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Introduction

Purpose of the Handbook

This handbook serves as a comprehensive guide for professionals and organizations in
a variety of sectors in Azerbaijan. Its goal is to help integrate Environmental, Social, and
Governance (ESG) principles into every stage of business operations, from planning
and execution to reporting and evaluation. The focus is on aligning with international
standards while addressing local regulatory and market dynamics.

All economic segments in Azerbaijan have significant environmental and social impacts.
Incorporating ESG principles ensures that companies not only mitigate their
environmental footprint but also promote social well-being and strong governance
practices. In Azerbaijan, with its rapid urbanization and infrastructure growth, ESG
adoption is critical for long-term sustainability and competitiveness.

Azerbaijan’s economic context

Azerbaijan's economy is characterized by a dynamic mix of natural resource wealth,
strategic location, and ongoing efforts to diversify and modernize its economic base.
Situated at the crossroads of Europe and Asia, Azerbaijan has leveraged its
geographical position and abundant natural reserves to establish itself as a critical
player in the global energy market.

The backbone of Azerbaijan's economy is its oil and natural gas sector, which accounts
for a significant share of GDP, government revenue, and export earnings. The country is
home to the Caspian Sea's rich hydrocarbon reserves, with major projects like the
Azeri-Chirag-Gunashli oil fields and the Shah Deniz gas field underpinning its energy
dominance. Azerbaijan's energy infrastructure, including the Baku-Tbilisi-Ceyhan
(SOCAR Midstream) pipeline and the Southern Gas Corridor, links Caspian resources
to global markets, bolstering the country's strategic importance.

Recognizing the risks of overdependence on oil and gas, Azerbaijan has prioritized
economic diversification (Presidential Order, 2023). Key sectors identified for
development include agriculture, information technology, tourism, and renewable
energy. Efforts to create a business-friendly environment have been supported by
infrastructure development, such as the construction of industrial parks (Ministry of
Economy, n.d.) and free economic zones (AFEZ), as well as reforms aimed at improving
governance and attracting foreign investment.

Azerbaijan's location along the historic Silk Road positions it as a vital hub for regional
trade and transit. Through initiatives like the Baku International Sea Trade Port (Port of
Baku) and the development of the Trans-Caspian International Transport Route (Middle


https://www.socarmidstream.az/az/project/btc/
https://www.sgc.az/
https://economy.gov.az/en/page/senaye-zonalari/senaye-parklari
https://economy.gov.az/en/page/senaye-zonalari/senaye-parklari
https://afez.az/
https://portofbaku.com/en
https://portofbaku.com/en
https://middlecorridor.com/en/

Corridor), Azerbaijan seeks to enhance its role in connecting Asia and Europe. These
efforts align with broader regional projects, such as China's Belt and Road Initiative
(BRI), further amplifying Azerbaijan's strategic significance.

Challenges and Opportunities

While Azerbaijan's economic trajectory is promising, challenges remain. The economy
is sensitive to fluctuations in global oil prices, and continued structural reforms are
needed to sustain non-oil sector growth. Additionally, addressing environmental
concerns and promoting inclusive development are key priorities. Recent political
stability and the resolution of certain regional conflicts provide an opportunity for
accelerated economic progress and regional cooperation.

Azerbaijan’s reliance on hydrocarbons has contributed significantly to its economic
success but has also raised concerns about environmental sustainability. By adopting
ESG strategies, the country can focus on reducing carbon emissions, enhancing energy
efficiency, and transitioning towards renewable energy sources. Initiatives like investing
in solar and wind power projects, promoting sustainable urban planning, and
implementing stricter environmental regulations can help mitigate the adverse impacts
of climate change and preserve the country’s natural resources.

Socially, ESG principles emphasize equitable access to opportunities, education, and
healthcare, which are critical for fostering inclusive growth. In Azerbaijan, this could
translate into targeted policies to reduce regional disparities, support vulnerable
populations, and improve workforce skills through education and training programs.
ESG-driven strategies also encourage corporate social responsibility, where businesses
contribute to community development, enhance worker protections, and promote
gender equality.

ESG adoption can also position Azerbaijan as a leader in sustainable development
within the region. The focus on renewable energy and green technologies can attract
international partnerships and investments, while socially responsible initiatives can
improve the country’s appeal to global businesses and talent. Moreover, integrating
ESG into public policy and corporate strategy can help Azerbaijan align with
international standards, opening doors to new markets and enhancing trade
relationships.


https://middlecorridor.com/en/
https://eng.yidaiyilu.gov.cn/

Understanding ESG
What is ESG?

ESG refers to Environmental, Social, and Governance factors that measure the
sustainability and societal impact of businesses. These factors are increasingly used by
investors, regulators, and stakeholders to evaluate corporate responsibility and
performance beyond financial metrics.

Key ESG Components

e Environmental: Includes efforts to reduce carbon emissions, improve energy
efficiency, and minimize waste.

e Social: Focuses on labor practices, health and safety, community engagement,
and diversity.

e Governance: Covers corporate transparency, ethical behavior, risk management,
and compliance.

Effective governance for ESG integration should rest on three foundational principles:
accountability, transparency, and ethical leadership. Companies must define
comprehensive ESG policies aligned with their corporate values and broader objectives.
These policies should detail measurable goals, such as reducing carbon emissions or
promoting workplace diversity, while ensuring compliance with local and international
standards like the Law on Joint Stock Companies and ISO frameworks. Regular internal
controls and external audits are necessary to verify performance and compliance.
Ethical governance requires embedding anti-corruption measures, bribery prevention
policies, and whistleblower protections into ESG frameworks. Conducting regular ethics
training for employees and leadership reinforces a culture of integrity and ensures that
governance practices uphold the highest standards.

Regulatory Framewaork in Azerbaijan

National Environmental Regulations

Azerbaijan’s “Law on Environmental Protection” mandates sustainable practices across
industries, including construction. Environmental Impact Assessments (EIA) are
compulsory for large projects to evaluate and mitigate potential risks. Regulations also
govern waste management and energy efficiency in construction.

Labor and Social Standards

The Labor Code of Azerbaijan ensures fair labor practices, emphasizing worker safety
and non-discrimination. Construction firms must comply with workplace safety



standards monitored by the State Labor Inspection Service, which conducts periodic
inspections to ensure compliance.

Corporate Governance Requirements

Azerbaijan’s governance frameworks, such as the “Law on Joint Stock Companies,”
promote transparency and accountability. These laws require ethical business practices,
regular audits, and accurate financial disclosures. Adopting international governance
standards can further enhance corporate credibility.

Alignment with AZS 962:2024

The Azerbaijan Standardization Institute (AZSTAND) has recently introduced a national
standard on Environmental, Social, and Corporate Governance (ESG) to promote
sustainable development within the country. This initiative, developed with technical
assistance from the International Organization for Standardization (ISO), aims to
establish a comprehensive regulatory framework for ESG activities, encouraging
organizations to adopt responsible and sustainable practices. (AzerNews)

llham Bayramov, former Director General of AZSTAND, emphasized that the application
of this ESG standard is voluntary and does not impose any penalties or mandatory
requirements on organizations. The institute is actively promoting the standard and
conducting awareness-raising activities to encourage its adoption. A key component of
the standard focuses on environmental objectives, aiming to address issues such as
carbon emissions reduction, energy efficiency, and the transition to renewable energy
sources. (Report Informasiya Agentliyi)

In addition to the ESG standard, AZSTAND has adopted the state standard AZS
962:2024, titled "Green Business Management Systems." This standard seeks to
minimize the negative environmental impacts of enterprises and organizations, promote
efficient resource use, and incorporate principles of ecological responsibility. It
encourages the implementation of green financial management, sustainable supply
chains, ecological sustainability, and ecological innovations within organizational
management systems. (APA)

The adoption of these standards reflects Azerbaijan's commitment to aligning with
international best practices in sustainability and corporate governance. By providing a
structured approach to ESG principles, AZSTAND aims to enhance the global
recognition of local companies and support the country's green agenda and sustainable
growth objectives. (AzerNews).

To ensure that green business management policies achieve their intended impact, it is
essential to integrate them within the overarching corporate governance framework.
This alignment guarantees that sustainability goals are not treated as standalone


https://www.azernews.az/business/231232.html?utm_source=chatgpt.com
https://report.az/en/business/azstand-application-of-national-standard-on-esg-not-mandatory/?utm_source=chatgpt.com
https://en.apa.az/entrepreneurship/azerbaijan-standardization-institute-adopts-new-state-standard-for-green-business-management-systems-451318?utm_source=chatgpt.com
https://www.azernews.az/business/231549.html?utm_source=chatgpt.com

initiatives but are embedded into the company’s strategic and operational objectives.
Furthermore, organizations should implement robust governance mechanisms to
enforce compliance with these policies. Mechanisms such as compliance audits,
whistleblower protections, and periodic reviews can enhance adherence and
accountability, thereby fostering a culture of ethical and sustainable practices across all
levels of the organization.

The AZS 962:2024 standard on Green Business Management Systems is a landmark
initiative designed to guide organizations in Azerbaijan toward achieving sustainable
business practices. Issued by the Azerbaijan Standardization Institute (AZSTAND) on
October 7, 2024, and developed in collaboration with ESDGoals LLC, this standard
reflects a commitment to aligning Azerbaijan’s sustainability goals with international best
practices. The standard, approved under decision AZSTAND/Q-135/2024, represents
the country's progressive stance on sustainable development, emphasizing the
integration of environmental, social, and economic considerations into business
operations.

The AZS 962:2024 standard integrates key elements of national laws, such as the 'Law
on Environmental Protection' and 'Labor Code of Azerbaijan.' For example, Clause 4.1
of AZS 962:2024 aligns with the regulatory requirement to assess internal and external
environmental issues affecting organizational performance. It is a comprehensive
framework aimed at enabling organizations to balance environmental preservation,
social responsibility, and economic performance. It promotes the transition from a linear
economy to a circular economy and establishes systematic guidelines for managing
environmental impacts, improving resource efficiency, and fostering long-term
sustainable development.

By adopting this standard, organizations can address compliance obligations,
strengthen their market position, and contribute to national and global sustainability
goals.

This handbook has been developed to complement and operationalize the principles of
AZS 962:2024. While the standard establishes the foundational requirements for green
business management, the handbook provides industry-specific guidance and practical
tools to facilitate implementation. Together, they form a cohesive framework for
businesses in Azerbaijan to lead in environmental stewardship, social responsibility, and
governance transparency.

The alignment between the handbook and the key clauses of AZS 962:2024 ensures
that businesses can seamlessly integrate the standard's requirements into their
operations. For example, Clause 3.2 of AZS 962:2024 emphasizes the importance of
managing environmental aspects and impacts, a focus that is reflected throughout this



handbook in sector-specific strategies to reduce waste, emissions, and resource
consumption. Additionally, Clause 4.5, which highlights the need for system integration,
is addressed through recommendations on incorporating ESG principles into existing
management systems, ensuring that environmental and social considerations are
embedded across all levels of an organization. Furthermore, Clause 6.1, which
prioritizes the identification of risks and opportunities, is supported by the handbook's
guidance on conducting ESG materiality assessments tailored to different industries.

This handbook and the AZS 962:2024 standard work in tandem to provide organizations
with both the framework and the actionable steps needed to transition to sustainable
business practices. By following this alignment, businesses not only ensure compliance
with national standards but also position themselves as leaders in the global movement
toward sustainability, leveraging innovative practices and achieving operational
excellence in harmony with environmental and social imperatives.

Steps to ESG Integration

Conducting an ESG Materiality Assessment

This involves identifying the ESG issues most relevant to the company and its
stakeholders. Tools like stakeholder surveys and data analytics can help prioritize areas
such as carbon emissions, worker safety, and community engagement.

Developing ESG Policies and Strategies

Drafting detailed policies and action plans ensures clarity and accountability. For
example, a company might adopt a policy to reduce carbon emissions by 30% over five
years through renewable energy adoption and energy-efficient designs.

Developing ESG policies requires a participatory approach that engages
representatives from all organizational levels. Final approval should rest with senior
management or the board to ensure alignment with strategic priorities. These policies
must include clearly defined objectives, measurable targets, and specified accountability
structures. To track progress effectively, companies should establish Key Performance
Indicators (KPIs) and conduct regular internal audits. This feedback loop allows
organizations to refine policies based on performance outcomes, ensuring continuous
improvement.

Setting ESG Goals and KPIs

Defining measurable targets, such as achieving zero workplace accidents or using 50%
recycled materials, helps track progress and drive continuous improvement.

Engaging Stakeholders



Regular engagement with employees, local communities, suppliers, and investors builds
trust and aligns ESG initiatives with stakeholder expectations. Methods include public
consultations, employee training, and sustainability reporting.

Board-Level Oversight of ESG

Effective oversight by the board of directors is fundamental to the successful integration
of Environmental, Social, and Governance (ESG) principles into corporate strategy and
operations. As the ultimate governing body, the board holds the responsibility to ensure
that ESG considerations are embedded within the organization’s decision-making
processes and long-term goals. This oversight not only aligns ESG objectives with
corporate strategy but also enhances accountability and transparency, addressing
stakeholder expectations and regulatory requirements.

The board’s responsibilities for ESG oversight include approving policies, monitoring
implementation, and integrating ESG risks and opportunities into enterprise risk
management frameworks. Key areas of focus should encompass climate risk, resource
efficiency, workforce diversity, and community impact. By ensuring alignment between
ESG initiatives and business objectives, the board can drive value creation while
mitigating potential risks.

