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Abstract: This article embarks on a crucial exploration of the implementation and integration of
environmental, social, and governance (ESG) criteria within the energy sector of European countries,
with the ultimate objective of refining the energy legislation in Ukraine. The research delves into the
evolving role of ESG standards as a cornerstone in corporate strategy and investment, transitioned
from its roots in socially responsible investing to a comprehensive framework that intertwines ethical,
environmental, and governance considerations with financial analysis. The main thrust of the study
is the following: firstly, it provides a panoramic overview of ESG applications within European
energy projects, underscoring pivotal policies, strategies, and instances of successful ESG standard
incorporation. Secondly, it benchmarks and compares ESG practices across Europe’s energy sector to
distill best practices and their consequential trends and impacts. Lastly, this study converges these
European insights to forge pragmatic recommendations for Ukraine’s energy legislation, aiming for
an elevated integration of ESG standards that are in step with European benchmarks. The anticipated
outcomes offer recommendations for enhancing Ukraine’s energy sector with robust ESG standards,
proposing steps that align with the country’s newly adopted Energy Strategy 2050 and international
sustainability goals.

Keywords: ESG criteria; energy sector; European legislation; renewable energy; climate policy;
sustainability reporting; corporate governance; greenhouse gas emissions; energy efficiency; multicriteria
analysis

1. Introduction

The integration of ESG criteria into the energy sector is a critical issue facing nations as
they navigate towards sustainable development and climate change mitigation. This article
explores the advanced ESG regulatory frameworks of European Union countries, with a
keen focus on their application within the energy sector. By analyzing the legislative models
and implementation strategies from the Netherlands, Sweden, and Finland, this study
substantiates the growing importance of ESG considerations in shaping energy policies
and corporate governance.

This research holds particular relevance for countries like Ukraine, which seeks to har-
monize its policies with European standards and enhance its energy sector’s sustainability.
The introduction of robust ESG standards in Ukraine’s energy strategy could serve as a
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catalyst for economic development, energy security, and environmental protection. The
insights garnered from the EU’s approach offer a valuable roadmap for Ukraine, demon-
strating the potential impact of comprehensive ESG regulations on national energy policies
and the broader goal of achieving climate neutrality.

The aim of this article is to conduct a comprehensive analysis of the best practices in
applying environmental, social, and governance (ESG) criteria within European energy
sector projects and to develop recommendations for enhancing Ukrainian energy legislation
focusing on integrating ESG standards. The main objectives of the research are as follows:

• To provide an overview of the application of ESG criteria in the European energy sector.
The objective is to present an overview of how ESG criteria are currently applied in
the European energy sector, highlighting the critical policies, strategies, and examples
of successful integration of ESG standards in energy projects;

• To conduct a benchmarking and comparative analysis of ESG practices in Europe. This
objective focuses on benchmarking ESG practices across top-performing European
countries in the energy sector, aiming to identify and compare best practices, trends,
and the overall impact of these practices;

• To formulate recommendations for Ukrainian energy legislation. The final objective is
to synthesize the insights from the European context to propose actionable recommen-
dations for integrating ESG criteria into the Ukrainian energy sector’s legislative and
regulatory framework.

2. Literature Review

Environmental, social, and governance (ESG) criteria have evolved significantly over
the past few decades, transitioning from a niche interest into a central consideration in
global investment and corporate strategies.

Friede, Busch, and Bassen (2015) define ESG in their seminal paper ESG criteria as
non-financial factors that investors use to identify material risks and growth opportunities,
emphasizing the importance of these criteria in predicting financial performance [1]. Sulli-
van and Mackenzie (2017) delineate ESG criteria as metrics that enable investors to evaluate
a firm’s ethical impact and sustainability practices. They highlight the shift from traditional
financial reporting to include environmental stewardship, social responsibility, and effec-
tive governance as crucial for long-term investment strategies [2]. Clark, Feiner, and Viehs
(2015) articulate ESG standards as a framework that assesses companies based on their
environmental conservation efforts, social relationships, and governance structures. Their
definition underscores the role of ESG standards in enhancing or diminishing shareholder
value through its impact on a company’s reputation and operational efficiency [3]. Busch,
Bauer, and Orlitzky (2016) describe ESG criteria in their analysis as indicators of a com-
pany’s commitment to sustainable development goals. They view ESG as encompassing a
company’s energy use, waste management, employee relations, and board diversity, among
other factors, indicating a firm’s resilience to environmental and social challenges [4].

In the context of ESG applicability in investment, the origins of ESG can be traced back
to the socially responsible investing (SRI) movement of the 1960s and 1970s, which was
initially driven by the civil rights movement, anti-war protests, and environmental activism.
Townsend (2020) highlights that SRI’s evolution into ESG standards was significantly
influenced by the recognition of climate change risks and the importance of governance in
corporate performance. This transition marked a shift from exclusionary practices based on
moral or ethical grounds to a comprehensive framework that integrates sustainability into
financial analysis [5]. MacNeil and Esser (2021) provide a critical analysis of this evolution,
illustrating how the initial CSR (Corporate Social Responsibility) focus expanded into a
broader ESG framework. They argue for a transition from a “financial” model, which
views ESG criteria primarily through the lens of risk and returns, to an “entity” model
that emphasizes sustainability and governance within corporations themselves. This shift
reflects a growing consensus on the need for a more integrated approach to sustainability
that encompasses legal, ethical, and financial dimensions [6].
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The debate on ESG versus SRI centers on their origins and scope. While some view
ESG as an evolved, broader form of SRI, others consider SRI a more ethical, niche subset of
ESG. The consensus leans towards ESG as a wider term that incorporates SRI’s values into
broader management practices, focusing on sustainability. ESG, favored by institutional
investors for its universal applicability, merges SRI’s ethical considerations with governance,
indicating that ESG is an extension of SRI, reflecting its integration into modern, socially
responsible investment strategies.

It is also worth mentioning that the EU has not officially defined “ESG”, but it has em-
braced related concepts surrounding “sustainability”. This approach is reflected in various
policies and regulations aimed at promoting sustainable practices and investments within
the EU framework. Given this context, an examination of how different international and
European organizations conceptualize ESG becomes crucial. The following table provides a
comparative analysis of ESG definitions provided by the European Bank for Reconstruction
and Development (EBRD), the World Bank (WB), and the International Monetary Fund
(IMF), showcasing the diverse perspectives and emphasis each organization places on
the environmental, social, and governance components of sustainability (Table 1). This
comparative analysis serves as a foundation for understanding the broader implications of
ESG considerations in the financial and investment sectors, stressing the evolving nature of
sustainability in global financial practices.

Table 1. Comparative analysis of ESG definitions by international and European financial organizations.

Organization The Definition

The European Bank for Reconstruction and
Development (EBRD)

ESG standards at EBRD involve a comprehensive approach towards sustainable
development, focusing on promoting environmentally sound and sustainable
growth through various policies and strategies. This includes commitments to
environmental and social sustainability as a core aspect of achieving
their mandate.

The World Bank (WB)

Sustainable finance, closely related to ESG standards, is defined by the World
Bank as the process of integrating ESG considerations into financial
decision-making. This leads to investments that ensure long-term sustainability
in economic activities and projects. Another aspect is the inclusion of ESG factors
in fixed-income investments, emphasizing their materiality as credit risks and
advocating for their inclusion in credit risk analysis for stable financial returns.

The International Monetary Fund (IMF)

The IMF highlights sustainable finance as critical for financial stability,
incorporating ESG principles into business and investment strategies. It covers a
broad range of issues from climate change and pollution to labor practices and
corporate behavior. The IMF’s discussions emphasize the significant impact of
ESG issues on firm performance and financial stability, with a special focus on
climate change risks. This approach is seen as crucial for addressing systemic
risks and ensuring future generations can meet their needs.

