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ABSTRACT

The purpose of this research — to explore the effects of ESG (environmental, social, and governance) prac-
tices on firm financial sustainability in developed and developing economies.

Methodology — Panel regression analysis is used to test the effects of ESG practices on financial sustainabil-
ity by controlling year, sector, and country fixed effects. Financial performance is estimated based on Tobin’s
Q, while ESG practices are measured using ESG scores obtained from Eikon’s ASSET4. The final sample
consists of 34,953 firm-observations from 49 countries from 2002 to 2022.

Originality/value of the research — This work offers important implications for various stakeholders by
providing new insights into the relationship between ESG practices and financial sustainability of public firms
operating in different countries and highlighting the role of country-level economic conditions in promoting
corporate ESG initiatives and sustainability.

Findings — The study shows that the individual and composite ESG practices can substantially improve
financial performance. The results also show that the positive impacts of environmental and social initiatives
and the overall ESG practices on financial well-being are more pronounced for firms from developed econo-
mies. Further analysis verifies that improved ESG practices may increase financial stability, measured as the
Altman’s score.

Keywords: ESG practices, firm performance, financial sustainability, sustainable development, developed
countries, developing economies.
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INTRODUCTION

In recent years, ESG (environmental, social, and governance) initiatives and practices have received in-
creasing interests among regulators, investors, practitioners, and scholars. Businesses are facing intensive
stakeholder pressures to introduce, implement, and disclose their ESG practices [1; 2; 3]. Nevertheless, orga-
nizational stakeholders are not fully convinced whether investments in ESG activities yield firm sustainability
and subsequent financial outcomes [4; 5]. Hence, the question of whether ESG practices create economic ben-
efits for firms operating in different markets still remains open in the academic literature. Moreover, evidence
on the effects of ESG practices on firm financial sustainability, especially in countries with different economic
conditions, is relatively limited.

Therefore, this study examines the relationship between ESG practices and firm financial performance us-
ing large data on ESG from the Eikon’s ASSET4 database and financial indicators from the Datastream and
Worldscope databases. The final international sample consists of 34,953 firm-observations from 49 countries
over the period 2002-2022. The results reveal that increased levels of ESG practices are positively related to
financial outcomes. The results also suggest that the positive impacts of environmental and social activities on
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financial performance are more pronounced for firms from developed economies. However, the positive effects
of corporate governance are unlikely to differ between developed and developing countries. Further analysis
shows that proactive ESG practices reduce financial risks and the financial stability-enhancing effects of ESG
practices are again stronger for firms from developed economies.

This study contributes to the ESG and corporate sustainability literature in several ways. In particular,
it extends past research [5; 6; 7] by examining how proactive ESG practices influence firm financial re-
sults based on a recent and extensive international dataset. Unlike prior studies [1; 2], this study explores
the effects of the individual ESG practices (social, environmental, and governance dimensions) and the
overall impact of ESG initiatives. The results suggest that firms with proactive environmental, social,
and governance practices/initiatives have better financial sustainability. Further, this study contributes
to the ESG literature by investigating whether the effects of ESG practices on firm financial performance
differ between developed and developing countries. The findings suggest that the positive effects of ESG
practices on financial performance are more pronounced for developed economies. The study also offers
new evidence that effective ESG practices enhance financial stability and highlights the role of country-
level economic conditions in promoting corporate ESG initiatives and sustainability. Overall, the findings
of the study provide important implications with regard to ESG practices, sustainability activities, and
financial performance.

Literature review and hypothesis development. According to stakeholder theory [8], firms that proac-
tively invest and engage in ESG initiatives are likely to increase their financial outcomes by satisfying the
demands and needs of all stakeholders. In line with this view, past research [1; 5] argues that firms commit-
ted to ESG and sustainability-related activities can meet stakeholders’ demands for sustainable development
and achieve competitive advantages, including positive financial outcomes. Thus, stakeholder theory predicts
a positive association between ESG practices and financial performance. Empirically, Chen et al. [5] docu-
mented that higher ESG rankings are positively associated with financial results. With respect to individual
ESG dimensions, Jia and Li [6] found that environmental initiatives reduce financial risks and improve sustain-
ability in Australia. Further, Orazalin and Mahmood [9] reported that internal governance practices are key to
improving operating performance in Kazakhstan. Similarly, Cheung et al. [10] concluded that higher corporate
social performance brings economies benefits for firms in Hong Kong. Based on the above discussion, it is
therefore assumed that firms with increased individual and the overall ESG practices are likely to have better
financial performance. Accordingly, the following hypotheses are proposed:

