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ABSTRACT: ESG transformation of industrial companies is a key factor for business success and
positive social change. At the same time, the implementation of ESG standards in the Caucasus and
Central Asia (CCA) region is still in its formative stage. The aim of this study is to examine the factors
that contribute to the expansion of ESG practices within enterprises in the real sector of the economy.
This study surveyed 692 companies from Russia and Kazakhstan across five key industries using an
online questionnaire with 14 statements assessing ESG engagement on a 5-point scale. The collected
data underwent factor analysis (principal component method with varimax rotation) and ridge
regression modeling to identify key drivers of corporate commitment to ESG practices. The results
show that despite growing geopolitical tensions, interest in implementing ESG practices not only
persists but is increasing in importance. Our analysis indicates that increased regulatory pressure from
governments and international organizations is the main driver of ESG transformation for Russian and
Kazakhstani companies across all studied industries. Additionally, enhanced investment attractiveness
and access to international funding markets are significant factors shaping corporate commitment to
the ESG agenda in most sectors.

Keywords: ESG agenda, ESG transformation, ESG principles, sustainable development, ESG practices, environmental
initiatives, social responsibility, corporate governance.

I. INTRODUCTION

In recent years, more and more companies around the world have begun to rethink their business
approaches, focusing on increasing long-term value for their customers, employees, and stakeholders [1, 2].
Global challenges, demographic shifts, heightened competition, and a deeper understanding of sustainable
development and social responsibility by modern management have led to a growing orientation toward
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ESG principles the integration of environmental, social, and governance factors into corporate strategies and
business models [3, 4].

The events of 2020 clearly demonstrated how non-financial factors such as the COVID-19 pandemic,
socio-political protests, and environmental disasters can pose significant risks to any industry [5, 6].
Companies with well-managed sustainability practices strengthen the resilience of their business models and
significantly reduce reputational and financial risks for investors. The global shift/upheaval caused by the
COVID-19 pandemic acted as a potent accelerant for the systemic changes envisioned in the "Great Reset"
proposal, particularly within the labor market. While the Reset outlines a macro-level transition towards
stakeholder capitalism and a more sustainable economic order, its real-world manifestation is evident in the
profound micro-level shifts in labor markets and organizational practices. The post-pandemic era has also
been defined as the "Great Resignation," a phenomenon where employees, re-evaluating their work-life
balance and well-being, have fundamentally altered the employer-employee dynamic. This has been coupled
with the rapid, widespread adoption of remote and hybrid work models, a surge in automation, and a critical
rethinking of work structures, such as the four-day workweek. These developments represent a tangible, if
chaotic, move towards the more resilient and adaptable systems the Great Reset advocates [7, 8). This global
shift was inherently accompanied by a shift in priorities. Zoidze and Veshapidze [9] documented that the
COVID-19 pandemic, which triggered the phenomenon currently dubbed as the ‘modern economic crisis,’
demonstrated that the solution to an economic crisis of any sort is conceivable and efficient when the anti-
crisis strategy is based on increased government participation in the economy. They admonished that
following the pandemic, the government and the public sector had to play a larger role in crisis management
and economic restoration.

Polasek et al. [10] highlighted that in the post-pandemic era, the inadequacy of the health sector in low-
and middle-income countries was vivid, and they called for research on ways to minimize vaccine hesitancy
and effectively integrate care for COVID-19 with other essential health services. Morrissey and Heidkamp
[11] expounded comprehensively on the practical steps to attain sustainability after the great shift that saw
a transition from on-site to remote working conditions, reduced human interactions, and an increased focus
on personal and corporate hygiene. Morrissey and Heidkamp [11] highlighted five actionable pillars on
which to rebuild the economy based on shared sustainable prosperity. These pillars were ecological
prosperity, a decarbonized society, a shared cost burden, a governance new deal, and a just reliance.
Vulnerable groups were disproportionately impacted by the pandemic, underscoring preexisting disparities.
As a result, there is now more focus on policies that seek to alleviate poverty, increase underprivileged
communities' access to healthcare and education, and encourage a more equitable allocation of resources.
Additionally, mental health and well-being have received more attention. The demand for mental health
services and support programs increased as a result of the pandemic's extensive effects on mental health,
which elevated the issue to the top of the global agenda. As the pandemic affected international relations,
there were also significant geopolitical realignments that followed. While some nations prioritized their own
interests, others stressed the value of multilateral cooperation in tackling global issues [12].

Today, the world’s largest companies use ESG standards in their reporting, providing assessments of
environmental risks as well as changes related to social issues. Disclosing this kind of information increases
stakeholder trust, which in turn enhances the company’s market value and access to investment. Regulatory
authorities are increasingly evaluating companies for ESG compliance, while consumers are making choices
in favor of environmentally safe products. Investors tend to prefer companies that take responsibility for
minimizing environmental risks, pay attention to social policy, and demonstrate strong corporate
governance. For example, according to a survey [13], around 74% of investors would choose not to invest in
companies with low ESG ratings.