Source: [7–9].

Baran et al. (2022) investigated the relationship between the ESG performance of
companies in the Polish energy sector and their corporate financial performance, namely
return on equity, return on assets, and return on sales [10]. Makridou et al. (2024) investigate
the impact of ESG on the profitability of energy companies in Europe through return on
assets by modeling and analyzing aggregate valuation and individual ESG parameters
over the period 1995–2020 [11]. In the article [12], the impact of Industry 4.0 on the ESG
standards of the energy sector is determined using machine learning using the method
of structural equations and confirmatory factor analysis. In the article [13], Chodnicka-
Jaworska analyzes the impact of ESG measures on credit ratings of the energy sector during
the COVID-19 crisis. The purpose of Wanday and Ajour’s research [14] is to investigate the
impact of companies’ ESG activities on investors’ returns, using quantitative analysis of
public companies’ financial indicators using return on equity, return on assets, return on
sales, return on investment, and using the SARIMA (Seasonal Autoregressive Integrated
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Moving Average) model to forecast revenues of companies. After controlling regional
and industry effects, a positive relationship between ESG standards and investor returns
was found.

3. Materials and Methods

In the methodology of this study, a combination of general and specialized approaches
was utilized to effectively address the set objectives. This encompasses systematic, an-
alytical, and synthetic methods tailored to dissect and interpret the research data com-
prehensively. A key part of the analysis involved comparative assessments to align with
relevant benchmarks, alongside a detailed legal examination of regulatory frameworks
in peer countries. Case study evaluations provided practical insights into the application
of laws, while multicriteria analysis assisted in the nuanced comparison and ranking of
legislative options through grouping and classification techniques.

To augment the existing methodological framework, SWOT analysis was employed
to assess the strengths, weaknesses, opportunities, and threats related to ESG legislation,
offering a balanced perspective on potential impacts and strategic considerations. Addi-
tionally, the simple additive weighting (SAW) method was integrated into the multicriteria
analysis to prioritize and rank legislative options based on a set of defined criteria, ensuring
a systematic and objective approach to decision-making. This method involves assigning
relative weights to each criterion before calculating a cumulative score for each option,
thereby facilitating a straightforward comparative analysis.

Additionally, we applied regression analysis using the method of least squares to
model and analyze the influence of different factors on fuel and oil expenditures as well as
the share of renewable energy production (percentage of total gross electricity production).
The factors analyzed include the level of GDP (in current USD), investments, migration (in-
flows of foreign population by country), and a dummy variable for the Russian–Ukrainian
war (Boolean variable with “0” for 1994–2021 and “1” for 2022). The analysis was conducted
for Germany, Poland, the Czech Republic, and France.

The primary data sources include references [15–17] as well as Eurostat data on gross
and net production of electricity and derived heat by type of plant and operator [18],
general government expenditure by function [19], the World Bank data on GDP [20] and
foreign direct investment [21], and OECD data on migration [22].

We checked the normality of distribution for all variables. The results showed that the
level of expenditures on fuel and oil, the share of renewable energy production, and the level
of migration have normal distributions for all countries, whereas GDP and investments do
not have normal distributions for most countries.

Through the application of these methodologies, the study aims to build a solid
theoretical and methodological foundation, enabling a thorough examination and synthesis
of findings that contribute to the broader understanding of ESG legislative frameworks.

4. Results
4.1. ESG Breakdown

The inception of environmental, social, and governance (ESG) criteria marks a trans-
formative era in the global economy, underscoring a pivotal shift towards sustainable
investment practices. ESG embodies a comprehensive framework, evaluating corporate
entities not solely on financial performance but also on their environmental stewardship,
social responsibility, and governance integrity. This evolution reflects a growing recog-
nition of the interconnectedness between corporate operations and broader societal and
environmental challenges.

Considering the nature of the ESG definition, it requires an analysis of the breakdown
of this concept to understand the evolution of the legislative framework and recently
imposed approaches to regulation across different countries.
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According to professors at BYU Marriott School of Management E. Stice and J. Stice [23],
Environmental activities within the ESG concept include energy use, carbon footprint, nat-
ural resource stewardship, management of dangerous substances, compliance with govern-
mental environmental regulation, and sustainability in resource use [15]. Social activities
may include the following key components: positive community involvement, emphasis
on diversity and equity in hiring and promotion, and fair and protective treatment of cus-
tomers. Finally, governance activities mainly comprise transparency in the decision-making
of the board of directors, diversity of the composition of the board of directors, fairness in
executive compensation, and controls to ensure ethical business practices.

This breakdown is not limited but represents only the main components of the gener-
ally accepted approach to understanding ESG components in the literature and regulation.

There are additional frameworks and standards that offer varied perspectives and
methodologies for evaluating and implementing environmental practices within organi-
zations. One such framework is provided by the Sustainability Accounting Standards
Board (SASB), which offers a detailed hierarchy for tracking and evaluating environmental
practices. SASB standards are sector-specific, recognizing that environmental issues impact
industries differently. These standards range from broad sustainability dimensions to
specific accounting metrics, covering areas such as greenhouse gas emissions, water use,
waste and pollution, land use, and biodiversity.

Not only environmental issues but other ESG components’ weights can vary signifi-
cantly within the concept of materiality, which is very well covered [24–26]. Materiality
in the context of ESG standards refers to how significant certain ESG factors are to a com-
pany’s financial performance, risk assessment, and investment decision-making. It suggests
that not all ESG elements have the same level of impact or importance for every industry,
company, or country. The concept of materiality helps investors and companies focus on
ESG issues that are most likely to affect financial outcomes and sustainability performance.

The weighting of materiality typically involves investors, analysts, and companies
themselves assessing which ESG factors are most relevant and significant to a company’s
business model and industry.

In a 2017 study, J. Bender investigated the varying significance of ESG factors across
different sectors. They highlighted that the emphasis on ESG components differs by indus-
try, demonstrating that the real estate sector prioritizes environmental factors exclusively,
assigning them a 100% weight. Conversely, sectors such as materials, industrials, consumer
discretionary, and consumer staples distribute equal importance to all three ESG dimen-
sions. This allocation reflects the unique characteristics and operational demands of each
industry, indicating a tailored approach to ESG prioritization. According to the study, the
energy sector is more focused on the environmental (40%) and governance components
(40%) [24].

The report [25], published by Refinitive (Table 2), studies the change in the weights
of ESG components for each industry presented on the capital market. Below is the
distribution of weights for the energy sector presented with such subsectors as Electric
Utilities and IPPs, and Renewable Energy. According to the study, there were no changes
during the last two years.

Table 2. Indicative ESG category weights matrix based on Refinitive assessment.

Industry Environmental Social Governance

Electric Utilities and IPPs (2022) 43% 33% 24%
Electric Utilities and IPPs (2023) 43% 33% 24%
Renewable Energy (2022) 40% 27% 33%
Renewable Energy (2023) 40% 27% 33%

Source: [25].
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Another study by Nagy, 2020, discusses the increasing importance of the governance
factor in ESG ratings over time. Initially, governance’s significance grew more than other
factors, indicating that negative governance-related events impact company capitalization
more swiftly compared to social and environmental events. Governance issues are seen
as relevant across all sectors, whereas social and environmental factors tend to be more
industry-specific [26].

The analysis underscores the evolving landscape of ESG criteria, highlighting the
diverse impact of environmental, social, and governance factors on corporate performance
across different sectors. This differentiation emphasizes the necessity of a nuanced ap-
proach to ESG evaluation, considering the unique materiality of ESG elements to each
industry, company, and country. Governance factors have gained prominence, reflecting
their broad relevance. Understanding these dynamics is crucial for navigating ESG legisla-
tion and regulatory frameworks, pointing towards a future where ESG integration becomes
increasingly sophisticated and tailored to specific sectoral and geographical contexts.

