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Abstract. Waves of recent global economic crises at the beginning of the 2000s gave a rise to an increased attention to external

effects, or spillovers, of environmental, social and corporate governance (ESG) practices of companies. The paper aims to study
the impact of ESG practices on regional economic and social development from the viewpoint of external stakeholders, consider-
ing the ability of local companies to retain key human capital. The theoretical framework of the research is corporate governance

theory and the ESG concept. Correlation, factor, regression and path analyses are used in combination to determine the impact of
individual ESG practices on regional development and place attachment. The empirical evidence comes from the 2023 survey of
359 respondents from two industrialized regions of Russia. The originality of the study is based on (1) a structured questionnaire

developed by the authors to examine external stakeholders’ opinions on ESG problems in the regions, and (2) the sociological

concept of place attachment viewed as the most important indicator of human capital retention. Our findings show that practices

of social responsibility and labour market growth primarily influence the perception of regional economic development. In turn,
there is no significant relationship between ESG practices and people’s attachment to the region of residence. Practical conclu-
sions show that external stakeholders are mainly concerned about ESG labour market spillovers: creation of stable jobs, provision

of career prospects and technological advantages in the region.
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HcciaegoBanue BTOPHYHEBIX 3¢ peKTOB ESG-IIpaKTHK KOMIIaHUMI

U1 BHEIIIHUX CTEHMKXO0JIIePOB B peruoHax Poccuu
E.B. Monoga, H.U. Ctpux
CypryTckuii rocyfapcTBeHHbIN yHuBepcuTerT, 1. CypryT, PO

AHHoTaLuA. BonHa rnobanbHbiX 3KOHOMUYECKUX KPU3KCOB B Hauane 2000-X IT. Bbi3Bana MOBbILLEHHOE BHAMAHKE K BHELIHUM,
UMM BTOPUYHBIM, 3GGEKTaM SKOM0rMUYeCKoro, CoLManbHOro 1 KopriopaTueHOro yrpasneHus (ESG). CTatba NOCBALLEHA N3YUYEHMIO
MHEHWSA BHELLHUX CTENKXONAEPOB O BANAHMUM ESG-NPaKTUK Ha SKOHOMWUYECKOE 1 CoLManbHOe Pa3BUTHE PETVIOHOB C yYETOM CMo-
COBHOCTY MECTHBIX KOMMAHWI YAEPXKMBaTb KNIOUYEBOIN YeNoBeYecknin KanuTan. MeTogonorus nccneioBaHns OCHOBBIBAETCA Ha
TEOPWU KOPMOPATMBHOTO yrpasneHus u ESG-koHuenuun. KombrHMpoBaHue KOPPEeNsALMOHHOIO, GaKTOPHOTO, perpeccMoHHOro
1 MyTEBOrO aHanM3a No3BOMWIO ONPEAENUTL BANSIHIAE OTAENbHbIX NPAKTUK ESG Ha pervioHanbHoe pasBuTue v NPUBA3aHHOCTb
K PEervioHy NpoXmBaHWsA. IMNUPUYECKYI0 OCHOBY MCCNEf0BaHUA COCTaBWUAN AaHHble onpoca 359 pecnoHeHToB U3 BYX Mpo-
MbILLSIEHHO PA3BUTbIX PErnoHoB Poccum, nposegeHHoro B 2023 . OpurMHanbHOCTb UCCNEA0BaHNA ONPEefenseTcs npumeHe-
Huem: 1) pa3paboTaHHOI aBTOpPamMm CTPYKTYPUPOBAHHOMN aHKETbI [N M3yYeHUA MHEHUIA BHELLHWX CTEMKXONAEPOB OTHOCUTENb-
HO npobnem ESG B pernoHax; 2) CoUMON0ormyeckon KOHLENUMM NpMBA3aHHOCTU K PETVOHY NPOXUBAHUS KaK BaXHeMLWwemMy rno-
KasaTefio yiep»KaHus yenoseyeckoro Kanutana. CornacHo nosyuyeHHbIM pesynbTaTam, NpaKThKa coLuanbHoi OTBETCTBEHHOCTH
1 POCT pbiHKa TPYAA BAUAIOT Ha BOCMPUATME PETVOHAIbHOMO SKOHOMMYECKOrO Pa3BuTys. B cBOI0 ouepeab, Mexay npakTukamu
ESG 1 npuBA3aHHOCTbIO NIOfEN K PETMOHY NPOXUBAHUA HET 3HaUMOM cBA3n. CenaH BbIBOA O TOM, UTO BHELLHME CTENKXONAEPDI
06€eCrnoKoeHbl Mpexae BCero BTopuuHbiMu 3pdpektamm ESG Ha pbiHKe Tpyaa: Co3haHnem cTabubHbIX Paboumx MecT, Hanmuem
KapbepHbIX MEPCMEKTUB N NPEA0CTaBNEHNEM TEXHONOTUYECKNX NMPEUMYLLECTB B PETVIOHE.

KnioueBbie cnoBa: ESG-npakTuKu; ycToumBoOe pa3BuTue; BTOPUYHble 3deKTbl; BHELIHME CTeKXONAepbl; pernoHbl Poccum.
Nudopmauymsa o cratbe: noctynuna 30 aHBaps 2023 r,; gopabotaHa 28 despans 2023 r,; opobpeHa 15 mapTa 2023 1.

Ccbinka gna yntupoBaHua: Popova E.V.,, Strikh N.I. (2023). Investigation of ESG spillovers for external stakeholders in Russian
regions // YnpaBneHeu. T. 14, N2 2. C. 20-34. DOI: 10.29141/2218-5003-2023-14-2-2. EDN: SHRXQY.




