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INTEGRATION OF ESG PRINCIPLES INTO THE
CORPORATE GOVERNANCE SYSTEM OF STATE-
OWNED ENTERPRISES IN UZBEKISTAN: KEY
BARRIERS AND PRACTICAL SOLUTIONS

Jumadullaeva Durdona Shukhrat qizi
PhD Researcher, Tashkent State University of Economics

Abstract. This article examines the theoretical and practical aspects of integrating ESG principles into the corporate
governance system of state-owned enterprises in Uzbekistan. Based on an analysis of national regulatory documents,
materials from international organizations, and public reports of large state-owned companies and state-owned banks,
the key barriers to ESG implementation are identified. These include legal and regulatory, institutional, organizational
and managerial, socio-cultural, and economic barriers. The article proposes a concise classification of these barriers and
develops a step-by-step roadmap for integrating ESG principles into the corporate governance of state-owned enterprises,
including short-, medium-, and long-term measures. It is concluded that the successful integration of ESG principles requires
a combination of regulatory improvements, institutional strengthening, human capital development, and the formation of a
sustainable development culture in the public sector.

Keywords: ESG principles, corporate governance, state-owned enterprises, joint-stock companies with state
participation, state-owned banks, sustainable development, non-financial reporting, implementation barriers, Uzbekistan.

Annotatsiya. Mazkur magolada O‘zbekistondagi davlat ishtirokidagi korxonalarning korporativ boshqgaruv tizimiga
ESG tamoyillarini integratsiya gilishning nazariy va amaliy jihatlari tadqiq etilgan. Milliy normativ-huqugiy hujjatlar, xalqaro
tashkilotlar materiallari hamda yirik davlat korxonalari va davlat banklarining ochiq hisobotlari tahlili asosida ESG tamoyillarini
joriy etishdagi asosiy to‘siglar aniglangan. Ular huqugiy-me’yoriy, institutsional, tashkiliy-boshqaruy, ijtimoiy-madaniy va
igtisodiy omillar sifatida tasniflangan. Shuningdek, davlat ishtirokidagi korxonalarda ESG tamoyillarini korporativ boshgaruv
tizimiga bosgichma-bosgich integratsiya qilish bo'yicha gisqa, o‘rta va uzoq muddatli chora-tadbirlarni o‘z ichiga olgan
amaliy yo'l xaritasi ishlab chigilgan. Tadqgiqot natijalari ESG tamoyillarini muvaffagiyatli joriy etish normativ-huqugiy bazani
takomillashtirish, institutsional salohiyatni mustahkamlash, inson kapitalini rivojlantirish va bargaror rivojlanish madaniyatini
shakllantirish bilan chambarchas bog'ligligini ko‘rsatadi.

Kalit so‘zlar: ESG tamoyillari, korporativ boshgaruv, davlat ishtirokidagi korxonalar, davlat ulushi mavjud aksiyadorlik
jamiyatlari, davlat banklari, barqaror rivojlanish, nomoliyaviy hisobot, joriy etishdagi to‘siglar, O‘zbekiston.