4.2. The Substance of ESG Regulation

To understand the legal framework that regulates ESG standards, it is important to
outline key trends and prerequisites that determined its current state. Given the current
discussion, there are two key factors that can be outlined:

• Environmental concerns have increasingly become a central aspect of regulatory and
investment considerations, catalyzing the implementation of ESG regulations. Histori-
cally seen as merely reputational risks, environmental issues are now recognized as
significant risks for both companies and investors, prompting enhanced regulatory
standards. The anticipation of regulatory changes, alongside heightened shareholder
engagement and consumer demand for corporate responsibility in mitigating climate
change, underscores the essential role of environmental stewardship in ESG practices.
This shift highlights the necessity for companies to adapt and improve their environ-
mental performance as a fundamental prerequisite for navigating the evolving ESG
regulatory landscape [27].

• The 2007–2008 financial crisis highlighted the significant impact of poor corporate
governance and risk management on the global economy and financial markets. This
event served as a catalyst for increased investor awareness and set the stage for the
implementation of ESG regulations. It underscored the necessity for companies to
adopt stronger governance and risk management practices as part of broader ESG
criteria to prevent future economic disruptions and align with evolving regulatory
expectations [28].

The implementation of ESG regulations is also influenced by several prerequisites that
ensure their effectiveness and integration into corporate strategy and operations. Beyond
the immediate response to financial crises and environmental concerns, these prerequisites
play a crucial role in shaping the landscape of ESG compliance and reporting. Here are
some key prerequisites for ESG regulation implementation:

• Stakeholder Engagement. The involvement of stakeholders, including investors,
customers, employees, and communities, is crucial. Their expectations and demands
for corporate responsibility and transparency drive companies to adopt ESG practices.
Engaging with stakeholders helps identify material issues that are most impactful and
relevant to both the business and its wider community.

• Corporate Governance and Leadership Commitment. Effective ESG implementation
requires strong governance structures and commitment from the top. This includes
the board of directors and senior management who are responsible for integrating ESG
standards into corporate strategy, risk management, and decision-making processes.
Leadership commitment ensures that ESG considerations are embedded across all
levels of the organization.
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• Access to Reliable Data and Measurement Tools. Companies need access to reliable
data and robust tools to measure and track ESG performance. This includes frame-
works for assessing environmental impacts, social contributions, and governance
practices. Accurate data collection and analysis are essential for setting benchmarks,
monitoring progress, and reporting on ESG outcomes transparently.

• Capacity Building and Education. Developing internal expertise and understanding of
ESG issues is critical. This may involve training programs for employees at all levels,
from executives to operational staff, to ensure they understand the importance of ESG
standards and how to implement related practices within their roles.

• Market Demand and Competitive Pressure. The increasing demand for sustainable
products and services, along with pressure from competitors who are advancing in
ESG, can serve as a catalyst for companies to adopt ESG regulations. Being competi-
tive in the market often requires demonstrating a commitment to sustainability and
responsible business practices.

• Technological Innovation. Advances in technology play a significant role in enabling
ESG practices. From renewable energy technologies to digital platforms for stakeholder
engagement and data analytics for sustainability metrics, technological innovation
supports the effective implementation of ESG initiatives.

These prerequisites highlight the multifaceted approach needed to implement ESG
regulations effectively. They underscore the importance of a supportive ecosystem that
includes regulatory frameworks, corporate commitment, stakeholder engagement, and the
tools and knowledge to measure and improve ESG performance.

4.3. Legal Framework

In recent decades, a fascinating phenomenon has emerged, highlighting the European
Union’s profound influence on global regulatory landscapes. This influence, known as the
“Brussels Effect”, reveals how the EU’s legislative prowess extends far beyond its borders,
shaping standards and practices worldwide. The term, introduced by Columbia Law
School Professor Anu Bradford in 2012, encapsulates the EU’s unique form of regulatory
power, which contrasts sharply with the traditional notions of hegemony rooted in military
might or economic dominance.

According to [27], there is the observation that the interconnectedness of global regu-
lation sees lawmakers around the world increasingly taking cues from decisions made in
regions far from their own. This trend has profound implications, affecting not just the legal
frameworks within countries but also the operational dynamics of companies and individ-
uals globally. The EU, with its ambitious regulatory standards in banking, social protection,
and beyond, has positioned itself as a leader, guiding the path of international regulation.

Bradford’s analysis brings to light the EU’s ability to dictate global norms in a range
of sectors without resorting to force or economic coercion. Instead, through market mecha-
nisms and the sheer scale of its internal market, the EU exports its regulations, influencing
third countries and setting benchmarks in environmental governance, digital privacy, and
chemical safety, among others. Landmark legislations such as the General Data Protection
Regulation (GDPR), the Registration, Evaluation, Authorisation of Chemicals (REACH),
and directives on electronic waste have not only been pioneering within their fields but
have also prompted multinational corporations to align their global operations with EU
standards for reasons of efficiency and effectiveness.

The study extends to the realm of ESG criteria, where the EU’s legislative measures
aimed at decarbonizing the economy are scrutinized. The paper explores the potential
ripple effects of these standards on non-EU countries’ legislations and their impact on
global business practices. Here, European businesses emerge as key market players, driving
the adoption of stringent ESG legislation from both shareholder and corporate perspectives,
underscoring the broader influence of the “Brussels Effect” in steering the global community
towards sustainable development and responsible governance.
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Analyzing ESG regulation in the EU, it is important to highlight the most significant
milestones in the evolution of ESG standards:

• The United Nations-supported Principles for Responsible Investment (PRI) were
introduced in 2006 to provide a framework for integrating ESG considerations into
investment decision-making and ownership practices. With signatories ranging from
asset owners to investment managers and service providers, the PRI have significantly
influenced the investment industry, steering billions of dollars toward sustainable
investments [29].

• The adoption of the Task Force on Climate-related Financial Disclosures (TCFD) Frame-
work (2015). The Financial Stability Board established the TCFD to develop recom-
mendations for more effective climate-related disclosures that could promote more
informed investment, credit, and insurance underwriting decisions. This initiative
reflects a shift from voluntary to mandatory climate risk reporting, significantly im-
pacting how companies and financial institutions disclose climate-related risks and
opportunities [30].

• The significant increase in the number of signatories to the Principles for Responsible
Investment (PRI) by 2019, with 2300 asset owners representing USD 80 trillion in
assets, marks a pivotal event in the global investment community’s shift towards
sustainability. This event is not merely a milestone in terms of numbers but a profound
demonstration of the investment community’s growing consensus on the importance
of integrating environmental, social, and governance (ESG) considerations into invest-
ment practices [29].

• The enhancement of the EU Sustainable Finance Disclosure Regulation (SFDR), which
came into effect in March 2021. This regulation represents a major step forward in the
European Union’s commitment to sustainable investing and transparency in financial
markets. The SFDR aims to increase transparency in the financial market regarding
sustainability, requiring financial market participants and financial advisers to disclose
how they integrate ESG factors into their risk processes, investment decisions, and
advisory activities [31].

