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[bookmark: _Toc233652018]1. Introduction
[bookmark: _77yife2gv11j][bookmark: _Toc233652019]1.1 Background of the Study
ESG practices are important in global investment decisions where the organisations are looking for the investors regarding the sustainability. In this the ethical operations are associated with the value creation over the long term. The ESG frameworks are based on the principles to assess a company's performance not only in terms of financial results. This also contributions to society in the environmental and social aspect with is related to the transparency with respect to governance. According to White. et al., (2024) businesses are also recognising the importance of climate change, regulatory requirements and customer demands. In this the result is implementing ESG strategies into the methods in the investment in the business. There are many factors that are driving foreign investors to consider conducting an investment analysis with the ESG performance.  This also point out the inverse correlation between strong ESG performance and risk between ESG performance and reputation.
Climate policies also require sustainability measures which is related to the low-carbon economy. This also have all contributed to the large growth of the UK's renewable energy sector. The renewable energy sector has also continued to expand, where the UK prioritise to the produce approximately 50.8% of its electricity from renewable energy in 2024(UK. 2019). This points out the key goal regarding the net-zero journey. In this the Wind and solar still play an important role that contribute to the national environmental goals. SG has emerged as a key consideration for foreign direct investment (FDI) decisions in this industry. Investors are now keen to invest in companies with good environmental measures, social responsibility and transparency in governance. The successful rollout of ESG increases the investor confidence, that solve the sustainability-related risks. This also improve the ability of UK renewable energy companies to attract foreign long-term capital inflows.
[bookmark: _r5fntnj51p8c][bookmark: _Toc233652020]1.2 Research Problem
A research problem is evaluated in the context of the UK renewable energy industry, where the understanding of the impact of ESG practices is limited for the foreign investments.
[bookmark: _lk0ac8b38jwj][bookmark: _Toc233652021]1.3 Research Aim
To evaluate the UK power sector and foreign investment attraction in the renewable energy sector would be examined with a focus on ESG.
[bookmark: _xkul6nfrgxc6][bookmark: _Toc233652022]1.4 Research Objectives
· To analyse how ESG practises impact foreign investment choices in the renewable energy market in the UK.
· To evaluate how environmental factors attract foreign investments in renewable energy organisations.
· To measure the effect of the social and governance aspects on investor confidence and its attraction to capital.
· To recommend the strategies to improve ESG practices to attract foreign investments to the renewable energy sector.
[bookmark: _gnl69nsd7vdf][bookmark: _Toc233652023]1.5 Research Questions
· What is the effect of ESG practices on foreign investment in the UK renewable energy sector?
· How important are the environmental factors in attracting foreign investment in renewable energy organisations?
· What role do social, and governance issues play in placating investors and in raising capital?
· How to make ESG work better in order to attract more foreign investment into the renewables sector?
[bookmark: _9msnm3hycra6][bookmark: _Toc233652024]1.6 Significance of the Study
The research provides useful knowledge for renewable energy companies that follow the ESG practices. According to Ye and Dela (2023), these aspects are more effective in attracting foreign investment in the context of the business. It also assists investors and policymakers in creating awareness regarding the sustainability aspects affecting investments. The study also benefits sustainability academics by adding to the understanding of the link between ESG and renewable energy investments.
[bookmark: _rml9i3z0jsjh][bookmark: _Toc233652025]2. Literature Review
[bookmark: _veorw1ndk3sy][bookmark: _Toc233652026]2.1 Introduction to Literature Review
The rising awareness of the significance of Environmental, Social, and Governance (ESG) principles is related to sustainable business strategies and investment decisions. The ESG performance has a positive impact on investor faith as it minimizes risk and creates transparency for the company. The study of renewable energy investments provides evidence as to the growing contribution of renewable energy to the global adoption of climate targets and international investment. It also points out that foreign direct investment (FDI) is starting to take the sustainability aspect into account, which is related to the renewables sector.
[bookmark: _1eefo024cc8q][bookmark: _Toc233652027]2.2 Empirical Studies
Influence of ESG Practices on Foreign Investment Decisions
The ESG (Environmental, Social, and Governance) practices are important for foreign investment choices. According to Alshukri et al. (2024), Investors are more concerned about sustainability, ethics and the underlying value creation potential of organisations. The renewable energy organisations with a strong ESG framework are seen as a lower-risk investment opportunity in the UK. This increases transparency, which is in compliance with regulations and responsible business operations. On the other hand, Makridou et al., (2023) It incorporates ESG components, which can boost investor confidence, as it signifies that shows the organisation's dedication to sustainable development and climate responsibility. ESG performance also adds the value to attracting foreign direct investment (FDI) and syncs business models. In this the expectations of foreign investors are related to sustainability.