AHHOTaumsA. B craTbe uccrenyloTcs TeopeTMyeckne M MpakTUYeckMe acnekTbl MHTerpauun npuHumnoB ESG B
CHCTEMY KOPMOPaTUBHOIO yNpaBneHns NpeanpuaTuii C rocyaapCTBEHHbIM y4acTueM B Y3bekuctaHe. Ha ocHoBe aHanm3a
HaUMOHarnbHbIX HOPMAaTMBHO-NPAaBOBbLIX AOKYMEHTOB, MaTepuarnoB MeXAyHapoAHbIX OpraHu3auvi, a Takke nyonmnmyHon
OTYETHOCTW KPYMHbIX FOCY4APCTBEHHBIX KOMMaHWA M GaHKOB C roCcyAapCTBEHHbIM YYacTUEM BbISBIIEHbI OCHOBHbIE
6apbepbl BHegpeHus ESG-npuHumnoB. OHM KnaccuduUMpoOBaHbl Kak HOPMAaTUBHO-MPaBOBbIE, WHCTUTYLIMOHAIbHbIE,
OpraHn3aunoHHO-yNpaBreHYeckne, CoumanbHO-KyNbTypHbIE U 3KOHOMUYeckre. [NpeanoxeHa noaTanHas AOpPoXHas KkapTa
nHTerpaunm ESG-nprMHUMNOB B CUCTEMY KOPMOPATMBHOMO YMNpaBreHWs roCyfapCTBEHHbIX MPeanpuUATUA, BKIOYaroLlas
KpaTKOCPOYHbIe, CPEAHECPOYHbIE U JONTOCPOYHbIE Mepbl. CaenaH BbiBOA O TOM, YTO ycnelwHasa nHrerpaums ESG tpebyet
COBEpLUEHCTBOBAHMSA HOPMAaTUBHOW 6asbl, YKPEnneHus WHCTUTYLMOHANbHOrO MoTeHuMana, pas3BuTUS YerioBEeYECKOro
Kanutana u oopMmMpoBaHNs KynbTypbl YCTONYMBOTO PasBUTUS B rOCYJAPCTBEHHOM CEKTOpE.

KntoueBble cnoBa: ESG-npuvHUMMbI, KOPNoOpaTMBHOE YyMpaBiieHne, Npeanpusatus ¢ rocyAapCTBEHHbIM y4YacTUEM,
aKUMOHepHble 06LLEeCcTBa C rocyAapCTBEHHBIM Y4acTUEM, rocyAapCTBEHHbIE BaHKW, YCTONYMBOE pa3BUTue, HedbuHaHcoBas
OTYETHOCTb, Bapbepbl BHEAPEHUS, Y30EKNCTaH.

INTRODUCTION

Globally, the integration of sustainable development principles, namely environmental, social, and
governance (ESG) principles, into corporate governance systems is becoming increasingly important. Investors
and international financial institutions use ESG criteria to assess the sustainability, responsibility, and long-term
resilience of businesses. The implementation of ESG principles not only enhances companies’ reputations but
also improves risk management and strengthens investor confidence, which ultimately has a positive impact
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on company value and access to capital. According to expert assessments, improved corporate governance
can contribute to a 20-30 percent increase in company market value, as well as to the growth of national stock
market capitalization and the expansion of opportunities for attracting foreign investment. These factors are
particularly relevant for developing economies, where companies with state participation play a significant role.

State-owned enterprises occupy key positions in the Uzbek economy, supporting strategically important
sectors such as energy, mining, transport, infrastructure, and other priority areas. The country’s sustainable
development and the fulfilment of social obligations largely depend on the effectiveness of their corporate
governance. Recognizing this, Uzbekistan has initiated large-scale corporate governance reforms in the
public sector in recent years. In 2015, a voluntary Corporate Governance Code was adopted based on
international principles and aimed at enhancing transparency, accountability, and companies’ focus on long-
term sustainable development. The reforms initiated under the country’s new leadership in 2017 prioritized
increasing transparency, ensuring sustainable development, and creating effective governance institutions.
A significant step in this direction was the publication in 2021 of the Republic of Uzbekistan’s first sovereign
ESG report, which reflected progress toward achieving the Sustainable Development Goals and implementing
government reforms. This report demonstrated the country’s commitment to the principles of good governance,
sustainability, and global openness.

At present, the integration of ESG principles has been declared at the national strategy level as one of the
key priorities for the development of large state-owned companies. A number of major enterprises, including
JSC Uzbekneftegaz, Navoi Mining and Metallurgical Company, Almalyk Mining and Metallurgical Complex,
and others, have already started publishing non-financial reports in accordance with GRI standards and plan
to obtain ESG ratings in order to enhance their investment attractiveness. At the same time, institutional
mechanisms are being developed. In particular, an ESG Center of Excellence has been established under
UzAssets to implement international standards, train specialists, and coordinate ESG initiatives of state-owned
companies.