Establishing a dedicated ESG Committee at the board level is a best practice for
effective oversight. This committee should consist of members with expertise in
sustainability, governance, and risk management to provide informed guidance on ESG
matters. The ESG Committee should work closely with the executive team and relevant
operational units to set priorities, track progress, and address challenges.

One of the most effective ways to integrate ESG into board-level decision-making is by
linking executive compensation to measurable ESG performance indicators. Metrics
such as carbon emissions reductions, energy efficiency improvements, or progress on
diversity and inclusion can align leadership incentives with corporate sustainability
goals. This approach ensures that ESG commitments translate into actionable
outcomes.

Diversity within the board is crucial for fostering a holistic approach to ESG. Including
directors with expertise in environmental science, social policy, or community
engagement can enhance the board’s ability to evaluate ESG initiatives critically.
Gender, ethnic, and experiential diversity further contribute to balanced decision-making
and broaden the board’s perspective on sustainability challenges.

The board must integrate ESG risks into the company’s overall risk management
framework. This includes evaluating potential impacts from regulatory changes,
reputational risks, supply chain vulnerabilities, and climate-related disruptions. Regular



assessments and scenario analyses can help identify and mitigate these risks,
positioning the organization for resilience and long-term success.

Boards should establish clear and transparent reporting mechanisms for ESG
performance. Regular updates to shareholders and stakeholders on ESG goals,
initiatives, and progress are essential for building trust and accountability. Reporting
should align with international standards such as GRI, SASB, or TCFD to ensure
credibility and comparability.

To fulfill their ESG oversight responsibilities effectively, board members may require
training on sustainability issues, regulatory developments, and emerging ESG trends.
Regular workshops and briefings can equip directors with the knowledge needed to
make informed decisions and provide effective guidance.

Board-level oversight of ESG is not merely a compliance exercise but a strategic
imperative. By prioritizing ESG integration at the governance level, boards can drive
long-term value creation, enhance stakeholder trust, and position their organizations as
leaders in sustainability. Through dedicated committees, transparent reporting, and
proactive risk management, the board can ensure that ESG principles are deeply
embedded into the organization’s fabric, fostering resilience and sustainable growth.

Governance Structure for ESG Implementation

A well-defined governance structure is essential for the successful implementation of
Environmental, Social, and Governance (ESG) principles within an organization. This
structure provides the framework for decision-making, accountability, and collaboration,
ensuring that ESG objectives are systematically integrated into corporate strategies and
operations. An effective governance structure enables organizations to address
stakeholder expectations, comply with regulatory requirements, and achieve long-term
sustainability goals.

An effective ESG governance structure consists of six core components, which are
Board of Directors, Executive Leadership, ESG Steering Committee, Operational Units
and ESG Champions, and External Stakeholders.

Board of Directors

The board provides overall oversight of ESG initiatives, ensuring alignment with
corporate strategy and risk management frameworks. A dedicated ESG Committee,
comprising board members with sustainability expertise, can enhance focus and
accountability. The board’s responsibilities include approving ESG policies, reviewing
performance, and integrating ESG risks into enterprise-wide decision-making.

Executive Leadership



The executive team is responsible for translating board-level ESG strategies into
actionable initiatives. A Chief Sustainability Officer (CSO) or ESG Lead should be
appointed to manage the day-to-day implementation of ESG programs, coordinate
across departments, and report progress to the board.

ESG Steering Committee

An ESG Steering Committee, composed of representatives from key departments such
as operations, finance, HR, and legal, serves as a bridge between executive leadership
and operational teams. This committee ensures that ESG policies are integrated into all
business functions and fosters collaboration across the organization.

Operational Units and ESG Champions

Individual departments or business units play a critical role in executing ESG initiatives.
Appointing ESG Champions within each unit can help embed sustainability practices at
the grassroots level and ensure alignment with organizational goals.

External Stakeholders

Engaging external stakeholders such as investors, regulators, NGOs, and local
communities is vital for aligning ESG initiatives with broader societal expectations.
Advisory panels or stakeholder forums can provide valuable input and foster
transparency.

Clear and structured decision-making processes are fundamental to effective ESG
governance. Organizations should establish protocols for identifying, prioritizing, and
addressing ESG risks and opportunities. This includes setting measurable targets,
defining accountability at all levels, and ensuring timely reporting on progress. Regular
and transparent reporting is a cornerstone of ESG governance. Organizations should
adopt internationally recognized standards, such as GRI, SASB, or TCFD, to ensure
consistency and credibility in ESG disclosures. Clear reporting lines, from operational
units to the board, enable continuous monitoring and informed decision-making.

Developing ESG policies requires input from all levels of the organization to ensure
relevance and buy-in. Policies should include specific goals, performance metrics, and
compliance requirements. The governance structure must also include mechanisms for
regular policy reviews and updates to reflect evolving regulatory and market conditions.
Establishing robust monitoring and evaluation systems is critical to track ESG
performance. This involves defining Key Performance Indicators (KPIs), conducting
regular audits, and providing feedback loops to refine strategies. Independent
third-party audits can further enhance credibility and stakeholder trust.



Effective governance relies on the capacity of all stakeholders to understand and
implement ESG principles. Organizations should invest in training programs to equip
employees and leaders with the skills needed to drive ESG initiatives. Building internal
expertise ensures long-term success and adaptability. An ESG governance structure
must be closely aligned with the organization’s overall strategy. This alignment ensures
that ESG initiatives are not treated as isolated projects but are embedded into core
business processes, such as product development, supply chain management, and
customer engagement.

A robust governance structure for ESG implementation is essential for embedding
sustainability into the organizational culture and operations. By defining clear roles and
responsibilities, establishing transparent decision-making processes, and fostering
collaboration across levels, organizations can effectively manage ESG risks and
opportunities. This structured approach not only enhances accountability but also
positions businesses to achieve their sustainability goals and create long-term value for
stakeholders.



Industry: construction
Key Challenges

While the adoption of ESG principles is gaining traction, several challenges hinder
widespread implementation in Azerbaijan. These include limited access to green
construction materials and high costs of sustainable technologies.

The availability of environmentally friendly construction materials in Azerbaijan remains
constrained, increasing costs and limiting options for developers aiming to construct
green buildings. This challenge is compounded by a lack of local production and
reliance on imports. On the other hand, when it comes to sustainable technologies,
such as renewable energy systems, energy-efficient equipment, and waste
management solutions, they often require significant upfront investment. For many
businesses in Azerbaijan, especially SMEs, these costs are prohibitive without access
to subsidies or affordable financing options.

Lastly, limited access to green construction materials directly impacts compliance with
AZS 962:2024 Clause 3.2.2, which emphasizes managing environmental aspects
across the life cycle of products and services.

Potential Opportunities for ESG Leadership

Despite these challenges, Azerbaijan is well-positioned to leverage ESG principles to
drive growth and innovation. International financial institutions and investors
increasingly prioritize ESG-compliant projects. By adopting ESG standards, Azerbaijani
companies can unlock access to green bonds, sustainability-linked loans, and
partnerships with global firms that value responsible business practices.

Businesses that achieve green certifications, such as LEED for construction or ISO
14001 for environmental management, can differentiate themselves in the market.
These certifications enhance credibility and attract environmentally conscious
consumers and investors. The government’s commitment to sustainability, exemplified
by the "Azerbaijan 2030" development strategy and recent ESG standards, provides a
supportive framework for businesses to align with national priorities. Companies that
proactively align with these initiatives can gain favor with policymakers and
stakeholders. On top of that, achieving certifications such as ISO 14001 supports
compliance with AZS 962:2024 Clause 9.2, which encourages organizations to seek
external verification of their environmental performance.

Incorporating ESG principles into business operations can significantly enhance a
company’s reputation. Businesses that demonstrate leadership in environmental
stewardship, social responsibility, and transparent governance are likely to attract



customers, talent, and investors who value sustainability. The adoption of ESG
principles often fosters innovation, such as the development of energy-efficient
technologies or circular economy practices. By embracing these innovations,
Azerbaijani companies can enhance their competitiveness both locally and globally.
Azerbaijan’s strategic location and economic influence in the Caucasus region position
it to become a regional leader in ESG practices. By setting high standards, Azerbaijani
firms can inspire neighboring countries to adopt similar approaches, creating a ripple
effect that benefits the entire region.

International reporting standards

Adopting international reporting standards such as the Global Reporting Initiative
(GRI), Sustainability Accounting Standards Board (SASB), and Task Force on
Climate-related Financial Disclosures (TCFD) can help construction companies
enhance transparency, improve stakeholder trust, and align with global sustainability
benchmarks. This guide outlines how these standards can be effectively utilized in the
construction sector.

Achieving certifications such as ISO 14001 and LEED directly supports compliance with
AZS 962:2024 Clause 9.2. Organizations can leverage these -certifications to
demonstrate adherence to the standard's environmental performance criteria.

Global Reporting Initiative (GRI)

e Purpose: Provides a comprehensive framework for reporting on economic,
environmental, and social impacts.

e Focus Areas for Construction:
o Materials usage (GRI 301: Materials)
o Waste management (GRI 306: Waste)

o Energy consumption and emissions (GRI 302: Energy, GRI 305:
Emissions)

o Labor practices and community impacts (GRI 401: Employment, GRI 413:
Local Communities)

Sustainability Accounting Standards Board (SASB)

e Purpose: Focuses on industry-specific material ESG issues for investors.
e Construction-Specific Standards:
o Workforce health and safety

o Greenhouse gas emissions



o Water management
o Building lifecycle impacts (e.g., resource efficiency, recyclability)

Task Force on Climate-related Financial Disclosures (TCFD)

e Purpose: Provides guidance on climate-related risks and opportunities.
e Focus Areas:

o Governance of climate risks

o Climate impact on financial performance

o Scenario analysis for resilience against climate change

o Strategies for reducing emissions and enhancing energy efficiency

Certifications and Other Standards

The construction sector has access to a wide range of ESG certifications and standards
designed to promote sustainable practices, reduce environmental impact, and ensure
social responsibility. These frameworks help construction companies align with global
sustainability goals, regulatory requirements, and stakeholder expectations, addressing
challenges such as resource efficiency, carbon emissions, and labor standards.

Environmental certifications are fundamental to the construction industry. LEED
(Leadership in Energy and Environmental Design) is one of the most widely recognized
certifications, focusing on sustainable building practices, energy efficiency, water
conservation, and material selection. Similarly, BREEAM (Building Research
Establishment Environmental Assessment Method) is a global standard that assesses
the sustainability performance of buildings, infrastructure, and master-planned
communities. For construction materials, the Cradle to Cradle (C2C) certification
evaluates the environmental and social impacts of materials, promoting circular
economy principles in construction.

ISO standards also play a critical role in construction. ISO 14001 supports the
implementation of environmental management systems to reduce the environmental
impact of construction projects, while ISO 50001 focuses on improving energy efficiency
in construction processes and buildings. The Environmental Product Declaration (EPD)
certification provides transparency about the environmental impacts of construction
materials, helping stakeholders make informed decisions.

Social responsibility certifications ensure fair labor practices and community
engagement. The SA8000 Standard guarantees ethical working conditions, fair wages,
and worker safety in construction projects. The Ethical Trading Initiative (ETI) focuses



on ensuring that labor practices throughout the supply chain meet global standards,
while Fair Trade Certification can apply to specific construction materials, ensuring that
their production benefits local communities and adheres to ethical standards. The WELL
Building Standard emphasizes human health and well-being in building design,
construction, and operations, ensuring spaces promote safety, comfort, and social
equity.

Governance and reporting standards include the Global Reporting Initiative (GRI), which
offers a framework for reporting ESG impacts such as emissions, waste management,
and community engagement in construction projects. The Sustainability Accounting
Standards Board (SASB) provides industry-specific guidelines for material ESG issues
in construction, such as workforce safety, emissions reductions, and resource efficiency.
The Task Force on Climate-related Financial Disclosures (TCFD) helps construction
companies assess and report climate-related risks and opportunities, focusing on
resilience to climate change and emissions management.

Energy and carbon-specific certifications are particularly relevant to construction, where
emissions and resource use are significant concerns. The Carbon Trust Standard
verifies emissions reductions and encourages energy-efficient practices in construction
operations. The Passive House (Passivhaus) certification promotes energy-efficient
building designs that minimize energy consumption and environmental impact. For
net-zero projects, the Zero Carbon Certification by the International Living Future
Institute ensures that buildings achieve carbon neutrality through renewable energy and
resource optimization.

Sustainable supply chain certifications include the FSC (Forest Stewardship Council)
and PEFC (Programme for the Endorsement of Forest Certification), which ensure that
timber and wood-based materials used in construction are sourced sustainably and
responsibly. The Greenroads Certification assesses the sustainability of road and
infrastructure projects, focusing on emissions, resource use, and community benefits.

Specialized certifications for green construction include the Living Building Challenge,
which promotes regenerative design and construction practices to create buildings that
have a positive impact on the environment. The EDGE (Excellence in Design for
Greater Efficiencies) certification by the IFC is a cost-effective green building
certification system tailored for emerging markets, focusing on energy, water, and
material efficiency.

Tools and platforms such as the CDP (formerly Carbon Disclosure Project) allow
construction companies to disclose their climate impacts and sustainability strategies.
The Science-Based Targets initiative (SBTi) supports construction firms in setting and



achieving emissions reduction targets aligned with the Paris Agreement. The Envision
Rating System focuses on sustainable infrastructure, encouraging resource efficiency,
resilience, and social equity in construction projects.