INTRODUCTION

Environmental, social, and corporate governance (ESG)
has become one of the most widely discussed and prac-
ticed management approaches for integrated strategic
planning in companies all over the world. ESG emerged
as an auxiliary instrument to provide sustainable devel-
opment and corporate social responsibility (CSR), which
encourages companies to adopt environmentally con-
cerned and socially responsible policies and to report on
their progress [Barman, 2018, p. 292]. Sustainable devel-
opment, on the one hand, is a global concept that aims
to meet the needs of the present without compromising
the ability of future generations to meet their own needs
[lamandi et al., 2019, p. 3]: it encompasses economic, so-
cial, and environmental aspects, and requires the par-
ticipation of all sectors of society, including business,
government, and civil society [Geissdoerfer et al., 2017,
p. 758]. CSR, on the other hand, is always perceived as a
broad concept that includes a company’s commitment to
ethical behaviour and the impact it has on society and the
environment as it includes a wide range of activities, such
as philanthropy, community engagement, and environ-
mental stewardship [Tian, Liu, Fan, 2015]. In general, ESG
practices are a subset of CSR and sustainable develop-
ment strategies, and focus specifically on environmental,
social, and corporate governance issues [Cagli, Mandaci,
Taskin, 2022; Chen, Lin, 2022].

Consumers and investors are becoming increasingly
aware of the impact of business on regional society and
the environment, that is why companies are recognizing
that sustainable business practices can lead to long-term
competitive advantage and financial benefits [Belik, Dut-
sinin, Nikulina, 2022], such as cost savings, risk reduction,
and improved reputation [Cadman, 2011; Li et al., 2023, p.
385]. ESG strategies are also becoming more popular as
governments around the world are implementing regula-
tions and policies to promote sustainable business prac-
tices and motivate companies to provide a comprehen-
sive perspective on their future activities and ability to
develop the local communities [Tang, 2022]. This includes,
for example, regulations to reduce carbon emissions
[Vinitskaia et al.,, 2021], promote renewable energy [Mo-
hammed, Al-Bazi, 2021], and protect employees’ rights.
Though in previous studies significant attention was paid
to financial aspects of ESG, such as its impact on cost of
capital [Garzén Jiménez, Zorio-Grima, 2021; Kelchevskaya,
Chernenko, Popova, 2017; Ng, Rezaee, 2015] and return
on assets [Belik, Dutsinin, Nikulina, 2022; Duygun et al.,
2022; Feng, Wu, 2021; Kamatra, Kartikaningdyah, 2015],
in the current research we focus on ESG factors, that in
recent years are crucial for external stakeholders, namely
regional community and labour market agents. The COV-
ID-19 pandemic, value chain disruptions, political frag-
mentation in 2022 and associated economic uncertainty
have only intensified this trend [Singh, Patel, Singh, 2022],
as stakeholders are increasingly focused on companies’
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ability to navigate and respond to these challenges in a
sustainable manner. This includes concerns about several
spillovers: a company’s impact on the environment, its
treatment of employees and other stakeholders, and its
overall governance practices. As a result, it is important
to study the impact of ESG considerations in their op-
erations and decision-making processes on the external
perception of their ability to address these concerns and
maintain the trust and confidence of stakeholders.

Therefore, there is a research gap in understanding
the effects of ESG spillovers at the regional level: while a
number of studies on the ESG impact on companies and
industries proliferates, less is known about how these ef-
fects influence the quality of life and external stakehold-
ers and attractiveness profiles of the regions [Chen et al.,
2022; Li, Lian, Xu, 2023; Uddin et al., 2022]. One reason for
this research gap is that ESG issues often have complex
and interconnected impacts that can be difficult to meas-
ure and quantify. For example, the effects of a company’s
environmental practices on local air and water quality
can be difficult to isolate and measure [Hsu, Chen, 2023].
Additionally, the effects of a company’s ESG practices on
local communities, such as job creation or increased tax
revenue, can be difficult to quantify. Another reason for
the research gap is that the effects of ESG issues on re-
gional economies can be highly dependent on the spe-
cific context. For example, the effects of a company’s ESG
practices on a community in a developed country may be
different than the effects on a community in a develop-
ing country [Jiang et al., 2022; Tang, 2022]. Despite these
challenges, understanding ESG spillovers at the regional
level is crucial for policymakers, companies, and inves-
tors to make informed decisions. Research in this area
can help to identify opportunities for companies to cre-
ate positive impacts and mitigate negative impacts on lo-
cal communities and regions. Overall, there is a need for
more research to understand the impact of ESG spillovers
on regional economies and to identify best practices for
companies to manage these effects.

The purpose of this paper is to study the impact of
ESG practices on regional economic and social develop-
ment from the viewpoint of external stakeholders, as
well as the ability of local companies to retain key human
capital. We propose that managers should consider ESG
spillovers in corporate strategy because they can have a
significant impact on a company’s reputation, financial
performance, and long-term sustainability. Environmen-
tal spillovers, such as pollution or resource depletion, can
lead to increased regulatory scrutiny, fines, and damage
to the company’s brand. Social spillovers, such as labour
practices or human rights violations, can also harm a
company’s reputation and lead to boycotts and divest-
ment. Governance spillovers, such as bribery or corrup-
tion, can lead to legal and financial risks. By taking these
ESG factors into account, managers can identify and miti-
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gate potential risks and opportunities, and position their
company for long-term success.