Despite these positive developments, the level of ESG integration into the corporate governance of
Uzbek state-owned companies remains at the stage of gradual formation, and the process faces a number
of significant barriers. The purpose of this article is to analyze the current state of ESG integration into the
corporate governance system of state-owned enterprises in Uzbekistan, identify the key obstacles in this area,
and propose practical solutions to overcome them.

LITERATURE REVIEW

Research on corporate governance and ESG principles over the past two decades demonstrates a
stable relationship between the quality of governance institutions, access to capital, and the sustainability of
companies. A literature review on corporate governance in developing countries conducted by S. Claessens
and B. Yurtoglu shows that improvements in corporate governance contribute to an increase in firm value, a
reduction in the cost of capital, expanded access to financing, and more favourable treatment of stakeholders.
This effect is particularly strong in economies with institutional gaps and weak investor protection.

A number of studies show that corporate governance acts as a connecting link between ESG and financial
performance. Empirical research conducted in Middle Eastern and Asian countries demonstrates a positive
relationship between ESG disclosure, the quality of corporate governance, and the financial resilience of
companies, especially in the context of structural reforms and external shocks such as the COVID-19 pandemic.

In the updated 2024 edition of the OECD Guidelines, additional emphasis is placed on the fact that state-
owned enterprises should contribute to sustainability, economic security, and economic resilience, including
through climate-related reporting, ESG risk management, and accountability to stakeholders.

The World Bank’'s Corporate Governance of State-Owned Enterprises: A Toolkit offers a practical
framework for reforming corporate governance in the state sector, covering ownership structure, the role of the
state, transparency, financial reporting, and stakeholder relations. The document stresses that state-owned
enterprises should comply with the same disclosure and audit standards as publicly listed companies and
should introduce performance evaluation systems that take into account not only financial but also non-financial
indicators. Recent World Bank materials on state-sector reform further develop this position by proposing
an integrated approach to managing state-owned enterprises, including strengthened climate reporting and
resilience.

Studies focused specifically on ESG in state-owned enterprises have emerged relatively recently. Analyses
of the role of state-owned companies in sustainable transformation show that SOEs possess significant
potential to implement the green and social agenda. However, their results may vary due to conflicts between
commercial profitability and public objectives, political influence, and the quality of corporate governance.
Empirical research on the ESG performance of state-owned companies in China and other countries indicates
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that state ownership can either strengthen or weaken ESG outcomes depending on institutional quality and
transparency. Where clear rules and independent oversight exist, SOEs are more likely to invest in green
projects and social infrastructure, whereas under weak institutional conditions ESG implementation may remain
largely formal.

In the context of Uzbekistan, research on ESG and corporate governance is still limited but is developing
rapidly. Existing studies analyze the specific features of corporate governance in companies with state
participation, the impact of reforms on the efficiency of the state sector, and the need to adopt OECD best
practices. National regulatory documents, including the Corporate Governance Code, the strategy for reforming
state-owned enterprises, and new ESG reporting requirements, largely rely on international standards and the
conclusions of these studies, while adapting them to the national legal and institutional environment. Against
this background, there remains a research gap related to the comprehensive analysis of barriers and practical
mechanisms for ESG integration specifically in Uzbekistan’s state-owned enterprises and state-owned banks.
This article addresses this gap by linking the global ESG agenda and international standards with the specific
features of the national corporate governance system and state-sector reforms.

RESEARCH METHODOLOGY

The study is qualitative and analytical in nature. It includes a review of the regulatory and legal framework
of the Republic of Uzbekistan in the field of corporate governance and sustainable development, including
the 2015 Corporate Governance Code of Uzbekistan and strategic government documents. The study also
analyzes corporate reports and publicly available information from a number of major state-owned companies.