These certifications and standards enable construction companies to enhance their
environmental performance, improve labor practices, and align with global ESG
objectives. By adopting these frameworks, the construction sector can address
sustainability challenges, meet regulatory expectations, and demonstrate leadership in
creating sustainable and resilient infrastructure.



Industry: Tourism

Key Challenges

The integration of ESG principles in Azerbaijan’s tourism sector faces several obstacles
that need to be addressed for widespread adoption. Key challenges include a lack of
sustainable infrastructure, high initial costs of implementing eco-friendly practices, and
limited awareness of ESG principles among stakeholders.

A significant barrier lies in the insufficient availability of sustainable infrastructure, such
as green-certified hotels, eco-friendly transport systems, and waste management
solutions tailored to tourism operations. This shortage limits the ability of operators to
offer sustainable travel experiences. Moreover, adopting eco-friendly practices in the
tourism sector, such as implementing energy-efficient systems in hotels, utilizing
water-saving technologies in resorts, and establishing waste reduction systems in
tourist areas, often requires significant upfront investment. For small and medium-sized
tourism businesses, which make up a substantial part of the industry in Azerbaijan,
these costs can be particularly burdensome. Many operators lack the financial
resources to invest in such infrastructure without the support of government subsidies,
grants, or affordable financing options. This financial barrier limits the ability of smaller
businesses to compete with larger, better-resourced enterprises in providing sustainable
tourism offerings.

Another challenge is the limited awareness and expertise in ESG practices among
tourism operators and stakeholders. Many businesses in the sector are unfamiliar with
the principles of sustainable tourism and the benefits ESG integration can bring to their
operations. This knowledge gap hampers the adoption of green certifications and
reporting standards that could enhance the sector’s global appeal.

Potential Opportunities for ESG Leadership

Despite these challenges, the tourism sector in Azerbaijan has considerable potential to
leverage ESG principles to enhance its global competitiveness and sustainability.
Adopting ESG standards can unlock access to international funding and attract
environmentally conscious travelers. International financial institutions and investors
increasingly prioritize sustainable projects, making ESG compliance a gateway to green
bonds, grants, and other forms of financing.

Tourism businesses that pursue green certifications, such as Global Sustainable
Tourism Council (GSTC) standards or ISO 14001 for environmental management, can
differentiate themselves in the global market. These certifications enhance credibility



and appeal to eco-conscious tourists, particularly from Europe and other regions where
sustainability is a priority.

Azerbaijan’s "Azerbaijan 2030" development strategy and recent government initiatives
focused on sustainability provide a supportive framework for the tourism sector to align
with national priorities. Businesses that proactively integrate ESG principles into their
operations can gain favor with policymakers and other stakeholders, while contributing
to the country’s reputation as a sustainable tourism destination.

Incorporating ESG principles into operations also significantly enhances the reputation
of tourism businesses. Companies that demonstrate leadership in environmental
stewardship, cultural preservation, and transparent governance are more likely to attract
customers, talent, and partners who value sustainability. Additionally, the adoption of
ESG principles fosters innovation, such as the development of eco-tourism packages,
digital tools for sustainable travel, and partnerships with local communities. These
initiatives can help Azerbaijani tourism businesses enhance their competitiveness
locally and globally.

Azerbaijan’s unique geographic and cultural position in the Caucasus region positions it
as a leader in regional ESG practices. By establishing high standards in sustainable
tourism, the country can inspire neighboring nations to adopt similar practices, creating
a broader impact across the region.

International Reporting Standards

Adopting international reporting standards like the Global Reporting Initiative (GRI),
Sustainability Accounting Standards Board (SASB), and Task Force on
Climate-related Financial Disclosures (TCFD) can help tourism companies enhance
transparency, improve stakeholder trust, and align with global sustainability
benchmarks. This guide outlines how these standards can be effectively utilized in the
tourism sector.

Global Reporting Initiative (GRI)

e Purpose: Provides a comprehensive framework for reporting on economic,
environmental, and social impacts.

e Focus Areas for Tourism:
o Resource use and waste management (GRI 306: Waste)

o Energy consumption and emissions (GRI 302: Energy, GRI 305:
Emissions)

o Biodiversity conservation (GRI 304: Biodiversity)



o Cultural and community impacts (GRI 413: Local Communities)
Sustainability Accounting Standards Board (SASB)
e Purpose: Focuses on industry-specific material ESG issues for investors.
e Tourism-Specific Standards:
o Environmental management in hotel and leisure facilities
o Water usage in areas with limited supply
o Workforce conditions, including health and safety
o Community engagement and cultural preservation
Task Force on Climate-related Financial Disclosures (TCFD)
e Purpose: Provides guidance on climate-related risks and opportunities.
e Focus Areas:
o Governance of climate risks in tourism operations
o Assessment of climate impacts on tourism revenue
o Scenario analysis for destination resilience against climate change

o Strategies for reducing tourism’s carbon footprint

Certifications and Other Standards

The tourism industry has a range of specialized ESG certifications and standards
designed to address sustainability, environmental protection, and social responsibility.
These certifications guide businesses in aligning their operations with global best
practices in ESG principles.

Environmental certifications include the Global Sustainable Tourism Council (GSTC)
Criteria, which sets globally recognized standards for sustainable travel and tourism,
focusing on environmental management, cultural preservation, social benefits, and
community engagement. Certifications based on GSTC include EarthCheck, Green Key,
and Travelife. The Green Key eco-label is awarded to tourism facilities like hotels and
campsites that implement sustainable practices such as energy and water efficiency
and waste management. EarthCheck Certification measures and improves the
environmental, social, and economic performance of tourism businesses, covering
areas like carbon emissions, water use, biodiversity conservation, and waste
management. ISO 14001 certification also helps tourism businesses implement
environmental management systems to minimize their environmental impact while
enhancing resource efficiency.



For social responsibility, standards such as Travelife for Accommodation provide tools
and certifications for sustainability in tourism accommodations, addressing labor
practices, community relations, cultural heritage, and environmental impact. Fair Trade
Tourism Certification ensures fair wages, working conditions, and benefits for
employees while promoting ethical tourism practices and community involvement. B
Corp Certification assesses a company’s social and environmental performance,
encouraging a balance of profit with purpose through ethical labor practices and
community engagement.

Certifications for ecotourism and conservation include Rainforest Alliance Certification,
which promotes environmentally and socially responsible practices in tourism
businesses by emphasizing biodiversity conservation, cultural respect, and economic
sustainability. The Blue Flag Certification focuses on the sustainable management of
beaches, marinas, and boating tourism, highlighting water quality and environmental
education. The UNESCO Sustainable Tourism Pledge encourages businesses to
preserve natural and cultural heritage while minimizing their environmental footprint and
contributing to local communities.

Energy and carbon-specific certifications include the Carbon Trust Standard, which
verifies reductions in carbon emissions for tourism businesses and promotes energy
efficiency and renewable energy adoption. LEED Certification (Leadership in Energy
and Environmental Design) applies to sustainable building practices for hotels and
resorts, emphasizing energy efficiency, water use, and eco-friendly construction.

Regional and local certifications, such as the EU Ecolabel for Tourist Accommodation
Services, are recognized across Europe and focus on reducing environmental impact,
improving resource efficiency, and promoting sustainability. The Green Tourism
Certification, based in the UK, supports tourism businesses in implementing sustainable
practices such as waste reduction, energy conservation, and community support.

Specialized tools and platforms like the Hotel Carbon Measurement Initiative (HCMI)
provide consistent frameworks for calculating and reporting carbon footprints in the
hospitality industry. Similarly, the Sustainable Hospitality Alliance offers resources for
integrating sustainability into hospitality operations, including human rights protection,
water management, and energy efficiency.

These certifications and standards enable tourism businesses to align with global ESG
goals, enhance their reputation, attract eco-conscious travelers, and ensure compliance
with evolving regulations while contributing to the broader sustainability agenda.



Industry: Energy (Renewable Energy and QOil & Gas)
Key Challenges

The energy sector in Azerbaijan, encompassing both renewable energy and oil and gas,
faces several challenges in adopting ESG principles. These include high costs of
transitioning to sustainable practices, regulatory complexities, and the environmental
impact of legacy infrastructure.

Transitioning to renewable energy sources, such as wind, solar, and hydropower,
requires substantial upfront investment in infrastructure and technology. For many
energy companies, particularly smaller operators, these costs are prohibitive without
access to subsidies, green financing, or international partnerships. Similarly, oil and gas
companies face challenges in retrofitting existing facilities with technologies that reduce
emissions, such as carbon capture and storage (CCS) or methane leak detection
systems. These technologies, while essential for improving environmental performance,
demand significant capital outlays.

Regulatory complexities also present a barrier to ESG adoption. While Azerbaijan has
made strides in promoting renewable energy through initiatives like the "Azerbaijan
2030" strategy, inconsistencies in policy enforcement and a lack of comprehensive
frameworks for carbon pricing or emissions reduction create uncertainty for businesses.
This regulatory ambiguity can delay investments in sustainable projects. Transitioning to
renewable energy aligns with AZS 962:2024 Clause 7.3, which emphasizes optimizing
energy management and transitioning to renewable sources.

Finally, the environmental impact of legacy infrastructure in the oil and gas sector
remains a pressing challenge. Aging facilities often lack modern environmental
safeguards, resulting in higher emissions and risks of spills or leaks. Addressing these
issues requires significant investment and operational downtime, which can deter
companies from taking proactive measures.

Potential Opportunities for ESG Leadership

Despite these challenges, the energy sector in Azerbaijan has substantial opportunities
to leverage ESG principles for growth and innovation. Transitioning to renewable energy
aligns with global trends and provides a pathway for Azerbaijan to diversify its energy
portfolio. By investing in large-scale wind and solar projects, companies can tap into
international funding mechanisms such as green bonds, sustainability-linked loans, and
grants from global organizations prioritizing clean energy initiatives.

One of Azerbaijan’s key players in the energy transition is SOCAR Green, a strategic
initiative by the State Oil Company of Azerbaijan Republic (SOCAR). SOCAR Green is



focused on integrating renewable energy solutions, improving environmental
management practices, and aligning SOCAR’s operations with global sustainability
goals. By spearheading projects like solar panel installations, biofuel research, and
methane reduction in oil and gas facilities, SOCAR Green positions itself as a leader in
bridging traditional energy practices with sustainable innovation.

In the oil and gas sector, adopting advanced technologies to reduce emissions and
improve operational efficiency can position companies as leaders in sustainable
resource extraction. By integrating best practices, such as real-time monitoring of
methane emissions and implementing carbon capture and storage systems, Azerbaijani
oil and gas firms can enhance their environmental performance and align with
international sustainability standards.

The government’s focus on green energy transition provides a supportive framework for
companies to align with national priorities. Renewable energy projects, such as the
development of offshore wind farms or solar power plants, not only attract global
investors but also contribute to Azerbaijan’s long-term energy security and economic
diversification goals.

Incorporating ESG principles into energy operations significantly enhances corporate
reputation. Companies demonstrating leadership in environmental stewardship, social
responsibility, and governance transparency are more likely to attract international
partners, investors, and talent. Moreover, aligning with ESG principles often fosters
innovation, such as the development of hybrid energy systems or advancements in
energy storage technologies, which can provide Azerbaijani firms with a competitive
edge in the global market.

Azerbaijan’s strategic location as a bridge between Europe and Asia also positions the
country to lead in regional ESG practices. By setting high standards in both renewable
energy and oil and gas operations, the energy sector can inspire neighboring countries
to adopt similar practices, creating a broader impact across the region. SOCAR Green'’s
renewable energy projects exemplify Clause 5.1 of AZS 962:2024, which promotes
strategies for long-term environmental protection and energy efficiency.

International Reporting Standards

Adopting international reporting standards like the Global Reporting Initiative (GRI),
Sustainability Accounting Standards Board (SASB), and Task Force on
Climate-related Financial Disclosures (TCFD) can help energy companies enhance
transparency, improve stakeholder trust, and align with global sustainability
benchmarks. Here’s how these standards apply to the energy sector:

Global Reporting Initiative (GRI)



e Purpose: Provides a comprehensive framework for reporting on economic,
environmental, and social impacts.

e Focus Areas for Energy:
o Emissions management (GRI 305: Emissions)
o Energy consumption and efficiency (GRI 302: Energy)
o Biodiversity and land use impacts (GRI 304: Biodiversity)
o Social and community impacts (GRI 413: Local Communities)
Sustainability Accounting Standards Board (SASB)
e Purpose: Focuses on industry-specific material ESG issues for investors.
e Energy-Specific Standards:
o Greenhouse gas emissions and air quality
o Water management in energy production
o Workforce health and safety in hazardous environments
o Renewable energy adoption and integration
Task Force on Climate-related Financial Disclosures (TCFD)
e Purpose: Provides guidance on climate-related risks and opportunities.
e Focus Areas:
o Governance of climate risks in energy operations
o Assessment of climate impacts on energy revenue
o Scenario analysis for energy resilience under climate change

o Strategies for reducing carbon footprints and transitioning to renewables

Certifications and Other Standards

The energy sector, encompassing both renewable energy and oil & gas, has access to
a wide range of ESG certifications and standards designed to address environmental
impacts, promote sustainability, and ensure social responsibility. These frameworks are
essential for helping companies in the sector align with global sustainability goals,
regulatory requirements, and stakeholder expectations.

