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The modern concept of sustainable development originated on the basis of the Club of
Rome and allowed considering the interrelationship of three key aspects of development:
economic, social, and environmental. Edward Barbier, one of the founders of this approach,
notes that ecological, economic, and social systems are three systems which are considered
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key to any development [1]. According to Edward Barbier, sustainable development can be
achieved only if the balance of all the three directions, which strengthen each other, is
maintained.

ESG was first mentioned in 2005 at the conference “Who Cares Wins” in the
report “Investing for Long-Term Value” [2]. According to this report, the concept of
sustainable development combines three key components: environmental, social, and
governance.

Such foreign authors as E. Le Roy, P. Teilhard de Chardin, G. Atkinson

aspects, as well as rational environmental management [3, 4].
issues of ecology and environmental protection, contrast the ¢

G. Atkinson, G. Daly, R. Costanza, E. Milli i . “Turner, K.
Williams investigated the concept of weak and stron ility. icular, G. Daly and

ly and R. Costanza, when
sustainable development is concerned it is impo nt to take infél account the limitations of

three-pronged concept of
, added the governance aspect
of sustainability. According to D.
important role in sustainable development

sustainability. In particular, D. Sachs, a
to the three traditionally distinguished
Sachs, the governance aspect in

[7].

Elkington describe the concept of corporate
sustainability. Propone achVtocus on sustainable development from a
corporate perspectl . oft developing the concept, the scientists analyze and take into

ered by commercial enterprises. The peculiarity of this

lopment goals. M. Porter and M. Kramer believe that only “clusters” or
ntrated groups of interacting commercial organizations and
to their activities can ensure sustainable development in practice.
at increasing the competitive advantages of enterprises belonging to the
as at distributing benefits among all cluster participants and those interested
pment. The cluster approach is aimed at solving the problem of sustainable
development both at meso- and micro-levels, and to some extent contributes to developing
e principles of corporate sustainability [9].

Research on sustainable development significantly advanced in 2006 after the UN
Principles for Responsible Investment were adopted. They defined responsible investing as
a strategy which ensures that environmental, social, and governance aspects are taken into
account when making management and investment decisions.

Under modern conditions, the search for approaches and mechanisms for
implementing sustainable development on the territory of problem regions is of particular
interest. It should be noted that quite a lot of research has been devoted to the development
of such regions. In this regard, the following scientists and specialists can be noted: E. B.
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Veprikova and A. A. Kislenok [10], A. G. Granberg [11], A. K. Ibraeva, D. M. Akisheva
and K. S. Adilbaev [12]; B. D. Babaev, N. V. Borovkova, E. E. Nikolaeva and others [13];
I. V. Panshin [14]; P. M. Mansurov and G. I. Mansurova [15]; A. A Khomyakova. and A.
G. Kaigorodov [16]; B. D. Babaev and D. B. Babaev [17]; V. Kislitsyna [18,20], K.
Chernyshev [18]; N. K. Savelyeva, A. A. Sozinova, V. M. Karaulov [19] and others [21].
The literature review makes it possible to distinguish two categories of problem
areas — depressed and underdeveloped regions.
Underdeveloped regions, when compared with other regions both now a
past, consistently demonstrate a lower level of socio-economic developme

classified as underdeveloped regions.

Depressed regions, unlike underdeveloped region
influenced the national economy, but subsequently faced a
reasons. It should be noted that the prolonged depressed
lead to the fact that the region will be considered unde

problem regions showed that there are curr
determining the depression of a territory. In

w level of gross domestic
ave gross domestic product
ered less developed and problematic.

eria for identifying problematic depressed
a low level of development of digital, energy

regional” development. Thus, the criteria under consideration
the population living in the region; the rate of outflow of
oung people; lower (compared to the average value for the

ropean Commission to identify problematic depressed regions and provide
riority support, as well as direct investments from the structural funds of the
European Union into their economies.