While ESG principles have become an integral part of business for many companies in developed
economies, companies in the post-Soviet space are still in the process of establishing appropriate practices.
In Russia and Kazakhstan, the greatest interest in ESG principles is shown by public, export-oriented
companies seeking to attract resources from international capital markets [14]. However, in the context of
anti-Russian sanctions, the future of ESG implementation in the region remains uncertain. This makes it
particularly important to study the factors influencing the advancement of ESG focus among large
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corporations as well as small and medium-sized enterprises across various industries. Thus, the following

research questions will be explored in this article:

e What are the financial and the non-financial factors that drive corporate ESG adoption in the CCA real
sector?

e How do sectoral differences in metallurgy, chemicals, food, agriculture, and power impact ESG adoption
drivers?

e How important a driver of ESG transformation is regulatory pressure compared to market attractiveness
and consumer demand?

II. RELATED WORK

Environmental, social, and governance (ESG) factors represent a relatively new concept that gained
prominence in 2006 with the launch of the UN'’s Principles for Responsible Investment (PRI) [15]. ESG stands
for three key components of corporate governance Environmental, Social, and Governance which serve as
fundamental performance criteria to assess a company's impact on society and the environment [16]. These
components are increasingly viewed as essential indicators for measuring a company’s non-financial
performance [17, 18]. To ensure sustainable development, a company must maintain a balance among these
criteria, though their significance may vary depending on the industry [19]. Researchers identify the following
as key drivers of ESG implementation in companies [20-22]:
¢ Growth of socially responsible investing;
¢ Improvement of financial performance and competitive advantage;

* Identification and mitigation of ESG-related risks to enhance long-term sustainability;
¢ Regulatory requirements.

A review of the literature on corporate motivation for adopting ESG shows that a significant body of
research views ESG principles as essential for attracting investment [23]. K. Heugh and M. Fox emphasize that
for investment firms, ESG factors are integral to assessing company quality and thus represent a vital part of
the investment process [24]. There remains a limited number of empirical studies focused on the opinions and
motivations of institutional investors regarding responsible investment. Existing literature tends to examine
ESG through the lens of shareholder value maximization and the investment effectiveness of responsible
investment strategies RI [25].

Research by RwC shows that 79% of investors consider ESG a key factor in investment decisions, with nearly
half willing to divest from companies that fail to act adequately on ESG issues [26]. According to a study by
EY, 98% of investors assess non-financial indicators based on corporate disclosures, and 72% conduct
structured, systematic evaluations [27]. PERE’s empirical research found ESG to be central for many investors:
61% believe evidence of ESG policy implementation is critically important. As investor demand for
transparency grows, companies are increasingly expected to demonstrate ESG integration [28]. K. Heugh and
M. Fox note that for investment firms, ESG factors are an integral part of assessing a company’s quality and
therefore play a vital role in the investment process [24]. A key motivation for integrating ESG into investment
strategy lies in the active management of risk and return drivers for investors. Many researchers argue that
ESG also offers significant business opportunities. High ESG scores enhance organizational trust and can ease
entry into new markets [29]. According to McKinsey consultants, when regulators trust corporate actors, they
are more likely to grant access, permits, and licenses unlocking growth opportunities [30].

A substantial body of research has focused on the relationship between ESG and financial performance.
Meta-analyses over the past decade have largely found a positive correlation between ESG indicators and
operational efficiency, return on equity, inventory performance, and lower capital costs [31-33]. For instance, a
comprehensive empirical study by Gunnar Friede, Timo Busch, and Alexander Bassen demonstrated a clear
positive link between ESG and corporate financial performance [34]. The majority of studies show that
companies addressing environmental, social, and governance issues tend to increase shareholder value.
Mathematical analysis from a group study further indicates that ESG-conscious firms exhibit lower stock
volatility and higher returns compared to others in the same sector [35]. Researchers at Kellogg and Harvard
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Business School reached similar conclusions, finding that stock prices tend to rise following positive ESG news
provided the news is financially material and directly linked to the company’s sector [36].

Corinne Bendersky, Beth Burks, and Michael Ferguson, in their analysis of the ESG-financial performance
relationship, concluded that the relevance and impact of ESG indicators vary by industry and region [37]. A
notable finding from recent empirical research is that ESG’s positive financial effects become more visible over
the long term. Additionally, authors emphasize that improved financial performance results from mediating
factors such as better risk management and increased innovation, whereas ESG disclosure alone does not
directly impact company performance [38]. Despite the considerable body of research supporting ESG
adoption in corporate governance, criticism of ESG has grown in recent years. For instance, Hans Taparia
recently argued that many investments currently labeled as ESG-compliant do not actually adhere to ESG
principles [39]. Other critics point to the rise of “greenwashing” or “goal-washing” [40, 41].