Environmental certifications play a significant role in the energy sector. ISO 14001 is a
globally recognized standard for environmental management systems, helping energy
companies reduce their ecological footprint, optimize resource use, and improve



environmental performance. For oil and gas companies, the ISO 50001 Energy
Management System standard is particularly relevant, as it focuses on energy efficiency
and the reduction of greenhouse gas (GHG) emissions across operations. The Carbon
Trust Standard is another certification that supports energy companies in measuring
and reducing their carbon footprint, encouraging renewable energy adoption and
efficient energy use.

Renewable energy certifications include the Renewable Energy Certificate (REC)
framework, which verifies the generation and use of renewable energy, allowing
companies to demonstrate their commitment to sustainability. The Green-e Energy
Certification is also widely used to validate renewable energy generation and
procurement, promoting transparency and environmental responsibility. LEED
Certification (Leadership in Energy and Environmental Design) applies to renewable
energy projects, ensuring that energy facilities are designed and constructed to
maximize efficiency and minimize environmental impact.

Social responsibility certifications in the energy sector include SA8000, which ensures
ethical labor practices, safe working conditions, and respect for workers' rights in energy
operations. Fair Trade Certification is relevant to bioenergy projects, ensuring that
feedstocks are sourced ethically and that local communities benefit from these projects.
B Corp Certification is another option for energy companies, as it assesses a company’s
social and environmental performance, emphasizing responsible governance and
community engagement.

Certifications focused on carbon and emissions management are particularly important
in this sector. The ISO 14064 standard provides a framework for measuring and
reporting GHG emissions, ensuring accuracy and transparency in carbon accounting.
The Verified Carbon Standard (VCS) enables companies to validate and trade carbon
credits from emissions reduction projects. CORSIA (Carbon Offsetting and Reduction
Scheme for International Aviation), though aviation-focused, also influences the energy
sector by creating demand for low-carbon fuels and renewable energy.

Renewable energy-specific certifications like the International Renewable Energy
Certificate (I-REC) standardize and verify renewable energy claims, ensuring
accountability in energy sourcing. The WindMade and Solar Certification programs
validate the use of wind and solar energy in corporate operations, demonstrating
leadership in renewable energy adoption.

For the oil and gas industry, industry-specific frameworks include the American
Petroleum Institute’s (API) Environmental and Sustainability Standards, which guide
companies on managing environmental and safety risks. The Oil and Gas Methane



Partnership (OGMP) offers a platform for companies to reduce methane emissions and
improve transparency in reporting.

Community and social impact certifications, such as the Equator Principles, apply to
energy projects with significant environmental and social impacts. These principles
ensure that projects financed by member institutions are aligned with sustainability and
human rights criteria. For bioenergy projects, the Roundtable on Sustainable
Biomaterials (RSB) certification ensures sustainable and ethical feedstock sourcing
while minimizing environmental impact.

Specialized tools and platforms include the CDP (formerly Carbon Disclosure Project),
which allows energy companies to disclose their climate impacts and strategies, and the
RE100 initiative, which encourages companies to transition to 100% renewable energy.
The Science-Based Targets initiative (SBTi) is another critical platform that helps energy
companies set and achieve GHG emissions reduction targets aligned with the Paris
Agreement.

These certifications and standards provide a roadmap for the energy sector to enhance
environmental performance, improve social equity, and align with global ESG
objectives. By adopting these frameworks, energy companies can address climate
change challenges, meet regulatory expectations, and demonstrate leadership in
sustainability.



Industry: Transportation
Key Challenges

Azerbaijan’s transportation sector, which includes road, rail, air, and maritime systems,
faces several challenges in integrating ESG principles. These include outdated
infrastructure, high costs of adopting sustainable technologies, and insufficient policy
alignment to encourage green initiatives.

One of the primary challenges is the aging infrastructure in key transportation systems.
Many roads, railways, and ports were built decades ago and lack the modern,
energy-efficient design standards required to minimize environmental impact.
Retrofitting these systems to meet sustainability goals is costly and requires significant
time and resources.

The adoption of green technologies, such as electric vehicles (EVs), renewable
energy-powered public transport, and low-emission fuels, also presents a challenge due
to high upfront costs. For smaller transport operators, these investments can be
particularly prohibitive without targeted subsidies, grants, or low-interest loans.
Additionally, limited charging infrastructure for EVs and a lack of alternative fuel stations
hinder the widespread adoption of cleaner transport technologies.

Policy alignment is another barrier. While Azerbaijan has developed national strategies
to promote sustainability, including its "Azerbaijan 2030" goals, the lack of specific
incentives for green transportation, such as tax breaks for EVs or grants for sustainable
logistics, slows progress. Furthermore, inconsistencies in regulatory enforcement create
uncertainty for transport operators looking to invest in ESG-compliant practices.

Potential Opportunities for ESG Leadership

Despite these challenges, the transportation sector in Azerbaijan has significant
opportunities to leverage ESG principles to drive innovation and improve sustainability.
Modernizing transportation systems can align the sector with global trends while
contributing to Azerbaijan’s broader economic and environmental goals.

The adoption of electric and hybrid vehicles, both for public transport and logistics, can
significantly reduce greenhouse gas emissions. By investing in EV infrastructure, such
as charging stations along key transit routes and in urban centers, Azerbaijan can
accelerate the transition to cleaner transportation. Public-private partnerships can play a
pivotal role in funding these projects, while aligning with global sustainability standards
can attract international green financing.



Rail and maritime transport also hold substantial potential for ESG-driven growth.
Expanding Azerbaijan’s electrified railway network and modernizing its ports with
energy-efficient technologies can enhance the sustainability of cargo and passenger
transportation. For example, the Baku International Sea Trade Port could integrate
renewable energy solutions and green logistics practices to become a leading regional
hub for sustainable transport.

Incorporating ESG principles into aviation is another opportunity. By adopting more
fuel-efficient aircraft, optimizing flight routes, and implementing offset programs,
Azerbaijan’s aviation sector can align with international emissions reduction targets.
These efforts can enhance the global competitiveness of airlines like AZAL (Azerbaijan
Airlines) while improving the country’s sustainability profile.

Incorporating ESG principles into the sector will also enhance Azerbaijan’s reputation as
a sustainable logistics and transit hub, particularly given its strategic position along the
Middle Corridor connecting Europe and Asia. Companies and projects that demonstrate
leadership in environmental stewardship, social responsibilityy, and governance
transparency are likely to attract customers, investors, and partners who prioritize
sustainability.

SOCAR and Green Fuel Development

The integration of green fuels into Azerbaijan’s transportation system represents a
critical component of the ESG agenda. SOCAR Green, an initiative of the State Oil
Company of Azerbaijan Republic (SOCAR), is actively exploring the development of
biofuels and hydrogen as alternatives to conventional fuels. By collaborating with
transportation companies, SOCAR Green can help introduce cleaner fuel options to
public and freight transportation systems, reducing emissions and advancing
sustainability goals.

SOCAR Green’s initiatives include:

e Biofuel Development: Researching and piloting biofuels derived from
sustainable sources to power vehicles and transport fleets.

e Hydrogen Fuel Projects: Partnering with international energy companies to
develop hydrogen infrastructure for long-term clean energy solutions.

These innovations provide an opportunity for Azerbaijan to become a regional leader in
green transportation fuels.

International Reporting Standards

Adopting international reporting standards like the Global Reporting Initiative (GRI),
Sustainability Accounting Standards Board (SASB), and Task Force on



Climate-related Financial Disclosures (TCFD) can help Azerbaijan’s transportation
companies enhance transparency, improve stakeholder trust, and align with global
sustainability benchmarks.

Global Reporting Initiative (GRI)

e Purpose: Provides a comprehensive framework for reporting on economic,
environmental, and social impacts.

e Focus Areas for Transportation:
o Emissions management and reduction (GRI 305: Emissions)
o Energy consumption efficiency in transport (GRI 302: Energy)
o Waste management in logistics and aviation (GRI 306: Waste)
o Social impact on local communities (GRI 413: Local Communities)
Sustainability Accounting Standards Board (SASB)
e Purpose: Focuses on industry-specific material ESG issues for investors.
e Transportation-Specific Standards:
o Greenhouse gas emissions and air quality in transport operations
o Efficiency of fuel use and logistics optimization
o Safety and security of transport systems
o Environmental impact of infrastructure projects
Task Force on Climate-related Financial Disclosures (TCFD)
e Purpose: Provides guidance on climate-related risks and opportunities.
e Focus Areas:
o Governance of climate risks in transport operations

o Assessment of climate impacts on revenue from logistics and public
transport

o Scenario analysis for the resilience of transport infrastructure

o Strategies for reducing carbon footprints in multimodal transport systems

Certifications and Other Standards

The transportation industry has a range of specialized ESG certifications and standards
designed to promote sustainability, reduce environmental impact, and ensure social
responsibility. These frameworks address challenges such as carbon emissions, energy



efficiency, and equitable access, helping transportation companies align their operations
with global sustainability goals and stakeholder expectations.

Environmental certifications for the transportation industry include 1SO 14001, which
supports organizations in implementing environmental management systems to reduce
emissions, optimize resource use, and improve overall sustainability. The Energy Star
Certification is also relevant for transportation infrastructure, such as warehouses and
terminals, promoting energy-efficient operations. Green Marine Certification is a
voluntary environmental program tailored for the maritime sector, addressing issues
such as greenhouse gas emissions, water quality, and biodiversity protection.

The Clean Cargo Working Group (CCWG) provides a platform for the shipping industry
to measure and manage its environmental performance, focusing on emissions
reductions and sustainable logistics practices. For aviation, the |IATA Environmental
Assessment (IEnvA) is a globally recognized certification program that helps airlines
improve environmental performance through resource efficiency and emissions
management. In the automotive sector, the Electric Vehicle (EV) Infrastructure
Certification ensures the sustainability of EV charging networks, promoting renewable
energy integration and energy-efficient designs.

Social responsibility certifications include the SA8000 Standard, which ensures fair
labor practices, safe working conditions, and respect for workers' rights in transportation
operations. The Ethical Trading Initiative (ETI) supports equitable treatment of supply
chain workers, particularly in logistics and shipping. B Corp Certification is applicable to
transportation companies that prioritize social and environmental performance,
encouraging responsible governance and community engagement.

Carbon and energy-specific certifications play a vital role in transportation. The Carbon
Trust Standard verifies emissions reductions and promotes renewable energy adoption,
particularly in logistics and fleet management. The LEED Certification (Leadership in
Energy and Environmental Design) applies to transportation infrastructure such as
airports, stations, and terminals, focusing on energy efficiency, sustainable design, and
resource conservation.

Sustainable supply chain certifications, such as the ISO 39001 Road Traffic Safety
Management System, address safety and efficiency in road transport while promoting
sustainable logistics practices. The SmartWay Transport Partnership, initiated by the
U.S. Environmental Protection Agency (EPA), is a voluntary program that helps freight
companies improve fuel efficiency and reduce emissions.

Specialized certifications for the aviation sector include the Airport Carbon Accreditation
(ACA), which recognizes airports for their efforts to measure, manage, and reduce
carbon emissions. The CORSIA (Carbon Offsetting and Reduction Scheme for



International Aviation) framework, led by ICAQO, is specifically designed to reduce
emissions from international aviation through offsetting mechanisms.

For maritime transport, the Environmental Ship Index (ESI) measures the environmental
performance of ships, focusing on emissions of nitrogen oxides (NOx), sulfur oxides
(SOx), and greenhouse gases. The IMO 2020 Sulphur Cap is another critical regulatory
framework aimed at reducing sulfur emissions from ships globally.

In rail transportation, the Rail Safety and Standards Board (RSSB) promotes safety and
sustainability in rail operations, emphasizing energy efficiency and emissions
reductions. Green certification programs for public transit systems, such as BREEAM
Infrastructure and Envision Certification, encourage the integration of sustainable
practices in transportation infrastructure projects.

These certifications and standards enable transportation companies to enhance
environmental performance, improve social equity, and align with global ESG goals. By
adopting these frameworks, the transportation industry can address climate change
challenges, meet regulatory requirements, and contribute to a more sustainable future.



Industry: Agriculture
Key Challenges

Azerbaijan’s agriculture sector faces several challenges in adopting ESG principles,
including water scarcity, limited access to sustainable farming technologies, and the
environmental impact of traditional farming practices.

Water scarcity is a critical issue for agriculture in Azerbaijan, particularly in arid and
semi-arid regions. The inefficient use of water resources, outdated irrigation systems,
and the impacts of climate change exacerbate this problem, threatening the long-term
sustainability of agricultural production. Addressing this requires significant investment
in modern irrigation techniques such as drip and sprinkler systems, as well as policies
that promote water conservation.

The adoption of sustainable farming technologies, such as precision agriculture,
renewable energy for farm operations, and eco-friendly fertilizers, is hindered by high
upfront costs and a lack of access for smallholder farmers. Many farmers in Azerbaijan
rely on traditional methods that, while cost-effective in the short term, often lead to soil
degradation, loss of biodiversity, and inefficient resource use.

Additionally, the environmental impact of conventional farming practices poses a
challenge. Over-reliance on chemical pesticides and fertilizers contributes to soil and
water contamination, while inadequate crop rotation and monoculture farming reduce
soil fertility. Transitioning to sustainable agricultural practices requires not only financial
support but also education and training for farmers to adopt these methods effectively.
Furthermore, addressing water scarcity is critical to complying with AZS 962:2024
Clause 7.2, which highlights sustainable water management practices.