In the United States of America, a specific list of criteria is also used to classify
ions as depressed. These criteria include a high unemployment rate. Regions with a two-
year unemployment rate that exceeds the national average by one percentage point are
considered depressed. Another criterion for classifying regions as depressed is a low
income level. If the income level of the population in a region is below 80% of the national
average, the region is considered depressed. One more criterion for classifying a region as
depressed in the United States of America is a high poverty rate. Regions that have
experienced a significant population decline can also be considered depressed. The closure
of large enterprises; significant labor and capital outflow are among the criteria for
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classifying regions as depressed and allow identifying those that should receive targeted
government support and preferences to stimulate economic growth and improve living
standards.

In the Russian Federation, the state of depression at the regional level was
encountered in the mid-1990s. By this time, previously prosperous subjects of the Russian
Federation began to experience a steady decline in the level of social and economic
development, and a return to the previous state of their social and economic spherg

policy, requiring the development of an appropriate regulatory and legal fram
measures to overcome the depression of individual territories.
In 1997 and 2000, parliamentary hearings were held in the S

enshrine at the legislative level: 1) the definition of the concept
the goals and principles of providing state support to territo

criteria and principles by which the list of depressed te
should be formed. According to the draft Federal La

second reading on March 12, 2003, the concepf 0f a depressed territory is based on the
presence of an economy with a highly homogene ich, as a result of an acute
crisis in a key industry (or key industries), found f deep economic decline.
According to the draft of this Feders
classifying territories as depressed: loct
administrative units; similar industry st
and other characteristics of th

aries of one or more adjacent
development, state of fixed assets

icant (more than 25%) lag behind the average
years in terms of unemployment (as a percentage of the
d the ratio of cash income to the subsistence minimum

on volumes; a decline in individual industries, including socially significant
ing population income; deterioration of the environmental situation;
ber of people living in the region; reduction in the number of

cks: employment and unemployment, quality and standard of living, scale
jes of production. The lack of unified criteria for determining the depressiveness
of the territory explains the variety of interpretations of the concept of a “depressed” region.
E. B. Veprikova and A. A. Kislenok propose to consider the territory depressed or
blem if it is characterized by: “lag in development compared to the average values for
the country or the average values for a group of similar territories; steady stagnation
/degradation of the dynamics of the values of socio-economic development indicators;
limited resources for self-resolution of the problem situation” [10]. The authors note that if
there is only a part of the features mentioned above, it indicates a possible risk of
depression in the region and requires corrective management actions by the authorities.
According to A. G. Granberg [11], the depressed region is characterized by the
fact that in the past this territory had great potential resources, and currently it is
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characterized by low values of socio-economic indicators. Such values are the result of
various economic downturns, military operations in the region, the impact of anthropogenic
and natural disasters, and large-scale social and political conflicts.

P. M. Mansurov and G. I. Mansurova believe that currently depressed territories
should include only those territories “where the rates of decline in production, a decrease in
living standards, an increase in negative trends in employment, demography, the state of
social infrastructure, etc. are higher than both national and macro-regional rates” [15

A. A. Khomyakova and A. G. Kaigorodov define a depressed region as
whose economy has significantly worsened compared to its previous state &
grown for a long time” [16].

B. D. Babaev and D. B. Babaev [17] propose to expand the list o

inability to overcome stagnation on their own and the need for
one: “the reduced quality of resources — natural, economic

regions.”

The above-mentioned researchers interpret the
different ways, but they all agree that a depres i not have its own
opportunities to get out of the current state and ne r rather from the
state.

cientists and the essential

Taking into account the opinion of the aliive-mention
b8l economic development

content of the concept of depression as
characterized by a decline in productiog
and other negative trends” [16], it is p
territory that for a long period cannot

epressed region as a problem
estore positions lost relative to its

Kirov Region Kur ] , Pskov Region, Smolensk Region, Ulyanovsk
ic. According to statistics, the list of depressed regions has

social sphere of such regions, these territories may have
ainable development. In this context, studying the state of
opment factors (ESG factors) of depressed regions, identifying similarities
dlrectlon and intensity of change in ESG factors as well as the

cant for the economy of any country. Identifying similarities and
e dynamics of ESG factors, as well as their relationship with investment
ill allow regional authorities to find the optimal balance between financial
support and the creation of conditions for the growth of economic, budgetary and tax
aotential, while observing all environmental requirements and standards. Such an integrated
approach can become the key to unlocking the hidden potential of depressed territories and
their successful revival.