A special Edelman report states that 82% of investors believe companies often exaggerate their ESG
achievements in disclosures, and 72% of global investors do not believe companies will fulfill their ESG
commitments [42]. Moreover, some studies question the existence of a causal relationship between ESG
performance and financial outcomes [43-46]. Certain researchers argue that while ESG has a positive impact in
developed countries, its effect in developing economies is either negligible or negative [47]. The COVID-19
global crisis served as a natural experiment that evaluated the strategic value and resilience of ESG principles.
Timely insights into how corporate commitment to ESG agendas changed and proved its worth during a time
of systemic shock can be gained from research done in the wake of the pandemic. Data from the pandemic era
suggests that ESG performance became a significant factor in stakeholder trust and corporate resilience, despite
early worries that sustainability initiatives would be deprioritized for short-term survival. The COVID-19
pandemic had a statistically significant positive effect on overall ESG performance, according to a cross-country
study by Al Amosh and Khatib [48] that examined 12,325 company-year observations from 2016 to 2021.

This suggests that during the crisis, businesses actively employed ESG compliance as a strategic tool to
uphold stakeholder confidence and exhibit moral behavior. Their study identifies complex factors: as
businesses attempted to conform to social norms and reduce outside threats, the pandemic had a positive
impact on environmental and social performance. However, it had a detrimental effect on governance
performance, most likely as a result of lockdowns and remote work interfering with board oversight and
internal controls. This study also casts doubt on the long-held belief that businesses in developed countries
consistently perform better on environmental, social, and governance (ESG) metrics than businesses in
developing countries. Instead, it found that businesses in emerging markets performed better on environmental
factors, while businesses in developed markets prioritized social factors.

In addition to this cross-national, macro-level perspective, Chinese firm-level analysis provides a more
detailed look at the ways that ESG contributes to resilience. By looking at 2,993 A-share listed companies, Gao
and Geng [49] showed that companies with strong pre-pandemic ESG performance had much higher stock
returns during the market turbulence brought on by the COVID-19 outbreak. According to this study, ESG
performance serves as a vital signal to investors, filling in "information gaps" and producing an "insurance
effect” that protects a company's value in times of crisis. The reduction of financial barriers and the development
of green innovation capacities are the two main avenues through which this effect is identified by the study.
Companies with strong ESG credentials were better positioned to secure capital and invest in innovative,
sustainable practices, which in turn bolstered their ability to adapt and recover. Furthermore, their
heterogeneity analysis revealed that the resilience-enhancing effect of ESG was more pronounced in small-scale
firms, non-state-owned enterprises, and highly competitive markets, suggesting that ESG can be a powerful
strategic differentiator for entities without inherent structural advantages.

On the contrary, Naffa and Dudas [50], based on empirical analysis of 1031 global emerging market equities
during the COVID-19 market downturn (Q1 2020), examined whether higher ESG (Environmental, Social, and
Governance) management scores improved crisis resilience, measured by maximum stock drawdown. Using
both OLS and quantile regression models, the study finds a statistically significant negative relationship: firms
with better ESG management exhibited lower crisis resilience. This result aligns with theories that suggest ESG
investments may be viewed as costly, shareholder-value-reducing expenditures rather than protective
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measures. The findings challenge the notion that ESG serves as a downside risk mitigator during crises and
highlight the importance of traditional financial metrics.

Overall, academic literature suggests that most applied ESG research is based on data from companies in
developed countries. At the same time, there is a notable lack of empirical studies exploring the impact of
specific factors on ESG commitment levels among companies from various industries in post-Soviet countries.
The aim of this research is to examine the nature and strength of the influence that financial and non-financial
factors have on the emergence or evolution of corporate commitment to ESG principles.

III. MATERIAL AND METHOD

In this study, we conducted a survey of companies from Russia and Kazakhstan operating in various sectors
of the economy. The survey was administered online using Google Forms. To build the respondent base,
multiple channels were utilized, including Rosregul, the Registry of Enterprises of the Republic of Kazakhstan,
KASE, and counterparty verification services such as SPARK-Interfax, Globas, and Kontur.Fokus. The
questionnaire sent to company representatives included 14 statements describing various factors of corporate
engagement with the ESG agenda. Respondents were asked to rate the extent to which each statement applied
to their company using a 5-point Likert scale (1 = "does not apply at all", 5 = "fully applies").

To eliminate ambiguity in question interpretation, the questionnaire was pre-tested through in-depth
interviews with 22 representatives from industrial and agricultural enterprises. The initial sample consisted of
1,540 enterprises across five key sectors. Respondents included senior executives and managers responsible for
strategic development. Electronic questionnaires were distributed to all companies in the base sample. During
the data collection phase, responses were received from 692 companies, resulting in a response rate of 44.9%.
The distribution of respondents by geography and sector is presented in Table 1.

Table 1. Distribution of respondents by country and industry.