Hla: Environmental practices of ESG improve financial performance

H1b: Social practices of ESG improve financial performance

Hlc: Governance practices of ESG improve financial performance

H1d: Composite ESG practices improve financial performance

Prior studies [11; 12] have documented that the country’s economic development can greatly influence a
firm’s ESG practices and financial results. In other words, there is a significant difference between developed
and developing countries, when it comes to the relationships among country-level regulatory settings and
economic conditions, corporate practices, and organizational performance results [13]. Therefore, given that
firm-level ESG practices, sustainability-related initiatives, and performance outcomes in developing countries
are different from those in emerging markets [11; 12], it is expected that the effects of ESG practices and initia-
tives on financial performance are likely to differ between developed and developing countries. Accordingly,
the following hypotheses are developed:

H2a: Environmental practices’ effects on financial performance are different for developed and developing
markets

H2b: Social practices’ effects on financial performance are different for developed and developing markets

H2c: Governance practices’ effects on financial performance are different for developed and developing
markets

H2d: Composite ESG practices’ effects on financial performance are different for developed and develop-
ing markets
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MAIN BODY

Research methodology. Sample and data. The study examines all global public firms with ESG and mar-
ket data available in Eikon’s ASSET4. Data on ESG practices were collected from ASSET4, while financial
indicators were obtained from Datastream and Worldscope. After removing firms with missing data on the
main and control variables, the final sample consists of 34,953 firm-years from 49 countries from 2002 to
2022. The sample breakdown by country presented in Table 1 shows that the United States (19.29 %) is the
most represented developed country, followed by Japan (13.73 %), and the United Kingdom (10.47 %), while
emerging markets, such as Kazakhstan (0.05 %) and Papua New Guinea (0.04 %), are the least represented.

Variables. The dependent variable is a firm’s financial performance, measured using Tobin’s Q (TOBIN).
Consistent with past studies [12; 14], TOBIN is estimated as the sum of market capitalization and total liabili-
ties divided by total assets. This measure better reflects stakeholders’ perceptions about a firm’s sustainability-
related activities and performance [12]. Generally, the higher the TOBIN value, the better the financial perfor-
mance of the firm.

The independent variables are the individual and composite ESG practices. In line with past research
[4; 5; 7], the study assesses the ESG variables using environmental (ESGscore), social (SOCscore), gover-
nance (GOVscore), and ESG (ESGscore) scores obtained from ASSET4. ESGscore is the weighted average
rating based on environmental activities/initiatives, including green innovations, emissions reductions, and op-
timal use of natural resources. SOGscore is the weighted average rating based on social information and activi-
ties related to community services, human rights protection, product responsibility integration, and workforce
effectiveness. GOVscore is the weighted average rating based on internal governance dimensions, including
management governance, shareholder treatment, and CSR practices. ESGscore represents the composite score
based on the indicators in the ENVscore, SOCscore, and GOVscore pillars. These ESG scores range between
0 % and 100 %.

The study also includes a set of control variables that determine financial outcomes, consistent with past
research [1; 2; 3; 5; 6; 12]. In particular, the analysis controls for firm size (FSIZE), profitability (FPRFT),
slack (SLACK), capital intensity (CPLIN), liquidity (LIQDT), and leverage (DEBT). The descriptions and
measurements of these variables are outlined in Appendix 1.

Models. The study employs the following model to test the effects of ESG practices on financial perfor-
mance:

(1)
TOBIN =a,*a ESG,+) Controls +} Fixed Effects+e

where, TOBIN represents financial performance, measured as Tobin’s Q; ESG represents the individual
(ENVscore, SOCscore, and GOVscore) and the overall ESG (ESGscore) practices. The model includes year,
sector, and country fixed effects to control for possible differences across years, industries, and markets. All
other variables are defined in Appendix 1.

To test whether the effects of ESG practices on financial sustainability differ between developed and devel-
oping economies, the study uses the following model:

2
TOBIN =a,+a ESG +o,ESG*DEVEL +a ,DEVEL +3 Controls+} Fixed Effects+e

where, DEVEL is an indicator if firm-years belong to developed countries, and zero otherwise; ESG*DEVEL
is the interaction term between ESG practices and DEVEL.