The study is aimed at a comparative analysis of ESG indicators in Russian regions
that are experiencing an economic slowdown and are depressed. The study will test the
hypothesis: if there is a relationship between ESG factors and the investment potential of
such depressed areas. The results of the work will allow a better understanding of how
environmental, social and management aspects affect the attractiveness of investments in
depressed regions.
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To achieve this goal, data from the ESG rating of the subjects of the Russian
Federation for 2018 - 2021 provided by the RAEX rating agency and data from the
investment attractiveness rating of Russian regions for 2020 compiled by the RAEX rating
agency were used.

The scientific novelty of this study is to establish similarities and differences in the
current state and dynamics of the ESG factors, as well as to establish the correlation
between the ESG factors and the investment potential of depressed regions. This, ig

regions, which, as a result, will accelerate the implementation of the concept ofy
development, stimulate the inflow of investments that will restore strategi;
ensure changing these regions’ depressed state in the future.

2 Materials and Methods

To conduct a comparative analysis of the current state and
Russian depressed regions, data from the ESG rating

e a conclusion about the
annual ESG ranking of

directions of sustainable development factors,
implementation of the ESG agenda at the regi
Russian regions compiled by RAEX, regions are rding to the level of ESG
risk management. The environmental regions are assessed based
on the comparison of the level of risk tiveness of measures to reduce it. The
governance sphere was assessed takmg
improving the quality of publi and transparency. The ranking is based on

: in three areas (environmental, social, and

nmental risks (E-factor) indicators of ESG rating of subjects of the Russian
Federation compiled by RAEX rating agency

Indicators
“Negative” “Positive”
"Volume of pollutant emissions from | "The share of air pollutants that are captured and
stationary sources into the neutralized (in the total amount of air pollutants
atmosphere per capita" emitted by stationary sources)"

This indicator reflects the This indicator demonstrates the effectiveness of
environmental burden on the the applied environmental technologies and
environment associated with measures.

production activities.
"The amount of harmful substances "The share of passenger cars, trucks, and buses
emitted into the atmosphere by motor that can use natural gas as motor fuel (by
constituent entities of the Russian Federation)."
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transport per person"

This indicator reflects the
environmental burden on the
environment associated with the
operation of motor transport.

This indicator reflects the degree of use of
environmentally friendly fuels in the transport
sector.

"Discharge of polluted wastewater
into surface water bodies per capita"

This indicator reflects the volume of
polluted wastewater discharged into
water bodies per capita on average.
The indicator characterizes the
environmental load on water
resources.

"Volume of water (recycled and consistently
used) per person"

This indicator characterizes the efficienc
water use and the rationality of wat
use.

" Annual amount of waste generated
during production activities and
consumption per person"

This indicator shows the average
amount of waste generated as a result
of economic activity and human life
per person during the year. The
indicator reflects the level of waste
generation in the region.

"Volume of taken off municipal solid
waste per year per person"

average amount of g
waste that was co

in the process
consumption (i

ent of human capital, equal opportunities. To assess the degree of
ent of human capital and ensuring equal opportunities, the following
“Natural growth rate”, “Demographic burden”, “Share of the

Lable 2. List of social risks (S-factor) indicators of ESG rating of subjects of the Russian Federation
compiled by RAEX rating agency

Indicators

“Negative”

“Positive”

"Percentage of population earning
less than the minimum wage"

"Average expenditure of the consolidated
regional budget on social policy per capita,
taking into account the cost of living"

"Percentage of students attending

"Average expenditure of the consolidated
regional budget on education per capita, taking
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school in the second and third shifts" into account the cost of living"
"Average number of children who "Average expenditure of the consolidated
died before the age of one (over three | regional budget on health care per capita, taking
years)" into account the cost of living"
"Number of registered crimes "Average expenditure of the consolida
classified as serious and especially regional budget on security per capita, taking
serious, per 100,000 people for the account the cost of living
reporting period"
C'Percentage change in the average "Total number of jobs creatg
population over the past 10 years"