It also worse mentioning that there are two important ESG regulations that came into
effect in 2023:

• The EU Taxonomy Regulation, established under Regulation No. 2020/852, creates a
definitive classification for environmentally sustainable economic activities within the
EU, aiming to guide investment into projects that contribute to European environmen-
tal objectives. It sets technical criteria for each activity to be considered sustainable
if it substantially contributes to one of six environmental objectives without causing
significant harm to any of the other objectives. This regulation also mandates that
companies also report comprehensively on their environmental impact, thus enabling
investors to make informed decisions and integrate sustainability into their investment
policies. Public institutions also utilize the taxonomy to refine ecological transition
policies. Since 1 January 2023, significant companies and financial market participants
must disclose the extent to which their activities are aligned with the EU Taxonomy’s
sustainability criteria [32].

• The EU’s Sustainable Finance Disclosure Regulation (SFDR) seeks to enhance the
transparency of sustainability claims in the investment market, targeting the prac-
tice of “greenwashing”. It requires that financial market participants disclose ESG
metrics at both the entity and product levels. Since becoming mandatory in January
2023, it requires financial entities to conform to specific disclosure obligations, in-
cluding the use of reporting templates and adherence to detailed regulatory content
and methodologies. Compliance is crucial for maintaining reputation and avoiding
penalties [33].
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The EU Taxonomy Regulation, established under Regulation No. 2020/852, creates
a definitive classification for environmentally sustainable economic activities within the
EU, aiming to guide investment into projects that contribute to European environmental
objectives. It sets technical criteria for each activity to be considered sustainable if it
substantially contributes to one of six environmental objectives, which include climate
change mitigation and adaptation, the sustainable use and protection of water and marine
resources, the transition to a circular economy, pollution prevention and control, and the
protection and restoration of biodiversity and ecosystems, without causing significant harm
to any of the other objectives.

This regulation also mandates that companies not only adhere to these criteria but
also report comprehensively on their environmental impact, thus enabling investors to
make informed decisions and integrate sustainability into their investment policies. Public
institutions also utilize the taxonomy to refine ecological transition policies. Since 1 January
2023, significant companies and financial market participants must disclose the extent
to which their activities are aligned with the EU Taxonomy’s sustainability criteria, as
stipulated by the CSRD and SFDR, which were previously limited to just two environmental
objectives and now encompass all six to ensure a broader and more accurate representation
of their sustainable practices.

Differences in ESG regulation between individual EU countries and overarching EU
regulation highlight the complex landscape of sustainable finance and disclosure require-
ments. While the European Union sets broad regulatory standards through directives and
regulations, individual member states may implement these standards differently, leading
to variations in how ESG factors are regulated across the continent. For instance, France,
Germany, and the Netherlands have introduced additional national policies that comple-
ment EU-wide measures, such as the Corporate Sustainability Reporting Directive (CSRD)
and the SFDR. These national policies might cover more specific aspects of sustainable
finance or provide further details on implementation, reflecting each country’s unique
economic and environmental priorities.

To provide recommendations for the improvement of Ukrainian regulation, we need
to conduct an empirical evaluation of individual EU member states. This assessment
aims to identify those countries that exemplify best practices in ESG regulation, offering
a comprehensive view of the landscape from which to derive actionable insights and
recommendations for Ukraine. By ranking EU countries based on their ESG regulatory
frameworks and sustainable investment practices, we intend to highlight the most progres-
sive and effective models of ESG integration.

There were several steps in our analysis: the selection of a set of criteria to rank the list
of EU member states, application of a multi-criteria decision-making method (MCDM) to
choose a group of countries for more detailed analysis, and a case study, which highlighted
European best practices in ESG regulation approach in the energy sector.

Twenty EU member states with the highest GDP per capita Field (Gross Domestic
Product per capita in the European Union in 2022, by the member state, 2022) were chosen
for ranking (presented in Table 3). The following criteria were chosen:

• Renewable Energy Penetration. This criterion reflects a country’s commitment to
sustainable energy sources, reducing dependence on fossil fuels, and combating
climate change. A higher penetration of renewable energy in a country’s energy mix
signifies progress towards sustainability goals and energy security [15].

• Energy Efficiency. Energy efficiency measures the effectiveness of energy use in a coun-
try, indicating how well energy resources are utilized to produce goods and services.
High energy efficiency is associated with reduced energy costs, lower greenhouse gas
emissions, and improved economic competitiveness.

• Final energy consumption between 2012 and 2022 by Eurostat was used as a variable
for this criterion. In 2012, the European Union (EU) set forth Directive 2012/27/EU
on enhancing energy efficiency, aiming for a 20% reduction in energy use by 2020
compared to forecasted levels. This goal translates to limiting primary energy use to
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1483 million tons of oil equivalent (Mtoe) and final energy use to 1086 Mtoe by 2020.
For 2030, the EU established a mandatory target of reducing energy consumption by
at least 32.5% [15].

• Another criterion, which shows the level of ESG regulation and adoption level, is
Morningstar Sustainability Atlas Index [16]. This is an analysis of the sustainability
profiles of Morningstar’s 48 country-specific equity indexes. The focus is on evaluating
ESG practices across these countries, highlighting Europe and Hong Kong as leading
in ESG practices.

It suggests that the report evaluates countries based on the following:

• ESG Practices: Assessing how countries perform in environmental, social, and gover-
nance aspects.

• Carbon Metrics: Evaluating the carbon footprint and related environmental metrics of
companies within each country.

• Company Controversies: Considering the negative impacts of any controversies
involving companies on the country’s overall ESG score.

The methodology involves analyzing data across these dimensions to rank countries
according to their sustainability and ESG performance. The report aims to provide insights
into the sustainability profiles of various countries by examining their equity markets
through an ESG lens. This involves both developed and emerging markets, offering a
comprehensive view of global sustainability practices [16].

The resulting analysis is presented in the table below.

Table 3. Ranking of top 20 EU member states by GDP per capita.

Country
Morningstar Country

Indexes’ Portfolio
Sustainability Scores

Energy
Efficiency, %

Share of
RES, %

GDP Per
Capita (EUR)

1 Luxemburg n/a −12% 15.40% 119
2 Ireland 21.02 12% 13.60% 98
3 Denmark 21.34 −7% 36.65% 63
4 Netherlands 16.29 −17% 14.60% 53
5 Sweden 19.54 −5% 64.60% 53
6 Austria 21.39 −3% 37.80% 49
7 Finland 17.17 −7% 43.70% 48
8 Belgium 19.79 −3% 13.10% 47
9 Germany 20.08 −5% 20.30% 46
10 France 19.01 −9% 20.00% 39
11 Italy 19.73 −8% 18.45% 32
12 Malta n/a 37% 13.80% 32
13 Cyprus n/a 2% 18.40% 29
14 Slovenia n/a −3% 24.30% 28
15 Spain 19.38 −2% 21.60% 28
16 Estonia n/a −2% 38.00% 27

17 Czech
Republic 31.16 1% 18.00% 26

18 Lithuania n/a −12% 29.40% 24
19 Portugal 19.36 3% 25.30% 23
20 Latvia n/a −1% 35.30% 21

Source: [15–17].

In the pursuit of discerning the most suitable European models for ESG regulation
in the energy sector, the employment of a multicriteria decision-making (MCDM) method
is imperative. MCDM allows for the consideration of multiple criteria simultaneously,
which is crucial when assessing the holistic performance of countries in ESG regulation.
It provided a structured approach to quantify the nuances and trade-offs inherent in
ESG practices, ensuring a comprehensive evaluation beyond simplistic or unidimensional
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analysis. The goal of the MCDM application was to select top three countries for more
detailed analysis. For the purposes of the analysis, the SAW method was selected.

The Simple Additive Weighting (SAW) method, also known as the weighted sum
model, is a straightforward MCDM technique. It is used to evaluate a set of alternatives in
terms of multiple criteria, which are typically of differing levels of importance [34]. The
results of the analysis are presented in Table 4.

Table 4. Results of the SAW method, multicriteria selection.