THEORETICAL BACKGROUND
Nature of environmental, social and governance spill-
overs

Spillovers refer to the positive or negative impacts
that a company’s ESG practices have on external stake-
holders (local communities, other businesses, and the
environment), which go beyond the direct impacts of a
company’s operations. An analysis of the literature over
the past 10 years has shown a proliferation of studies re-
lated to the impact of CSR on external stakeholders, ESG
spillovers, and its impact on regional development (Fig. 1).
Positive ESG spillovers can include improving the quality of
life for local communities through community develop-
ment programmes, employment opportunities, and en-
vironmental protection measures, supporting other busi-
nesses through responsible supply chain management
and procurement practices, contributing to the achieve-
ment of global sustainability goals, such as reducing car-
bon emissions and protecting biodiversity [Sushchenko
et al., 2020, p. 5]. Negative ESG spillovers can embrace envi-
ronmental degradation and health impacts on local com-
munities from pollution and resource extraction, damage
to the reputation of other businesses that are associated
with a company with poor ESG practices. Some compa-
nies experience failure to contribute to global sustainabil-
ity goals, such as by failing to reduce carbon emissions or
engaging in illegal deforestation [Cadman, 2011, p. 21]. It
is important to note that the ESG spillovers are not only
perceived by external stakeholders but also can have a fi-
nancial impact on the company [Jain, Sharma, Srivastava,
2019]. Bataeva, Kokurina, Karpov [2022] show that there is
a significant positive relationship between ESG disclosure
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rates and return on assets (ROA), equity (ROE), and invest-
ed capital (ROC) in Russian companies. Thus, companies
should consider the ESG spillovers in their decision-mak-
ing process in order to avoid negative impacts, enhance
positive spillovers, and ultimately contribute to sustain-
able development.

External stakeholders are individuals or groups that are
affected by or have an interest in a company’s operations,
such as regulators, government agencies and local com-
munities [Yang, Basile, 2022, p. 502]. Companies often use
adaptive ESG strategies to comply with regulations and
avoid penalties related to environmental and social issues
and minimize negative impacts on local communities by
reducing pollution, investing in local development pro-
jects, and promoting fair and inclusive employment prac-
tices [Orbaningsih, 2023; Ye, Li, 2020]. However, Cadman
[2011, p. 21] points out that third parties often have a pe-
ripheral role in ESG processes when it comes to decision-
making related to the impacts of a company’s operations
on local communities and the environment. One reason
for this is that these groups may not have the same level
of resources and influence as the company itself, making
it difficult for them to participate in decision-making on
an equal footing [Hsu, Chen, 2023; Tian, Liu, Fan, 2015].
Additionally, companies may be more focused on achiev-
ing short-term financial goals rather than considering the
long-term impact of their actions on local communities
and the environment, also external stakeholders influ-
ence changes over strategic life-cycle of the company [Lin
et al,, 2019]. According to the literature review, internal
effects and spillovers for different groups of stakeholders
can be organized as follows (Table 1).

Recent literature emphasizes economic spillovers of
the ESG strategies at the regional level. For instance, a
company’s commitment to reducing its carbon footprint
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Fig. 1. The number of publications in Scopus by keywords related to ESG spillovers, 2014-2022

Puc. 1. Konuyecmeo nybnukayuti 8 6aze Scopus, omo6paHHbIX NO K/1104e8bIM C/108aM,
C8A3AHHbIM € 8HeWHUMU 3¢hpekmamu ESG, 2014-2022
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Table 1 - ESG internal effects and spillovers for different groups of stakeholders at the regional level
Tabnuya 1 - BHympeHHue u 8HewHue 3¢hpekmol ESG 0515 paznuyHeix 2pynn 3aUuHmMepecosaHHbIX CMOPOH HA Pe2UOHATbHOM YpO8He

Internal

Type of effect (employees, managers, etc.)

Connected (investors, partners,
competitors, etc.)

External (local and global communities,
government)

Health and safety improve- | Lowered
ments, waste management,

Environmental . .
good working environment

environmental
creased retained earnings and divi-
dends due to reduced cost of environ-
mental payments and fines

risks, in-| Cleaner environment, green strategy
support, sustainable environment for fu-

ture generations, improved reputation

Stable jobs, competitive wag-

Lowered social risk, stable human re-

Human rights protection, gender equal-

long-term growth and de-| tors

creased uncertainty

Social es and conditions, regional | source relations, human capital reten- | ity, improved reputation, growing labour
human capital retention tion market
Operational efficiency, new | Lowered financial and legal risks, im- | Decreased levels of bribery and corrup-
Governance technology introduction, | proved ROA, ROE and ROC for inves- | tion, financially sustainable business-

models and value chains, improved trans-
parency and positive perception

could lead to the development of new technologies and
business models that create jobs and economic growth
in a particular region. Similarly, socio-cultural ESG prac-
tices, such as a company’s focus on promoting diversity
and inclusion in the workplace could lead to increased
economic opportunities for underrepresented groups
in a specific region. Wang et al. [2022] clarified that ESG
practices strengthen the effect of state regulation in in-
dustries, reducing transaction costs associated with the
interaction between the state and society, as companies
take on part of the obligations to reallocate resources and
strengthen social and environmental infrastructure. Ad-
ditionally, companies that prioritize environmental sus-
tainability can also help to mitigate the economic costs
of environmental degradation or natural disasters in a
particular region. Social aspects of ESG in some cases cre-
ate sustainable social capital. Orekhova and Zarutskaya
[2021, p. 37] show that the relational component of so-
cial capital impacts on business performance, it also acts
as a resource that gives an optimization effect in relation
to the organization’s existing assets. On the other hand,
implementing ESG strategies may also have negative so-
cial spillovers if they lead to higher costs for companies
which may result in job losses or reduced investment in
a particular region. Therefore, it's important to note that
the impact of ESG strategies on regional economics is
context-specific and depends on the specific measures
being taken and the region in question. Therefore, we put
forward the first hypothesis:

H1. ESG socio-cultural practices and local labour market
development practices have a significant positive impact on
external stakeholders’ perception of regional economic and
social development.