Source: Compiled by the authors based on RAEX [22]

The governance sphere (G-factor) c
accountability, and compliance with standards.
access this factor (see Table.3): anti-corruption
the income of administration employees, etc. Th
account while developing civil society,

s and industrial parks which have certification"

ional authorities and implemented anti-corruption procedures,

ity of the website, openness and public availability of job
aiii-corruption commission and its activities, openness and

blic availability of information about income "

el of budget management and regulatory impact"

vernment issues of the regional consolidated budget in relation to

the gross regional product"
uthors based on RAEX [22]

odology under consideration differs in that, for each negative indicator, it
esponding positive indicator that reflects the ability to overcome or
isting risks. For example, to assess the indicators of the ecological subsystem,
it is possible to compare the level of pollutant emissions with the share of captured and
utralized substances. A positive point is that emissions in general are reduced, the current
1 of emissions with an increase in the share of captured substances, or an increase in the
share of emissions with a faster decrease in pollution levels is maintained. If there is an
imbalance in the evaluation process, the interaction of subsystems within the ESG model is
inconsistent. However, when assessing public administration, ‘“negative indicator-
neutralizing indicator” is not applied since the assessment is based on evaluating the quality
of public administration.

To analyze the correlation between the ESG factors and the investment potential of
Russian depressed regions, data from the investment attractiveness rating of Russian
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regions developed by the RAEX rating agency for 2020 were used. The methodology for
assessing the investment attractiveness of Russian regions, developed by the RAEX rating
agency [23] makes it possible to obtain information about the current state of the
investment potential of various regions and its constituent elements. According to the
RAEX methodology, the investment potential of the region is determined based on nine key
factors [23]:
1) natural resource reserves in the region (the volume of basic ng
resources available for use);
2) labor market (its size and the educational level of the populatia
3) production activity (aggregate result of economic activiti
the region);
4) consumer demand (level of overall purchasing power,
5) infrastructure of the region (existing transport ne
infrastructure development in the region);
6) innovation (number of workers employe
amount of investment directed towards
innovative activity of economic entities
7) institutional conditions (develop and insurance
institutions; presence of favor development of
small and medium-sized busingsses, as well as individual entrepreneurs

8) financial resources ("conditiona
9) i

ey supply” in the region)
f development of tourist

g the overall index of investment potential of
ge sum of private investment potentials is calculated. Then
p the size of the total investment potential. The region
innovation potential is ranked first.

een the ESG factors and the investment potential of Russian
sed using the Spearman’s correlation coefficient, which is

B 621"1{2
N(N2-1)

=1
1)

re 151 the Spearman’s rank correlation coefficient;
is the square of the difference between the ranks;
N is the number of regions that participated in the ranking.

3 Results

The results of the ESG ranking of Russian depressed regions are shown in the figure below
(Fig. 1).
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Fig. 1. Dynamics of ESG ranking of Russian{ie ions for 2018 — 2021
Source: Compiled by the authors based on

Chuvash Republic and{® ion. 021, the Chuvash Republic took the 28th
place in the rankin,

, Psk0v region was ranked worst among all the depressed
Republic was the best. The difference in the positions of these
8 to 2020 ranged from 67 to 72 points. Thus, it can be
ere is a significant difference in the positions of depressed regions in the
all Ryssian regions.

, the positive dynamics of the ESG rating values was established in 3
regions (30%). These are such regions as Oryol, Kirov, and Ivanovo

¢ are the Chuvash Republic, Kurgan, and Smolensk regions. Unstable
ynamics of ESG rating values (both increase and decrease) was observed in the rest of the
epressed regions (40%).
The values of the ESG rating above the median (calculated for all the Russian
depressed regions) were observed in the following regions: the Chuvash Republic,
Ulyanovsk, and Smolensk regions. This is 30% of the number of the Russian depressed
regions. The share of depressed regions whose ESG rating values were lower than the
median calculated for all the depressed regions was 70%.

Thus, it can be concluded that there is no similarity in the direction and intensity of
changes in the ESG rating values among Russian depressed regions throughout the study
period.

