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Abstract

Integrating ESG with corporate development strategies, this approach analyzes aspects such as
corporate governance, organizational culture, value strategies, and value creation. It explores methods
for enhancing corporate value management through ESG, establishes ESG risk assessment and value
accounting systems, utilizes sustainable financial instruments, and develops ESG supply chain
management strategies. The goal is to enhance the value of corporate ESG management and promote
the formulation of strategic development plans focused on long-term ESG objectives.

Keywords: Sustainable Development, ESG, Value Chain Management, Corporate Governance, ESG
Risk Management and Control.

1. INTRODUCE

In Cake Economics — The Underlying Logic of ESG Investment, author Edmonds points out that
only by "making a bigger cake” adopting a profit model centered on creating social value — can
companies achieve more sustainable and stable development. In recent years, investment institutions
have increasingly incorporated ESG factors into their investment decisions. A common ESG
investment strategy is negative screening, where investors use ESG data disclosed by companies to
score them within their investment models and exclude those with poor ESG ratings. Building an
ESG investment mindset can help shareholders avoid black swan risks arising from non-financial
factors and achieve long-term, sustainable, and stable returns.

2. METHODS
2.1 Establish an ESG Risk Control Model and Scoring System

Listed companies can refine and categorize social, environmental, and corporate governance
risks based on the SASB framework, distinguishing between controllable and uncontrollable risks,
and set up a scoring card. The specific steps include:

First, studying sector-specific factors within the industry.

Second, based on key issues and corporate risks, breaking down indicators to build a scoring
system. Following common practices, scores are typically set on a scale from 0 to 5, and companies
are evaluated accordingly.

Third, collecting and managing ESG-related information to control non-financial risks,
establishing a dynamic indicator system that adjusts over time. This system should incorporate
external ratings and regulatory requirements, adding process monitoring indicators such as
greenhouse gas emissions, water usage, or promotion fairness to promptly identify potential ESG
risks within the company.[1]

2.2 Disclose Corporate Carbon Emission Data

Companies should establish carbon emission control systems to support their green strategic
goals and enhance corporate value.

27



Meneoxcmenm

First, direct carbon emissions should be classified as "Scope 1."

Second, carbon emissions from electricity consumption should be categorized as "Scope 2."
By comparing carbon emission data across industries, companies can identify areas for improvement
and participate in carbon trading. Regular disclosure of carbon emission intensity helps set corporate
performance evaluation metrics, promoting energy conservation, emission reduction, cost savings,
and value enhancement. Additionally, ensuring data transparency increases public trust and attracts
investment.

2.3 Leverage Financial Policy Support

In the field of green finance, financial institutions are increasingly directing loans toward major
projects in green infrastructure, low-carbon technological innovation, energy conservation and
emission reduction in industries, and the efficient use of clean energy. Companies can utilize relevant
financial policies to expand financing channels, enhance their opportunities to integrate into the
financial supply chain, and ultimately boost corporate value.
2.4 Corporate ESG Internal Data Management

Companies need to sort through their existing data assets, categorizing and integrating financial
data, business operation data, and ESG data. They should fully utilize collected operational and value
chain data to identify relevant information and calculate carbon emission data. By setting KPI targets,
companies can control emissions and apply valuation methods that adjust the price-to-earnings (P/E)
ratio using carbon risk premium indicators related to carbon emission rights, environmental
sustainability, and climate change impact factors.
Among these factors:

- Climate Change Impact Factors refer to the interconnectedness and causality of various
climate-related disaster events, often leading to the occurrence of compound disasters.
Companies can consider using a climate risk assessment framework based on CID (Climate
Impact Degree) to estimate the probability of climate risks associated with their operations,
with scores ranging from [0,1].

- Environmental Sustainability Factors represent the compound probability of factors
affecting environmental sustainability; this factor may exceed 1.

- Carbon Emission Rights Factors indicate the amount of carbon emissions generated per unit
of energy during the combustion or use of different types of energy sources.

3. RESULTS
3.1 Incorporating ESG Considerations into Investment Valuation Methods

Investment institutions are integrating ESG considerations into their existing valuation methods
and procedures. Through various quantitative models, they convert ESG financial information into
value measurements and establish a mechanism for transmitting ESG factors to corporate value. For
companies to gain high external recognition, they must ensure high-quality financial data.

Firstly, ESG key factors are considered from both the financial forecasting and valuation
parameter perspectives in valuation models.

Secondly, tools such as scenario analysis are used to incorporate ESG factors into corporate
value assessments.
3.2 Establishing an ESG Key Factor Valuation System

ESG key factors are included in the cash flow forecasts' discount rate to achieve corporate value
estimation. Since different industries, regions, and regulations have distinct characteristics, the ESG
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factors that significantly affect companies vary. Identifying ESG impact factors for different
industries and quantifying them individually can prevent excessive cash flow adjustments.

