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Today, sustainable development has become a key item on the global agenda.
In this development process, the financial system plays an essential role, as the
effective allocation of economic resources is crucial for achieving sustainability
goals. In achieving sustainable progress, Environmental, Social, and Governance
(ESG) principles are of significant importance in managing financial resources.
For this system to function effectively, a certain legal and regulatory framework is
necessary. According to research conducted in the field of project financing, in
countries where such systems have been implemented, it has been proven that
inadequate legal and regulatory frameworks and the limited protection of creditors'
rights reduce efficiency.!

In emerging markets, the high-intensity nature of project financing requires tailored
risk management approaches. The presence of political and cross-border risks makes
it difficult to structure financial instruments. As a result, it becomes challenging to
meet the standardization, scale, and transaction volume requirements demanded by
institutional investors when financing infrastructure projects. Furthermore, below-
investment-grade ratings in these markets often hinder access to deep and liquid
institutional investor pools such as capital markets.

The importance of ESG principles is growing in ensuring sustainable
development. According to Robert G. Eccles, a professor at the Said Business
School, University of Oxford, “ESG factors play a critical role in ensuring a
company’s long-term success, as they represent the key indicators of corporate
sustainability for investors and stakeholders. ” >Adhering to these principles not only
supports a country’s environmental sustainability but also strengthens its social and
governance dimensions.

! Project finance : applications and insights to emerging markets infrastructure / Paul D. Clifford.
2 https://hbr.org/2024/09/moving-beyond-esg
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Sustainable development is at the core of the United Nations' global agenda,
which calls for a balance between economic growth, social well-being, and
environmental protection. ESG principles serve as guiding criteria for companies
and investors to reach these objectives. Therefore, incorporating these principles into
legal frameworks is essential to ensure their enforcement.

Investors are increasingly focusing on ESG factors in their decision-making
processes. According to Bloomberg’s projections, by 2030, ESG assets are expected
to exceed $40 trillion, accounting for more than 25% of total assets under
management. Europe alone is anticipated to hold over $18 trillion in ESG assets by
2030%. These figures clearly demonstrate that investors are expected to place even

greater emphasis on environmental, social, and governance aspects in the future.
Table 1 Comparative analysis of international legal norms on ESG principles*

Standard Organization Focus Area ESG Legal Status Practical
Name Components Significance
Paris UN (UNFCCC) | Climate change, | E International Guides national
Agreement environment (Environmental) | legal agreement | climate policies
GRI Global ESG reporting E,S G Voluntary Used by companies
Reporting standards international for preparing ESG
Initiative standard reports
UN SDGs UN (United Sustainable E,S G Voluntary Guides national and
Nations) Development global agenda corporate strategies
Goals
EU European Criteria for green | E Legally binding | Classifies
Taxonomy | Union economic (Environmental) | directive (EU) investments by
activities environmental
impact
SASB SASB Industry-specific | E, S, G Voluntary (now | Provides material
Foundation ESG standards merged into ESG disclosures for
ISSB) investors by industry
ISSB IFRS Global ESG E,S, G Unified global Integrates ESG into
Foundation financial standards (since | financial reporting
reporting 2023)
standards

3 https://www.bloomberg.com/company/press/global-esg-assets-predicted-to-hit-40-trillion-by-2030-despite-

challenging-environment-forecasts-bloomberg-intelligence

4 Prepared by the author based on the data
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The international legal regulation of ESG principles is of significant importance
and is implemented at various levels and through different mechanisms. Some
of these are normative legal instruments (such as the Paris Agreement and the EU
Taxonomy), while others are frameworks for corporate reporting and assessment
standards (like GRI, SASB, and ISSB). These norms are becoming key criteria for
ESG indicator reporting, directing investments, and shaping public policy.

Efficient allocation of resources and sound financial management are crucial factors
in achieving sustainable development. In particular, integrating Environmental,
Social, and Governance (ESG) principles into financial strategies can lead to long-
term economic stability. However, for this system to function effectively, a robust
legal foundation is essential. The legal regulation of ESG principles is a pressing
issue not only at the corporate level but also within national and international policy
contexts.

Globally, frameworks such as the Paris Agreement, the United Nations Sustainable
Development Goals (UN SDGs), GRI, SASB, ISSB, and the European Union’s EU
Taxonomy operate based on regulatory documents and standards at different levels
to guide ESG regulation. While some of these carry legal obligations, others provide
strategic direction and reporting criteria for companies.

The legal institutionalization of ESG principles is not only a reflection of corporate
social responsibility and sustainability but also a critical guarantee of economic
competitiveness, environmental security, and investment attractiveness for states.
From this perspective, integrating these principles into legal systems and aligning
them with international standards plays a vital role on the path toward sustainable
development.
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