Country

Morningstar Country
Indexes’ Portfolio

Sustainability Scores,
Adjusted Variable

Energy
Efficiency, %,

Adjusted
Variable

Share of
RES, %,

Adjusted
Variable

GDP Per
Capita (EUR),

Adjusted
Value

1 Luxemburg 0.47 0.94 0.24 0.55
2 Ireland 0.77 0.74 0.21 0.58
3 Denmark 0.76 0.89 0.56 0.73
4 Netherlands 1.00 1.00 0.23 0.74
5 Sweden 0.83 0.87 1.00 0.90
6 Austria 0.76 0.86 0.59 0.73
7 Finland 0.95 0.89 0.68 0.84
8 Belgium 0.82 0.86 0.20 0.63
9 Germany 0.81 0.87 0.31 0.67
10 France 0.86 0.91 0.31 0.69
11 Italy 0.83 0.90 0.29 0.67
12 Malta 0.47 0.61 0.21 0.43
13 Cyprus 0.47 0.81 0.28 0.52
14 Slovenia 0.47 0.86 0.38 0.57
15 Spain 0.84 0.85 0.33 0.67
16 Estonia 0.47 0.85 0.59 0.63

17 Czech
Republic 0.52 0.82 0.28 0.54

18 Lithuania 0.47 0.94 0.46 0.62
19 Portugal 0.84 081 0.39 0.68
20 Latvia 0.47 0.84 0.55 0.62

Source: authors’ analysis.

Based on the results, the Netherlands leads with the highest scores in two categories,
while Sweden and Finland show strong performance across the sample, making them
exemplary cases for ESG regulatory analysis in this sector.

4.4. Case Study: Netherlands

Within the environmental dimension of ESG standards, the European Union has
intensified its focus on climate policy and the reduction in greenhouse gas emissions in
recent years. The EU Climate Law formalizes ambitious climate objectives, including
achieving carbon neutrality by 2050 and targeting a reduction in greenhouse gas emissions
of at least 55% by 2030 relative to 1990 levels, as delineated in the National Climate
Agreement [35] and reflected in the Dutch Climate Plan. These targets underscore the EU’s
commitment to transitioning towards a fully climate-neutral economy by 2050, necessitating
a comprehensive transformation of the Netherlands’ energy infrastructure to mitigate
climate change impacts.

At the COP 27 summit [36], the EU’s climate commissioner, Frans Timmermans,
announced plans to elevate the 2030 emissions reduction target from 55% to 57%, with
the European Commission tasked with establishing an interim climate goal for 2040 by
early 2024. The Dutch Climate Act, meanwhile, aligns national policy with these broader
EU directives, setting a domestic objective of a 60% CO2 emissions reduction by 2030,
with further milestones of 70% by 2035 and 80% by 2040, culminating in complete climate
neutrality by 2050. An amendment to the Climate Act on 10 July 2023 codifies these targets,
embedding a legally binding commitment to a minimum of 55% emissions reduction by
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2030, inclusive of land use considerations, and affirming the goal of achieving climate
neutrality by the mid-century mark.

Under the Dutch Climate Act, a comprehensive framework is established to ensure
the Netherlands meets its climate objectives. This framework includes the following:

• Climate Plan: A document detailing the government’s policy for the next decade to
address climate change, with the Minister of Economic Affairs and Climate holding
responsibility for its implementation.

• Annual Climate and Energy Report: This report offers both a retrospective and fore-
casted view of CO2 emissions within the country, providing a basis for evaluating
progress towards emission reduction targets.

• Climate Memorandum: This serves as an assessment of the government’s progress in
achieving set targets, including any new policy measures proposed to meet these goals.

Starting from 2023, the Dutch government has committed to bi-annual updates to the
parliament on climate policy progress. Additionally, a draft for the second iteration of the
10-year climate plan is slated for release in 2024. A significant development in the legislative
framework is the proposed establishment of a Climate Council within the Climate Act.
This council, comprising independent scientists and advisors, will play a crucial role in
reviewing and advising on the upcoming climate plan, ensuring that the latest scientific
insights and effective practices inform the Netherlands’ climate policies.

In July 2023, the Dutch government unveiled the draft for the National Energy System
Plan, articulating a strategic vision for the transformation and sustainability of the Nether-
lands’ energy system through to 2050. This comprehensive plan outlines the government’s
approach to constructing, conserving, distributing, and expediting the transition towards a
sustainable and equitable energy framework, emphasizing innovation and efficiency in the
energy sector.

Concurrently, the Dutch cabinet introduced an augmented climate package in 2023,
targeting a 60% reduction in CO2 emissions by the year 2030. This package proposes a
series of measures aimed at reforming the energy tax system to favor sustainable practices
and ensure that the cost of pollution is borne by the polluters. Noteworthy within this suite
of initiatives is the proposal to modify energy taxation to incentivize sustainability and
impose higher charges on polluting activities.

In September 2023, the Netherlands Environmental Assessment Agency (PBL) pub-
lished its Climate and Energy Report for the year, marking a pivotal moment by indicating
that the Netherlands’ climate goals for 2030 are within feasible reach. This optimism is sup-
ported by several regulatory measures in the energy sector, including the Coal Phase-Out
Act, which limits coal use in electricity production and encourages the closure of coal-fired
power plants through voluntary actions in exchange for subsidies.

The Dutch government’s Hydrogen Strategy [37], released in March 2020, positions
hydrogen as a critical element in the sustainability plans for industrial sectors, ports, and
transportation across the Netherlands. The strategy highlights ongoing efforts by market
participants to integrate renewable and low-carbon hydrogen through feasibility studies,
business model development, and investment plans, signaling hydrogen’s expanding role
in the nation’s energy transition.

The Dutch government is planning to establish a legal framework for social enterprises
focused on societal goals, including ESG objectives. These enterprises will be required to
operate in accordance with their social purpose and report their impact on society. The EU is
progressing with its taxonomy rules for sustainability standards, while the IFRS Foundation
has created the ISSB to develop global sustainability disclosure standards. The Netherlands
supports this global harmonization of standards. Additionally, the (Netherlands Authority
for Consumers and Markets) ACM in the Netherlands is fostering business collaborations
for sustainability, balancing competition with societal benefits. Misleading sustainability
claims are also under scrutiny by the ACM.
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Dutch corporate governance is strengthening its focus on ESG aspects. Listed compa-
nies are already required to report on environmental and social matters, and there is an
ongoing discussion to impose a duty of care on board members for societal and environ-
mental responsibilities. The proposed Act for Responsible and Sustainable International
Business Conduct [38] could introduce due diligence obligations for companies, which
would be enforced with possible fines. Criticism has led to revisions of the Act, indicating
a careful approach to aligning it with international standards. Concurrently, the European
Parliament is discussing the Corporate Sustainability Due Diligence Directive to mandate
companies to mitigate their environmental and human rights impacts.

4.5. Case Study: Sweden

Sweden is one of the leading adopters of ESG requirements, with renewable energy
sources (RES) exceeding 50% of the total county’s generating capacity’s structure.

Sweden, with its ambition under Roadmap 2050, is on a path to becoming the world’s
first nation free from fossil fuels [39], mirroring the Netherlands’ commitment to signif-
icantly reduce greenhouse gas emissions. Both countries have set substantial emission
reduction targets, with Sweden aiming for a 40% reduction compared to 1990 levels by 2020
and envisioning a vehicle fleet devoid of fossil fuels by 2030. Similarly, the Netherlands has
implemented aggressive CO2 reduction targets to mitigate climate impact.