To identify barriers, content analysis was applied to academic publications and reports of international
organizations, including the OECD, World Bank, IFC, UNCTAD, GRI, and others, dealing with corporate
governance in state-owned enterprises and the implementation of ESG principles. A comparative analysis of
international standards and practices, such as the OECD Guidelines on Corporate Governance of State-Owned
Enterprises, GRI Standards, and EU directives on sustainability reporting, was carried out and compared with
the current situation in Uzbekistan. In addition, empirical data on corporate governance in Uzbek companies
with state participation, available from open sources and previous studies, were used.

The main focus is on identifying groups of barriers, including legal, institutional, organizational and
managerial, socio-cultural, and economic barriers, that hinder ESG integration, as well as on developing
proposals to overcome them. For clarity, the results of the barrier classification and the proposed measures
are presented in table form. The reliability of the conclusions is ensured through the use of multiple sources
and the comparison of different domestic and international viewpoints. This methodological approach makes it
possible to assess the problem comprehensively and develop recommendations tailored to the specific context
of Uzbekistan.

ANALYSIS AND RESULTS

Corporate Governance and ESG in the National Public Sector. The analysis shows that Uzbekistan
has established a foundational framework for integrating ESG principles into the activities of state-owned
enterprises; however, practical implementation remains at an early stage. From a regulatory perspective, the
voluntary Corporate Governance Code (2015) promotes adherence to international best practices. The Code
is based on the principles of accountability, transparency, reliability of information, high ethical standards, and
a focus on the long-term sustainable development of joint-stock companies. Thus, the concept of sustainable
business development is already embedded within the national corporate governance framework. Nevertheless,
because the Code has largely operated under the “comply or explain” principle, many state-owned enterprises
have not yet fully integrated its recommendations into their governance practices.

In recent years, driven by ongoing reforms and evolving international requirements, attention to ESG
issues has increased significantly. The Government of Uzbekistan has incorporated the objectives of green
economic transformation and enhanced transparency of state-owned enterprises into its policy agenda. In
2021, the Strategy for the Management and Reform of State-Owned Enterprises for 2021-2025 was adopted,
encouraging improvements in both financial and non-financial reporting.

Since 2019-2021, several major enterprises have voluntarily begun disclosing sustainability-related
information. For example, Navoi Mining and Metallurgical Company and JSC “Uzbekneftegaz” were among
the first organizations to publish sustainability reports prepared in accordance with GRI Standards. Other
companies, including JSC “Almalyk MMC” and JSC “Uzkimyosanoat,” have introduced separate environmental
and social responsibility policies. These developments indicate the gradual formation of a corporate sustainability
reporting culture within the public sector.
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Government Initiatives and ESG Requirements. Since 2022, ESG integration has become the subject
of more direct regulatory measures. The Government’s Action Plan for Improving the Business Environment
included initiatives aimed at promoting ESG systems and sustainable management practices in state-owned
enterprises. By early 2024, updated corporate governance requirements had been developed for enterprises
with state participation, encouraging the implementation of standards related to environmental protection,
occupational health and safety, and social responsibility.

A significant milestone was the introduction of mandatory non-financial reporting. According to Resolution
No. 561 of the Cabinet of Ministers, dated 25 November 2024, state-owned enterprises are required to publish
annual reports on ESG-related activities and corporate social responsibility. This measure expanded earlier
reporting requirements and represents an important step toward the systematic collection, disclosure, and
evaluation of ESG information throughout the public sector.

To support the implementation of these requirements, the Agency for the Management of State Assets
(UzSAMA) developed methodological guidelines recommending that enterprises disclose environmental, social,
and governance risks, together with relevant performance indicators. Particular attention is given to stakeholder
engagement and materiality assessment. For example, JSC “Uzbekneftegaz” identified occupational health
and safety as one of its most material sustainability issues through stakeholder consultations.

