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Introduction International initiatives such as the Task Force on Climate-related
Financial Disclosures (TCFD) have catalyzed a global shift toward
integrating climate risk into corporate reporting structures.
However, implementation remains inconsistent across emerging
economies due to varying regulatory support, limited expertise, and
weak enforcement (Kansal, Joshi, & Babu, 2021). While several
firms voluntarily disclose climate-related information, these
disclosures often lack comparability, consistency, and relevance.
This creates informational asymmetry, leaving investors unable to
effectively evaluate the environmental resilience of companies,
thereby amplifying financial risk.

The intensifying consequences of climate change have compelled
businesses, investors, and regulators to reassess the role of
financial reporting in communicating environmental risks. In
emerging markets, economies often characterized by institutional
volatility, regulatory limitations, and environmental vulnerability,
climate risks pose unique financial threats that demand transparent
and standardized reporting mechanisms. Consequently, climate-
related financial disclosures have garnered attention as a tool to
improve accountability and decision-making in capital markets
(Amel-Zadeh & Serafeim, 2019).
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Furthermore, emerging markets face distinct challenges such as
inadequate legal frameworks, low investor activism, and limited
access to ESG reporting tools, all of which hinder the adoption of
standardized climate risk disclosures (Alsaifi, Elnahass, & Salama,
2020). These disparities not only impact investor confidence but
also obstruct the broader transition toward sustainable finance.

Despite increasing academic interest in ESG and sustainability
reporting, there remains a gap in empirical research specifically
analyzing climate risk disclosures within emerging market
contexts. This study seeks to fill that void by evaluating the extent,
quality, and determinants of climate risk reporting across selected
emerging economies. Using a mixed-method approach grounded in
legitimacy and stakeholder theory, this paper examines how firms
respond to environmental expectations through financial disclosure
and how institutional environments shape such practices (de
Villiers & Marques, 2022).

By investigating disclosure trends, regulatory influences, and firm-
specific characteristics, the study contributes critical insights to the
discourse on climate finance and reporting transparency in less-
developed capital markets. These insights will prove valuable for
policymakers, corporate stakeholders, and sustainability advocates
aiming to advance environmental accountability in emerging
markets.

Statement of the Problem

Climate risk has emerged as a core financial issue, influencing
asset valuations, operational continuity, and long-term corporate
viability. However, in emerging markets, the level of awareness
and integration of climate risk into financial reporting remains
inadequate. Companies often overlook or under-report the financial
implications of environmental threats, despite their growing
significance. This creates a disconnect between actual exposure to
climate risks and the information made available to investors and
stakeholders (Amel-Zadeh & Serafeim, 2019).

A major challenge is the lack of regulatory clarity and standardized
frameworks governing climate-related disclosures in these regions.
While some countries have made strides in aligning with global
disclosure recommendations such as the TCFD, many firms
operate without legal mandates, leading to voluntary disclosures
that are selective and often superficial (Kansal et al., 2021).
Moreover, financial statements in these markets frequently omit
forward-looking information and scenario analyses that are critical
for understanding climate vulnerability.

Emerging markets are particularly susceptible to environmental
disruptions such as flooding, droughts, and resource depletion.
Despite this, corporate financial reports often fail to reflect these
risks in a quantifiable or meaningful way. Inadequate disclosure
not only impairs investor decision-making but also increases
systemic risk across financial systems. Compounding this issue are
institutional weaknesses such as poor enforcement, low
transparency norms, and limited stakeholder pressure (Alsaifi et
al., 2020).

Additionally, firm-level characteristics, such as size, profitability,
industry sector, and board composition, are believed to influence
the extent of climate risk disclosure, yet empirical evidence
remains scarce, especially across diverse emerging markets. The
absence of robust research in this area hampers efforts to create
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tailored regulatory responses and best practice models for
disclosure.

Thus, there is a critical need for empirical investigation into how
emerging market firms report climate-related risks, the quality and
determinants of such disclosures, and the barriers impeding
progress. This study addresses that gap by examining current
disclosure practices, evaluating the influence of firm-specific and
institutional variables, and proposing policy and regulatory
improvements to promote more reliable and comprehensive
climate risk reporting.

Research Questions

1. What is the extent and quality of climate risk disclosure
among firms in emerging markets?

2. How do firm-specific characteristics (e.g., size, industry,
profitability) influence the level of climate risk reporting?

3. To what extent do regulatory frameworks shape climate-
related financial disclosure in emerging economies?

4. Are there significant differences in climate risk disclosure
practices across emerging market countries?

5. What are the major institutional and organizational barriers to
effective climate risk reporting in emerging markets?

Research Hypotheses

Hol: There is no significant relationship between firm size and the
extent of climate risk disclosure in emerging market firms.