Russian manufacturing companies play a leading role
in the national economy, as they are the vital suppliers
of jobs on the labour market and key tax payers for lo-
cal budgets [Popova, Strikh, 2021]. All these facts attract
the attention of external stakeholders to their responsi-
ble behaviour and social performance of the business as
they often face tight resource constraints, such as limited

financial resources and market competition, which can
make it challenging to invest in sustainable development
initiatives. National regulatory and fiscal policy frame-
works are not always supportive of sustainable develop-
ment, leading companies to focus on short-term gains
rather than long-term sustainability [Stepanov, Makarov,
2021]. However, many companies are recognizing that
sustainability is not only important for achieving environ-
mental performance and responsible investing, but also
for the long-term success of their businesses [Yakovleva
et al., 2017]. Companies are finding ways to integrate
sustainability into their business models and operations,
such as by using renewable energy, reducing waste and
emissions, and improving supply chain practices.

ESG practices can improve the environmental per-
formance of a region by promoting sustainable business
practices and reducing negative environmental impacts
[Hadj, 2020]. For example, companies may adopt energy-
efficient technologies such as green energy [Babu et al.,
2022, p. 51], reduce waste and emissions, and engage in
environmentally friendly operations implementing con-
cept of green innovations [Li, Lian, Xu, 2023]. This can lead
to a reduction in environmental risks and improved envi-
ronmental outcomes, such as cleaner air and water, pres-
ervation of natural habitats, and reduced greenhouse gas
emissions. In environmental context ESG practices serve
as a catalyst for sustainable business operations, promot-
ing environmental stewardship, economic development,
and community engagement. External stakeholders can
benefit from the environmental investments of manu-
facturing companies from improved health outcomes,
new jobs in innovative areas such as renewable energy
and specific energy-related environmental management
practices [Inglesi-Lotz, 2016; Rahbauer et al., 2016]. A
region with a strong commitment to sustainability and
environmental protection can be more attractive to po-
tential investors, boosting local economic development.
Chen et al.[2022] on the data of Chinese companies show
that green financial reform provides inflow of invest-
ments into responsible manufacturing sector, resulting
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in higher ESG scores among companies. Enterprises that
promote environmental agenda among local communi-
ties and take their concerns into account can build trust
and enhance their reputation, leading to greater investor
support and engagement. Therefore, we put forward the
second hypothesis:

H2. ESG environmental practices have a significant posi-
tive impact on external stakeholders’ perception of regional
economic and social development.

ESG, regional development and place attachment

Recent literature shows that the climate created by
ESG practices in companies also affects the attractiveness
of living in the regions, people’s attachment to the place
and local community [Wen et al., 2022]. Place attachment
refers to the emotional bond that individuals have with
a specific location, such as a neighbourhood or specific
community [Finocchiaro, 2022, p. 264]. As responsible be-
haviour of economic agents refers to a company’s com-
mitment to initiatives related to the environment, com-
munity development, and employee well-being, there is
a connection between place attachment and ESG in that
companies that are socially responsible and engaged
in the community in which they operate. Certain CSR
or ESG-practices may foster stronger place attachment
among employees and local residents [Finocchiaro, 2022].
Additionally, companies that are sensitive to the impact
of their operations on the community and work to mini-
mize negative impact may be viewed more positively by
local residents, leading to increased place attachment.

One of the key ways in which ESG practices can en-
hance regional attractiveness is by promoting a higher
quality of life for residents [Wen et al,, 2022]. This can
include improving the health and well-being of local
communities by reducing environmental pollution and
enhancing environmental quality. It can also involve pro-
viding economic opportunities through job creation in
regions, improving quality of jobs and work-life balance
[Zheng, 2022]. Another important aspect of ESG practices
is their impact on community engagement and stake-
holder involvement [Hauser, 2016; Tian, Liu, Fan, 2015].
Companies that engage with local communities and take
their concerns into account can build trust and enhance
their reputation, leading to greater stakeholder self-iden-
tification, loyalty, support and engagement [Finocchiaro,
2022, p. 264]. This can contribute to the overall sustain-
ability of the local economy and help to ensure long-term
social outcomes, and lead to an influx of investment and
economic growth in the region. Finally, ESG practices can
contribute to the development of place attachment due
to technological advantage, high-quality living and work-
ing conditions, fostering a sense of pride and connection
among residents, leading to stronger communities.

Kosinskiy et al. [2020] use the concept of comfortable
living to explore the strategies for development of the
mining region in Russia. Comfortable living criteria also
closely related to ESG practices in companies; at the me-

soeconomic level, they are associated with long-term in-
dicators of regional development - the birth rate, life ex-
pectancy, and the amount of social investment. Akimova,
Volkov, Efimov [2021] identify a number of factors of the
regional development that affect the attachment to the
place and the attractiveness of the territory, among them
are geographical, socio-economic, cultural, leisure, tech-
nological and political factors. In general, the young pop-
ulation, which is associated with the future development
of the regions, is more inclined to change their place of
residence, and key attractiveness factor in this case is the
economic development of the regions. The level of wages
and the degree of its differentiation are critical criteria for
appeal of Russian cities, the presence of large employ-
ers in the region is also an additional factor contributing
to the retention of human capital. To a lesser extent, at-
tachment to a place is influenced by external effects of
ESG practices related to cultural and leisure activities and
political influence in the regions of presence [Akimova,
Volkov, Efimov, 2021, p. 394]. Therefore, we put forward
the third hypothesis:

H3. ESG practices have a significant direct and indirect
positive impact on external stakeholders’ place attachment.