10
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Kirov region
Volgograd region
Ivanovo region
Pskov region
Ulyanov region

W E-factor 2021

=== Median value by depressed re;

Fig. 2. Dynamics of E-factor ranks of ESG ranking of R regions in 2021

The comparative analysis of the SG rating of depressed regions in
owed that Smolensk region had the best E-
e 3rd place in the ESG rating in 2021. The
(69th place) and Volgograd region (67th

factor values (Fig. 2). S
worst values were obsg
place).

values in the environmental sphere reveals that among
ig. 2): 1) below the all-Russian median are Ivanovo,
2) above the all-Russian median are Kirov, Ulyanovsk, Oryol
Smolensk Kurgan Regions, Altai Terrltory

ic, Altai Territory (Fig. 2).
pared values of the ESG rating of Russian depressed regions in the social

in Ulyanovsk region (26th place) and the Chuvash Republic (35th place). The

orst values were observed in Kurgan region (82nd place), Altai Territory (79th place) and
ov region (74th place) (Fig.3).

11
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dssian median values revealed that among the regions with
all-Russian median are Smolensk, Kurgan regions, Altai

depressed regions
S-factor values

ulated for all the depressed regions are Volgograd, Ivanovo, Ulyanovsk,
, the Clmvash Republic (Fig. 3).

of the G-factor of the ESG-rating of Russian depressive regions
est G-factor values among the depressed regions were observed in
(17th place) and Ulyanovsk region (29th place). The worst values were
Kurgan region (79th place), Pskov region (77th place), and Smolensk region
(70th place) (Fig. 4).

The analysis of the G-factor values of the ESG rating of Russian depressed regions
omparison with the all-Russian median values established that among the regions where
the G-factor values 1) below the all-Russian median are Volgograd, Pskov, Oryol regions,
the Chuvash Republic, Smolensk, Kurgan regions, Altai Territory; 2) above the all-Russian
median are Kirov, Ulyanovsk, Ivanovo regions (Fig. 4).

The regions with G-factor values of the ESG rating 1) below the median calculated
for all the depressed regions are Volgograd, Pskov, Smolensk, Oryol, Kurgan regions; 2)
above the median calculated for all the depressed regions are Kirov, Ivanovo, Ulyanovsk
regions, Altai Territory, the Chuvash Republic (Fig. 4).

12
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Fig. 4. Dynamics of G-factor ranks of ESG i essed regions in 2021

Source: Compiled by the authors based on

ting are observed in two Russian depressed
vsk region. Kurgan, Pskov, and Volgograd

the levels of development of the ESG factors
ussian depressed regions, we summarize the available data

2020
Region’s place in Rank
Region’s the RAEX
place in the investment
RAEX ESG | attractiveness rating dy d,
rating (I) by investment
potential (I)
Kirov region 52 61 5 7
Volgograd 59 26
region
Ivanovo region 66 59 8 6
Pskov region 80 65 10 9
Ulyanovsk 17 46 2 3
region
Oryol region 63 64 7 8
Chuvash 13 55 1 5
Republic

13
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Smolensk region 38 53 3 4
Kurgan region 73 72 9 10
Altai Territory 39 27 4 2

Source: Compiled by the authors based on RAEX [26,28]

The linear relationship between ratings I and II can be assessed using the data from
Table 4. To do this, using the formula that was discussed above, we find the Speay
rank correlation coefficient. As a result, we get r/—I1=0.65, which characte
relationship as direct and moderate.

To establish the correlation between the levels of development of
and subpotentials, which, according to the methodology of the RAEX r

presented in Tables 4 and 5.