Industry Russia Kazakhstan Total
Metallurgy and Metal Processing 146 95 241
Chemical and Petrochemical Industry 25 21 46
Food Industry 82 61 143
Agriculture 71 63 134
Electric Power Industry 67 61 128
Total 391 301 692

Over half of the surveyed companies have been in the market for more than five years. More than 78% of
respondents represent large businesses with over 250 employees. To assess the reliability of the questionnaire,
Cronbach'’s alpha was calculated, with values ranging from 0 to 1. A value of 1 indicates high reliability, while
0 indicates no internal consistency. A recommended minimum value is 0.75. The survey results served as the
basis for factor analysis using the principal component method to examine the 14 ESG engagement factors. The
selection of factors was based on previously reviewed studies and included:

Regulatory pressure from government and international organizations
Changing consumer behavior toward eco-friendly products

Increased investment attractiveness

Reputation enhancement and brand value growth

Reduction of operational costs

Tax incentives or government support for ESG initiatives

Client and partner expectations regarding sustainable development
Improved employee loyalty

Enhanced international competitiveness

Increased social responsibility and gaining socially-oriented employer status
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Entry into new markets

Reduction of climate, social, corporate, and economic risks

Influence of rating and analytical agencies

Increased company profit

Given that the main objective of the study is to evaluate the influence of these factors on companies' attitudes
toward ESG principles, a composite index of corporate ESG commitment was chosen as the dependent variable.
The study includes factor analysis using the normalized varimax rotation (principal component method) in the
Statistika software package. This method was selected for its ability to reduce the initial number of variables
while providing a more precise description of the observed data. The factor analysis results were then used to
construct a regression model:

Yo= Bo+ BiXuj+ -t BuXmp €Y)

Where Y is integrated indicator of ESG agenda relevance for companies in sector N, X is factors of ESG
practice implementation. To construct the model, ridge regression was applied. Unlike ordinary least squares,
this method is more robust in the presence of multicollinearity among variables and provides more accurate
and practically applicable results.

IV. DATA ANALYSIS

This section presents the results of the empirical analysis conducted on 692 enterprises from Russia and
Kazakhstan. The analysis includes four main stages: (1) reliability testing of the survey instrument, (2)
descriptive statistics summarizing changes in ESG relevance across companies, (3) principal component
analysis (PCA) for factor extraction, and (4) regression modeling by sector to identify the key drivers of ESG
transformation.

1. RELIABILITY TESTING
The obtained Cronbach’s alpha coefficients exceed the recommended threshold of 0.75, indicating a high
level of internal consistency among respondents” answers and strong reliability of the survey results Figure 1.

0.982 0.981 0981 0981

0.98
0.978
0.976
0.974
0.972

0.97

Cronbach's Alpha Coefficient (Eng)

B Metallurgy and Metal Processing M Chemical Industry
Food industry Agriculture

B Power Industry

FIGURE 1. Cronbach’s alpha coefficients.

2. DESCRIPTIVE STATISTICS
Before performing factor and regression analyses, descriptive statistics were used to summarize the general
attitudes of surveyed companies toward the ESG agenda. More than 27.3% of surveyed companies reported
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that the relevance of the ESG agenda increased in 2022. Notably, nearly half of the Kazakhstani respondents
(49.2%) observed a rise in interest toward ESG principles, compared to only 19.4% of Russian companies. Most
respondents (47.7%) stated that the importance of ESG remained unchanged for their companies, while a
quarter (25%) indicated that ESG had lost relevance. Among Russian companies, 27.4% reported declining
interest in ESG, whereas this figure was significantly lower in Kazakhstan only 10.3%. These findings suggest
that despite geopolitical tensions and volatility in global markets, the implementation of ESG practices is
steadily increasing in Kazakhstan, highlighting the gradual shift towards sustainability and responsible
business practices in the region.

3. PRINCIPAL COMPONENT ANALYSIS (PCA)

The principal component analysis (PCA) for the full sample revealed four factors that meet the Kaiser
criterion, each with an eigenvalue greater than 1 (Table 2). These factors explain 76.1% of the variance,
exceeding the recommended threshold of 70%, which allows the sum of their eigenvalues to be used as an
integrated indicator characterizing the relevance of the ESG agenda for companies [51, 52].

Table 2. Factor loadings assessment results.

Independent Variables By Sector:

£x B

89 B e g

= 5

= £g Z z -

SE ¢ E2 3 2 £ 2

> o g = -g 8 &0 =) -g
X1 - Regulatory pressure from government 0.953 0.995 0.857 0.988 0.997 0.994
and international organizations
X2 - Changing consumer behavior toward 0.825 0.872 0.877 0.939 0.994 0.975
eco-friendly products
X3 — Increasing company investment 0.897 0.939 0.961 0.946 0.972 0.803
attractiveness
X4 — Enhancing reputation and brand value 0.520 0.900 0.712 0.822 0.967 0.981
X5 — Reducing operational costs 0.716 0.981 0.781 0.887 0.931 0.952
X6 — Tax incentives or state support 0.578 0.973 0.961 0.821 0.977 0.987
X7 — Client/partner expectations for 0.627 0.974 0.943 0.957 0.923 0.975
sustainable development goals
X8 — Improving employee loyalty 0.769 0.930 0.803 0.936 0.953 0.930
X9 - Enhancing international 0.744 0.921 0.955 0.786 0.951 0.928
competitiveness
X10 - Increasing social responsibility and 0.713 0.902 0.893 0.937 0.856 0.919
socially-oriented employer status
X11 - Entering new markets 0.934 0.953 0.825 0.717 0.990 0.972
X12 — Reducing climate, social, corporate, 0.769 0.874 0.834 0.872 0.948 0.892
and economic risks
X13 — Influence of rating and analytical 0.666 0.941 0.935 0.854 0.919 0.946
agencies
X14 - Increasing company profit 0.937 0.874 0.831 0.797 0.989 0.975
Eigenvalue 10.64 13.029 12.168 12.258 13.369 13.230