In addition to reporting requirements, the government encourages state-owned enterprises to undergo
independent ESG assessments and obtain ESG ratings. The State Programme for 2025 envisages an
assessment of the readiness of major enterprises to implement ESG principles, followed by the development
of targeted action plans for sustainable management practices. Several leading companies, including JSC
“Uzbekneftegaz,” Navoi Mining and Metallurgical Company, Almalyk Mining and Metallurgical Complex,
“Uzbekistan Airports,” and “Uzbekistan Airways,” are expected to obtain ESG ratings from international agencies.
By the end of 2025, a number of state-owned enterprises had already received ESG ratings, particularly in the
energy and extractive sectors. Strong ESG performance is increasingly viewed as a factor that enhances
access to international capital markets and strengthens investor confidence.

Progress and Remaining Challenges. Overall, Uzbekistan has established a regulatory and institutional
basis for integrating ESG principles into the corporate governance systems of state-owned enterprises. The
recommendations of the Corporate Governance Code remain in force, ESG reporting requirements have
been introduced, and the ESG Implementation Roadmap for 2024—-2026 is being implemented under the
coordination of JSC “UzAssets.” With the support of international organizations such as the EBRD and ADB,
training programs, seminars, and advisory initiatives on sustainable development are being conducted for
state-owned enterprises.

Large enterprises have begun disclosing ESG information, and a practice of independent sustainability
assessmentis gradually emerging. However, the level of awareness, expertise, and readiness for comprehensive
ESG implementation among many state-owned enterprises remains limited. International studies indicate that
awareness of sustainable development issues in Uzbekistan is still developing compared to some neighboring
countries. In many cases, ESG requirements are viewed primarily as compliance obligations rather than as
strategic instruments for long-term value creation and risk management.

This situation demonstrates the existence of significant barriers that hinder effective ESG integration. The
analysis identified several categories of barriers, including legal and regulatory, institutional, organizational and
managerial, socio-cultural, and economic barriers. The classification of these key obstacles within the context
of Uzbekistan’s state-owned enterprises is presented in Table 1.

Table 1
Classification of the main barriers to the implementation of ESG principles in state-owned companies of Uzbekistan'

Categories of barriers | Description

Legal and regulatory ESG remained largely voluntary for a long time, with weak enforcement and a primary focus
on financial metrics.

Institutional Strong interference by state bodies, principal-agent conflict, and weak interagency
coordination.

Organisational and No dedicated ESG units or data collection systems, KPIs focused only on financials, weak

managerial ESG risk control.

Formal, box-ticking approach to ESG, low stakeholder engagement, and a shortage of
sustainability competencies.

Socio-cultural High investment costs, weak market incentives, and incomplete alignment with national
climate and “green growth” goals.

1 author’s work
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Legaland Regulatory Barriers. Until recently, Uzbekistan’s legislation did not contain direct obligations related
to ESG implementation. Most recommendations were voluntary in nature, while enforcement mechanisms for
non-financial disclosure remained insufficiently developed. Mandatory ESG reporting requirements for state-
owned companies were introduced only in 2024. Nevertheless, there is still no unified law or code that directly
requires companies to systematically follow sustainable development principles.

Institutional Barriers. This category includes challenges related to the governance system of the state
sector and the allocation of institutional responsibilities. First, a high degree of involvement by state bodies in
the operational activities of companies may reduce management incentives to focus on long-term sustainability.
Another institutional barrier is the absence of a single coordinating body for sustainable development. Different
areas, such as environmental protection, social responsibility, and corporate governance, are overseen by
different institutions, while coordination between them remains limited.

Organizational and Managerial Barriers. At the level of individual enterprises, the main obstacle is
insufficient internal capacity and the limited development of ESG practices. Many state-owned companies lack
specialized units or positions responsible for sustainability, and ESG data collection processes are not yet fully
established. Staff often do not possess the necessary expertise. For example, the transition to international
financial reporting standards (IFRS) required significant efforts to train finance departments and involve external
consultants. Similarly, the introduction of environmental management systems or social standards requires staff
training, which remains insufficient in many enterprises. In addition, internal regulations and key performance
indicators have traditionally not included indicators related to environmental performance, occupational safety,
gender diversity, and similar issues. Management has mainly focused on achieving production and financial
targets. As a result, ESG is not always perceived by management as an integral part of the performance
evaluation system. State-owned enterprises also often continue to use traditional control and audit practices
that require further modernization.