Environmental Sustainability and Investment Attraction
The renewables industry's relationship to the environmental sustainability standards is a major draw for foreign investment. According to Basse Mama and Mandaroux (2021), investors are attracted to companies that are taking steps to reduce carbon footprint, where investing in clean technologies is important. This also has a strong environmental management system in place as there has to proper balance regarding extraction renewable energy. Renewable energy companies that have emissions reduction where resource efficiency as core values are more aligned with international climate targets. On the other hand, Dixon, et al. (2022), the drive for environmental targets like taking steps towards a 'Net Zero' in the UK. This has created an expansion of the renewables industry which has raised investment interest. It further implies that good environmental performance leads to improved corporate image, low environmental risks and good environment. It also attracts foreign investment in renewable energy projects for the growth of the business.
Social Responsibility and Investor Confidence
The social responsibility practices have effects on the investor's confidence which is related to an organisation's commitment to its employees. According to this Ordonez‐Ponce et al., (2025), the communities play an important role in the expansion of the social responsibility of the stakeholders. The companies need to implement ethical employment policies, diversity programs, community involvement, and communication regarding the investment. The companies also point out the responsible employment practices, diversity programs, community engagement, and communication.  In this the stakeholders also build better investor relationships, which is important for the business. On the contrary Menegatto et al. (2025), Social sustainability minimises operational threats by maximising employee contentment and community acceptance of renewable energy plants. The role of social capital is becoming more important to foreign investors in long-term investment decisions The organisations with good social impacts are seen as more stable and responsible. This also shows that social ESG aspects in investments help both the attraction and trust of investors.
Governance Transparency and Foreign Investment Growth
Transparency in Governance has been found as one of the imperative conditions that influence foreign investments. According to Hebah (2025), in this the corporate governance, good leadership, accountability and reporting transparency have been shown to enhance investor confidence. Proper governance creates transparency that creates trust for investors in renewable energy companies. It also helps to solve the financial management, regulatory compliance, and strategic decision-making successfully. However, Jardet et al.(2022), Lack of governance also results in higher uncertainty, that reduced prospects for international investment.  This also creates the risks for operations and finance where transparency is an important factor for the business. 
Challenges in ESG Implementation within Renewable Energy Firms
The renewable energy organisations are facing some challenges in effective manner to implement in the ESG strategies. According to Rangel et al. (2024), the barriers highlighted in the research include the high costs of implementation where the absence of standardised measurement frameworks for ESG. The lack of expertise is associated with the challenges in obtaining reliable sustainability data. There are smaller companies that find it harder to compliance to the more complicated ESG reporting requirements than larger companies. However, Prokopenko et al. (2023), On the other hand these restrictive conditions may impact the investor mind-set and limit the foreign investments that renewable energy firms can attract. These are challenges that must be overcome to ensure the consistent embrace of ESG and to enhance the competitiveness of investments.
Strategies for Enhancing ESG Performance and Investment Attraction
Renewable energy companies should be more proactive in implementing ESG practices. This helps in increasing the foreign investment that area important for the business. According to Ozdemir et al. (2023), in this ongoing environmental innovation are associated with stakeholders that shows the transparency in maintaining the governance structure. The organisations also make a meaningful impact in advancing ESG goals and performance. In this, clear ESG strategies also point out the investor certainty that increases capital market access. On the other hand, Fligstein and Huang, (2025) policymakers may also advance ESG transition by means of regulatory amendments, investments on incentives, and sustainability frameworks. The renewable energy companies also strike a balance to achieve sustainability goals by implementing ESG. 
[bookmark: _9xt1x6vth6e][bookmark: _Toc233652028]2.3 Theoretical Framework
Stakeholder Theory
Stakeholder Theory points out the importance of stakeholder interests that are for the business strategies. In this the investors are linked with the employees, communities, governments and customers. The theory points out the integrating environmental aspect, social duty, and governance framework in the UK renewable energy sector. This helps to create the sustainable value for the business. According to D’Souza et al. (2022), ESG practices contribute to stakeholder relationships with the assurance of organisational accountability, ethical practices and engagement with climate goals. The ESG aspects also attract better chances of foreign investors to invest in companies that involve responsible and sustainable funds. This also creates trust that increases the reputation among shareholders.
Resource-Based View (RBV)
The Resource Based View (RBV) is concerned with the role of internal resources and competencies of an organisation in developing CA. ESG competencies such as sustainable technologies, environmental knowledge, openness to regulations, and good environmental management are regarded as strategic resources in the renewable energy industry. According to Huang et al. (2023), companies also create ESG capabilities that gain a competitive advantage regarding the capital of the business. It also minimises the risks and showcases their sustainability potential over the long run. The RBV concept aligns with the notion that the incorporation of ESG which also in the help renewable energy companies. This also helps to create investor trust and secure competitive benefits in international investment markets.
[bookmark: _t6p7tw1qguf2][bookmark: _Toc233652029]3. Methodology
[bookmark: _rzbbasdeu353][bookmark: _Toc233652030]3.1 Research Philosophy
The study uses a research philosophy of interpretivism to make sense of the impact of ESG practices. The foreign investment flows in the renewable energy sector in the UK. Interpretivism is about exploring meanings that various stakeholders rather than just relying on the numerical measurements. According to Bustamante (2023), this approach is appropriate for the research because it helps the study of the roles given to sustainability practices by renewable energy organisations, in this the foreign investors and ESG specialists are important in the decision-making process. 