Ho2: There is no significant difference in climate risk reporting
across industry sectors in emerging markets.

Ho3: Regulatory framework strength has no significant effect on
the quality of climate risk disclosures.

Ho4: There are no significant cross-country differences in climate
risk reporting practices among emerging markets.

Ho5: Institutional barriers do not significantly hinder climate risk
disclosure by firms in emerging markets.

Scope and Limitation of the Study

This study focuses on publicly listed firms in selected emerging
markets, including Nigeria, India, South Africa, and Brazil. It
examines annual reports and sustainability disclosures from 2019
to 2024. The research is limited to financial and non-financial
sectors with significant environmental exposure, such as
manufacturing, energy, and finance. Limitations include potential
inconsistencies in disclosure formats, availability of climate-related
data, and country-specific institutional differences. The analysis
does not cover private firms or those with incomplete reporting.
Generalization may be constrained by sample size and differences
in local environmental policy implementation.

Literature Review

Conceptual Review
Concept of Climate Risk and Its Financial Implications

Climate risk refers to the financial and operational uncertainties
stemming from climate-related events, including both physical
risks (e.g., extreme weather, rising sea levels) and transition risks
(e.g., regulatory changes, carbon pricing, shifts in consumer
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behavior). In the context of financial reporting, these risks have
become increasingly material, impacting asset valuations, credit
ratings, and overall firm resilience (TCFD, 2020). Organizations
are now expected to assess how such risks affect their business
models and disclose relevant information to stakeholders. The
omission of climate-related financial risks from traditional
financial statements can obscure the actual vulnerability of firms,
especially those in resource-intensive sectors like energy and
agriculture (Amel-Zadeh & Serafeim, 2019).

Recent academic and regulatory attention has emphasized that
climate risk is not solely an environmental concern but a core
financial issue requiring structured disclosure. In emerging
markets, where economies are more susceptible to climate shocks
and infrastructure limitations, the financial impacts can be
profound and more immediate (Alsaifi, Elnahass, & Salama, 2020).
This heightened exposure necessitates a robust climate risk
reporting mechanism that aligns with investor expectations and
global sustainability standards.

Climate Risk Disclosure and Financial Reporting

Financial reporting is increasingly being viewed through the lens
of sustainability. Climate risk disclosure involves the
communication of how climate-related factors impact a firm’s
financial performance, operations, and long-term viability. The
conceptual foundation for this integration lies in extended
accountability theory, which holds that financial reports should
serve the information needs of a wide range of stakeholders, not
just shareholders (de Villiers & Marques, 2022).

One of the most significant global frameworks guiding climate
disclosures is the Task Force on Climate-related Financial
Disclosures (TCFD), which recommends reporting along four
pillars: governance, strategy, risk management, and metrics/targets.
Although widely adopted in developed markets, the extent of
implementation in emerging markets is far less developed. Many
firms in these economies offer limited or narrative-based
disclosures that fail to meet the qualitative and quantitative rigor
needed for effective financial decision-making (Kansal, Joshi, &
Babu, 2021).

Theoretical Perspectives on Climate Risk Disclosure

Several theoretical models underpin the concept of climate risk
disclosure in financial reporting. Stakeholder theory suggests that
firms disclose climate-related risks to maintain legitimacy and
credibility with various stakeholder groups, including regulators,
investors, and the public. Under this lens, transparent reporting is
seen as a strategic response to rising environmental expectations
and investor activism (Freeman, 1984; updated in context by de
Villiers & Marques, 2022).

Legitimacy theory complements this perspective by positing that
firms engage in climate risk disclosure to align themselves with
societal norms and values. Particularly in emerging markets, where
institutional voids are common, such disclosures may be used to
project a responsible corporate image to external stakeholders and
global investors (Alzaidy, Al-Kassab, & Mihret, 2023).
Additionally, signaling theory explains that firms use disclosure as
a signal to differentiate themselves from competitors and to attract
environmentally conscious investors.
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Climate Disclosure Challenges in Emerging Markets

Despite global trends, emerging markets continue to lag behind in
both the volume and quality of climate risk disclosure. This can be
attributed to several conceptual barriers, including weak
institutional frameworks, limited technical expertise, and the
absence of mandatory reporting standards. Furthermore, firms
often perceive environmental reporting as an added cost rather than
a strategic necessity (Okafor, Adeleke, & Nyuur, 2021).

Voluntary disclosures are often inconsistent and lack
comparability, with firms choosing what and how to disclose based
on perceived reputational benefits rather than materiality.
Regulatory ambiguity and lack of enforcement mechanisms further
hinder the motivation for transparent reporting. Studies also
suggest that board composition, managerial awareness, and
ownership structure significantly influence whether and how
climate risks are reported in financial statements (Dissanayake,
Tilt, & Qian, 2021).