Economic and External Barriers. ESG integration may require substantial financial and technological
resources. For companies with state participation, especially in infrastructure and extractive industries, upgrading
production processes to meet environmental standards requires large investments. Limited financial resources
and competing priorities, such as the need to maintain affordable tariffs for the population, may complicate
the justification of such expenditures. In addition, the investment environment in Uzbekistan is only beginning
to incorporate ESG considerations. Until recently, banks and investors rarely required ESG information from
companies. However, the situation is changing as Uzbekistan increasingly enters international capital markets.
The largest state-owned companies have already issued Eurobonds, and investors have begun to pay greater
attention to the transparency and sustainability of issuers. In 2021, Uzbekistan issued ESG bonds, which raised
the requirements for disclosing environmental and social risk data. Nevertheless, economic incentives are still
not equally evident for all state-owned enterprises, as many of them do not directly attract external investors
and therefore do not experience strong market pressure.

The analysis shows that these barriers are complex in nature: regulatory gaps are compounded by
institutional limitations and internal resistance within companies. However, many of these obstacles can be
gradually overcome. International experience demonstrates that, with targeted policy measures and appropriate
incentives, state-owned companies are capable of transforming their governance systems and embedding
sustainable development principles into their operations. The next section discusses possible approaches and
solutions adapted to the Uzbek context that can help overcome these barriers.

For the successful integration of ESG principles into the corporate governance of state-owned enterprises
in Uzbekistan, a comprehensive set of measures is required to address the identified barriers. Drawing on
international standards and the national context, the following practical solutions can be proposed.

1. Improvement of the Regulatory Framework and Standards. It is necessary to move from voluntary
recommendations to binding ESG requirements for state-owned enterprises. In the short term, it is important
to ensure full compliance with already adopted norms, including the publication of ESG reports and the
implementation of environmental and social standards. In the medium term, a unified state ownership policy on
the sustainable development of state-owned enterprises should be developed and adopted.

In some countries, such policies require state assets to comply with responsible business conduct principles.
For example, Finland’s State Ownership Policy obliges state-owned companies to conduct human rights due
diligence and integrate these principles into their operations and supply chains. For Uzbekistan, it would be
appropriate to codify similar principles, possibly in the form of a government resolution or decree requiring
state-owned enterprises to integrate ESG risks into their management systems. In addition, it is advisable to
consider developing a separate law or introducing amendments to existing legislation on enterprises with state
participation that would define the foundations of corporate social responsibility, environmental requirements,
and transparency principles.

2. Strengthening Institutional Support and Coordination. To overcome the fragmentation of efforts, a unified
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ESG coordination center for the public sector is needed. This role could be performed by the already established
ESG Center of Excellence under UzAssets or by an interagency council. Its tasks should include developing
methodological materials, organizing training and best-practice exchange among enterprises, monitoring
progress, and providing advisory support on complex ESG implementation issues.

It is also advisable to incorporate ESG indicators into the performance evaluation system for managers,
including KPIs for top management. This would help reduce the imbalance in which top managers focus
mainly on financial results. Their bonuses and contracts should include criteria related to occupational safety,
environmental performance, innovation, social responsibility, and similar factors.

Furthermore, it is important to align ESG objectives with the broader privatization and state-sector reform
agenda. As the state’s ownership share is gradually reduced through equity sales and investor attraction,
requirements for disclosure and sustainability should become more comprehensive in order to prepare
companies for competition and stock exchange listings.