For example, for a new energy vehicle manufacturer, identifying its key ESG factors and
adjusting cash flow projections accordingly is important.

Forecasting Period: ESG investments usually have a negative short-term impact on cash flows
but a positive long-term impact on corporate value. Therefore, it is advisable to extend the forecast
period based on traditional cash flow forecasts, with the extension not exceeding the project's benefit
period.

Perpetual Value: The quality of ESG performance can be reflected in different perpetual growth
rate levels. For instance, a new energy vehicle manufacturer with industry-leading R&D and
technological innovation capabilities tends to have higher long-term growth potential and value. Thus,
using a higher-than-industry-average perpetual growth rate is recommended, with the growth rate
forecasted using the compound growth rate method, capped at 50% of the industry average.

Discount Rate: The weighted average cost of capital (WACC) method is typically used to
calculate the discount rate for corporate valuation. Good ESG performance helps companies resist
market shocks better and lowers systematic risk (Beta). Therefore, ESG characteristics should be
incorporated into comparable company screening to identify similar publicly listed companies.
Additionally, integrating ESG principles into strategy can reduce specific risks (Alpha), making such
companies more likely to secure financing at lower interest rates due to their brand value and
reputation.

3.3 Establishing an ESG Value Accounting System

Clarify the overall corporate value creation goals, generally referring to annual financial budget
indicators for determination. ESG factors such as the rate of recycling energy use and the negative
energy screening ratio are incorporated into long-term indicators and integrated with financial models
like DuPont analysis, CAPM, Fama-French three-factor model, DCF model, and leveraged buyout
models. This comprehensive analysis links ESG indicator changes to financial performance and
discloses non-financial objectives and their impact on corporate performance and society.
Additionally, the impact of ESG indicator changes on financials, such as the effect of employee
engagement changes on revenue, is calculated.[2]

3.4 Estalishing an ESG Adjustment Factor Scenario Analysis Model

A scenario analysis model is established to incorporate ESG factors into corporate value
assessments. The influence of ESG key factors on corporate value is, to some extent, affected by
policies, supply-demand dynamics, and corporate strategic decisions, creating uncertainty. Given this,
scenario analysis can be used to simulate and analyze the impact of ESG key factors on corporate
cash flow under different scenarios and then apply a weighted average to obtain the adjusted corporate
value. For example, in the automotive manufacturing industry, major ESG factors such as the
promotion of new energy vehicle policies and the growing consumer environmental awareness have
a negative impact on the sales of high-fuel-consumption gasoline vehicles.

4. DISCUSSION
4.1 Integrating Sustainability into Corporate Operations

Enterprises should integrate the concept of sustainable development across all stages, including
product development, production operations, and supply chain management. For instance, during the
product development phase, the use of environmentally friendly materials should be considered; in
the production process, green manufacturing practices should be promoted; and in supply chain
management, suppliers with excellent ESG performance should be selected. By embedding ESG
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principles throughout the company's entire production cycle, enterprises can shift from focusing
solely on maximizing economic profits to maximizing the interests of stakeholders. This helps to
build a long-term development strategy, enhance the company's brand image, and improve overall
market competitiveness.
4.2 Promoting Organizational Capability in ESG

Enterprises should fully integrate ESG into their development strategies, corporate culture,
governance, risk management, and operational management, combining social, economic, and
ecological benefits to establish a sustainable corporate governance structure. Starting from top-level
design, an ESG committee led directly by the board of directors should be established, with
management driving the ESG committee’s related work and various functional departments
participating in the ESG governance system. At the same time, a multi-dimensional ESG data
management system should be created to comprehensively identify and assess risks and opportunities
in environmental, social, and governance areas. The assessment results should be allocated to key
business areas through resource allocation, and responsibilities should be assigned to specific
positions to continuously improve ESG performance.
4.3 Promoting ESG Innovation in Business Development

The scope and depth of ESG disclosure requirements are expanding. It is no longer just about
disclosing outcome data; companies are also required to disclose management logic, systems, and
forward-looking forecasts. Enterprises need to gradually quantify the impact of sustainability issues
on financial indicators and operational performance, using big data to analyze various scenarios.
Through quantitative analysis models, ESG's three main dimensions, core issues, specific indicators,
and key performance points should be combined to create ESG innovation concepts suitable for
industry development. For example, in its 2023 ESG report, Kweichow Moutai proposed a “Five-
line” high-quality development strategy and ESG strategic goals, including “Beautiful Environment,”
“Social Responsibility—Products,” “Beautiful Style,” and “Beautiful Rhythm.” Similarly, Water
Jiufang's ESG strategy includes “Respect Life,” “Respect Partners,” “Respect Society,” “Respect
Nature,” “Respect the Future,” and “Respect Stronger Beliefs.”
4.4 Improving ESG Rating Management

Familiarizing with ESG Rating Rules

Enterprises must familiarize themselves with the rating rules of different ESG rating agencies
and improve their own ESG rating report framework. Based on these results, they should disclose
high-quality data analysis. For companies operating overseas, it is essential to understand the ESG
requirements of the local markets, ensuring that ESG reports comply with international standards and
address specific issues such as labor relations, data privacy, and carbon reduction.