The Swedish government’s investment of SEK 4.4 billion (USD 633 million) in 2016 [39],
at the beginning of the RES capacity-building trend towards solar and wind energy, smart
grids, and clean transport, reflects a broader European trend towards sustainable energy
solutions, a direction also pursued by the Netherlands through its various green initiatives
and investments in renewable energy sectors. Both countries finance these environmental
efforts through innovative funding mechanisms, including the imposition of heavy taxes
on petrol and diesel fuel, alongside strategic closures and divestments from traditional
energy sources.

The cornerstone of environmental regulation in Sweden is the Swedish Environmental
Code, which incorporates various EU directives into its framework. This comprehensive
code encompasses a broad range of environmental aspects, including land and water
management, the oversight of environmentally hazardous activities, operations affecting
water bodies, as well as the regulation of chemical products and waste management
practices. This pivotal legislation is further bolstered by an array of regulatory tools at both
the EU and national levels, ensuring a robust legal structure for environmental stewardship.

In the realm of corporate governance, listed companies in Sweden—those with shares
traded on a regulated market—are governed by a blend of statutory law, self-regulatory
guidelines, and established norms. The foundational legal framework for corporate conduct
is outlined in the Swedish Companies Act [40]. This act delineates the responsibilities of
corporate boards and CEOs, delineates shareholders’ rights, and sets forth the procedural
requirements for general assemblies and the formulation of executive compensation policies.
Complementary governance structures include the Swedish Corporate Governance Code,
listing rules of regulated markets, and the advisories of the Swedish Securities Council,
which collectively define the standards for exemplary conduct in Sweden’s securities sector.

A critical requirement of the Corporate Governance Code is the obligation for corpo-
rate boards to establish policies that guide the company’s societal interactions, aimed at
safeguarding the firm’s capacity for sustained value generation. This includes assessing the
influence of sustainability issues on the company’s risk profile and growth prospects. More-
over, boards are tasked with implementing effective mechanisms to ensure adherence to
disclosure mandates, encompassing those related to environmental, social, and governance
(ESG) factors, thereby promoting transparency and ethical business practices.

The Swedish Annual Accounts Act [40], incorporating the EU Accounting Directive
(2013/34/EU) and the Non-Financial Reporting Directive (2014/95/EU) (NFRD), mandates
the preparation of an annual report by Swedish entities. This report is essential for provid-
ing a comprehensive overview of the company’s operational progress, financial health, and
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outcomes. It is specifically required to include a directors’ report detailing sustainability
aspects critical for assessing the company’s trajectory, encompassing environmental and
employment-related information. Furthermore, entities engaged in activities under the
ambit of the Environmental Code, necessitating a license or notification, including energy
companies, are obliged to disclose the environmental ramifications of their operations
within this report.

Moreover, the act [40] stipulates that sizable corporations compile a sustainability
report addressing ESG considerations. Eligibility for this reporting requirement hinges
on meeting at least two of the following criteria over the two most recent fiscal years:
having an average workforce exceeding 250 employees, a balance sheet total surpassing
SEK 175 million, or net sales exceeding SEK 350 million. Considering the construction
of such regulation, the criteria are subject to further review and probably will include
more companies. The sustainability report should elucidate the company’s strategies
regarding environmental stewardship, social responsibility, employee welfare, human
rights adherence, and anti-corruption efforts. Additionally, it should outline the significant
risks these areas pose, thereby ensuring stakeholders have a holistic understanding of
the company’s ESG engagement and risk management practices. Also, a lot of listed
companies impose voluntary ESG disclosures, which only improves the degree of ESG
standard adoption in the country.

4.6. Case Study: Finland

Finland has embarked on a robust approach to align with the EU’s climate directives,
underscoring its dedication to becoming a climate-neutral nation. The country’s strategy is
anchored in the UN Agenda 2030 goals [41], striving for a carbon-neutral and resource-wise
society that promotes non-discrimination and equality alongside a highly skilled workforce.
The Finnish government has committed to banning coal-fired power and heating by 2029,
demonstrating a decisive move towards cleaner energy sources.

Sustainable development is not merely an aspiration but a concrete part of the govern-
ment’s fiscal planning, with the inclusion of such initiatives in the national budget starting
in 2019. The budget allocated approximately EUR 1.7 billion in 2019 [42] where the largest
single expenditure is directed towards the creation of a bioeconomy and cleantech solutions.
These investments highlight Finland’s commitment to innovating within the renewable
energy sector and related clean technologies.

Finland’s climate strategy is further defined by measures that include production
subsidies for renewable energy, setting a clear trajectory for the nation to achieve carbon
neutrality by 2045 [42]. The country’s efforts are reflected in its energy usage statistics from
2017, which show renewables accounting for 43% of total energy consumption, marking
Finland as having the second-highest share of renewable energy usage among EU countries
at that time.

These concerted actions place Finland at the forefront of implementing the EU’s climate
directives within the ESG framework, demonstrating a holistic and forward-thinking
approach to environmental stewardship, social responsibility, and governance.

The Environmental Protection Act (527/2014) stands as Finland’s cornerstone envi-
ronmental statute, mandating that enterprises conduct their operations in a manner that
averts environmental pollution proactively. Where prevention is not entirely feasible, the
act requires that pollution be minimized to the greatest extent practicable.

Finland’s legislative framework for environmental governance is further strengthened
by a suite of significant acts addressing diverse ecological concerns. These include the
Nature Conservation Act (1096/1996), which safeguards natural habitats; the Act on
Environmental Impact Assessment Procedure (468/1994), ensuring that projects undergo
thorough environmental impact scrutiny; the Waste Act (646/2011) and the Chemicals Act
(599/2013), governing waste management and chemical use; the Forest Act (1093/1996),
protecting forest ecosystems; the Water Act (587/2011), managing water resources; and the
Mining Act (621/2011), which regulates mining activities.
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Additionally, the Finnish Land Use and Building Act (132/1999) is currently under
revision, with a focus on bolstering the legislation’s role in countering climate change. The
revision aims to introduce more rigorous standards for reducing the climatic impact of
construction activities.

Supporting sustainable industrial practices, the Finnish Government has enacted
regulations such as the Act on Production Subsidy for Electricity Produced from Renewable
Energy Sources (1396/2010) and the Government Decree on Granting Aid to Businesses
for the Promotion of the Circular Economy and Sustainable Green Growth (1197/2020).
These regulations incentivize the production of renewable energy and foster a transition to
a circular (sustainable) economy.

To sum up, the method that could complement the case study analysis is the SWOT
Analysis, applied to the legislative landscape. This method could help identify the strengths,
weaknesses, opportunities, and threats of each country’s ESG legislation, offering a strate-
gic view of where these regulations stand relative to the global sustainability objectives
(Table 5).

Table 5. SWOT analysis of the ESG legislation and initiatives within the Netherlands, Sweden,
and Finland.

Strengths Opportunities

Comprehensive Legislation: All three countries have robust
ESG frameworks, such as the Dutch Climate Act, Sweden’s
ambition under Roadmap 2050, and Finland’s commitment to
becoming climate-neutral. These frameworks provide a clear
regulatory path for achieving sustainability goals.
Innovation and Leadership: The Netherlands and Sweden
demonstrate leadership in green energy and ESG integration,
with initiatives like the Hydrogen Strategy and significant
investments in renewable energy.
Community and Stakeholder Engagement: Strong focus on
involving various stakeholders, including businesses,
government entities, and civil society, in the transition towards
sustainable energy.

Global Influence and Standards Settings: The EU’s proactive
stance on ESG standards can set global benchmarks and
influence other regions to adopt similar measures.
Innovation and Economic Growth: Investments in green
energy and sustainability initiatives open avenues for
technological innovation, economic growth, and job creation in
emerging sectors.
Enhanced Corporate Responsibility: Mandatory ESG reporting
can improve corporate transparency, accountability, and overall
social and environmental impact.