Findings and discussion. Table 2 outlines the descriptive statistics. The mean value (standard deviation) of
TOBIN is 1.66 (1.03) and ranges between 0.62 and 6.57. The average values of ENVscore, SOCscore, GOV-
score, and ESGscore are 49.79 %, 51.60 %, 55.01 %, and 52.07 %, respectively. The statistics for the control
variables are consistent with past studies [5; 6; 7; 12]. Further, table 3 specifies the correlation coefficients. As
expected, SOCscore, GOVscore, and ESGscore are positively correlated with TOBIN. In contrast, ENVscore
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is negatively correlated with TOBIN. Nevertheless, the complex relationships between ESG and TOBIN can-
not be explained by univariate correlation analysis. Hence, it is important to utilize multivariate analysis,
which takes into account the confounding effects of other factors and differences across years, sectors, and
markets. The coefficients between the independent variables are lower than 0.70, indicating the absence of
multicollinearity threats. The high correlation of 0.90 between SOCscore and ESGscore is not an issue as these
explanatory variables are not included in the same regression analysis.

Table 2 — Descriptive Statistics

Variable Obs. Mean Std. Dev. Min Max
TOBIN 34953 1.66 1.03 0.62 6.57
ENVscore 34953 49.79 26.31 0.00 94.51
SOCscore 34953 51.60 23.66 3.88 94.34
GOVscore 34953 55.01 21.69 8.80 93.81
ESGscore 34953 52.07 19.61 9.22 88.75
FPRFT 34953 6.69 8.15 21.63 33.26
FSIZE 34953 15.76 1.37 12.65 19.08
SLACK 34953 0.12 0.10 0.00 0.51
CPLIN 34953 0.36 0.23 0.01 0.90
LIQDT 34953 1.63 0.99 0.35 6.14
DEBT 34953 0.56 0.19 0.13 1.00

Notes: All variables are described in Appendix 1.

Table 3 — Pairwise correlations

Variables (1) 2 3) “) (5) (6) (M ) ) (10) an
TOBIN 1.00

ENVscore -0.06 1.00

SOCscore 0.05 0.72 1.00

GOVscore 0.00 0.31 0.36 1.00

ESGscore 0.00 0.87 0.90 0.61 1.00

FPRFT 0.55 -0.04 0.02 -0.01 -0.01 1.00

FSIZE -0.24 0.40 0.33 0.21 0.39 -0.11 1.00

SLACK 0.22 -0.04 -0.04 -0.04 -0.04 0.17 -0.16 1.00

CPLIN -0.15 -0.03 -0.07 0.01 -0.05 -0.13 0.07 -0.32 1.00

LIQDT 0.15 -0.10 -0.10 -0.05 -0.10 0.17 -0.26 0.50 -0.20 1.00

DEBT -0.09 0.11 0.13 0.05 0.13 -0.26 0.25 -0.24 0.00 -0.56 1.00

Notes: All variables are described in Appendix 1.

Table 4 presents the results from regressing TOBIN on the ESG variables. As reported, the coefficients
of ENVscore, SOCscore, and GOVscore are positively significant, implying that proactive and increased in-
dividual dimensions of ESG can substantially improve financial results of global firms operating in different
countries. Similarly, the coefficient of ESGindex is positive and statistically significant, indicating that the
composite ESG practices lead to increased financial performance. Thus, Hla, H1b, Hlc, and HId are sup-
ported. These results are also in line with past research [2; 5; 6] that firms with more effective and higher
environmental, social, governance, and composite ESG practices have better performance outcomes. Overall,
the results in Table 4 support stakeholder theory and suggest that firms with better environmental, social, and
governance practices exhibit better financial sustainability.
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Table 4 — Effects of ESG practices on financial performance

M @ 3) @)

TOBIN TOBIN TOBIN TOBIN
ENVscore 0.002""

(0.000)
SOCscore 0.004"

(0.000)
GOVscore 0.001™"
(0.000)
ESGscore 0.004™"
(0.000)

FPRFT 0.062" 0.062"" 0.063" 0.062""

(0.001) (0.001) (0.001) (0.001)
FSIZE -0.174™" -0.179" -0.157"" -0.182"

(0.005) (0.004) (0.004) (0.005)
SLACK 1.291™ 1.283™ 1.299" 1.284™

(0.075) (0.075) (0.075) (0.075)
CPLIN 0.083™" 0.086"" 0.085™" 0.088""