Considering Industry Characteristics to Identify Key Issues

Enterprises should consider how their business models and industry classifications influence the
identification of key ESG issues. For example, in its 2023 ESG analysis report, Cha Ba Dao listed
“Franchisee Management” as a highly important issue, “Responsible Supply Chain” as a moderately
important issue, and “Addressing Climate Change” as a general issue.

Integrating Comprehensive Risk Management into Corporate Operations

Enterprises should integrate ESG risk management into their overall strategic planning,
conducting comprehensive risk control across business models, operational strategies, and financial
indicators. They should deeply identify potential ESG risks and opportunities in areas such as energy
saving, emissions reduction, waste reduction, and water conservation, seeking the optimal balance
between product innovation and risk control.
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Paying Attention to Public Opinion

Enterprises should assign a dedicated department to effectively manage negative information
and avoid public relations risks. They should also publish positive ESG information through industry
association websites and news media, ensuring they avoid “greenwashing.” Additionally, real-time
monitoring of legal penalties, lawsuits, and major controversies should be conducted.

4.5 Utilizing Sustainable Finance Tools

State-owned banks have integrated ESG risk into comprehensive risk management and
conducted stress tests on climate transition risks in carbon-intensive industries. ESG is incorporated
into customer credit rating systems, and ESG risk management is integrated into the entire investment
and financing process. Additionally, green finance products such as green bonds, green funds, green
leasing, green insurance, and green financial consulting are continuously developed. Enterprises
should be familiar with the policies of financial institutions and use products such as green finance to
raise funds. Financial institutions not only support green finance but also support transition finance,
which helps traditional industries move from high-carbon to low-carbon activities. Using tools such
as green bonds and sustainability-linked loans, companies can obtain financial support for their
sustainable development projects.

These financial products often link terms such as interest rate adjustments or early repayment
triggers to specific ESG indicators, such as carbon emissions standards, energy efficiency metrics, or
various indicator combinations. As such, enterprises will be impacted by climate change. Through
issuing green bonds, companies can raise funds for environmental or renewable energy projects,
integrating green transformation into the financial institution's value chain. Additionally, using
sustainability-linked loans, companies can enjoy financing discounts tied to their ESG performance,
reducing financing costs.

4.6 Strengthening ESG Financial Decision-Making Analysis

Enterprises may face multiple cash flow scenarios in the future, such as varying environmental
regulations that may be enforced at different times or with varying degrees of stringency.
Management may need to construct multiple forecasting scenarios during impairment tests to reflect
these inherent uncertainties through probability-weight analysis. Typically, the uncertainties
associated with these scenarios can be incorporated into cash flow forecasts, and for uncertainties not
reflected in the cash flows, a specific risk premium should be added to the discount rate in the
financial forecasting model. That is, the discount rate = risk-free rate + market risk premium + specific
risk premium. The risk premium should be calibrated based on nature and amount of the uncertainty
not fully reflected in the cash flow forecast.

Enterprises should consider the long-term value of ESG indicators when setting up quantitative
performance tables, avoiding excessive focus on short-term financial indicators. For example, the
total carbon emissions for “Scope 1 and “Scope 2” should be disclosed in the performance table, and
each product line should specify "Greenhouse Gas Emissions Intensity (Emissions/Energy Product
Total)." The table should also explain accounting standards, industry standards, and the types and
sources of pollutant emissions (such as hazardous waste), along with relevant pollutant discharge
indicators, including pollutant generation, disposal volume (e.g., incineration, landfilling), and
recycling rates as absolute and relative indicators (percentage of total generated volume). At the same
time, enterprises need to familiarize themselves with relevant laws and regulations both domestically
and internationally, such as the EU Battery and Waste Battery Regulation for electric vehicle
manufacturers, the EU Carbon Border Adjustment Mechanism, and the requirements to reduce carbon

emissions throughout the entire product lifecycle.[3]
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4.7 Formulating ESG Supply Chain Management Strategies

ESG focuses on long-term investment behavior from the investment side and emphasizes green,
low-carbon, and environmentally friendly products from the consumer side. These two aspects jointly
promote the enhancement of corporate ESG management. The supply chain serves as a bridge
between investment and consumption, integrating environmental, social, and governance factors
throughout the supply chain management process. During supplier admission, evaluation, and
management, carbon footprint management should be well-utilized to ensure supply chain
transparency, openness, and traceability. Additionally, suppliers should be evaluated based on
indicators such as product safety, product quality improvement, and resource recycling levels.
Suppliers who fail to meet ESG standards should be managed in a dynamic pool, and continuous
improvement should be made to enhance their ESG management capabilities, promoting high-quality
development throughout the entire industry chain.