9
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Variance Explained 0.761 0.931 0.869 0.876 0.955 0.945

The factor loadings and eigenvalues presented in Table 2 were used in subsequent regression analysis. Table
3 presents the results of ridge regression modeling, identifying the key factors that significantly influence the
adoption of the ESG agenda among companies in the metallurgy and metal processing industry (Table 3).

Table 3. Factors influencing ESG agenda implementation among metallurgy and metal processing
companies.

N=14 B-coefficients Std. error of B B (regression coefficients) Std. error of B t-statistic p-value

X7 0.312 0.039 2.498 0.308 8.103 0.000
X1 0.144 0.020 1.155 0.159 7.279 0.001
X3 0.264 0.024 2.114 0.195 10.864 0.000
X5 0.146 0.027 1.171 0.219 5.338 0.003
X6 0.297 0.041 2.380 0.332 7.166 0.001

Variables with p-values greater than 0.05 were excluded from the analysis

4. REGRESSION ANALYSIS BY SECTOR

4.1 Metallurgy

As the results of the regression analysis show, among the 14 examined factors, the most significant influence
on the level of ESG commitment among companies in the metallurgy and metal processing industry is exerted
by customer and partner expectations in achieving sustainable development goals — X7 (3=0.312, p-value <0.01),
government support measures for ESG projects — X6 ($=0.297, p-value <0.01), and the need to enhance
investment attractiveness — X3 (3=0.264, p-value <0.01). Moderate influence on the adoption of the ESG agenda
by companies is exerted by the potential for reducing operational costs — X5 (3=0.146, p-value <0.01) and
regulatory pressure from government and international organizations — X1 (3=0.144, p-value <0.01). The results

of the analysis of factors influencing ESG commitment among chemical industry companies are presented in
Table 4.

Table 4. Factors influencing ESG agenda implementation among chemical industry companies.

N4=1 B-coefficients  Std. error of B I;;Z?;iiig;‘ Std. error of B t-statistic ~ p-value
X3 0.373 0.017 2.689 0.120 22.345 0.002
X13 0.361 0.023 2.599 0.163 15.972 0.004
X7 0.267 0.018 1.926 0.127 15.195 0.004
X4 0.117 0.018 -0.843 0.130 -6.501 0.023
X1 0.069 0.016 0.499 0.113 4.426 0.047

4.2 Chemical Industry

The analysis of ESG initiative implementation factors among chemical industry companies showed that the
strongest influences come from increased investment attractiveness — X3 (3=0.373, p-value <0.01), the influence
of international rating and analytical agencies — X13 (3=0.361, p-value <0.01), and alignment with customer and
partner expectations in the area of sustainable development — X7 (3=0.267, p-value <0.01). Factors such as
regulatory pressure from government and international organizations — X1 ($=0.069, p-value <0.05) and
strengthening reputation and brand value — X4 (3=0.117, p-value <0.05) are less significant but still influence
the ESG commitment of companies in the chemical sector. The results of the factor influence assessment on ESG
agenda adoption by food industry enterprises in Russia and Kazakhstan are presented in Table 5.

533
VOLUME 5, No 4, 2025


https://doi.org/10.48161/qaj.v5n4a1844

QUBAHAN ACADEMIC JOURNAL
VOL. 5, NO. 4, December 2025
https://doi.org/10.48161/qaj.v5n4al844

Table 5. Factors influencing ESG agenda implementation among food industry companies.

N=14 B-coefficients Std. error of B B (regression coefficients) Std. error of B t-statistic p-value
X2 0.286 0.001 2.180 0.004 519.884 0.001
X6 0.223 0.000 1.698 0.003 507.847 0.001
X1 0.284 0.000 2.166 0.002 892.698 0.001
X3 0.405 0.001 3.088 0.004 737.005 0.001
X14 -0.109 0.001 -0.830 0.005 -177.429 0.004
X7 0.238 0.001 1.816 0.004 452.996 0.001
X11 -0.100 0.000 -0.760 0.003 -245.141 0.003
X13 -0.078 0.001 -0.594 0.006 -107.305 0.006
X8 0.055 0.001 0.420 0.004 97.076 0.007
X9 -0.050 0.001 -0.379 0.004 -93.379 0.007
X5 -0.043 0.001 -0.327 0.006 -51.124 0.012
X10 0.022 0.001 0.164 0.004 38.605 0.016