(0.021) (0.021) (0.021) (0.021)
LIQDT -0.007 -0.005 -0.007 -0.005

(0.007) (0.007) (0.007) (0.007)
DEBT 0.571" 0.577" 0.575™" 0.574™

(0.035) (0.035) (0.035) (0.035)
Constant 3.358"™ 3.444™ 3.025™ 3.482™

(0.088) (0.088) (0.082) (0.089)
Year FE Included Included Included Included
Sector FE Included Included Included Included
Country FE Included Included Included Included
Observations 34953 34953 34953 34953
Adj. R-squared 0.470 0.472 0.469 0.472
Notes: Robust standard errors are estimated in parentheses. All variables are described in Appendix 1.#*** indicate the sigifi
cance levels at 1%, 5%, and 10%, respectively.

Table 5 reports the results from regressing TOBIN on the interactions of the ESG variables with the DE-
VEL variable. The coefficients of ENVindex*DEVEL and SOCindex*DEVEL are positively significant, im-
plying that environmental and social practices have a greater positive impact on financial performance in
developed countries. Consistent with H2a and H2b, these results indicate that the effects of environmental
and social practices on financial performance are different for firms in developed and developing economies.
However, the coefficient of GOVindex*DEVEL is insignificant, suggesting governance practices have the
same positive impacts on financial performance in both developed and developing markets. Hence, H2c is not
supported. This evidence suggests that effective corporate governance plays a key role in fostering financial
sustainability in any market, irrespective of the country’s economic development. Further, the coefficient of
ESGindex*DEVEL is significant and positive. In line with H2d, this finding indicates that a holistic form of
ESG practices has a stronger effect on financial results in developed economies. Overall, the results in Table
5 suggest that the country’s economic development is one of the important driving factors promoting ESG
practices, supporting sustainability initiatives, and yielding corporate sustainability.

Table 5 — Effects of ESG practices in developed and developing economies

@ ) 3) “
TOBIN TOBIN TOBIN TOBIN
ENVscore 0.002""
(0.000)
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ENVscore*DEVEL 0.003""
(0.001)
SOCscore 0.004™
(0.000)
SOCscore*DEVEL 0.004™
(0.001)
GOVscore 0.001™
(0.000)
GOVscore*DEVEL -0.000
(0.001)
ESGscore 0.004""
(0.000)
ESGscore*DEVEL 0.004""
(0.001)
DEVEL 0.307" 0.301™" 0.299™ 0.281™
(0.067) (0.067) (0.066) (0.067)
FPRFT 0.062"" 0.062"" 0.063"" 0.062"""
(0.001) (0.001) (0.001) (0.001)
FSIZE -0.176™" -0.182™ -0.157" -0.185™
(0.005) (0.004) (0.004) (0.005)
SLACK 1.293™ 1.282™ 1.298™ 1.285™"
(0.075) (0.075) (0.075) (0.075)
CPLIN 0.083"" 0.088"" 0.085"" 0.089""
(0.021) (0.021) (0.021) (0.021)
LIQDT -0.007 -0.005 -0.007 -0.005
(0.007) (0.007) (0.007) (0.007)
DEBT 0.571™ 0.577" 0.575™" 0.575""
(0.035) (0.035) (0.035) (0.035)
Constant 3.352™ 3.460™ 2,976 3491
(0.088) (0.088) (0.081) (0.089)
Year FE Included Included Included Included
Sector FE Included Included Included Included
Country FE Included Included Included Included
Observations 34953 34953 34953 34953
Adj. R-squared 0.471 0.473 0.469 0.472
Notes: Robust standard errors are estimated in parentheses. All variables are described in Appendix 1. *# * indicate the sigfii
cance levels at 1%, 5%, and 10%, respectively.

Further, the study goes beyond the existing literature and uses another aspect of firm performance, namely
financial stability (4L T), which is estimated using the Altman’s score [15]. To obtain this score, the following
formula is utilized:

(3)

ALT=1.2*Working capital/Total assets+1.4*Retained profits/Total assets+3.3*Earnings before interest and
taxation/Total assets+0.6*Market capitalization/Total liabilities+0.99*Sales/Total assets