In January 2021, Xtep established a Sustainability Committee, directly reporting ESG progress
to the board of directors. ESG principles are embedded throughout the organization and daily
operations. This strategic plan, effective from 2021 through 2030, focuses on three key issues: supply
chain management, environmental protection, and social responsibility. It includes 12 themes, such
as supplier evaluation, sustainable product innovation, water management, waste management,
promoting sports, and social investments. Since the implementation of this strategy, the proportion of
suppliers complying with ESG standards has significantly increased.

5. CONCLUSIONS

By practicing the ESG concept, enterprises can better fulfill their social responsibilities,
achieving a balance between economic value and social value, while enhancing their soft power and
competitiveness. By committing to ESG principles and responsibilities, companies actively build new
productive forces and contribute to the improvement of social well-being.
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Tyiingeme
KOPOITOPAIIMAJIBIK ESG KYHJIAPBIH OCIPYIIH CTPATEI' USIJTAPBI

IOnsb Jloy
Anb-®apabu arbiHarbl Ka3ak YITTHIK YHUBEPCUTETI
Anmarel, Kazakcran

ESG (Oxonorusnblk, OneyMeTTiK koHe backapylbUIbIK) 3J€MEHTTEpiH KOPIOPAaTUBTIK Jamy
CTpaTerusulapbIMeH OipiKTipe OTBIPBIN, Oy TOCLA KOPIOPATHBTIK Oackapy, YHBIMIBIK MOJCHHUET,
KYHJIbI CTpaTerusIap MEeH KYH ’acay CHIKTHI acriekTinepi Tangaiasl. ESG apKbLibl KOpIIOpaTUBTIK
KYHJIbI OacKapybl )KakcapTy aaictepit 3eprreiiai, ESG Toyekenaepin Oarasnay »oHE KYH/bI €CENTey
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KYHeNepiH KypaJbl, TYPaKThl Kap>KbUIBIK KypaJaapabl naiaanaHaasl skone ESG sketki3y Tiz0erin
Oackapy crparerusuiapbiH d3ipieiiai. Makcarbl — kopriopatuBTik ESG 6ackapynbiH KYHBIH apTThIPY
xoHe y3ak Mep3imai ESG MakcarTappiHa OaFbITTaIFaH CTPATETUSUIBIK 1aMy KOCTIapIIapbIH d3ipIiey i
BIHTAJIAHIBIPY.

Tyitinai ce3nep: Typakrel namy, ESG, Kyn Ti36erin 6ackapy, Kopnoparustik 6ackapy, ESG
TOyeKeNIepiH Oackapy KoHe Oakpliay.

Pe3rome
CTPATEI'UU POCTA KOPIIOPATUBHBbIX HEHHOCTEI71 ESG

IOns Jloy
Kazaxckuit HalloHaNbHBIN YHUBEPCUTET UMeHU Alb-Dapadu
Kazaxcran, AiMathl,

Wuterpupys ESG B KopnopaTuBHbBIE CTpaTeryy Pa3BUTHS, IaHHAS CTAaThi aHAIU3UPYET TaKue
ACTEKThl, KaK KOPIOPAaTUBHOE YIMpaBICHHUE, OPTaHU3aI[MOHHAs KYJIbTypa, CTPATErHH LIEHHOCTH U
co3/aHue IeHHOCTU. M3ydaroTcs MeTobl YAyUllIeHHs YIIPaBIeHUs KOPIOPATUBHBIMU LIEHHOCTSIMHU
yepe3 ESG, cozpatorcs cucrembl oueHku puckoB ESG M yuera LIEHHOCTEM, HCHOJIb3YIOTCS
ycToiunBble (PMHAHCOBBIE MHCTPYMEHTHI U pa3paldaThiBalOTCA CTPATETUH YIPABICHUS LIETIOYKOU
noctaBok ESG. llenbro sBisieTcss MOBBIIEHUE LIEHHOCTH KopropatuBHoro ympaeieHus ESG u
CTUMYJIMPOBAaHHE Pa3pabOTKH CTPATErMUECKUX TIUIAHOB pA3BUTHUS, OPHUEHTHPOBAHHBIX Ha
nonrocpounbie ESG nenu.

KuroueBble cioBa: ycroiiunBoe pasButue, ESG, ympaBieHue LENOYKOM MOCTaBOK,
KOPIIOpaTUBHOE YIIpaBJI€HUE, YIIPABIECHUE pUCKaMu U KOHTponupoBaHue ESG.
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