4.3 Food Industry

As seen from the results presented in the table, the most significant factor influencing ESG practice
implementation in food industry companies is the increase in investment attractiveness X3 (3=0.405, p-value
<0.01). Additionally, the level of ESG commitment in this sector is strongly influenced by the shift in consumer
demand toward more environmentally friendly products X2 (3=0.286, p-value <0.01), government support for
sustainability projects X6 ($=0.223, p-value <0.01), the tightening of regulatory pressure from government and
international organizations X1 (3=0.284, p-value <0.01), and customer and partner expectations in achieving
sustainability goals X7 (=0.238, p-value <0.01). It is noteworthy that the profit-maximization motive (X14) has
a negative effect on the implementation of the ESG agenda. This effect can be explained by the fact that
following ESG principles requires additional spending on environmental and social projects, which leads to a
decrease in profit levels.

The negative (-coefficients in the food industry model (X14 profit maximization, X11 entry into new
markets, X13 influence of rating and analytical agencies) indicate that these factors are inversely related to the
degree of ESG commitment among companies in this sector. New entrants do not necessarily have
sustainability practices, as the focus is instead on fast and low-cost operations in highly competitive or price-
sensitive markets. The low incidence of ESG ratings and analyzes further implies that food industry firms in
the two selected countries do not see ESG scoring from external parties as a key motivator of ESG adoption yet.
Rather, they are driven by market or financial motivations, which confirms the notion that reputation or
compliance-related motivations for ESG adoption are currently less relevant in the food industry.

4.4 Agriculture

The most significant factors influencing ESG agenda implementation among agricultural enterprises are
entry into new markets X11 (3=0.298, p-value <0.05) and regulatory pressure from government and
international organizations X1 ([3=0.229, p-value <0.05). The results of the factor influence assessment for ESG
support among agricultural enterprises are presented in Table 6.

Table 6. Factors influencing ESG agenda implementation among agricultural enterprises.

N=14 B-coefficients Std.errorof B B (regression parameters) Std. error of B t-statistic ~ p-value
X3 0.185 0.009 1.115 0.057 19.590 0.032
X1 0.229 0.006 1.383 0.036 38.536 0.017
X11 0.298 0.011 1.803 0.066 27.302 0.023
X10 0.152 0.007 0.916 0.045 20.302 0.031
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X6 0.148 0.010 0.894 0.061 14.653 0.043
X14 -0.131 0.007 -0.791 0.044 -17.820 0.036

In addition, the formation of the ESG agenda in agricultural enterprises is influenced by factors such as the
increase in investment attractiveness X3 (3=0.184, p-value <0.05), obtaining the status of a socially-oriented
employer X10 (3=0.152, p-value <0.05), and government support for ESG initiatives X6 (3=0.148, p-value <0.05).
As with food industry companies, the pursuit of profit by agricultural enterprises has a significant negative
impact on their level of commitment to ESG principles. Finally, the analysis showed that in power industry
enterprises, attitudes toward the ESG agenda are shaped under the influence of state regulatory pressure X1
(B=0.338, p-value <0.01). The results of the regression analysis of factors influencing ESG principal
implementation among power sector enterprises are presented in Table 7.

Table 7. Factors influencing ESG agenda implementation among power industry enterprises.

N=14 B-coefficients Std. error of B B (regression parameters) Std. error of B t-statistic p-value
X4 0.236 0.012 2.080 0.105 19.733 0.032
X1 0.338 0.004 2.985 0.039 76.981 0.008
X12 0.115 0.008 1.017 0.074 13.800 0.046
X6 0.162 0.006 1.431 0.051 27.859 0.023
X7 0.246 0.010 2.176 0.089 24.460 0.026
X2 0.196 0.012 1.730 0.105 16.444 0.039

Additionally, significant factors for ESG principle integration in power companies include meeting
customer and partner expectations in achieving sustainability goals X7 ([3=0.246, p-value <0.05), strengthening
reputation and increasing brand value X4 (=0.236, p-value <0.05), the shift in consumer demand toward
environmentally friendly products X2 (3=0.196, p-value <0.05), tax benefits and government support for ESG
initiatives X6 ($=0.162, p-value <0.05), and risk reduction X12 ($=0.115, p-value <0.05).

V. DISCUSSION

The results of the conducted survey show that the development of ESG practices by Russian and
Kazakhstani companies is actively continuing, which may be due to a growing awareness of the importance of
the sustainability agenda for the successful functioning of a business, as well as the continuation of previously
launched initiatives. Our findings confirm the conclusions of other studies indicating that, despite new
challenges such as the loss of access to certain international markets, sustainability projects of Russian and
Kazakhstani companies remain relevant [53]. Today, the task of maintaining business operations and creating
conditions for further development and growth has become a key priority for many companies, and ESG
principles play an important role in this process. In the current environment, the professional community is
actively discussing the relevance of ESG initiatives for Russian and Kazakhstani companies, and many experts
agree that the sustainability agenda remains in place, although the priorities and drivers of ESG will shift [54].