The use of Altman’s score enables to assess the effects of ESG practices on financial stability, and financial
sustainability in general. The results in Panel A of Appendix 2 show that the coefficients of the ESG variables
are positive and statistically significant and suggest that firms with higher ESG rankings are financially more
stable. Panel B further verifies that the financial stability-increasing effects of ESG practices are stronger for
firms from developed countries. Overall, the results in Appendix 2 support those in Tables 4 and 5 and sug-
gest that higher ESG practices lead to better financial sustainability, and these effects are more pronounced for
developed countries, thus highlighting the importance of the country’s economic development.
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CONCLUSIONS

This study empirically examines the effects of ESG practices on firm financial performance and investi-
gates whether these effects differ for firms in developed and developing countries. Based on a large sample
(34,953 firm-observations) from 49 countries for the 2002-2022 period, this study reveals that the individual
and overall ESG practices are positively associated with financial performance. Furthermore, the positive im-
pacts of ESG initiatives on financial performance are more pronounced for developed countries. The results
from additional analysis also confirm that increased ESG practices play a crucial role in enhancing financial
sustainability in both developed and developed economies.

The findings of this work have important implications for various stakeholders. For example, the results
suggest that corporate managers that seek to increase shareholder value and enhance financial sustainability
need to introduce and implement proactive ESG practices. In particular, they need to focus not only on ESG
practices in general but also need to promote sustainable development by engaging in proactive environmen-
tal initiatives, undertaking forward-looking social activities, and adopting effective governance mechanisms.
Further, the findings may help investors, who are concerned about sustainability issues, select eco-friendly
projects and make effective investment decisions. The results also suggest that both national and global regula-
tors need to support corporations by introducing effective and enforceable policies and regulations that aim to
promote ESG practices and corporate sustainability in general.
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ESG TO/KIPUBEJIEPIHIH KOMITAHUSJIAPABIH KAPXKDBIJIBIK TYPAKTbBIJIBIFBIHA
OCEPI: JAMBIF'AH )KOHE JAMYIIbI EJJAEPAIH TOXKIPUBECI

H. Opazaimun’*, 9. Ko:xkaxmerona®, K. Aoapamosa’
'KMMDOII ynusepcuterti, Anmarsl, Kazakcran PecryOinkacs
2Konmanbasl FRUTBIMIAP JKOHE aKIMapaTThIK TEXHOJOTHsIAp MHCTUTYThI, AnMarhl, Kazakcran
Pecmy6nukacer
SKasakcran-bpuran TexHuKanbIK yHEBepcHTeTi, AnMatsl, Kasakctan Pecry0aukacer

AHIATHA

3epmmeyoiy maxcamol — by 3eprrey ESG (3KOJIOTUSIIBIK, 9JICYMETTIK JKoHE Oackapy) TokipuOeCiHiH
JAMbIFaH KOHE JaMyIIbl SKOHOMHUKAIApAarsl GUpMalap/IblH Kap KbUTBIK TYPAKTBUIBIFBIHA dCEpiH 3epTTeyre
OarbITTaJIFaH.

Ooicnamacwvl — [1aHeNmbIIK PErPecCHsIIbIK TalIay bUI, CEKTOP JKOHE el OOMBIHILA TipKeITeH dcepiepai
Oakputay apkbuibl ESG ToxipuOeciHiH KapKbUIBIK TYPaKTBUIBIKKA 9CEPIH TEKCepy YIIIH KOJAaHBLIAIbI.
Kapxbuibik eHiMinik ToOuHHIH Q-bI KeMeriMeH euieHel, an ESG toxipubenepi Akon's ASSET4 asnbiaran
ESG ynaiinaps! apkbuist emmenesti. Conrbl yiri 2002 sxpuiaan 2022 xbutra neitin 49 engen ansiaran 34 953
(bupMabIK OaKbLUIaYyIaH TYPAJIbL.

3epmmeyoiy bipeeetiniei / kynoviiviebl — by xxymbic ESG Toxipubeci MEH opTypiil elieple KyMbIC
ICTEHTIH MEMIIEKETTIK (QUpMaapAblH KapKbUIBIK TYPAKTBUIBIFBI apachbIHIAFbl KapbIM-KATBIHAC TYpaJIb
KaHa TYCIHIKTep Oepy koHe KopropaTtuBTik ESG Gactamanapsl MeH TYpaKThUIBIKTHI KBUDKBITY/Ia MEMIICKET
JICHI'eHiHACT] YKOHOMHKAIIBIK JKaFAaliaplblH pOJliH KOPCETy apKbUIbI dpTYpJi MY/JENi Tapantap YIIiH
MaHBI3/Ibl KOPBITHIHJIBIIAP/IbI YChIHABI.