Potential Opportunities for ESG Leadership

Despite these challenges, Azerbaijan’s agriculture sector has significant opportunities to
leverage ESG principles to drive sustainability and growth. Embracing modern farming
technologies and practices can enhance productivity while minimizing environmental
impact, aligning with global sustainability trends.

Investing in water-efficient irrigation systems and technologies presents a major
opportunity for addressing water scarcity. Public-private partnerships could fund the
modernization of irrigation infrastructure, while government subsidies or grants could
incentivize smallholder farmers to adopt these systems. Additionally, renewable energy
solutions, such as solar-powered water pumps and wind turbines for farm operations,
can reduce reliance on fossil fuels and lower carbon emissions.



Sustainable farming practices, such as organic farming, agroforestry, and crop
diversification, offer opportunities to improve soil health, enhance biodiversity, and
reduce environmental impacts. Farmers who adopt these practices can achieve
certifications such as organic or Fair Trade, which appeal to environmentally conscious
consumers and open doors to premium markets domestically and internationally.

The government’s focus on sustainability, as reflected in the "Azerbaijan 2030" strategy,
provides a supportive framework for ESG adoption in agriculture. Programs that
promote sustainable rural development, such as initiatives to empower smallholder
farmers and invest in agricultural cooperatives, can align with ESG goals and improve
social equity in the sector.

Incorporating ESG principles into agriculture not only enhances the sector’s
environmental performance but also improves its reputation. Companies and
cooperatives that demonstrate leadership in sustainable farming, community
engagement, and transparent governance are likely to attract international investors,
development funds, and partnerships. Azerbaijan’s strategic location as a trade hub
between Europe and Asia further amplifies the potential for ESG-driven growth in
agriculture, particularly in exporting sustainably produced goods to global markets.
Lastly, promoting sustainable farming aligns with Clause 6.5, which emphasizes the
importance of green practices in operations and maintenance.

International Reporting Standards

Adopting international reporting standards like the Global Reporting Initiative (GRI),
Sustainability Accounting Standards Board (SASB), and Task Force on
Climate-related Financial Disclosures (TCFD) can help Azerbaijan’s agricultural
sector enhance transparency, improve stakeholder trust, and align with global
sustainability benchmarks.

Global Reporting Initiative (GRI)

e Purpose: Provides a comprehensive framework for reporting on economic,
environmental, and social impacts.

e Focus Areas for Agriculture:
Water management and conservation (GRI 303: Water)
Soil health and biodiversity preservation (GRI 304: Biodiversity)
Waste management and recycling (GRI 306: Waste)
Social impact on rural communities (GRI 413: Local Communities)

Sustainability Accounting Standards Board (SASB)



e Purpose: Focuses on industry-specific material ESG issues for investors.
e Agriculture-Specific Standards:
Water use efficiency and impact
Pesticide and fertilizer management
Greenhouse gas emissions from agricultural operations
Workforce health and safety in farming
Task Force on Climate-related Financial Disclosures (TCFD)
Purpose: Provides guidance on climate-related risks and opportunities.
Focus Areas:
Governance of climate risks in agricultural operations
Assessment of climate impacts on crop yields and revenue
Scenario analysis for resilience to extreme weather events

Strategies for reducing carbon footprints and adopting sustainable practices

Certifications and Other Standards

The agricultural industry has a variety of specialized ESG certifications and standards
designed to promote sustainable practices, improve environmental stewardship, and
ensure social and economic responsibility. These certifications aim to address issues
such as resource efficiency, biodiversity conservation, labor rights, and food security
while aligning agricultural operations with global sustainability goals.

Environmental certifications such as the Rainforest Alliance Certification encourage
sustainable farming practices by focusing on biodiversity conservation, responsible land
use, and minimizing environmental impacts. This certification promotes environmentally
friendly agricultural techniques and emphasizes the preservation of natural ecosystems.
Similarly, the USDA Organic Certification ensures that agricultural products are grown
without synthetic pesticides, fertilizers, or genetically modified organisms, promoting soil
health and ecological balance. Another widely recognized standard, the Global GAP
Certification, provides a framework for Good Agricultural Practices, emphasizing food
safety, environmental sustainability, and worker welfare.

Social responsibility certifications include Fair Trade Certification, which ensures fair
wages, safe working conditions, and equitable pricing for farmers and workers in
agricultural supply chains. This certification also emphasizes community development
and ethical business practices. The Ethical Trading Initiative (ETI) focuses on improving
labor standards and protecting the rights of agricultural workers, ensuring fair treatment,



decent wages, and a safe working environment. B Corp Certification, while broader in
scope, is also relevant to agricultural businesses, as it assesses a company’s social and
environmental performance, promoting responsible and inclusive business practices.

Energy and resource efficiency certifications like ISO 14001 help agricultural operations
implement environmental management systems to reduce resource consumption,
minimize waste, and improve overall sustainability. The Carbon Trust Standard focuses
on verifying reductions in carbon emissions, promoting renewable energy adoption, and
improving energy efficiency in agricultural activities. Certifications like LEAF (Linking
Environment and Farming) emphasize sustainable farming practices that protect soil
health, enhance biodiversity, and reduce environmental impacts.

Food security and supply chain-specific standards include the GLOBALG.A.P. Chain of
Custody Certification, which ensures traceability and transparency in agricultural supply
chains. This certification aligns with sustainable sourcing and addresses consumer
concerns about food safety and ethical production. The Roundtable on Sustainable
Biomaterials (RSB) offers certification for agricultural feedstocks used in bioenergy
production, ensuring sustainability, environmental protection, and social responsibility.

Local and regional certifications further complement these efforts. For example, the EU
Organic Certification sets stringent guidelines for organic farming in Europe, focusing on
ecological sustainability and animal welfare. Regional initiatives often emphasize
practices tailored to specific environmental and cultural contexts, enhancing the
relevance and effectiveness of sustainability measures.

Specialized tools and platforms for the agricultural industry include the Cool Farm Tool,
which helps farmers calculate and manage greenhouse gas emissions, and the
Sustainable Agriculture Initiative (SAIl) Platform, which provides resources and
benchmarks for implementing sustainable agricultural practices. These tools enable
farmers and businesses to quantify their ESG impacts and identify opportunities for
improvement.

These certifications and standards provide agricultural businesses with frameworks to
enhance environmental stewardship, improve labor practices, and align with global
sustainability objectives. By adopting these standards, the agricultural sector can
increase resilience to climate change, meet evolving market demands, and contribute to
sustainable development.



Industry: Digital and  Technology  Sector
(Telecommunications, IT, Cybersecurity, and
Digitalization)
Key Challenges

The digital and technology sector in Azerbaijan, encompassing telecommunications,
information technology (IT), cybersecurity, and digitalization, faces several ESG-related
challenges. These include high energy consumption, electronic waste management,
and a lack of skilled workforce to implement sustainable and secure digital solutions.

One major challenge is the high energy consumption associated with data centers,
telecommunications infrastructure, and digital services. As the demand for connectivity
and cloud computing grows, so does the sector's environmental impact, primarily
through increased carbon emissions from energy-intensive operations. Transitioning to
renewable energy sources and improving energy efficiency is essential but requires
significant investment.

The management of electronic waste (e-waste) is another pressing issue. With the rapid
pace of technological advancement, the lifecycle of devices shortens, resulting in large
volumes of discarded electronics. The absence of robust e-waste recycling and
management systems in Azerbaijan contributes to environmental degradation and
resource inefficiency.

Additionally, the sector faces a shortage of skilled professionals in areas such as
cybersecurity, Al development, and sustainable IT solutions. This skills gap limits the
ability of companies to implement advanced ESG-compliant practices, leaving systems
vulnerable to cyber threats and reducing the overall efficiency of digitalization efforts.

Potential Opportunities for ESG Leadership

Despite these challenges, Azerbaijan's digital and technology sector is uniquely
positioned to lead ESG-driven transformation by adopting innovative solutions and
aligning with global sustainability goals.

Telecommunications companies can invest in energy-efficient infrastructure, such as 5G
networks and solar-powered base stations, to reduce carbon emissions while enhancing
connectivity. These efforts can be complemented by partnerships with renewable
energy providers to power data centers and other facilities with green energy. By doing
so, telecom companies can achieve cost savings and demonstrate environmental
responsibility.



In IT and digitalization, integrating cloud computing and artificial intelligence (Al) into
business operations can enhance efficiency and reduce waste. Digitalization also
provides opportunities to improve ESG compliance in other industries by enabling smart
systems for energy management, logistics optimization, and resource tracking.

Cybersecurity offers significant ESG opportunities by ensuring that digital systems are
resilient against attacks and breaches, thereby protecting critical infrastructure, sensitive
data, and community trust. By developing robust cybersecurity frameworks and
adopting international standards, Azerbaijan can position itself as a safe and reliable
digital hub.

Furthermore, addressing e-waste through circular economy principles can create
economic opportunities while mitigating environmental impact. Companies can partner
with local and international stakeholders to establish e-waste recycling facilities,
encouraging the reuse of materials and reducing landfill contributions. Public awareness
campaigns about responsible disposal and recycling of electronics can complement
these efforts.

Digital inclusion and upskilling are also critical opportunities for ESG leadership. By
investing in education and training programs, companies can address the skills gap
while promoting equitable access to digital resources. This aligns with Azerbaijan’s
digitalization agenda and contributes to broader social equity goals.

International Reporting Standards

Adopting international reporting standards such as the Global Reporting Initiative
(GRI), Sustainability Accounting Standards Board (SASB), and Task Force on
Climate-related Financial Disclosures (TCFD) can help the digital and technology
sector in Azerbaijan enhance transparency, improve stakeholder trust, and align with
global sustainability benchmarks.

Global Reporting Initiative (GRI)

e Purpose: Provides a comprehensive framework for reporting on economic,
environmental, and social impacts.

e Focus Areas for Digital and Technology:
Energy consumption and efficiency in IT infrastructure (GRI 302: Energy)
E-waste management and recycling (GRI 306: Waste)
Data privacy and cybersecurity (GRI 418: Customer Privacy)
Social impacts of digital inclusion (GRI 413: Local Communities)

Sustainability Accounting Standards Board (SASB)



e Purpose: Focuses on industry-specific material ESG issues for investors.
o Digital-Specific Standards:
Energy use and efficiency in data centers and networks
Lifecycle management of electronic products
Data security and privacy measures
Workforce diversity and training in IT and telecom sectors
Task Force on Climate-related Financial Disclosures (TCFD)
e Purpose: Provides guidance on climate-related risks and opportunities.
Focus Areas:
Governance of climate risks in digital operations
Scenario analysis for energy resilience in telecommunications
Climate impact on the supply chain for IT hardware

Strategies for reducing carbon footprints in digital infrastructure

Certifications and Other Standards

The digital and technology sector, encompassing telecommunications, IT, cybersecurity,
and digitalization, has access to a range of ESG certifications and standards that
promote sustainability, enhance social responsibility, and ensure strong governance.
These frameworks help businesses align with global sustainability goals, regulatory
requirements, and stakeholder expectations, addressing challenges like energy
consumption, data privacy, and equitable access.

Environmental certifications are central to the sector, where energy use and e-waste are
critical concerns. ISO 14001 supports companies in implementing environmental
management systems to reduce their environmental impact, optimize resource use, and
enhance operational efficiency. The Energy Star Certification is widely recognized for
energy-efficient IT infrastructure, such as data centers and telecommunications
facilities. For organizations focused on sustainable buildings, LEED (Leadership in
Energy and Environmental Design) certification ensures the integration of
energy-efficient designs and eco-friendly construction practices into office spaces and
infrastructure.

For IT hardware and e-waste, certifications like the EPEAT (Electronic Product
Environmental Assessment Tool) ensure that devices meet strict environmental criteria,
such as energy efficiency, material recyclability, and minimal hazardous content. The
Responsible Recycling (R2) certification promotes sustainable e-waste management,



ensuring safe and environmentally sound disposal and recycling practices. The TCO
Certified program is a global sustainability certification for IT products, covering both
environmental and social responsibility in product design, manufacturing, and end-of-life
management.

Social responsibility certifications are crucial in the digital and technology sector, where
workforce diversity, equitable access, and ethical labor practices are priorities. SA8000
guarantees ethical working conditions, fair wages, and safe environments across supply
chains. The Ethical Trading Initiative (ETI) focuses on improving labor practices and
protecting workers’ rights in IT and telecommunications supply chains. B Corp
Certification assesses social and environmental performance, emphasizing responsible
governance and community impact for technology companies. The AA1000 Stakeholder
Engagement Standard helps organizations ensure meaningful stakeholder engagement,
fostering transparency and accountability.

For cybersecurity and data privacy, certifications like 1ISO 27001 are essential. This
standard establishes best practices for information security management systems,
ensuring robust data protection. The EU’s General Data Protection Regulation (GDPR)
sets stringent guidelines for data privacy and governance, influencing global practices.
The SOC 2 certification (Service Organization Control 2) ensures that companies
manage data securely to protect the privacy and interests of their clients.

Energy and carbon-specific certifications play a vital role in the sector, given the high
energy consumption of data centers and digital infrastructure. The Carbon Trust
Standard verifies emissions reductions and promotes energy-efficient practices in IT
and telecommunications operations. The Renewable Energy Certificate (REC)
framework helps companies source renewable energy for their operations, aligning with
carbon neutrality goals.