Weaknesses Threats

Implementation Challenges: Despite ambitious goals, the
actual implementation of these initiatives could face challenges
due to technological, financial, or political constraints.
Bureaucratic Hurdles: Potential for increased bureaucracy and
financial difficulties for SMEs, especially highlighted by German
and French SME’s concerns over the EU’s financial regulations.

Economic and Competitive Pressures: Stricter ESG regulations
may impose additional costs on businesses, potentially
impacting their global competitiveness.
Regulatory Divergence: Differences in ESG regulations
between the EU and other regions could lead to regulatory
divergence, complicating international trade and investment.
Risk of Greenwashing: Without stringent enforcement and
verification, there is a risk that entities may engage in
greenwashing, undermining the credibility of ESG initiatives.

Source: authors’ analysis.

4.7. Regression Analysis for Energy Sectors in Poland, Germany, France and Czech Republic

The purpose of this regression analysis is to identify key factors influencing energy
expenditures and renewable energy production in selected European countries: Poland,
Germany, France, and the Czech Republic. These countries were chosen due to their
relevance to the Ukrainian economy, their diverse energy policies, and data availability.
This analysis supports the broader context of our study, which aims to enhance Ukraine’s
energy legislation by integrating best practices in ESG criteria. These countries offer a mix
of established and emerging markets, aligning well with Ukraine’s economic structure and
providing a robust basis for comparative analysis.
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Regression models were developed for the period 1994–2022. All models were evalu-
ated for adequacy, significance of factors, absence of autocorrelation and heteroskedasticity,
as well as multicollinearity between factors. Additionally, the stability of the models was
assessed using Chow’s criterion. The results and main conclusions of the models that meet
these requirements are presented below.

The results of this regression analysis will reinforce our conclusions and recommenda-
tions for Ukraine, helping to inform targeted policy measures that promote sustainability,
efficiency, and resilience in Ukraine’s energy sector.

Figure 1 demonstrates that fuel and energy expenditures are significantly influenced
by GDP, renewable energy share, and the Russian–Ukrainian war. The negative coefficient
for GDP indicates that as GDP increases, energy expenditures as a percentage of GDP
decrease, suggesting improved energy efficiency in wealthier economies. The positive
correlation with the share of renewable energy highlights that higher investments in green
energy are associated with increased energy expenditures, reflecting the initial costs of
transitioning to renewable sources.
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Additionally, the Russian–Ukrainian war has a significant impact, causing a substantial
increase in energy expenditures as countries respond to the energy crisis. The model’s
high reliability and significance levels across these variables affirm the robustness of
these findings.

As can be seen in Figure 2, according to the constructed model (adequate and with all
significant factors), fuel and energy expenditures in Poland have a significant relationship
with the level of migration. In addition, there is a significant impact of the Russian–
Ukrainian war, which caused a significant increase in energy expenditures in order to
overcome the consequences of the energy crisis.

As can be seen in Figure 3, according to the constructed model (adequate and with all
significant factors), fuel and energy expenditures in the Czech Republic have a significant
relationship with the level of investment and the share of renewable energy. It is the
development of alternative energy that is a priority direction for investment in the energy
sector, as it ensures a stable amount of energy and contributes to an effective solution to the
energy crisis, which in particular is gaining momentum due to the Russian–Ukrainian war.
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As can be seen in Figure 4, according to the constructed model (adequate and with
all significant factors except a constant), fuel and energy expenditures in France have a
significant relationship with the level of investment, the level of migration and the share
of renewable energy. In addition, there is a significant impact of the Russian–Ukrainian
war, which caused a significant increase in energy expenditures in order to overcome the
consequences of the energy crisis. It is the development of alternative energy that is the
priority direction of investment in the energy sector, as it ensures a stable amount of energy
and contributes to an effective solution to the energy crisis, which has become increasingly
relevant in recent years.
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So, summing up, most of the studied countries are characterized by a rapid increase in
energy expenditure in 2022 as a result of the Russian–Ukrainian war and the energy crisis.
Under such conditions, an active investment policy, especially in renewable energy, is the
main focus, as the modeling results show a significant positive relationship between the
share of green energy and investment in the energy sector.

The constructed models in Figures 5–8 revealed a significant relationship between the
level of development of green energy and the following factors:

• GDP, the level of investments, fuel and energy expenditures, the level of migration, as
well as the beginning of a full-scale war in Ukraine on the example of Germany and
the Czech Republic;

• The level of investments, the level of migration, as well as the beginning of a full-scale
war in Ukraine following the example of Poland;

• Fuel and energy expenditures, as well as the start of a full-scale war in Ukraine
following the example of France.

The regression analysis reveals several key relationships that underscore the impor-
tance of investments and economic development in shaping energy expenditures and
renewable energy production. Investing in energy infrastructure and renewable sources
has a significant positive impact across the countries studied. This finding aligns with the
broader study objective of enhancing Ukraine’s energy sector by adopting best practices
from European countries.

The analysis shows that higher GDP levels are associated with lower energy expen-
ditures as a percentage of GDP, indicating greater energy efficiency in more developed
economies. This suggests that economic growth facilitates investments in advanced tech-
nologies and efficient energy systems, which can be crucial for Ukraine’s development.

While the impact of migration was analyzed, it proved to be statistically insignificant
in France and varied across other countries, indicating that other factors may play a more
critical role in influencing energy expenditures.
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Figure 6. Modeling results for the variable “Renewable energy production (% of total gross electricity
production)” in Poland. Source: authors’ analysis based on data [18–22].
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The significant impact of the Russian–Ukrainian war highlights the vulnerability of
energy expenditures to geopolitical events. This underscores the need for Ukraine to focus
on developing a resilient and diversified energy infrastructure, reducing dependency on
external sources, and mitigating the effects of geopolitical disruptions.

The findings emphasize Ukraine’s need to stimulate investment in renewable energy
and energy efficiency. Formulating an effective energy policy that considers these factors is
crucial for the stable and sustainable development of the country’s energy sector. These
insights support the study’s recommendations for Ukraine to align its energy policies with
European best practices, fostering a robust and resilient energy economy.
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4.8. Recommendations for Ukraine

Considering the ESG regulatory landscape analyses from the Netherlands, Sweden,
and Finland, Ukraine can take definitive steps to enhance its approach to ESG standards
within the energy sector. The recommendations for Ukraine are as follows:

Legislative Alignment: Ukraine should aim to align its national legislation with the
EU directives on climate and ESG standards. This alignment will standardize Ukraine’s
approach to ESG and climate issues, fostering consistency and comparability with Euro-
pean standards.

Strategic Revision: The Cabinet of Ministers of Ukraine has adopted the new Energy
Strategy of Ukraine 2050 [43,44], which also accounted for the Goals of sustainable devel-
opment of Ukraine, which were adopted in February 2019. Considering the experience of
the Netherlands and Sweden, the country’s energy strategy can be complemented with a
detailed climate plan, which will outline the government’s policy on climate action. This
plan should articulate a comprehensive strategy that dovetails with Ukraine’s Energy
Strategy 2050, adding a focused climate component. Another action that could improve the
alignment process with the EU legislation is the review and assessment of our ability to
incorporate more ambitious climate and sustainability goals where feasible or set another
goal based on such assessment. This includes updating the new Energy Strategy 2050 to
integrate specific climate objectives.

Annual Status Reporting: Implement an annual reporting mechanism to monitor
and evaluate the progress of energy sector transformation. This will ensure transparency
and accountability and allow for timely adjustments in strategy to stay on course with
ESG objectives.