3epmmey Homuoicenepi — 3epTTeY )KEKe ®KoHE KOMIO3UIUIIBIK ESG Taxxipubesepi KapKbUIbIK HOTHXKEIEP I
alTapibIKTail KakcapTa ajlaTblHbIH KepceTeai. HoTmxkenep COHbIMEH KaTap 3KOJIOTHSUIBIK JKOHE QJISYMETTIK
OacramanapbiH xoHe kainbl ESG ToxipuOeciHiH KapKbUIBIK TYPAKTHIIBIKKA OH 9Cepi JaMbIFaH eJIIep/IiH
¢upmanapbl yiiiH alKbIHBIpaK eKeHiH kepcereai. Tanmay HoTHxenepi skakcapteurran ESG ToxipuOeci
AJBTMaH WH/ICKCIMEH OJIIICHETIH KapXKbUIBIK TYPAKTHUIBIKTHI JKaKcapTa alnaThIHbIH pacTal/Ibl.

Tyuin cozdep: ESG Toxipubeci, pupMa OHIMALIITI, KAPKbUIBIK TYPAKTBUIBIK, TYPaKThl JaMy, JAaMbIFaH
enjep, JaMmyIlibl SKOHOMUKaIap.

Anevic: 3eprrey Kazakcran PecrnyOsukacel FbuibiM JKoHE KOFaphl OLIIM MUHHUCTPIIriHIH FhUlbIM
KoMHTeTIMEH Kapkbutanabipeiirad (I'pant Ne AP23490230).
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BJIUSHUE MPAKTHUK ESG HA ®PUHAHCOBYIO YCTOMYUBOCTH KOMITAHUM:
OIIBIT PASBUTBIX 1 PASBUBAIOIIUXCS CTPAH

H. Opazaimn'?, A. Kosxkaxmerona®, K. AGapamona’
"'Vausepcurer KUMDII, r. Anmatsl, Pecrryonmka Kazaxcran
MHCTATYT MPHUKIAAHBIX HAYK M HH(GOPMAIIMOHHBIX TEXHOIOTHH, AnmMmarsl, Pecrydamka Kazaxcran
SKazaxcrancko-BpHUTaHCKHI TEXHUYECKHI YHUBEPCHUTET, T. AnMartsl, Pecrry6imka Kazaxcran

AHHOTALIMUA

Llenv uccnedosanusi — JaHHOE WCCIIEIOBAaHWE HAIMPABIEHO HA W3y4YeHHWE BIMSHHUA TpakTnk ESG
(PKOJIOTHUECKHX, COITMANBHBIX W YIIPABICHUCCKHX) Ha (PMHAHCOBYIO yCTOWYMBOCTH (DMPM B PA3BHUTHIX H
Pa3BHUBAIOIINXCA YKOHOMHUKAX.

Memooonozus uccredosanus — MaHEIbHBIN PETPECCUOHHBIN aHAIN3 UCTIONB3YETCS TSI IPOBEPKH BIIHSTHUS
npaktuk ESG Ha (QuHAHCOBYIO YCTOMYMBOCTH ITyTEM KOHTPOJSA (PUKCHPOBAHHBIX d(PPEKTOB roaa, cekTopa
u ctpanbsl. DUHAHCOBBIE TTOKA3aTeN OICHUBAIOTCA Ha ocHOBe Q ToOmHa, B TO Bpems Kak mpakTtuku ESG
M3MEPSIOTCS ¢ UCToNib3oBaHueM OamtoB ESG, monmydernsix n3 ASSET4 Diikona. OxoHUaTenpHas BRIOOpKa
coctout u3 34 953 nabmonenuii 3a pupmamu u3 49 crpan ¢ 2002 mo 2022 roms!.

Opuzunansrocms / yenHocmy ucciedosanus — JaHHAs padoTa IpeyIaraeT BaKHbIE BEIBOBI IS PA3INIHBIX
3aMHTEPECOBAaHHBIX CTOPOH, MPEIOCTaBIsAs HOBOE IMOHMMAaHHME B3aWMOCBS3M Mexay mnpaktukamu ESG un
(bMHAHCOBOM YCTOHYMBOCTBIO TOCYAAPCTBEHHBIX (hHPM, padOTAIONMX B Pa3HBIX CTpaHaX, U IMOAYEPKHUBAs
pOIb PKOHOMHYECKHX YCJIOBHW Ha yYPOBHE CTpPaHBI B MPOABIDKEHHH KOPMOPATHBHBIX MHUALMATHB ESG m
YCTOWYHBOCTH.