METHODS AND DATA
To test the hypotheses put forward, a questionnaire is de-
veloped, consisting of several closed-type questions, in-
cluding the part that is necessary to measure variables in
the factor analysis (the questionnaire is presented below in
the section with the results of the study and discussion, the
full version and primary data are available in Appendix). Ex-
ploratory factor analysis (EFA) is a statistical technique used
to reduce a large number of variables into a smaller num-
ber of underlying factors or dimensions [Hair et al.,, 2018,
p. 124]. The goal of EFA is to identify the underlying struc-
ture of a set of variables and to understand the relation-
ships among them, applying cleaning procedures, format-
ting the data, checking for outliers, and ensuring that the
data meets the assumptions of the analysis. We identify the
underlying factors or dimensions in the data using princi-
pal component analysis and equimax rotation. Equimax
orthogonal rotation improves the interpretability of the
results and balances factor loadings, which are the corre-
lation coefficients between each variable and each factor
[Hair et al,, 2018, p. 1501. After the rotation the reliability of
factors are assessed by Cronbach’s alpha (CA) and average
variance extracted (EV, %). Factors are interpreted based
on the variables according the factor loadings (FL > 0.5),
which indicate the strength and direction of the relation-
ship between the variables and the factors. It's important
to note that EFA is considered as an exploratory technique,
so it is followed by least-square regression of factor means
and path analysis for validation of hypotheses.

In order to empirically test the proposed methods, a
survey of respondents living in two large industrial re-
gions of Russia is conducted (Table 2).
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Table 2 - Distribution of respondents in the sample by gender, age and region of residence, %
Tabnuya 2 - PacnpedeneHue pecnoH0eHMo8 8 3a8ucuMocmu 0m NoJid, 803pdcma u pe2uoHa NPOXUBAaHus, %

Khanty-Mansiysk Sverdlovsk oblast
Age of respondents Autonomous Okrug - Yugra Total
Female Male Female Male
18 to 23 years 253 13.1 4.7 1.9 451
24 to 45 years 134 114 10.3 8.4 435
46 years and above 3.1 1.7 4.2 25 11.4
Total 41.8 26.2 19.2 12.8 100.0

The respondents are members of the associations
of university graduates Khanty-Mansiysk Autonomous
Okrug and Sverdlovsk Region, that is, all respondents
have completed higher education. The initial sample in-
cluded 1,250 respondents, as a result, 359 responses are
received, which corresponds to a response rate of 28.7%
and is considered an acceptable result. The structure of
respondents is dominated by young people who are
most interested in the long-term results of the activities
of local manufacturing companies.

RESULTS AND DISCUSSION

At the first step of the study, in addition to answering
questions to measure exploratory variables and test hy-
potheses, we also ask respondents to rate their level of
knowledge in the field of socio-economic development
concepts on a Likert scale from 1 to 7, where 1 - respond-
ent is not at all familiar with the concept, 4 - there is a
basic understanding of the concept, 7 - the respondent
understands practical implications of the concept. The re-
sults obtained (Fig. 2) suggest that the concepts of green
products, product lifecycle management and CSR are the
most popular, while approaches to responsible invest-
ment and ESG remain less known. It is likely that this re-

sult is associated with the positioning of the environmen-
tal agenda in the media, which focuses on the possibility
of recycling, reusing materials, as well as charitable activi-
ties of companies. Of much less interest are the sustain-
able development issues, which remain abstract and dis-
tant from reality for the majority of the people surveyed.
In general, respondents showed above-average levels of
knowledge, which is partly due to the characteristics of
the sample, which were indicated earlier.

Respondents also answer which problems of regional
development are most associated with the activities of lo-
cal manufacturing companies. In the proposed list of 14
items, it is necessary to mark no more than five answer
options, then a rating is made for each option depending
on the number of answers received (Fig. 3). Significant at-
tention of respondents obviously is focused on environ-
mental problems associated with poor quality of tap wa-
ter and drastic climatic changes in the region of residence.
In addition, the presence of unauthorized accumulations
of industrial waste and low air quality in cities became pri-
ority problems. In second place are problems of an eco-
nomic nature related to socio-economic problems - infla-
tion, rising cost of living, difficulties in finding work and
low wages in the region of residence. It is obvious that the

7
6
5
4
3
2
Environmentally Product Corporate Green Sustainable  Environmental, Responsible
friendly lifecycle social investment  development social investment
products management  responsibility and green and corporate
economy governance

Fig. 2. Distribution of answers to the question “Which of these development concepts are you familiar with?”

Puc. 2. PacnpedeneHue omeemoes Ha 8onpoc «Kakue u3 0aHHbIX KOHUenyul pazeumus Bam 3Hakombi?»

' Box and whisker plots are shown, mean values are given for the variables.
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Poor quality of tap and drinking water

Sharp climatic changes in the region, weather anomalies

Unauthorized dumps and industrial waste, contamination of the territory
Poor air quality

High level of prices for products of manufacturing enterprises
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Difficulties with finding a job, few interesting vacancies [N 35.7
Low income level of employees of enterprises and the social tension [N 31.5
Wage inequality across occupations, gender inequality [N 30.9
Pollution of territories with chemicals and disturbance of lands by manufacturing companies [N = 26.2
Lack of adequate infrastructure and institutions for learning and development JIEN 223
Low level of participation of enterprises in the organization of cultural opportunities [N 21.4
Low attractiveness of manufacturing companies as employers _ 20.1
Problems in supporting the system of labor protection and health, social security _ 18.4
Cultural and other differences that become barriers to employee development - 15.6

0 10 20 30 40 50 60
Fig. 3. Distribution of answers to the question “What are the problems of social and environmental development of the region of
your residence related to the activities of manufacturing companies that bother you in the first place?’; %

Puc. 3. PacnpedeneHue omeemos Ha 8onpoc «Kakue npobsiembl coyuaabHO20 U 3K0/I02U4eCK020 pa3sumus pezuoHa Bawezo
NPoXKUBAHUSA, C8A3AHHbIE C 0eAMe/IbHOCMbIo NPOU3800CcMBeHHbIX KomnaHul, Bac 6ecnokosm e nepeyto odepeds?», %

growing importance of these risks is associated primarily
with the current wave of crises that began in 2020 and
disruption in supply chains, which led to negative exter-
nalities for regional communities. Of the least importance
for the respondents are social and cultural problems as-
sociated with the influence of manufacturing companies
and their ESG strategies, this concerns cultural differences,
low participation of companies in organizing leisure op-

portunities and the availability of adequate infrastructure
for the implementation of socially significant projects,
training and development of community representatives.