3. Building Corporate Capacity: Training, HR Policy, and Internal Systems. Overcoming organizational
barriers requires investment in human capital and management infrastructure. In all major state-owned
enterprises, it is advisable to introduce the position of Chief Sustainability Officer or appoint a deputy CEO
responsible for the ESG agenda. In parallel, working groups on sustainable development should be formed,
including representatives of different departments, such as production, occupational safety, environmental
protection, finance, and human resources. This would allow ESG metrics to be integrated into all business
processes.

These working groups may develop corporate ESG strategies and action plans. Large-scale training
is also necessary. With the involvement of international experts, including through IFC, EBRD, and ADB
programs, training sessions should be organized for the management of state-owned enterprises on ESG risk
management, ESG reporting, energy efficiency, social dialogue, and related topics.

4. Economic Incentives and Support for the Transition. Clear economic incentives are needed to
encourage state-owned enterprises to invest in sustainability. First, ESG factors should be integrated into the
performance evaluation system for state-owned enterprises. Currently, enterprises are primarily assessed on
the basis of financial and production indicators. However, it would be appropriate to add indicators such as
emissions reduction, energy savings, localization of production, and compliance with labor standards. These
indicators may influence decisions on renewing management contracts, bonus payments, and other incentive
mechanisms.

Second, the “comply or explain” principle should be applied more consistently. If a company cannot comply
with a specific recommendation, for example, if it lacks independent directors or does not conduct environmental
audits, it should provide a well-grounded explanation and a remedial action plan. “Comply or explain” reports
should be published openly so that shareholders and society can assess which companies are progressing and
which require additional support.

Third, financial instruments should be used more actively. For instance, preferences may be granted to
enterprises that proactively implement ESG principles. These could include concessional loans for environmental
projects through the Fund for Reconstruction and Development or state-owned banks, similar to green financing
instruments offered by IFC and other international institutions.

The overall action plan for ESG implementation can be presented in the form of a roadmap with measures
distributed across implementation stages (Table 2).

Table 2
Roadmap for the implementation of ESG principles in state-owned companies of Uzbekistan?
Stage Main actions (briefly) Key outcome
Establishment of an ESG coordination body, l_ogsellne Understanding of the starting position and
Short term | assessment of the current level, launch of training . . o
creation of a single centre of responsibility.
programmes.
. Introduction of ESG KPlIs, appointment of responsible ESG is embedded in the management and
Medium . : . . . .
term persons in companies, launch of regular ESG reporting, incentive system, with measurable results
first pilot projects. emerging.
Transition to international standards (GRI/ESRS, ISO), ESG becomes part of the corporate culture
Long term | deepening engagement with stakeholders, integration of and development strategy of state-owned
ESG risks into strategic planning. companies.

The proposed roadmap will undoubtedly need to be refined as practical experience is accumulated.

2 author’s work
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Flexibility is particularly important in this process, since different sectors have their own specific characteristics.
For example, banks focus more on corporate governance and social risks, while industrial enterprises place
greater emphasis on environmental issues and occupational safety. Nevertheless, the overall direction is clear:
ESG principles should be integrated gradually, consistently, and systematically into all elements of corporate
governance in state-owned enterprises.

Comparison with International Standards and Best Practices. A comparison of Uzbekistan’s current practice
with international standards shows that the country is moving in line with global trends, while taking into account
specific national characteristics and the gradual nature of reforms. Table 3 summarizes how the main ESG
governance directions correspond to international benchmarks and the current situation in Uzbekistan (Table
3).

Table 3
International ESG standards and Uzbekistan’s practice?

ESG block /standard

International benchmark Practice of Uzbek state-owned companies

The Corporate Governance Code has been

Governance (OECD adopted; independent directors are present, but

Independent boards, clear

Guidelines on Corporate
Governance of SOEs)

separation of the state’s roles, high
transparency.

their share and real influence remain limited.

Sustainability disclosure (GRI,
CSRD/ESRS)

Annual reports, detailed ESG
indicators, external assurance.

Mandatory ESG reporting has been introduced;
leading companies use GRI, but the quality and
completeness of data are still uneven.