Pezynemamul uccnedosanuss — McciegoBaHUE IOKA3bIBAET, YTO OTACIBHBIE M COCTaBHBIC MPAKTHUKU
ESG moryT cymecTBeHHO YIy4IIWTh (PMHAHCOBBIE ITOKa3aTeNH. Pe3ymbTaThl TakKe ITOKA3bIBAIOT, YTO
TTOJIO’KUTENBHOE BIUSHIE YKOJIOTHIECKUX W CONMATBHBIX MHUIMATUB B 001X nmpakTuk ESG Ha ¢urancoBoe
Onmarononyuune Oosee BBIpaXeHO Uit (pUpM M3 pa3BUTHIX CTpaH. JlanpHEUIwii aHaIu3 MOATBEPIKAAET, UTO
yIIydIIeHHbIe TPakTUKH ESG MOTyT THOBBICHTH (PMHAHCOBYIO CTAaOWIBHOCTBH, HU3MEPSEMYI0 KaK HHICKC
AnpTMaHa.

Knrouesvle cnosa: nipaktuku ESG, addextnBHOCTS GUPMBI, (pUHAHCOBAS YCTOWYHNBOCTH, YCTOWMYHNBOE
pa3BUTHE, pa3BUTHIE CTPAHBI, PA3BUBAIOIINECS IKOHOMHUKH.

brazooaprocms: iccnenoBanme BRITIOTHEHO IpH GHUHAHCOBOM onepkke Komurera Haykn MUHHCTEpCTBA
HayKHd 1 BeIcIIero oopa3oBanus PecryOmmkn Kazaxcran (rpant Ne AP23490230).
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Table 1 — Tabulation of Country

Country Frequency Percent Cumulative
AUSTRALIA 1257 3.60 3.60
AUSTRIA 237 0.68 4.27
BELGIUM 266 0.76 5.04
BRAZIL 651 1.86 6.90
CANADA 1582 4.53 11.42
CHILE 208 0.60 12.02
CHINA 1285 3.68 15.70
COLOMBIA 100 0.29 15.98
DENMARK 354 1.01 16.99
FINLAND 397 1.14 18.13
FRANCE 1158 3.31 21.44
GERMANY 1141 3.26 24.71
GREECE 139 0.40 25.11
HONG KONG 1104 3.16 28.26
HUNGARY 29 0.08 28.35
INDIA 532 1.52 29.87
INDONESIA 232 0.66 30.53
IRELAND 335 0.96 31.49
ISRAEL 65 0.19 31.68
ITALY 518 1.48 33.16
JAPAN 4798 13.73 46.89
KAZAKHSTAN 18 0.05 46.94
KUWAIT 23 0.07 47.00
LUXEMBOURG 73 0.21 47.21
MACAO 39 0.11 47.32
MALAYSIA 378 1.08 48.41
MEXICO 272 0.78 49.18
NETHERLANDS 522 1.49 50.68
NEW ZEALAND 246 0.70 51.38
NORWAY 342 0.98 52.36
PAPUA NEW GUINEA 13 0.04 52.40
PERU 43 0.12 52.52
PHILIPPINES 123 0.35 52.87
POLAND 136 0.39 53.26
PORTUGAL 128 0.37 53.63
RUSSIAN FEDERATION 264 0.76 54.38
SAUDI ARABIA 55 0.16 54.54
SINGAPORE 326 0.93 55.47
SOUTH AFRICA 769 2.20 57.67
SOUTH KOREA 789 2.26 59.93
SPAIN 446 1.28 61.21
SWEDEN 687 1.97 63.17
SWITZERLAND 678 1.94 65.11
TAIWAN 1224 3.50 68.61
THAILAND 277 0.79 69.40
TURKEY 237 0.68 70.08
UNITED ARAB EMIRATES 54 0.15 70.24
UNITED KINGDOM 3661 10.47 80.71
UNITED STATES 6742 19.29 100.00
Total 34953 100.00