After several multiple-choice questions, a block of
statements follows, which are necessary to change vari-
ables and test hypotheses. The descriptive statistics and
the results of the factor analysis for the variables are
shown in Table 3.

Table 3 - Descriptive statistics and results of EFA for the selected variables
Tabnuya 3 - OnucamesnbHAs CMAMUCMUKA U pe3yibmamsl ()aKmMopHO20 AHAAU3d NepemMeHHbIX

Variables Mean| S.D. Factor EV,%| CA FL
A large number of opportunities in the labour market, high wages 388 | 1.72 0.78
The economic state of.the region, the level of inflation, unemployment and 422 | 167 076
incomes of the population
The standard of living of socially vulnerable segments of the population (large
. . . . 411 | 1.66 0.74
families, people with special needs, retired persons)
The presence of large employers, new industries and technologies 436 | 1.76 Economic 0.73
Health system: planned and emergency medical care 420 | 1.77 d?\:ﬁlopmgnt 15.8 | 0.93 | 0.72
of the region
Favourable conditions for small and medium-sized businesses, tax incentives 401 | 1.57 (F_DEV_ECON) 0.68
Access to a high-quality primary, general and vocational educational system 457 | 1.70 0.64
Development of the transport system: public transport and taxis 470 | 1.74 0.63
The level of trust in local authorities and awareness of their actions 348 | 1.75 0.55
Developed information and communication technologies, affordable Internet
. - 5.08 | 1.70 0.54
and mobile communications
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N
Table 3 (concluded) 2
OkoHuaHue mabn.3 3
3
Variables Mean| S.D. Factor EV,%| CA FL :
N
Architecture of the city and the presence of city attractions 4.07 | 1.86 082 | &
[+
Availability of natural reserves and natural attractions 4,08 | 1.76 0.81 E
Cultural and leisure places, museums, exhibitions, theatres and other institutions | 4.39 | 1.79 0.81 E
Climatic conditions and geographic location 396 | 1.76 070 | £
- Socio-cultural S
()
Infrastructure for the development of children of preschool and school age, 459 | 172 | development 068 | B
sports grounds ) 15.1 |1 0.93 Z
of the region u
State of the environment 3.89 | 1.62 (F_DEV_SCQ) 066 | Z
= ]
Smart .sglutlons for city management, digital platforms for interaction with 391 | 171 062 | >
authorities
The presence of large shopping centres, bars and cafes 485 | 1.87 0.61
Independent, active and relevant media 378 | 1.75 0.58
Use of renewable or alternative energy sources 4.06 | 1.80 0.81
Investments in the processing of industrial and domestic waste 426 | 1.79 0.80
Timely installation and renewal of equipment for the protection of air, water and 413 | 187 0.79
soil : : Environmental :
Creation of environmentally friendly products, product life cycle management | 4.47 | 1.81 (EraPCtIIET\T\S/ Ezg) 154 1095 0.77
Efficient and environmentally friendly use of the natural resources of the region | 4.56 | 1.91 o 0.74
Promoting the image of environmentally friendly products and a“green”lifestyle | 4.31 | 1.80 0.73
Restoration of territories, “green” spaces 471 | 1.84 0.68
Organization and co-financing of social events and holidays 451 | 1.80 0.80
Programs for the protection of indigenous peoples living in the regions 442 | 1.93 0.80
Cooperation with local authorities in the field of social programs for regional 457 | 180 | Socio-cultural 074
development practices of 132 | 093
Organization of cultural exhibitions, factory museums, excursions 456 | 1.85 ESG (F_P_SC ’ ’ 0.69
Regular social payments for pregnancy and child care 5.00 | 1.83 ESG) 0.69
Social payments due to health problems 499 | 1.74 0.64
Payment of taxes to local, regional and federal budgets 456 | 1.74 0.51
Creation of stable jobs and regular payment of wages 5.10 | 1.86 0.77
Ensuring career and personal development, prospects for professionals 504 | 1.87 ESG Labour 0.73
. - - - - Market
Ensuring interesting and varied work using modern technologies 4.88 | 1.90 Development | 13.2 | 0.96 0.71
Social guarantees and wages above the industry average 5.02 | 1.85 Practices 0.67
Investments in social infrastructure, places of recreation and recreation for the (F_P_LMESG)
. 477 | 1.82 0.64
population

Note: The results of the authors’ calculations using IBM SPSS Statistics 23 based on the survey data are shown. The questionnaire is
developed by the authors based on a literature review. EV, % is percent of total variance explained, CA is Cronbach’s alpha, FL is factor

loadings.

The results of the factor analysis are adequate because
the Kaiser-Meyer-Olkin scores (KMO-test) and the Bartlett
sphericity measure are within acceptable limits (KMO =
0.995, p-value for the Bartlett test is significantly less than
1 %). As a result of the analysis, it is possible to identify
five stable theoretical constructs that are characterized
by a high degree of consistency (Cronbach’s alpha crite-
rion, CA, for each theoretical construct is higher than 0.9,
which is a good result). The economic development factor
(F_DEV_ECON) includes a group of variables that relate to
labour market opportunities, perceptions of inflation, un-
employment, and income levels. For most respondents,
economic development is primarily associated with the

development of the local labour market, as well as living
standards, especially for vulnerable segments of the pop-
ulation, such as large families, people with special needs
and pensioners. To a lesser extent, respondents noted the
influence of information and communication technolo-
gies as an important factor in the socio-economic devel-
opment of the region.