Targets for emission reduction,

National climate targets exist, while concrete

climate-related KPIs at company level are only
beginning to take shape.

Environment and climate energy efficiency, BAT, strict

regulatory oversight.

Basic labour rights are enshrined in law and
CSR activities are present, but a modern ESG
approach (human rights, gender, D&I) is only at
an early stage.

Compliance with ILO standards,
human rights due diligence, and D&l
practices.

Social dimension and human
rights

Anti-corruption reforms are under way and
compliance functions are emerging, but
remuneration disclosure and risk-based
approaches remain partial.

Codes of ethics, compliance
systems, whistleblower
protection, disclosure of executive
remuneration.

Anti-corruption and risk
management

Overall, the comparison shows that Uzbekistan has chosen an appropriate strategic direction and is
gradually adopting international standards. There are no fundamental contradictions between global ESG
principles and the country’s declared national objectives. The key issue lies in the pace, consistency, and
completeness of practical implementation.

OECD principles on the governance of state-owned enterprises are reflected in national strategies; however,
they still require full practical realization. This includes advancing privatization processes, strengthening the
professional independence of corporate governance bodies, enhancing the role of independent directors, and
ensuring greater transparency and accountability in the management of state-owned enterprises.

CONCLUSION AND RECOMMENDATIONS

The study has shown that the integration of ESG principles into the corporate governance of state-
owned enterprises in Uzbekistan is a complex and multidimensional process that is still at an early stage
of implementation. On the one hand, a regulatory framework has been established, including the Corporate
Governance Code, reform strategies, and ESG reporting requirements. Major state-owned companies have
begun to disclose non-financial information and obtain ESG ratings, while the state has declared its commitment
to sustainable development and is taking practical steps to implement it.

On the other hand, a significant gap remains between declared goals and practical implementation. Legal,
institutional, organizational, and socio-cultural barriers continue to slow down progress. In particular, the
voluntary nature of many initiatives and previously limited enforcement mechanisms have allowed companies
to apply advanced practices unevenly. Institutional challenges, such as excessive administrative influence,
conflicts of interest, and insufficient coordination, may reduce the effectiveness of reforms. Within enterprises
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themselves, limited experience, insufficient motivation, and a lack of specialized competencies can hinder the
full implementation of available ESG initiatives.

To overcome these barriers, a comprehensive set of measures is required. These include the improvement
of regulatory requirements, institutional reforms aimed at clearly separating state functions and strengthening
coordination mechanisms, the development of internal corporate capabilities, and the promotion of cultural
change within enterprises.

The practical recommendations formulated in the article can be summarized as follows. First, ESG
benchmarks should be integrated into the state asset management system, from strategic documents to
management contracts, so that sustainable development becomes an integral part of the mandate of state-
owned enterprises. Second, institutional contradictions should be reduced by strengthening transparency and
accountability, limiting direct interference in operational activities, and enhancing strategic oversight through
the setting and monitoring of key performance indicators. Third, investment in human capital and management
technologies is required, including staff training, the establishment of ESG data collection processes, and the
implementation of modern reporting and risk-control systems. Fourth, ESG values should be promoted within
companies and society through awareness-raising, stakeholder dialogue, and recognition of best practices.
Finally, these measures should be supported by economic incentives that link access to finance, investment,
and market opportunities with sustainability performance.

Thus, the integration of ESG principles is a long-term process. Its success should be measured not only by
the number of reports published but also by tangible improvements, including reduced environmental impact,
higher productivity and occupational safety, increased investor confidence, and stronger employee engagement.

The final recommendation is to continue institutional reforms and international cooperation. The experience
of other Central Asian and global economies shows that ESG implementation in state-owned companies is
achievable when there is continuous dialogue among all stakeholders, including the state, business, society,
and international partners. Uzbekistan has already taken important steps in this direction, and the consolidation
of efforts will make it possible to overcome the remaining barriers and ensure more effective ESG integration
into the corporate governance of state-owned enterprises.
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