Specialized certifications like the Science-Based Targets initiative (SBTi) support digital
and technology companies in setting emissions reduction targets aligned with the Paris
Agreement. The Green Electronics Council’s certifications guide sustainable product
design and production, minimizing environmental impacts across the lifecycle.

Digital inclusion and accessibility certifications, such as the GRI 413 (Local
Communities), promote equitable access to digital services and community
engagement. These frameworks encourage companies to bridge the digital divide and
provide access to underserved populations, ensuring their operations benefit broader
societal goals.

For sustainable infrastructure, the Infrastructure Sustainability Council’s IS Rating
Scheme encourages companies to adopt eco-friendly and socially responsible practices
in building telecommunications and IT facilities.



Adopting these certifications and standards allows digital and technology companies to
improve environmental performance, address data privacy concerns, and align with
global ESG objectives. By integrating these frameworks, the sector can demonstrate
leadership in sustainability, meet evolving regulatory requirements, and build trust with
stakeholders.



Industry: Financial Sector
Key Challenges

Azerbaijan’s financial sector, encompassing banking, capital markets, and insurance,
faces several challenges in integrating ESG principles. These include limited awareness
and expertise in sustainable finance, the lack of standardized ESG metrics, and
insufficient alignment with international sustainability frameworks.

One significant challenge is the limited awareness among financial institutions about the
benefits and implementation of sustainable finance. While global markets increasingly
prioritize ESG-compliant investments, many local financial institutions in Azerbaijan
have yet to fully grasp the long-term benefits of integrating ESG into their products and
operations.

The absence of standardized ESG metrics and reporting frameworks also poses a
barrier. Without clear guidelines, financial institutions struggle to assess ESG risks and
opportunities accurately, making it difficult to allocate capital effectively to sustainable
projects. This gap hinders the sector’s ability to attract international ESG-oriented
investments.

Another challenge lies in the underdevelopment of green financial instruments, such as
green bonds, sustainability-linked loans, and social impact funds. While there is growing
interest in these instruments, the financial ecosystem lacks the infrastructure and
expertise to design, issue, and manage such products effectively.

Potential Opportunities for ESG Leadership

Despite these challenges, Azerbaijan’s financial sector has substantial opportunities to
leverage ESG principles to drive growth, innovation, and alignment with global trends.

The Sustainable Finance Roadmap (Central Bank) launched by the Central Bank of
Azerbaijan is a critical step in this direction. This initiative aims to create a
comprehensive framework for integrating ESG principles into the financial sector,
focusing on green lending, sustainable investments, and the development of
ESG-compliant financial instruments. Financial institutions that align with this initiative
can position themselves as leaders in sustainable finance, attracting both domestic and
international investors.

Green financing offers significant growth opportunities for the sector. By developing and
promoting green bonds, banks and financial institutions can channel capital toward
renewable energy, sustainable agriculture, and eco-friendly infrastructure projects.
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These instruments not only contribute to Azerbaijan’s ESG goals but also enhance the
reputation of the financial institutions involved.

Furthermore, incorporating ESG principles into risk management frameworks can help
financial institutions identify and mitigate environmental and social risks in their
portfolios. For instance, banks can evaluate the carbon footprints of borrowers and
prioritize lending to projects that support emissions reduction and resource efficiency.

The digitalization of financial services also presents an opportunity to enhance ESG
compliance. By leveraging fintech solutions, such as blockchain for transparent ESG
reporting or Al for sustainable investment analysis, Azerbaijani financial institutions can
improve operational efficiency while aligning with global best practices.

Finally, engaging in capacity-building initiatives to educate stakeholders on ESG
principles can foster long-term growth. Training programs for bank staff, investors, and
policymakers can build the expertise needed to implement ESG strategies effectively,
contributing to the sector’s resilience and competitiveness.

International Reporting Standards

Adopting international reporting standards such as the Global Reporting Initiative
(GRI), Sustainability Accounting Standards Board (SASB), and Task Force on
Climate-related Financial Disclosures (TCFD) can help Azerbaijan’s financial sector
enhance transparency, improve stakeholder trust, and align with global sustainability
benchmarks.

Global Reporting Initiative (GRI)

Purpose: Provides a comprehensive framework for reporting on economic,
environmental, and social impacts.

Focus Areas for Finance:

ESG integration in lending and investment decisions (GRI 203: Indirect Economic
Impacts)

Governance of ESG-related risks (GRI 102: Governance)

Transparency in financial product development and impacts (GRI 417: Marketing
and Labeling)

Sustainability Accounting Standards Board (SASB)
Purpose: Focuses on industry-specific material ESG issues for investors.
Finance-Specific Standards:

Incorporating climate risks into investment strategies



Transparency in underwriting practices
Development and promotion of sustainable financial products
Workforce diversity and ethical practices in financial institutions
Task Force on Climate-related Financial Disclosures (TCFD)
Purpose: Provides guidance on climate-related risks and opportunities.
Focus Areas:
Governance of climate risks in banking and investments
Scenario analysis for portfolio resilience under climate change
Integration of climate-related risks into credit and investment assessments

Reporting on the alignment of financial flows with sustainability goals

Certifications and Other Standards

The financial sector has access to a variety of ESG certifications and standards
designed to promote transparency, enhance environmental responsibility, and ensure
ethical governance. These frameworks guide financial institutions in aligning their
operations with global sustainability goals, addressing challenges such as climate risk,
social equity, and stakeholder accountability.

Environmental certifications are critical for financial institutions aiming to manage
climate risks and support sustainable investments. The Carbon Trust Standard certifies
organizations for reducing their carbon footprint, encouraging financial institutions to
adopt energy-efficient practices in operations and invest in low-carbon projects. The
Green Bond Principles, developed by the International Capital Market Association
(ICMA), provide voluntary guidelines for issuing green bonds, ensuring transparency
and accountability in financing environmentally beneficial projects.

The Climate Bonds Standard, administered by the Climate Bonds Initiative, supports
financial institutions in verifying the environmental credentials of their green bond
issuances. This certification ensures that funds are allocated to projects aligned with the
Paris Agreement’s climate goals. Financial institutions can also align with the Principles
for Responsible Banking (PRB) by the United Nations Environment Programme Finance
Initiative (UNEP FI), which emphasize integrating sustainability into banking strategies
and aligning operations with the Sustainable Development Goals (SDGs).

Social responsibility certifications focus on equitable access, ethical labor practices,
and community impact. The Equator Principles provide a risk management framework
for financial institutions to assess and manage environmental and social risks in project



financing. These principles help ensure that large-scale projects adhere to human rights
standards and promote social equity.

The Fair Finance Guide encourages financial institutions to integrate social and
environmental criteria into lending and investment decisions, promoting ethical
practices. B Corp Certification is another option for financial organizations seeking to
demonstrate social and environmental responsibility, focusing on governance
transparency, community engagement, and equitable treatment of employees.

Governance and reporting standards help financial institutions enhance transparency
and build trust with stakeholders. The Global Reporting Initiative (GRI) provides a
framework for disclosing ESG performance, covering climate risks, community
engagement, and workforce diversity. The Sustainability Accounting Standards Board
(SASB) offers sector-specific standards for material ESG issues in finance, such as
climate risk management, data security, and employee well-being. The Task Force on
Climate-related Financial Disclosures (TCFD) supports financial institutions in assessing
and reporting on climate-related risks and opportunities, focusing on resilience to
climate change and emissions reductions.

The International Financial Reporting Standards (IFRS) Foundation’s International
Sustainability Standards Board (ISSB) is a recent development aimed at creating
globally consistent ESG reporting standards, providing clarity for investors and
stakeholders.

Certifications specific to sustainable finance include the Principles for Responsible
Investment (PRI), which guide asset managers and institutional investors in
incorporating ESG factors into their investment strategies. The Sustainable Finance
Disclosure Regulation (SFDR) in the EU requires financial institutions to disclose how
ESG risks are considered in investment processes, promoting transparency and
accountability.

Energy and carbon certifications like 1ISO 50001 support financial institutions in
optimizing energy use and improving operational sustainability, particularly for large
office buildings and data centers. The Science-Based Targets initiative (SBTi) helps
financial organizations set emissions reduction goals aligned with the Paris Agreement,
ensuring their climate strategies meet global benchmarks.

Social impact and inclusion standards include the Global Impact Investing Network’s
(GIIN) IRIS+ framework, which standardizes impact measurement and management for
financial institutions engaging in socially responsible investments. Certifications like the
Access to Banking Standard ensure equitable access to financial services, promoting
inclusion for underserved populations.



Sustainable investment certifications such as the ESG Investing Certification by the
CFA Institute provide training and verification for financial professionals integrating ESG
criteria into investment decision-making. The Green Loan Principles guide financial
institutions in structuring loans for projects with environmental benefits, ensuring
alignment with global sustainability goals.

Digital and data governance standards like ISO 27001 ensure secure management
of client data, addressing growing concerns around data privacy and cybersecurity in
the financial sector. This certification supports financial institutions in safeguarding
sensitive information while enhancing operational integrity.

By adopting these certifications and standards, financial institutions can improve
environmental and social performance, ensure robust governance, and build trust with
stakeholders. These frameworks position the financial sector as a driver of sustainable
development, aligning business objectives with global climate goals and societal needs.



Industry: Education
Key Challenges

The education sector in Azerbaijan faces several challenges in integrating ESG
principles, including infrastructure limitations, insufficient training in sustainability topics,
and unequal access to quality education.

One significant challenge is the outdated infrastructure of many educational institutions.
Schools and universities often lack energy-efficient buildings, adequate facilities for
digital learning, and sustainable resource management practices. Upgrading these
infrastructures to align with ESG standards requires substantial financial investment and
long-term planning.

Another issue is the limited integration of sustainability topics into curricula at all levels
of education. While global education systems increasingly prioritize environmental
science, social responsibility, and governance topics, Azerbaijan’s curricula have yet to
fully reflect these trends. The lack of qualified educators to teach these subjects further
hinders progress.

Unequal access to education is also a pressing concern, particularly in rural areas.
While urban centers often benefit from better facilities and resources, rural schools face
challenges such as limited funding, inadequate teacher training, and insufficient access
to technology. These disparities impede the sector’s ability to foster equitable and
inclusive education, a critical aspect of ESG principles.

Potential Opportunities for ESG Leadership

Despite these challenges, Azerbaijan’s education sector has substantial opportunities to
lead in ESG-driven transformation by aligning with global sustainability goals and
leveraging innovative practices.

Upgrading school and university infrastructure to incorporate energy-efficient designs,
renewable energy sources, and sustainable water management systems is a significant
opportunity. By adopting green certifications for educational buildings, such as LEED or
BREEAM, institutions can reduce their environmental impact while creating healthier
learning environments.

Integrating ESG topics into the curriculum at all educational levels is another key
opportunity. Teaching students about climate change, social equity, and governance not
only prepares them to address future challenges but also fosters a culture of
sustainability from an early age. Universities can develop specialized courses and



degree programs focused on ESG topics, such as sustainable development, renewable
energy management, and corporate social responsibility.

Digitalization presents a transformative opportunity for the education sector. By
implementing online learning platforms and digital resources, institutions can enhance
access to quality education, particularly for rural communities. This aligns with ESG
goals by promoting social equity and reducing the carbon footprint associated with
physical infrastructure.

Collaborating with businesses and international organizations to establish research
centers and programs focused on sustainability can further position Azerbaijan as a
leader in ESG education. These partnerships can facilitate knowledge sharing, attract
funding, and create opportunities for students to engage in real-world sustainability
projects.

Fostering inclusivity and diversity in education is another critical opportunity. Targeted
programs to improve access for underprivileged communities, as well as initiatives to
increase gender equality in STEM (science, technology, engineering, and mathematics)
fields, can align the sector with social ESG goals.

International Reporting Standards

Adopting international reporting standards such as the Global Reporting Initiative
(GRI), Sustainability Accounting Standards Board (SASB), and Task Force on
Climate-related Financial Disclosures (TCFD) can help the education sector enhance
transparency, improve stakeholder trust, and align with global sustainability
benchmarks.

Global Reporting Initiative (GRI)

Purpose: Provides a comprehensive framework for reporting on economic,
environmental, and social impacts.

Focus Areas for Education:

Energy efficiency and sustainability in educational infrastructure (GRI 302:
Energy)

Social equity and inclusivity in access to education (GRI 413: Local
Communities)

Resource management in educational institutions (GRI 306: Waste)

Integration of sustainability topics into curricula (GRI 203: Indirect Economic
Impacts)

Sustainability Accounting Standards Board (SASB)



Purpose: Focuses on industry-specific material ESG issues for investors.
Education-Specific Standards:
Energy consumption and carbon footprint of educational institutions
Workforce diversity and teacher training in ESG topics
Development of digital learning platforms and tools
Community impact of educational initiatives and programs
Task Force on Climate-related Financial Disclosures (TCFD)
Purpose: Provides guidance on climate-related risks and opportunities.
Focus Areas:
Governance of climate risks in educational infrastructure
Scenario analysis for climate resilience in schools and universities
Strategies for reducing carbon footprints in educational operations

Opportunities to educate students on climate change and sustainability

Certifications and Other Standards

The education sector can adopt a range of ESG certifications and standards designed
to promote sustainability, enhance social responsibility, and ensure strong governance.
These frameworks help educational institutions align with global sustainability goals,
address challenges such as resource efficiency, equitable access, and inclusivity, and
meet stakeholder expectations.