The factor analysis results only include values with
loads above 0.5, so one of the questions in this section
of the questionnaire is excluded from the analysis, it is re-
lated to the availability of natural resources in the region.
Despite the fact that the average answers for the ques-
tion are more than 4.8 points on Likert scale, it showed
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a low level of correlation with all other factors. In the
process of factor analysis, it is not possible to separate
the previously identified social, geographical, historical
and architectural factors that affect the attractiveness of
regions for living and their development. In this regard,
only one socio-cultural factor (F_DEV_SC) is singled out,
which includes all categories of statements related to
the cultural, infrastructural and environmental aspects of
regional development. Of greatest importance is the de-
velopment of infrastructure solutions and the presence of
interesting places, nature reserves, which form the basis
of the region’s heritage for future generations and affect
the emotional attachment of people.

Finally, within the factors, ESG practices are also clas-
sified and divided into three standard groups. These
practices are directly associated by respondents with the
operational activities of industrial enterprises and affect
the subjective attractiveness of the region for living, run-
ning a household, and providing for a family. As part of
the environmental factors (F_P_ENV ESG), priority is giv-
en to investments in environmental protection and new
technologies related to the processing of industrial waste.
The social factor (F_P_SC ESG) includes areas related to
the cultural involvement of companies, their impact on
the development of indigenous peoples, participation
in health programmes and training of employees and
the local population. A special category is the factor of
corporate governance, which for external stakeholders
is associated mainly with the development of the labour
market (F_P_LM ESG). In this case, respondents noted the
importance of creating stable jobs, providing career de-
velopment and interesting work, as well as investing in
new industries to increase the technological potential of
the region.

Based on the results of factor analysis, for each theo-
retical construct, the average value of all explicit variables

included in its composition is calculated, and then the
regression analysis procedure is carried out. In this case,
the questionnaire also included a question regarding lo-
cation attachment. To measure this variable, the follow-
ing scale is chosen, which is not explicitly presented by
the respondents in order to avoid psychologic biases in
the answers. The lowest scores (1, 2 and 3 points) corre-
sponded to the answers: “In the coming months, | plan to
change the region of residence due to environmental and
social problems’, “In the coming months | plan to change
the region of residence for personal reasons’, and “l would
like to change the region of residence, but | will live in
the region for the next three to five years, because there
are no resources or opportunities to move”. An interme-
diate or neutral value corresponds to the answer in the
questionnaire: “I plan to live in this region for the next
year, but | constantly think about changing the region of
residence”. Finally, high scores for location attachment (5,
6 and 7 points) corresponded to the responses “Planning
my personal life in the region for the next few years”, “I
would like to run a household and provide accommoda-
tion in the region for my family and relatives over the next
three to five years’,“l plan to work and raise children in the
region for the next three to five years”.

The results of the regression analysis are shown in Ta-
ble 4. To control the multicollinearity of factors, the vari-
ance inflation factor (VIF) is used, which in all models is
below 5, and therefore there is no significant multicollin-
earity. All models are statistically significant, F-statistics
and constants in the equations are significant. In addition,
the first two models have a fairly high explanatory power
at the level of 63 %. The first and second models evaluate
the impact of ESG and the perception of regional socio-
cultural development on economic development. It is
obvious that the most important variables in this case
are the strategies of companies for the development of

Table 4 — OLS regression analysis results
Tabnuya 4 - Pesynemamel pezpeccuoHHo20 aHanusa MHK

Dependent variable (direct effects)
Independent variables F_DEV_ECON F_DEV_ECON PL_ATT
B t B t B t

Constant 0.75 4.60%* 0.78 4.93%* 2.98 9.49
F_DEV_ECON Economic Development of the Region n/a n/a n/a n/a 0.09 0.93
F_DEV_SC Socio-Cultural Development of the Region 0.68 20.24** 0.69 20.67** 0.20 2.13%
F_P_ENV ESG Environmental Practices -0.08 -1.80 -0.07 -1.59 -0.01 -0.13
F_P_SCESG Socio-Cultural Practices 0.05 1.04 n/a n/a -0.03 -0.36
F_P_LM ESG Practices for Labour Market Development 0.16 3.44%* 0.19 4.47%* 0.12 1.28
Adjusted R? 63.3% 63.3% 7.2%
F-statistics 155.57 207.02 6.52
Durbin-Watson 2.00 1.99 2.01

Max. VIF 3.56 2.76 3.68
Observations 359 359 359

Note: Direct effects investigated. * = significant at the level less than 0.01; ** = significant at the level less than 0.05.



local labour markets and the socio-cultural image of the
regions, other variables are statistically insignificant, so
the first hypothesis is accepted, and the second is re-
jected. The third model, which includes the direct influ-
ence of the development level of regions and ESG prac-
tices on location attachment, showed a low explanatory
power (about 7 % of the variance), only the indicator of
socio-cultural development of regions is statistically sig-
nificant, and ESG practices do not have direct effects on
the resulting variable, therefore, the third hypothesis
put forward is not accepted at this stage of the analysis.
Probably, attachment to the region also depends on a sig-
nificant number of internal psychological and emotional
variables of the individual, which are not included in the
scope of this study.

To test the indirect effects, a path model that reflects
the causal relationships between the previously con-
sidered factors is proposed. Fig. 4 shows the effects of
ESG practices on the economic and social development
of the regions. Then the impact of development on the
desire of people to stay in the region of presence (place
attachment) is analysed. All significant relationships in
Fig. 4 are indicated by bold arrows; the resulting model
is statistically significant CMIN/DF (minimum discrepancy,
divided by its degrees of freedom) < 0.5, GFl (goodness
fit index) = 1, AGFI (adjusted goodness fit index) = 0.99,
which indicates a high explanatory power of the model,
RMSEA (root mean square error of approximation) = 0.01.
However, the indirect effects of the influence of ESG fac-
tors on people’s attachment to the region could not be
confirmed at a statistically significant level, and the third
hypothesis is rejected. As shown earlier, social responsibil-
ity practices have a direct impact on the perception of the
development of the region’s economy. An important re-
sult is that respondents give a key role in the perception
of the economic condition of the region to labour market
development practices — the population is keenly inter-
ested in the development of jobs and the technological
renewal of industries, the enrichment of work and the im-
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provement of career prospects. It is assumed that these
components primarily affect the reputational capital of
manufacturing enterprises as employers and social inves-
tors.