Note — compiled by the author
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Appendix 1
Variables | Symbols | Descriptions
Dependent variable
Financial performance TOBIN (Market capitalization + Total liabilities)/Total assets
Independent variables
Environmental practices ENVscore Environmental scores obtained from ASSET4
Social practices SOCscore Social scores obtained from ASSET4
Governance practices GOVscore Governance scores obtained from ASSET4
ESG practices ESGscore Environmental scores obtained from ASSET4
Country groups DEVEL Dummy variable = 1 if firm-years belong to a developed country, and 0 otherwise
Control variables
Firm size FSIZE Natural logarithm of total assets
Profitability FPRFT Net earnings/Total assets*100
Slack SLACK Cash and cash equivalents/Total assets
Capital intensity CPLIN Long-term assets/Total assets
Liquidity LIQDT Current assets/Current liabilities
Leverage DEBT Total liabilities/Total assets
Note — compiled by the author

Appendix 2
Panel A: Effects of ESG practices on financial stability
(€)) ) 3) “)
ALT ALT ALT ALT
ENVscore 0.004™"
(0.000)
SOCscore 0.006™"
(0.001)
GOVscore 0.002""
(0.000)
ESGscore 0.008""
(0.001)
Controls Included Included Included Included
Year FE Included Included Included Included
Sector FE Included Included Included Included
Country FE Included Included Included Included
Observations 34953 34953 34953 34953
Adj. R-squared 0.638 0.639 0.637 0.639
Panel B: Effects of ESG practices in developed and developing economies
Q) 2 3) @
ALT ALT ALT ALT
ENVscore 0.004*%*%*
(0.000)
ENVscore*DEVEL 0.003%*
(0.001)
SOCscore 0.006%**
(0.001)
SOCscore*DEVEL 0.004***
(0.001)
GOVscore 0.002%**
(0.000)
GOVscore*DEVEL -0.001
(0.001)
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ESGscore 0.008***

(0.001)
ESGscore*DEVEL 0.004**

(0.002)
DEVEL 0.935%** 0.89*** 0.946%** 0.876%**

(0.122) (0.122) (0.120) (0.121)

Controls Included Included Included Included
Year FE Included Included Included Included
Sector FE Included Included Included Included
Country FE Included Included Included Included
Observations 34953 34953 34953 34953
Adj. R-squared 0.638 0.639 0.637 0.639
Notes: Robust standard errors are estimated in parentheses. All variables are described in Appendix 1. ***, ** * indicate the
significance levels at 1%, 5%, and 10%, respectively.

MPHTH 06.77.05
JEL Classification:J21;J24;J28;M14;R11
DOI: https://doi.org/10.52821/2789-4401-2024-4-110-121

THE ROLE OF COMPANIES AND GOVERNMENT PROGRAMS IN THE
DEVELOPMENT OF LABOR RESOURCES AND SOCIAL RESPONSIBILITY

Zh. A. Adambekova'*, N. T. Adambekov?, N. A. Amankeldy’
!Caspian University, Almaty, Republic of Kazakhstan
’International University of Information Technologies, Almaty, Republic of Kazakhstan

ABSTRACT

Purpose. This research investigates the role of labor resources in the sustainable development of the West
Kazakhstan Region (WKR), focusing on the impact of social responsibility initiatives on regional economic
stability and growth. The study seeks to elucidate the contributions of major enterprises and state programs to
labor market dynamics and regional development.

Methodology. The research employs a quantitative approach, analyzing demographic data, labor market
statistics, and corporate social responsibility (CSR) initiatives through statistical reports, surveys, interviews
from open sources, and document analysis. The study also utilizes data from platforms like hh.kz to assess job
vacancies and employment trends within the region.

Originality / value of the research. This study offers a comprehensive analysis of the connection between
labor resources and social responsibility in fostering regional development in Kazakhstan, a topic less explored
in existing literature. By focusing on WKO, the research highlights specific regional challenges and responses,
contributing to new insights into the effective management of labor resources in transitional economies.

The Findings reveal that WKR exhibits a stable economic condition with a labor force participation rate of
69.8 % and an unemployment rate of 4.9 % despite this stability, the region faces a shortage of qualified spe-
cialists. CSR initiatives by major enterprises like North Caspian Operating Company N.V. and KazMunayGas
(KMG) subsidiaries have positively impacted social infrastructure and employment rates. The study under-
scores the necessity of ongoing social projects, enhanced support for young specialists, and improved worker
qualifications to sustain economic growth and reduce unemployment in the region.

Keywords: labor resources, social responsibility, unemployment, state programs, West Kazakhstan region,
investment programs.
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