Table 5. Ratio of ESG rating level to the level of subpotentials i

Region’s = = ?—3 =
3 5 =] 2
Region ]tESeG rating §' é‘ ; % 2
5 3] 2 = o}
@ 2 = S Zz g
ES E 5 2
g S
vI) [ v [ (X)) | X | XD
Kirov region 52 54 39 65 41 44
Volgograd 9 3 34 25 22 52 38 20
region
38 56 53 81 62 46 34 46 56
66 70 70 76 72 54 16 32 69
20 48 41 54 55 44 37 62 49
63 60 62 75 64 59 25 65 63
47 58 36 80 53 49 24 50 58
37 49 52 72 60 30 26 42 59
urgan regio 73 70 72 68 42 67 67 54 77 67
39 15 33 26 23 31 31 44 25 25

Ty
Source: Compiled by the authors based on RAEX [26,28]

le 6. Data on ranks of ESG rating level and level of subpotentials included in investment potential
of Russian depressed regions in 2020

Rank
Region
s di [ ds [ dy[ds [ do|ds]ds]do|di]dus
Kirov region S1 7115|5544 ]10] 4
Volgograd region 6 | 3 1 1 2 1 1 8 3 1

14
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Ivanovo region 8 5 6 7 10| 7 6 5 6 5
Pskov region 10| 9 9 [10] 8 | 10| 8 1 2 10
Ulyanovsk region 2 |2 3 4 1 4 5 5 6 8
Oryol region 7 8 8 8 7 8 9 3 9
Chuvash Republic 1 6 7 3 9 3 712 7
Smolensk region 3 4 1 4 6 | 6 6 | 2| 4 5
Kurgan region 9 |10 10] 9 3 9 [ 10| 9
Altai Territory 4 1 2 |2 1 2 3 7

Source: Compiled by the authors based on RAEX [26,28]

= 0.67, rI-VIII = 0.48, rI-IX =0.0182, r[-X =-0.0182, rI-XI
calculating the Spearman’s rank correlation coefficient re

sustainable development, increase the effectiven 1 as increase the

ESG rating of these regions at the federal level a

of this process, as
whole.

4 Discussion

tment attractiveness rating allowed us
al values (see Table 4). Among them are
such Russian depressed regiafis™a irgan, and Oryol regions. Based on the results
of the assessment of the e levels of development of the ESG factors
and subpotentials of t 2l in Russian depressed regions, it can be
potential should be among the priority areas
ensuring sustain i ic development of these regions.

the development of labor potential may be: state support
edium-sized enterprises in the region; state support for
ew jobs in the region; creating and developing modern

industrial enterprises, scientific and educational organizations and
jons. This process may include joint research, development, training, technology
transfer and innovation, as well as creating an infrastructure to support interaction
between integration participants. This will contribute to improving the quality of
education and scientific research, transferring knowledge and technologies from
scientific organizations to industrial enterprises in the region, creating conditions for
the effective use of regional resources, and developing the competencies and
professional skills of specialists in the region;

— creating production and educational clusters, which will allow to adapt educational
programs to the real needs of the industrial complex of the region, introduce
innovations into the regional industry at a faster pace, receive adequate additional
education and improve the skills of employees of regional industrial enterprises;

15
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— regulating internal and external labor migration aimed at reducing the outflow of able-
bodied population from the region. This measure will attract and retain qualified
personnel in the region, as well as ensure equal opportunities for all participants in the
labor market;

— creating favorable conditions in the region for families with children and large families
by providing them with additional benefits, income support and social services, which
will improve their financial position and quality of life, and in the long term wj

the birth rate and an increase in the population, strengthening family
traditions, and formation of a stable, favorable social environment in th

that implement innovations;

— designing and implementing sectoral programs for the dev;
agro-industrial complexes in the region;

— improving the quality of jobs for the local popul
occupational safety, improved working conditio
professional growth and training, increased
provided;

— creating a unified data base by state autho
been trained and retrained in all areas of the

— synchronizing activities of educational insti
skills and retraining of employees
market;

1mp1ement1ng health promot1on

, ding development of healthcare
¢ new and modernizing existing medical
ent and introducing modern medical
igh- quality medical care for all residents of

among all age groups, etc.), developing sports
ew sports facilities (stadiums, swimming pools, gyms),

ial in these regions was established. This will increase the effectiveness of
measures to accelerate the process of implementing the concept of sustainable development
SG) in depressed regions, taking into account their specifics and peculiarities, and will
a0 help to develop and implement their own mechanisms for developing labor potential in
these regions.
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