Environmental Certifications

Environmental certifications are essential for improving the sustainability of educational
infrastructure and operations. LEED (Leadership in Energy and Environmental
Design) certification encourages energy-efficient and eco-friendly building designs,
promoting sustainable practices in school and university facilities. Similarly, BREEAM
(Building Research Establishment Environmental Assessment Method) assesses
the environmental performance of educational buildings, focusing on energy use, water
conservation, and material sustainability.

ISO 14001, a standard for environmental management systems, helps institutions
reduce their environmental impact by optimizing resource use and improving waste
management practices. Schools and universities can also adopt the Green Seal
Certification, which focuses on environmentally responsible cleaning and maintenance
processes, ensuring healthier environments for students and staff.



Energy-specific certifications such as ISO 50001 guide educational institutions in
improving energy efficiency across campuses. Certifications like Energy Star for
Buildings assess and validate energy-efficient operations in educational facilities,
reducing emissions and operational costs.

Social Responsibility Certifications

Social responsibility certifications ensure that educational institutions foster inclusivity,
equitable access, and community engagement. The WELL Building Standard
emphasizes creating spaces that support physical and mental well-being for students
and educators, addressing air quality, lighting, and overall comfort in learning
environments.

The Global Schools Program, aligned with the UN Sustainable Development Goals
(SDGs), encourages schools to integrate sustainability into their curricula and
operations, fostering environmental and social awareness among students. SA8000
ensures ethical labor practices and safe working conditions for staff and contractors in
educational institutions.

For higher education, Fair Trade Certification encourages universities to source ethical
products for campus operations, supporting global social equity initiatives. The
University Social Responsibility (USR) Network provides a platform for higher
education institutions to align their activities with social and environmental goals,
emphasizing community engagement and social impact.

Carbon and Energy Certifications

Carbon certifications are critical for reducing the carbon footprint of educational
institutions. The Carbon Trust Standard supports schools and universities in
measuring and managing their emissions while adopting renewable energy solutions.
The Renewable Energy Certificates (REC) program enables institutions to validate
their renewable energy purchases and contributions to a sustainable energy grid.

Social Impact and Inclusivity Standards

Inclusivity-focused certifications such as the Access to Education Standard ensure
that institutions address barriers to learning for underserved populations, promoting
equity in education. The Inclusive Campus Design Standards focus on creating
accessible learning environments for students with disabilities, ensuring compliance
with social ESG principles.

The Global Impact Investing Network’s (GIIN) IRIS+ Framework can be adapted for
universities investing in social impact initiatives, ensuring measurable outcomes in
community projects and educational outreach programs.



Sustainability and Curriculum Integration Standards

The Eco-Schools Certification, part of the Foundation for Environmental Education
(FEE), helps schools integrate sustainability into curricula and operations. This program
emphasizes waste reduction, energy efficiency, and student-led environmental
initiatives. The Green School Alliance (GSA) provides resources and certifications to
promote environmental stewardship among students and educators.

Specialized Certifications for Higher Education

The Association for the Advancement of Sustainability in Higher Education
(AASHE) offers resources and recognition for sustainability initiatives in universities,
including sustainable procurement, waste management, and energy efficiency.
Certifications like ISO 26000 guide institutions in social responsibility practices,
including stakeholder engagement and ethical operations.

By adopting these certifications and standards, educational institutions can enhance
their environmental sustainability, improve social equity, and ensure robust governance
practices. These frameworks position the education sector as a leader in shaping future
generations' understanding of sustainability and their role in addressing global
challenges.



Industry: Manufacturing and Industrial Production
Key Challenges

The manufacturing and industrial production sector in Azerbaijan faces several ESG
challenges, including high energy consumption, waste generation, and outdated
production technologies.

Manufacturing processes often consume significant amounts of energy, much of which
comes from non-renewable sources, contributing to greenhouse gas emissions. The
reliance on older machinery and inefficient production techniques exacerbates this
issue, leading to higher operational costs and environmental impact.

Waste generation is another pressing concern. Many factories produce large quantities
of industrial waste, including hazardous materials, that are not properly managed or
recycled. The lack of a robust waste management infrastructure further complicates
efforts to reduce the sector's environmental footprint.

Additionally, the sector struggles with ensuring fair labor practices and workplace safety.
Inconsistent compliance with labor standards can result in poor working conditions and
risks to employee health and safety. Addressing these challenges requires significant
investment and a cultural shift toward prioritizing ESG goals.

Potential Opportunities for ESG Leadership

Despite these challenges, the manufacturing sector in Azerbaijan has substantial
opportunities to adopt ESG principles and align with global sustainability trends.

Modernizing production facilities with energy-efficient technologies and renewable
energy sources can significantly reduce operational costs and carbon emissions.
Investments in automation and advanced manufacturing systems can also improve
efficiency while reducing waste.

Establishing circular economy practices presents another major opportunity. By
adopting strategies such as recycling industrial waste, repurposing byproducts, and
designing products for reuse, manufacturers can minimize their environmental impact
and create new revenue streams.

Promoting fair labor practices and investing in workforce training programs can enhance
the sector’s social ESG profile. Ensuring safe working conditions and offering upskilling
opportunities not only improve employee satisfaction and retention but also attract
international partners and investors who prioritize ethical operations.

Developing partnerships with local and international stakeholders to implement
sustainable supply chain management practices is another avenue for ESG leadership.



Transparency and accountability in sourcing raw materials and managing logistics can
boost trust and align with consumer preferences for ethically produced goods.

International Reporting Standards

Adopting international reporting standards like the Global Reporting Initiative (GRI),
Sustainability Accounting Standards Board (SASB), and Task Force on
Climate-related Financial Disclosures (TCFD) can help Azerbaijan’s manufacturing
sector enhance transparency, improve stakeholder trust, and align with global
sustainability benchmarks.

Global Reporting Initiative (GRI)
Purpose: Comprehensive reporting on environmental and social impacts.
Focus Areas:
Energy use and efficiency in manufacturing (GRI 302: Energy)
Waste generation and management (GRI 306: Waste)
Workforce health and safety (GRI 403: Occupational Health and Safety)
Sustainability Accounting Standards Board (SASB)
Focus Areas:
Supply chain sustainability
Resource efficiency in production
Transparency in emissions reporting
Task Force on Climate-related Financial Disclosures (TCFD)
Focus Areas:
Governance of climate risks
Scenario analysis for energy resilience

Strategies for reducing carbon footprints

Certifications and Other Standards

The manufacturing and industrial production sector can benefit from a variety of ESG
certifications and standards designed to enhance sustainability, ensure responsible
production, and improve governance. These frameworks guide manufacturers in
aligning their operations with global sustainability goals, addressing challenges like
energy use, emissions, labor practices, and supply chain management.



Environmental Certifications

Environmental certifications are essential in manufacturing, where resource use and
emissions have significant impacts. ISO 14001, the standard for environmental
management systems, helps manufacturers identify and manage their environmental
impacts, improving resource efficiency and reducing waste. Similarly, the Energy Star
Certification for Industrial Plants supports facilities in optimizing energy use, lowering
costs, and reducing greenhouse gas emissions.

The Cradle to Cradle (C2C) Certification evaluates products across their lifecycle,
encouraging manufacturers to use safe materials, promote circular economy principles,
and minimize waste. The Environmental Product Declaration (EPD) certification
provides transparent information on the environmental impacts of manufactured
products, helping manufacturers demonstrate accountability and align with sustainability
goals.

Carbon certifications such as the Carbon Trust Standard guide manufacturers in
measuring and reducing their carbon footprints, encouraging energy-efficient production
processes. The Science-Based Targets initiative (SBTi) supports companies in
setting emissions reduction goals aligned with the Paris Agreement, ensuring long-term
sustainability.

Social Responsibility Certifications

Social responsibility certifications focus on ethical labor practices and community impact
in manufacturing. SA8000, a globally recognized standard, ensures fair wages, safe
working conditions, and ethical treatment of workers across manufacturing facilities and
supply chains. The Ethical Trading Initiative (ETI) provides guidelines for addressing
labor rights in supply chains, promoting social equity.

Fair Trade Certification can be applied to specific products, ensuring that raw
materials are ethically sourced and that workers in the supply chain receive fair
compensation. For factories and suppliers, Sedex Members Ethical Trade Audit
(SMETA) assesses working conditions, health and safety, and labor practices,
promoting responsible manufacturing.

Energy and Resource Efficiency Certifications

Energy and resource efficiency are critical in manufacturing. ISO 50001 guides
manufacturers in implementing energy management systems, improving energy
efficiency, and reducing costs. The Zero Waste Certification by TRUE (Total Resource
Use and Efficiency) helps manufacturers achieve zero-waste goals by optimizing
resource use and eliminating landfill contributions.



Sustainable Supply Chain Certifications

Sustainable supply chain certifications ensure that raw materials are sourced
responsibly and that suppliers adhere to ethical and environmental standards. The
Forest Stewardship Council (FSC) and Programme for the Endorsement of Forest
Certification (PEFC) ensure sustainable sourcing of wood-based materials. The
Responsible Business Alliance (RBA) Code of Conduct promotes ethical and
sustainable practices in electronics and technology supply chains.

Circular Economy and Recycling Standards

Certifications like the Cradle to Cradle (C2C) encourage manufacturers to adopt
circular economy principles, designing products for reuse and recyclability. The Global
Organic Textile Standard (GOTS) supports sustainable practices in textile
manufacturing, focusing on organic materials and responsible production processes.

The Recycled Content Certification by SCS Global Services verifies the use of
recycled materials in manufacturing, promoting resource efficiency and reducing
environmental impact.

Specialized Certifications for Green Manufacturing

Certifications like the Green Seal promote environmentally responsible manufacturing
practices, including waste reduction, energy efficiency, and sustainable material use.
The Living Product Challenge by the International Living Future Institute encourages
manufacturers to create products that have a net positive impact on the environment
and society.

Occupational Health and Safety Standards

The ISO 45001 standard ensures that manufacturers prioritize worker safety, reduce
workplace risks, and maintain compliance with occupational health regulations. The
OHSAS 18001 standard, though now largely replaced by ISO 45001, also focused on
health and safety management systems.

By adopting these certifications and standards, manufacturers can enhance their
environmental performance, ensure ethical labor practices, and demonstrate robust
governance. These frameworks position the manufacturing sector to address
sustainability challenges, meet evolving regulatory requirements, and build trust with
consumers and stakeholders.



Industry: Retail and Consumer Goods

Key Challenges

The retail and consumer goods industry in Azerbaijan faces ESG challenges such as
waste management, carbon emissions from logistics, and ensuring ethical sourcing in
supply chains.

One major issue is the excessive use of single-use plastics and packaging materials.
These contribute to environmental pollution and present a significant challenge in waste
management. The absence of widespread recycling infrastructure exacerbates the
problem.

Logistics and supply chain operations are another area of concern. The transportation
of goods generates substantial carbon emissions, and inefficient logistics systems add
to operational costs and environmental impacts.

Ethical sourcing is also a critical challenge. Ensuring that products are sourced from
suppliers who adhere to fair labor practices and environmental standards can be
difficult, especially for smaller retailers with limited resources.

Potential Opportunities for ESG Leadership

The retail and consumer goods sector has significant opportunities to align with ESG
principles and respond to growing consumer demand for sustainable products.

Adopting sustainable packaging solutions, such as biodegradable materials and
reusable packaging, can reduce the industry’s environmental footprint. Retailers can
also implement waste reduction initiatives, such as take-back programs for recycling
used products or packaging.

Improving logistics efficiency is another major opportunity. By optimizing transportation
routes, using fuel-efficient vehicles, or transitioning to electric delivery fleets, companies
can reduce emissions and enhance operational sustainability.

Promoting ethical sourcing practices can enhance the sector’s social ESG impact.
Collaborating with suppliers who prioritize fair labor practices, resource conservation,
and community engagement aligns with global trends and builds consumer trust.

Digital transformation offers further opportunities for ESG leadership. E-commerce
platforms and digital inventory management systems can reduce waste by improving
stock accuracy and minimizing overproduction. These systems can also make the
supply chain more transparent, allowing consumers to make informed purchasing
decisions.



International Reporting Standards

Adopting international reporting standards like the Global Reporting Initiative (GRI),
Sustainability Accounting Standards Board (SASB), and Task Force on
Climate-related Financial Disclosures (TCFD) can help Azerbaijan’s retail and
consumer goods sector enhance transparency, improve stakeholder trust, and align with
global sustainability benchmarks.

Global Reporting Initiative (GRI)
Purpose: Comprehensive reporting on environmental and social impacts.
Focus Areas:
Waste management and recycling (GRI 306: Waste)
Emissions from logistics operations (GRI 305: Emissions)
Transparency in supply chain practices (GRI 414: Supplier Social Assessment)
Sustainability Accounting Standards Board (SASB)
Focus Areas:
Resource efficiency in packaging
Ethical sourcing and supply chain transparency
Emissions from transportation and logistics
Task Force on Climate-related Financial Disclosures (TCFD)
Focus Areas:
Governance of climate risks in retail operations
Scenario analysis for supply chain resilience

Strategies for reducing carbon footprints in distribution networks

Certifications and Other Standards

The retail and consumer goods sector has access to numerous ESG certifications and
standards designed to promote sustainable practices, enhance social responsibility, and
improve governance. These frameworks enable retailers and manufacturers to align
operations with global sustainability goals, address supply chain challenges, and meet
evolving stakeholder expectations.