Summarizing the results of the analysis, we conclude that the main driver of ESG transformation in Russian
and Kazakhstani companies, common across all the studied industries, is regulatory pressure from the state
and international organizations. This conclusion supports earlier findings [55], according to which external
pressure from governments, major clients, and Western business partners was cited by the majority of experts
as the primary reason for ESG engagement. We agree with the expert opinion that regulatory pressure on
companies will continue to grow. For example, since 2005, the ETS system has set a maximum annual emission
limit, which is distributed among economic sectors. This limit has been decreasing annually by 1.75% from 2013
to 2020, and it will continue to decrease by 2.2% annually from 2020 to 2030. Companies exceeding the allowed
emissions are subject to penalties [56].
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According to the EU Green Deal environmental plan, atmospheric emissions must be reduced by 55% by
2030 compared to 1990 levels. As part of the Carbon Border Adjustment Mechanism (CBAM), a carbon quota
tax per ton of CO, emissions will be introduced in 2026 [57]. The carbon tax will apply to imported goods
produced with high emissions levels. In addition, stricter environmental regulations can be expected soon in
both Russia and Kazakhstan, including increased fines for violations and higher ecological charges and
payments. It is evident that effective regulation can serve as a powerful mechanism for addressing sustainable
development challenges and as a strong driver for ESG integration into business operations. The role of the
state is significantly growing, both as a developer of regulations and as a potential source of financing [58]. One
proposed solution in both countries is the development of a taxonomy that clearly defines criteria for projects
aligned with low-carbon and environmental priorities.

Companies from four out of five sectors in the sample (excluding agriculture) reported that ESG
commitment is largely driven by the opportunity to enhance investment appeal and attract additional financing
from international markets. Our results align with those of a study conducted by the Institute for Public and
Municipal Administration of the Russian Federation, which found that every second company acknowledges
investor influence on ESG policy [59]. Thus, the results confirm that companies aiming to attract investment
are incentivized to adopt and develop ESG criteria [29, 60].

Our study contradicts concerns about declining interest in ESG among Russian companies due to escalating
geopolitical tensions and reduced access to international investment. There are alternative markets with strong
growth potential. It can be confidently assumed that access to credit and private investors remains one of the
main incentives for ESG adoption among Russian and Kazakhstani companies across most sectors, although
the geography of partnerships will change. Countries in the Asia-Pacific region and the Middle East, where
Russian and Kazakhstani businesses are actively developing cooperation, possess significant investment
resources. These regions are deeply integrated into the global economy, adhere to sustainability requirements,
and are actively developing ESG. According to Sberbank data, almost 48% of global green finance is
concentrated in the Asia-Pacific region [61]. The ESG sector there is growing faster than in other macro-regions
by 20-25% annually over the past five years [62].

Therefore, companies interested in attracting investment and expanding their international presence must
align with ESG principles and develop a common understanding of ESG criteria with countries like India and
China in all areas of cooperation. One of the motivating factors for ESG adoption is tax incentives and
government support for ESG initiatives. This factor is significant for companies in the metallurgy, food, energy,
and agricultural sectors. However, survey respondents noted that their companies still face challenges in
implementing ESG principles due to a lack of government support. This is confirmed by the ESG index results
from the NCR rating agency, according to which the lack of state incentives for green financing is a major
constraint on ESG initiative development [63]. Increasing state support could expand the number of
sustainability projects, even among companies currently unsure of ESG’s benefits. Respondents suggested
simplifying access to green procurement, reducing tax burdens on ESG activities, and developing subsidy
mechanisms for social and sustainability projects. Additional support measures could include reducing reserve
requirements for investors backing sustainable projects, creating a premium sector on Russian stock exchanges
for green bonds, and expanding pension funds’ access to green bond investments [64].

Shifting consumer demand toward cleaner, more eco-friendly products is seen as a significant ESG driver
by food industry enterprises (demand for organic products) and energy companies (demand for clean energy).
It is expected that this factor will become increasingly influential in driving ESG transformation. According to
the consulting firm Simon-Kucher & Partners, around 63% of consumers worldwide have changed their
behavior to live more sustainably, and the relative importance of environmental friendliness in purchasing
decisions is expected to continue growing [65].

Reputation enhancement and brand value are important only for companies in the chemical and energy
sectors. Similarly, the influence of rating and analytical agencies received low scores. Only companies in the
chemical industry consider ESG ratings as meaningful drivers of their commitment to sustainability principles.
The main purpose of ESG ratings is to assess a company’s management system or ESG-related risks. However,
experts note there are ongoing debates about the objectivity of these ratings [66]. For example, ratings based
solely on non-financial indicators cannot provide a comprehensive view of a company’s approach to ESG risk
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management. Furthermore, there is no unified methodology for ESG rating compilation. Different agencies
assess the same reports but apply different scoring systems, resulting in the same company receiving
completely different ratings.