CONCLUSION

Investigating ESG spillovers for external stakeholders pro-
vides necessary insights to identify and understand the
positive and negative impacts that companies’ ESG prac-
tices have on local communities and the environment. In
Russia, the manufacturing enterprises, especially extrac-
tive industries such as oil and gas are among the most
important economic sectors, and their activities have a
significant impact on the environment and local commu-
nities. Therefore, understanding the impact of their op-
erations on the environment and communities provides
methodological support to improve management prac-
tices and withstand challenges of development and pre-
serve natural resources for future generations. Identified
research gap in understanding ESG spillovers is caused
by the lack of data and information available on external
stakeholders’ personal perceptions, particularly with re-
gard to the social and environmental impacts of compa-
nies’ operations. Sectoral ESG ratings, based on internal
information of companies usually have methodological
biases associated with distortions in understanding the
real needs of the population and the study of their subjec-
tive perception. Another challenge is the lack of transpar-
ency in the Russian business environment, which makes
it difficult to obtain accurate and reliable information. De-
spite these challenges, there is an increasing awareness of
the importance of ESG practices and the need to investi-
gate their spillovers.

The originality of the proposed approach lies in sev-
eral dimensions. First, a questionnaire is developed that
allows testing the validity and internal consistency of the
factors identified in the theory, such as the economic,
socio-cultural development of the region, environmen-
tal, social and corporate governance practices. Second, as

0.73 -0.20
001 | F_DEV_ECON | 000
| FPENW | 025 _DEV_
0.72 027 0.57
079 ;[ Fepsc | | AT |
0.78 025014 -0.18
| FPpim | 0.08 | FDEV.SC |

Fig. 4. Path diagram for assessing the indirect effects and interactions between latent variables’

Puc. 4. [lymeeas duazpamma 0715 oyeHKU HenpAaMbIx 3h¢hekmoes 83aumodelicmeus nepemeHHbIX

' Standardized path coefficients are shown. Based on authors’ calculations using IBM SPSS Amos 23.

29

UPRAVLENETS/THE MANAGER 2023. Vol. 14. No. 2




30

YNPABAEHEL, 2023. Tom 14. Ne 2

CTpaTerI/NECKVIVI MeHeXXMEHT N KOprnopaTuBHOE ynpaBieHne

an important indicator of regional development, an indi-
cator of attachment to a place of residence is proposed,
reflecting an emotional connection with the local com-
munity, which is one of the main indicators of the quality
of regional development under the influence of compa-
nies operating in it. Third, a path model is proposed that
reflects the direct and indirect effects of the interaction
between factors.

The results of the study suggest that only specific prac-
tices of the organization’s ESG initiatives that involve di-
rect interaction with external stakeholders have a positive
impact on how the organization is perceived as socially
responsible and how attached individuals are to their re-
gion of residence. This finding is surprising because it goes
against the commonly accepted belief that all ESG prac-
tices have a positive impact on stakeholder perceptions
and attachment to the region. Empirical testing allowed
us to conclude that the most important predictors in the
subjective assessment of regional development are mature
ESG practices related to the labour market and socio-cultur-
al aspects of the life of local communities. The study sug-
gests that organizations should prioritize ESG practices
that involve direct interaction with external stakeholders,
such as creation of stable jobs, demonstration of career
opportunities, and human capital development practices.
These practices are more likely to improve stakeholder
perceptions of the organization’s social responsibility
and increase attachment to the region. Overall, the study
highlights the importance of strategic CSR practices that
are tailored to the specific needs and expectations of ex-
ternal stakeholders. Participation of companies in these
activities is obviously a priority in today’s resource con-
straints and supply chain disruptions.

Practical implications for ESG-related labour market
policies. The study prioritized activities for ESG strategies
improvement, empathizing that managers can develop
human resource policies to improve the quality of jobs,

labour market potential of the region, and increase attrac-
tiveness as employers using ESG principles and strategies
for non-financial disclosures, reputation improvements
and external CRS positioning at the regional level in the
following ways. Applied policies in companies should that
promote fair labour practices such as fair wages, talent
management and human capital retention, safe working
conditions, and non-discrimination by creating a more
productive and innovative workforce. This can improve
the quality of jobs for employees and increase the at-
tractiveness of the company as a responsible employer.
It is also important to develop policies that provide em-
ployees with opportunities for training and development,
which can improve their skills and increase their labour
market potential, diversity and inclusion to create a more
inclusive and equitable workplace. This can increase the
attractiveness of the company as a responsible employer
and help to improve the labour market potential of the
region by providing a more diverse range of job opportu-
nities, promoting sustainable economic growth.

Limitations and further research. There are several
limitations of research using survey methods that rely on
self-reported data, which may be subject to bias or inac-
curacies, obtained data may not capture all relevant in-
formation to provide a comprehensive understanding of
ESG spillovers. Though we test and verify theoretical con-
structs, such as ESG practices and regional development,
on a relatively small sample size, we consider obtained
results can be generalizable to other non-industrial re-
gions or service sectors. However, path analysis assumes
that the relationships between variables are causal and
additive, which may not always be the case. Even with a
large sample size and robust statistical methods, it can be
challenging to capture all the ESG spillovers, as they can
be diverse and may occur in different forms, that is why
further research should consider alternative methods or
data sources.m

Appendix - Primary data and questionnaire
punoxeHue - [lepguyHbie 0aHHble U aHKema

The questionnaire primary data used in the article are given at stable URL: https://drive.google.com/drive/
folders/1y03NeOLvVeAT-k-dD4LXt-Eb8gxxnRQE?usp=sharing. (in Russ.)
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