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Abstract 
 
This study comprehensively examines the Environmental, Social, and Governance (ESG) 

rating ecosystem, a critical pillar of sustainable finance. It dives into the complexities and 

nuances of this ecosystem, highlighting key challenges including transparency deficits, in-

consistent standardization, sector and regional comparability issues, inherent biases, con-

flicts of interest, and data quality concerns. In response, the thesis introduces an innovative 

regulatory framework, which uniquely synthesizes the European Securities and Markets Au-

thority's (ESMA) recommendations with novel insights from the research. This comprehen-

sive framework prioritizes improved transparency, promotes a new approach to standardized 

ESG rating methodologies, and calls for adaptive, regular revisions to regulatory mecha-

nisms. It also addresses the critical need for global harmonization of ESG rating principles 

and improved data standardization. Importantly, the thesis deftly balances the demand for 

standardization with the necessity to preserve the diversity and adaptability inherent in ESG 

rating methodologies. By identifying gaps in the current system and proposing these unique 

solutions, the thesis adds a significant perspective to academic discourse in sustainable fi-

nance. It suggests practical approaches towards a more robust, reliable, and efficient ESG 

rating ecosystem. 
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