Environmental Certifications

Environmental certifications focus on reducing the environmental footprint of retail
operations and consumer goods production. ISO 14001 supports companies in



implementing environmental management systems, optimizing resource use, and
reducing waste. The Energy Star Certification ensures energy-efficient retail buildings
and operations, helping businesses lower emissions and operating costs.

For sustainable packaging, certifications like the Forest Stewardship Council (FSC)
and the Programme for the Endorsement of Forest Certification (PEFC) verify the
responsible sourcing of paper and wood-based materials. The Cradle to Cradle (C2C)
certification evaluates products for circular economy compliance, encouraging the use
of safe materials, recyclability, and sustainable design.

Certifications such as Recycled Content Certification by SCS Global Services
validate the use of recycled materials in packaging and products, promoting resource
efficiency. The Carbon Trust Standard helps retail companies measure and reduce
their carbon footprints across supply chains and operations.

Social Responsibility Certifications

Social responsibility certifications address labor practices, supply chain equity, and
consumer well-being. Fair Trade Certification ensures that products are sourced
ethically, supporting fair wages and safe working conditions for workers in the supply
chain. The Sedex Members Ethical Trade Audit (SMETA) is widely used in retail to
assess ethical labor practices and promote social equity within supply chains.

For community engagement and inclusivity, B Corp Certification demonstrates a
company’s commitment to social responsibility, ethical governance, and community
impact. The Ethical Trading Initiative (ETI) provides a framework for improving labor
practices in global supply chains, ensuring fair treatment of workers.

Sustainable Supply Chain Certifications

Sustainable supply chain certifications ensure ethical and environmentally responsible
sourcing of raw materials. The Responsible Sourcing Certification (RSC) helps
retailers assess and mitigate supply chain risks related to labor practices and
environmental impact. Certifications like Rainforest Alliance Certified and UTZ
Certified support sustainable agriculture practices for coffee, cocoa, and other
consumer goods.

The Global Organic Textile Standard (GOTS) ensures sustainable and ethical
production of textiles used in retail products, focusing on organic materials and social
compliance.

Energy and Resource Efficiency Standards

Certifications like ISO 50001 guide companies in managing energy use efficiently,
reducing costs, and lowering emissions in retail operations. The Zero Waste



Certification by TRUE (Total Resource Use and Efficiency) helps businesses achieve
waste reduction goals, encouraging recycling and reuse.

Circular Economy and Recycling Standards

Circular economy certifications such as Cradle to Cradle (C2C) encourage the
production of consumer goods designed for reuse, recyclability, and minimal waste. The
Ellen MacArthur Foundation’s Circular Economy 100 Initiative provides resources
and recognition for retailers integrating circular principles into operations and product
design.

For packaging, certifications like The Sustainable Packaging Coalition’s
How2Recycle Label guide consumers in proper recycling practices while promoting
sustainable packaging solutions.

Sustainable Retail Operations

Certifications like LEED (Leadership in Energy and Environmental Design) promote
sustainable retail buildings and infrastructure, ensuring energy efficiency, waste
reduction, and environmentally friendly construction practices. Green Seal Certification
ensures sustainable cleaning and maintenance processes in retail spaces, supporting
healthier environments for consumers and employees.

Social Impact and Consumer Engagement

Certifications like ISO 26000 guide retailers in implementing socially responsible
practices, including fair labor, community engagement, and consumer transparency.
The Inclusive Retail Certification focuses on creating accessible shopping
environments for all consumers, including those with disabilities.

The Global Impact Investing Network’s (GIIN) IRIS+ Framework helps retailers track
and measure the social and environmental impact of their investments and community
initiatives.

By adopting these certifications and standards, retail and consumer goods companies
can enhance their environmental sustainability, ensure ethical supply chain practices,
and strengthen governance. These frameworks position the sector to meet evolving
consumer demands, address regulatory requirements, and build trust with stakeholders
while contributing to global sustainability efforts.



Conclusion

Benefits of reporting standards

Adopting international reporting standards significantly enhances a construction
company’s reputation by fostering transparency and accountability. Stakeholders,
including investors, clients, and regulatory bodies, increasingly prioritize sustainability
and responsible business practices. By adhering to standards like GRI, SASB, or TCFD,
companies demonstrate their commitment to addressing environmental, social, and
governance challenges, thereby strengthening trust and positioning themselves as
leaders in the industry.

Moreover, ESG reporting provides a robust framework for managing risks.
Climate-related risks, such as extreme weather events, regulatory shifts, or resource
scarcity, can adversely affect construction projects and financial performance. Reporting
standards encourage companies to identify, assess, and address these risks
proactively, enabling better preparedness and resilience. This structured approach not
only mitigates potential financial losses but also safeguards the company’s reputation.

International reporting standards also boost market competitiveness. As global markets
increasingly favor sustainable practices, companies that meet or exceed ESG
benchmarks gain a competitive edge. This advantage extends to attracting clients who
prioritize sustainability in their projects and securing international partnerships that
demand compliance with global standards. Additionally, ESG reporting opens avenues
for green financing and investment opportunities, as investors actively seek projects that
align with sustainable development goals.

Finally, aligning with international ESG standards positions companies to navigate
evolving regulatory landscapes effectively. Governments and industry bodies worldwide
are implementing stricter sustainability requirements. By proactively adopting these
standards, construction companies can ensure compliance with current and future
regulations, reducing the risk of penalties and operational disruptions. This proactive
stance reinforces governance practices and helps businesses stay ahead in a rapidly
changing industry.

Final remarks

The integration of ESG principles is no longer optional but a critical driver of sustainable
development across all industries in Azerbaijan. This handbook has highlighted the
unique challenges and opportunities faced by key sectors, including construction,
tourism, energy, transportation, agriculture, digital technology, financial services,



manufacturing, and retail. It underscores the vital role ESG plays in fostering long-term
economic resilience, environmental stewardship, and social equity.

By aligning with international ESG standards such as the GRI, SASB, and TCFD,
Azerbaijani businesses can enhance transparency, attract investments, and meet the
growing demands of global stakeholders. These standards not only improve risk
management and operational efficiency but also unlock opportunities for innovation and
leadership in sustainability.

Azerbaijan’s strategic economic goals, as outlined in the "Azerbaijan 2030"
development strategy, provide a robust framework for ESG integration. By leveraging
the country’s strategic geographic location, abundant resources, and governmental
support for sustainability initiatives, businesses can align their operations with both
national priorities and global best practices.

The path forward requires a collaborative effort. Businesses must proactively adopt
ESG principles, while policymakers and regulators provide the necessary incentives,
infrastructure, and enforcement to support this transition. Educational institutions,
industry leaders, and community stakeholders also have a critical role in fostering a
culture of sustainability and inclusivity.

The insights and strategies outlined in this handbook serve as a guide for organizations
aiming to embed ESG into their operations and contribute to a sustainable future for
Azerbaijan. By addressing challenges, capitalizing on opportunities, and adhering to
global ESG standards, Azerbaijani industries can not only enhance their
competitiveness but also lead the way in creating a resilient and sustainable economy
that benefits all stakeholders.

Strong governance is the backbone of successful ESG integration, providing the
structure and accountability necessary to drive sustainability initiatives. Senior leaders
and boards must champion ESG efforts, setting the tone from the top and embedding
sustainability into the organization’s core strategy. This includes aligning ESG goals with
corporate objectives, addressing stakeholder expectations, and adhering to global
standards such as GRI, SASB, and TCFD. Effective governance ensures that ESG
principles are not treated as standalone initiatives but are integrated into
decision-making processes, risk management frameworks, and performance
evaluations, creating a cohesive approach that fosters long-term value creation and
resilience.



References

President of the Republic of Azerbaijan. (2021). Order of the President of the Republic
of Azerbaijan on approval of “Azerbaijan 2030: National priorities for socio-economic
development’. https://president.az/en/articles/view/50474

Southern Gas Corridor Closed Joint Stock Company. (n.d.). Southern Gas Corridor.
Retrieved from https://www.sgc.az/

SOCAR Midstream Operations. (n.d.). BTC pipeline project. Retrieved from
https://www.socarmidstream.az/az/project/btc/

Ministry of Economy of the Republic of Azerbaijan. (n.d.). Industrial parks. Retrieved
from https://economy.gov.az/en/page/senaye-zonalari/senaye-parklari

Azerbaijan Free Economic Zone Authority. (n.d.). Azerbaijan Free Economic Zone
(AFEZ). Retrieved from htips://afez.az/

Port of Baku. (n.d.). Baku International Sea Trade Port. Retrieved from
https://portofbaku.com/en

Trans-Caspian International Transport Route. (n.d.). Middle Corridor. Retrieved from
https://middlecorridor.com/en/

Office of the Leading Group for Promoting the Belt and Road Initiative. (n.d.). Belt and
Road Portal. Retrieved from https://eng.yidaiyilu.gov.cn/

AzerNews. (2023). Azerbaijan Standardization Institute adopts national ESG standard.
Retrieved from https://www.azernews.az/business/231232.html

Report News Agency. (2023). AZSTAND: Application of national standard on ESG not
mandatory. Retrieved from
https://report.az/en/business/azstand-application-of-national-standard-on-esg-not-mand

atory/

APA News Agency. (2023). Azerbaijan Standardization Institute adopts new state
standard  for Green Business Management Systems. Retrieved from
https://en.apa.az/entrepreneurship/azerbaijan-standardization-institute-adopts-new-stat
e-standard-for-green-business-management-systems-451318

AzerNews. (2023). Azerbaijan's commitment to ESG principles boosts sustainable
development. Retrieved from https://www.azernews.az/business/231549.htm|

Global Reporting Initiative. (n.d.). GRI  Standards.  Retrieved  from
https://www.globalreporting.org



https://president.az/en/articles/view/50474
https://www.sgc.az/
https://www.socarmidstream.az/az/project/btc/
https://economy.gov.az/en/page/senaye-zonalari/senaye-parklari
https://afez.az/
https://portofbaku.com/en
https://middlecorridor.com/en/
https://eng.yidaiyilu.gov.cn/
https://www.azernews.az/business/231232.html
https://report.az/en/business/azstand-application-of-national-standard-on-esg-not-mandatory/
https://report.az/en/business/azstand-application-of-national-standard-on-esg-not-mandatory/
https://en.apa.az/entrepreneurship/azerbaijan-standardization-institute-adopts-new-state-standard-for-green-business-management-systems-451318
https://en.apa.az/entrepreneurship/azerbaijan-standardization-institute-adopts-new-state-standard-for-green-business-management-systems-451318
https://www.azernews.az/business/231549.html
https://www.globalreporting.org

Sustainability Accounting Standards Board. (n.d.). SASB Standards. Retrieved from
https://www.sasb.org

Task Force on Climate-related Financial Disclosures. (n.d.). Recommendations of the

Task Force on Climate-related Financial Disclosures. Retrieved from
https://www.fsb-tcfd.org

Central Bank of Azerbaijan. (n.d.). Sustainable finance initiative launched by the Central
Bank of Azerbaijan. Retrieved from https://e-cbar.az/News/Info/6513379%culture=en



https://www.sasb.org
https://www.fsb-tcfd.org
https://e-cbar.az/News/Info/6513379?culture=en

	Introduction 
	Purpose of the Handbook 
	Azerbaijan’s economic context 
	Challenges and Opportunities 

	Understanding ESG 
	What is ESG? 
	Regulatory Framework in Azerbaijan 
	National Environmental Regulations 
	Labor and Social Standards 
	Corporate Governance Requirements 
	Alignment with AZS 962:2024 

	Steps to ESG Integration 
	Board-Level Oversight of ESG 
	Governance Structure for ESG Implementation 

	Industry: construction 
	Key Challenges 
	Potential Opportunities for ESG Leadership 
	International reporting standards 
	Certifications and Other Standards 

	Industry: Tourism 
	Key Challenges 
	Potential Opportunities for ESG Leadership 
	International Reporting Standards 
	Certifications and Other Standards 

	Industry: Energy (Renewable Energy and Oil & Gas) 
	Key Challenges 
	Potential Opportunities for ESG Leadership 
	International Reporting Standards 
	Certifications and Other Standards 

	Industry: Transportation 
	Key Challenges 
	Potential Opportunities for ESG Leadership 
	SOCAR and Green Fuel Development 
	International Reporting Standards 
	Certifications and Other Standards 

	Industry: Agriculture 
	Key Challenges 
	Potential Opportunities for ESG Leadership 
	International Reporting Standards 
	Certifications and Other Standards 

	Industry: Digital and Technology Sector (Telecommunications, IT, Cybersecurity, and Digitalization) 
	Key Challenges 
	Potential Opportunities for ESG Leadership 
	International Reporting Standards 
	Certifications and Other Standards 

	Industry: Financial Sector 
	Key Challenges 
	Potential Opportunities for ESG Leadership 
	International Reporting Standards 
	Certifications and Other Standards 

	Industry: Education 
	Key Challenges 
	Potential Opportunities for ESG Leadership 
	International Reporting Standards 
	Certifications and Other Standards 

	Industry: Manufacturing and Industrial Production 
	Key Challenges 
	Potential Opportunities for ESG Leadership 
	International Reporting Standards 
	Certifications and Other Standards 

	Industry: Retail and Consumer Goods 
	Key Challenges 
	Potential Opportunities for ESG Leadership 
	International Reporting Standards 
	Certifications and Other Standards 

	Conclusion 
	Benefits of reporting standards 
	Final remarks 

	References 