It is also worth noting that social factors such as the desire to build employee loyalty and obtain the status
of a socially responsible employer are not considered essential by most respondents. Moreover, unlike earlier
research [67], found no convincing evidence that reducing climate, social, corporate, and economic risks are
significant drivers for ESG practice implementation. Thus, the results of our study show that Russian and
Kazakhstani companies in the real sector maintain a long-term interest in transitioning to a sustainable
development model, and the ESG agenda will remain relevant.

These findings can be interpreted in light of broader debates over the financial materiality of ESG factors
and the credibility of ESG disclosures. In effect, CCA firms appear to treat ESG through a financial lens —
aligning with arguments that companies should prioritize only those ESG issues that materially affect value.
Investors "increasingly view strong ESG performance as a key driver of long-term profitability," according to
Glova and Panko [68], and as a result, they expect businesses to report on financially significant ESG factors.
Recent studies further maintained that researchers at Harvard Business School and Kellogg have found that
stock prices tend to rise after positive ESG announcements, but only when those announcements deal with
issues that are financially material and sector-relevant. This is consistent with theory and evidence showing
that markets reward material ESG news, and our evidence that investor and regulatory pressures are the main
motivators of ESG adoption suggests local firms are responding to this logic: they embrace sustainability
primarily where it influences access to finance and value creation [68]. However, there is a risk of superficiality
with this market-driven strategy. Scholars caution that rather than being a true transformation, ESG initiatives
frequently turn into a compliance exercise in practice. Without strict guidelines, businesses risk falling victim
to "goal-washing" or greenwashing, which is the practice of announcing ambitious ESG goals without taking
the necessary steps. Such practices can erode stakeholders trust, expose businesses to reputational and legal
risk, undermine long term competitiveness and undermine ESG market. ESG disclosure "is acknowledged as a
compelling initiative but greenwashing undermines the credibility of this initiative [69]. Practically speaking,
businesses might emphasize simple, "visible" environmental initiatives while neglecting more expensive
sustainability issues. Recent polls support this skepticism: according to a 2021 Edelman report, for example,
more than 80% of investors believe businesses "frequently overstate or exaggerate" their ESG progress, and a
comparable percentage have doubts about the companies' ability to fulfill their promises. In our situation,
disclosures run the risk of becoming form-driven if Russian and Kazakh companies prioritize ESG primarily to
please regulators or draw in foreign investment.

According to one observer, there is a "crisis of credibility due to rampant greenwashing" in ESG, which
could undermine stakeholder trust. In other words, fulfilling regulatory requirements without incorporating
ESG into business plans runs the risk of making sustainable development objectives into window dressing.
This issue is closely related to the controversy surrounding the actual impact of ESG: if ESG is pursued only for
show, it may have little genuine effect on long-term risk or value [70]. Importantly, the findings, like those of
others, show conflicts between profitability and ESG pledges [71]. This trade-off is reflected in the literature's
conflicting findings on ESG and financial performance. ESG investment can seem expensive at times.
According to Naffa and Dudas [72], companies in emerging markets with higher ESG management scores
actually demonstrated less crisis resilience during COVID-19. They see this as proof that, in the short term, ESG
initiatives can be costly "shareholder-value-reducing expenditures." On the other hand, other studies highlight
long-term gains from genuine ESG engagement. Kaushik and Chugh [73] found strong positive correlation
between sustainability performance and both profitability and market valuation, suggesting that firms truly
integrating ESG into strategy can achieve greater efficiency and investor support over time.

VI. CONCLUSION

The implementation of sustainable business practices is a key condition for the successful development of
companies and for generating positive social change. However, many companies face difficulties in adopting
sustainability strategies, which highlights the importance of thoroughly examining the factors influencing
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corporate commitment to the ESG agenda. This empirical study aims to address these gaps and contributes to
the understanding of the drivers behind ESG transformation in Russian and Kazakhstani businesses, taking
into account sectoral characteristics. The findings are based on a sample of respondents representing 692
enterprises from five major industries of the real sector, operating in Russia and Kazakhstan.

The results of the study lead to the conclusion that, although the ESG agenda remains relevant for Russian
and Kazakhstani companies, the development of ESG practices is not uniform across sectors, as certain factors
are significant for the advancement of ESG initiatives in one industry but may be irrelevant in another. For
instance, companies in the metallurgical sector experience stronger pressure from clients and partners to
achieve sustainability goals; in the chemical and food industries, increasing investment attractiveness is the
most influential factor; for agricultural producers, entering new geographic and product markets plays a critical
role.

For enterprises in the energy sector, the most important drivers of ESG commitment are regulatory pressure
from the state and international organizations, particularly the tightening of legislation in the area of renewable
energy and the establishment of targets for the development of “green” energy. At the same time, since a
significant portion of the sample in our study consisted of representatives of large businesses with more than
250 employees, the results obtained do not allow for an objective assessment of the relevance of ESG
implementation for small and medium-sized enterprises (SMEs). An important next step in future research is
to explore the drivers of ESG engagement among SMEs. Such studies will help to develop tailored sustainability
strategies for SME enterprises, taking into account the specific characteristics of each industry.
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