Climate Council Establishment: Ukraine would benefit from establishing a Climate
Council consisting of independent scientists and advisors. This body would oversee and
assess the nation’s progress toward its climate goals, offering expert recommendations.

Sector-Specific Strategies: Develop distinct visions and strategies for emerging energy
sectors, such as a dedicated Hydrogen Strategy, to guide the development and integration
of new, sustainable energy sources.

Mandatory ESG Reporting: Introduce mandatory ESG reporting for listed companies,
which will encourage transparency and foster investor confidence. This could be extended
to include sizable corporations that play a significant role in the economy, ensuring a
broader coverage of ESG reporting.

There was an attempt to introduce such reporting: on 10 August 2022, Ukraine en-
acted significant amendments to its accounting and financial reporting laws [45]. These
amendments enhance the requirements for the submission and publication of financial re-
ports. This includes a management report, now mandatory alongside financial statements,
outlining the company’s current status and development prospects, which must be sub-
mitted within the timelines set by law. This report, applicable to large and medium-sized
enterprises, covers ecological and social aspects, offering a snapshot of the company’s risks
and uncertainties. However, the absence of clear standards for the formatting of these
reports is an area for improvement.

Reporting standards can be considered as the most important legislative initiative for
the development in Ukraine because more and more countries are introducing require-
ments that can affect their trade partners. For instance, the German Supply Chain Due
Diligence Act (LkSG) [46], effective from 1 January 2023, mandates companies with over
3000 employees to ensure their supply chains adhere to specific environmental and social
standards. From 2024, it will also include companies with more than 1000 employees. This
legislation impacts both German and international companies operating in the German
market, aiming to eliminate human rights abuses and environmental exploitation globally.
Non-compliance could lead to substantial fines, exclusion from public contracts, and rep-
utational damage. This act is a crucial part of Germany’s commitment to global supply
chain accountability.
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ESG reporting standards are also important in the context of the energy sector: the
national emissions trading system (Carbon Border Adjustment Mechanism—the world’s
first cross-border tariff on carbon emissions) will be launched in pilot mode in 2024, and it
should be fully operational in 2026 [47].

Coal Phase-Out and Green Energy Incentives: This sets clear targets for phasing
out coal, aligned with Ukraine’s commitment to eliminate coal by 2035 [44]. Enhancing
incentive schemes would encourage the adoption of green energy sources, drawing from
successful models of feed-in tariffs and other subsidies.

By considering these points and potentially incorporating best practices from other EU
nations, Ukraine can strengthen its ESG regulatory framework, thereby bolstering its energy
sector’s sustainability and aligning with international climate goals. These steps will also
support Ukraine’s journey towards a more resilient and forward-looking energy economy.

5. Discussion

The evolution of ESG regulation within the European Union, particularly the move-
ment towards mandatory reporting, presents a trend with variable implications across
member states. France exemplifies the most stringent application of these obligations,
extending mandatory ESG reporting requirements beyond listed companies to include all
investment firms managing assets above a specified threshold.

This regulatory approach, instantiated by France’s Climate Energy Law of 2019 and
the subsequent decree of May 2021, signals a progressive shift towards transparency and
accountability in financial activities. Beginning in 2022, investment firms managing assets
over EUR 500 million are mandated to report non-financial metrics, setting a precedent that
may influence broader EU policy.

The implications of such stringent ESG reporting requirements are multifaceted. On
the one hand, they promise enhanced investor confidence and a commitment to sustain-
ability that aligns with the global push towards a greener economy. On the other hand, the
potential increase in administrative load and financial strain, particularly for SMEs, cannot
be overlooked. German and French SMEs have expressed concerns that the EU’s planned
financial regulations could exacerbate bureaucratic complexities and impose financial
burdens that may challenge their operational viability.

The French government, acknowledging these concerns, has initiated the “Impact”
platform aimed at equipping French companies with the knowledge and tools necessary
to navigate non-financial reporting indicators. This intervention is a commendable step
toward mitigating the administrative challenges posed by the new regulations.

The consequences of such regulatory measures could manifest in several ways. Strict
reporting requirements may drive more sustainable business ethics, encouraging firms
to adopt greener practices. Conversely, the added compliance costs and complexities
could deter investment, particularly in sectors where margins are tight. The balance
between regulatory oversight and economic pragmatism will be crucial in shaping the
future landscape of ESG standard compliance.

As the EU grapples with the dual objectives of economic growth and sustainability,
the French model may offer insights into the potential benefits and drawbacks of robust
ESG regulation. Future research could explore the long-term economic impact of these
regulations, their effect on investment patterns, and the overall sustainability of European
businesses within the global market.

6. Conclusions

This research underscores the critical role of ESG regulations in steering the energy
sector towards sustainable development and alignment with global climate objectives.
Analyzing the ESG regulatory frameworks within the European Union, the study presents
a compelling case for the integration of these practices into Ukraine’s energy legislation.
The findings highlight that adopting ESG standards significantly influences energy policy
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formulation and corporate governance, thereby enhancing the resilience and sustainability
of the energy sector.

The research provided a comprehensive overview of the application of ESG criteria in
the European energy sector through detailed case studies of the Netherlands, Sweden, and
Finland. These case studies illustrated how these countries have successfully integrated
ESG criteria through legislative frameworks, policy initiatives, and strategic measures.
Specific policies of these countries were highlighted, showcasing the role of governmental
regulations and strategic planning in facilitating ESG standard integration. Furthermore,
the study explored the alignment of national policies with broader EU directives, such as the
EU Sustainable Finance Disclosure Regulation (SFDR) and the EU Taxonomy Regulation,
emphasizing their influence in shaping robust ESG practices. These analyses collectively
provided a thorough understanding of how ESG criteria are applied and enforced in the
European energy sector, offering valuable insights for potential application in Ukraine.

The research involved a detailed comparative assessment of ESG practices in top-
performing countries, specifically the Netherlands, Sweden, and Finland. This analysis
identified and compared critical policies, strategic measures, and best practices in these
countries. The study evaluated the overall impact of these practices on energy efficiency,
renewable energy adoption, and sustainability. By examining these benchmarks, the
research provided insights into the trends and effectiveness of ESG standard integration,
offering a robust framework for Ukraine to adopt similar practices.

The regression analysis highlights key relationships essential for achieving the re-
search objectives. Investing in energy infrastructure and renewable sources has a significant
positive impact, aligning with the goal of enhancing Ukraine’s energy sector by adopting
European best practices. Higher GDP levels correlate with lower energy expenditures as
a percentage of GDP, indicating that economic growth fosters energy efficiency through
advanced technologies. This is crucial for Ukraine, suggesting that economic development
can lead to a more efficient energy sector. The significant impact of the Russian–Ukrainian
war on energy expenditures underscores the need for a resilient and diversified energy
infrastructure to mitigate geopolitical risks. These insights support the study’s recommen-
dations for Ukraine to stimulate investment in renewable energy and align its policies with
European standards, promoting a robust and sustainable energy economy.

For Ukraine, incorporating European best practices offers a pathway to fortify its
legislative framework, contributing to economic development, energy security, and envi-
ronmental protection. The alignment with EU directives on climate and ESG standards
emerges as a strategic imperative, ensuring consistency with international standards and
fostering Ukraine’s integration into the global sustainability agenda.

Future studies should investigate the long-term effects of ESG regulations on energy
efficiency, market dynamics, and economic growth within transitioning economies. Further
research could also explore the scalability of EU ESG practices in diverse geopolitical
contexts and the role of technological innovation in supporting ESG standard compliance.
The effectiveness of ESG reporting standards and their influence on investment trends in
the energy sector presents another avenue for research, particularly in post-conflict regions
where rebuilding efforts are aligned with sustainable development objectives.
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