[bookmark: _c6waybsvup7b][bookmark: _Toc233652031]3.2 Research Approach
The research approach adopted is inductive research that helps in identifying the patterns. In this the relationships among ESG practices are related to the foreign investment attraction. Inductive approach allows the researcher to build theory on the basis of evidence collected. According to Chew et al. (2026), this will help identify emerging trends in environmental sustainability, social responsibility, governance transparency, and investor confidence. The research also examines the current sustainability to understand the role of ESG in the UK's renewable energy sector in attracting foreign capital.
[bookmark: _dwlcor3ui0ja][bookmark: _Toc233652032]3.3 Research Design
The study is an exploratory research design to explore the effects of ESG practices on foreign investment decisions. Exploratory research is needed for exploring a topic that would benefit from relationships and underlying factors being further understood. According to Igor Brasil Costa et al. (2023), the design also allows the study to examine the involvement of the ESG dimensions in investor's perception and the organisational strategies. It also helps in the analysis regarding the importance of certain factors that affect the attraction of foreign investment like the sustainability performance, governance effectiveness and social responsibility. 
[bookmark: _9ghcen9sfmt6][bookmark: _Toc233652033]3.4 Data Collection Method
The study involves secondary source method of data collection in collecting the data from the sources. According to Obaideen, K. (2022) Secondary data comprise of ESG reports which is related to sustainability disclosures, government publications, renewable energy industry reports and academic research studies. In this, data will also be collected from academic databases that are reliable like the Scopus, ScienceDirect and Web of science. On other hand, this study will also collect information from official ESG reports. These sources will be accessed from the university library databases, institutional subscription, official organisations website.  The access of this academic platform is open to all that shows the evidence are real. The sources provide information regarding the progress of ESG integration and sustainability achievements. In this the investment landscape is one of the main factors in UK renewable energy market. The secondary data is used to assess the evidence on the relation between ESG practices and foreign investment attraction. 
[bookmark: _8rd2w3ljlrai][bookmark: _Toc233652034]3.5 Sampling Strategy
This study uses a purposive sampling method which is selected subjects for analysis. This also identify relevant sources and participants in relation to ESG and renewable energy investments. According to Zatonatska et al. (2024) the target groups are renewable energy companies, foreign investors and ESG specialists help in understanding sustainable practices. The data sources have the potential to give valuable information in creating a connection between ESG performance and investor confidence and capital attraction. 
[bookmark: _3mcm2ed1ejyb][bookmark: _Toc233652035]3.6 Data Analysis
The study uses Braun and Clarke's thematic analysis technique helps to evaluate the qualitative data which is related to ESG investment. The analysis process consists of six steps like the Familiarisation with data, initial coding, searching for themes, reviewing themes, defining and naming themes, and producing a final report. According to Morriss et al. (2024), this process in the visualisation of patterns that can include aspects of environmental sustainability and social responsibility.  The government transparency is important for the governance principles which are related to the ESG challenges. 
[bookmark: _n1rmf383bg12][bookmark: _Toc233652036]3.7 Ethical Considerations
Ethical considerations are associated with the research process that guarantee the responsible management. In this the integrity of data is related to the research process. All data from participants is kept confidential and private. In this the stakeholder voice opinions are informed consent where the participants are informed on the purpose of the research. The application of these ethics in research increases the confidence and trust in the research results.
[bookmark: _symtlm87woed][bookmark: _Toc233652037]4. Expected Findings
The study should be successful in determining that ESG has a positive effect on foreign investment in the UK renewable energy sector. In this better environmental performance also increases the investor trust by communicating investor goals. According to Luo et al. (2024), it also reduces the climate impacts which is related to the sustainable development. Good governance and clear reporting also help to solve the investment risks and increase foreign investors' trust. Social responsibility programs also help to improve an organisation's image that helps in connections with its stakeholders. 
[bookmark: _b57pbjhdftxp][bookmark: _Toc233652038]5. Limitations
Access to foreign investors and renewable energy industry experts could be a limiting factor to the study. This points out the self-reported information which lead to potential bias that led to compromise the findings. Comparative analysis also affects the differences in ESG practices between organisations. The results are applicable only to the UK context of renewable energy that reduce the generalisation across the globe. The results of the research are also impacted by differences among the available ESG data.
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Figure 1: Timeframe
(Source: self-created)
[bookmark: _ub1ghm6tqclp][bookmark: _Toc233652040]7. Conclusion
It shows how ESG is being used to affect foreign investment for UK renewable energy. It also points out the importance of effective sustainability strategies to build investor confidence, minimise risk, and help to be more competitive. The research is intended to give information that helps to attract investments internationally and the growth of renewable energy.
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