Emerging Disclosure Trends and the Path Forward

A growing number of emerging market firms are beginning to
recognize the reputational and strategic value of climate
disclosures. Some have started to align their reporting practices
with international frameworks such as GRI, SASB, and TCFD.
Nonetheless, adoption remains patchy and often superficial.
Empirical evidence reveals that disclosures are more prevalent in
firms with foreign investment, multinational ties, or operations in
environmentally sensitive sectors (Ali, Frynas, & Mahmood,
2020).

To enhance climate risk transparency, researchers argue for an
integrated regulatory approach combining mandatory disclosure
requirements with capacity-building initiatives. This would not
only improve data quality and comparability but also empower
stakeholders to make informed decisions. Conceptually,
embedding climate risk within mainstream financial reporting will
require a cultural shift in how firms perceive their environmental
responsibilities within the business context of emerging markets.

Theoretical Review
Stakeholder Theory

Stakeholder theory offers a foundational lens through which
climate risk disclosures can be understood. The theory posits that
firms are accountable not only to shareholders but to a broader set
of stakeholders including regulators, environmental groups,
consumers, and local communities. From this perspective, climate
risk disclosure is seen as a strategic response to growing
expectations for corporate transparency and environmental
responsibility (de Villiers & Marques, 2022). In the context of
emerging markets, where regulatory enforcement may be weak,
stakeholder pressure often emerges as a key motivator for firms to
voluntarily report on environmental impacts. Disclosure, in this
light, serves as a tool to manage relationships and build trust with
relevant actors whose support is critical to a firm’s legitimacy and
survival.

Legitimacy Theory

Legitimacy theory complements stakeholder theory by focusing on
the social contract between a firm and the society in which it
operates. Organizations seek to legitimize their existence by
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aligning their actions and communications with prevailing societal
norms and expectations. Climate risk disclosure, therefore,
becomes a means of demonstrating conformity with the global
movement toward sustainability and responsible corporate
behavior. In emerging markets, firms may use environmental
disclosures to project an image of legitimacy, particularly to
foreign investors and international stakeholders (Alzaidy, Al-
Kassab, & Mihret, 2023). When climate risks are perceived as
salient societal concerns, failure to disclose them could threaten a
firm’s legitimacy and provoke reputational damage or regulatory
scrutiny.

Signaling Theory

Signaling theory explains disclosure practices as a way for firms to
convey private information to the market and differentiate
themselves from less responsible peers. In the absence of
mandatory climate risk reporting, firms may voluntarily disclose
such information to signal superior governance, long-term
orientation, and commitment to sustainability (Ali, Frynas, &
Mahmood, 2020). Particularly in emerging markets where
information asymmetry is high and capital markets are less mature,
climate risk disclosures can help reduce investor uncertainty. Firms
with strong environmental performance may view disclosure as an
opportunity to strengthen investor confidence, attract green capital,
or position themselves competitively in a low-carbon economy.

Institutional Theory

Institutional theory highlights how corporate behavior is shaped by
the rules, norms, and belief systems of the environments in which
firms operate. In relation to climate risk disclosure, institutional
pressures can be coercive (e.g., government regulation), normative
(e.g., industry standards), or mimetic (e.g., imitation of peers).
Firms in emerging markets may adopt climate disclosure practices
in response to global institutional pressures or in an attempt to gain
legitimacy in international capital markets (Kansal, Joshi, & Babu,
2021). Over time, disclosure practices may become
institutionalized as part of accepted corporate behavior, especially
as regulators, investors, and rating agencies increase their focus on
ESG performance.

Agency Theory

Agency theory emphasizes the relationship between corporate
managers (agents) and shareholders (principals), highlighting the
potential for information asymmetry and conflicting interests.
Climate risk disclosures can serve as a monitoring mechanism,
reducing information gaps between agents and principals by
providing insight into how environmental risks are managed.
Transparent reporting reassures investors that management is
acting in the firm’s long-term interest, particularly with respect to
sustainability challenges that could affect financial outcomes
(Dissanayake, Tilt, & Qian, 2021). In emerging markets, where
corporate governance structures may be weaker, agency theory
underscores the role of disclosure in enhancing accountability and
investor protection.

Empirical Review
Extent and Quality of Climate Risk Disclosures

Several empirical studies have examined how firms disclose
climate-related risks, especially in emerging economies. The level
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and quality of these disclosures vary widely across countries and
industries. Kansal, Joshi, and Babu (2021) studied climate
disclosures in BRICS nations and found that while some firms
provide detailed information, others disclose only minimal, vague
details. Their research highlighted how weak enforcement
mechanisms, lack of standardized reporting frameworks, and firm-
specific factors all influence disclosure levels.

Determinants of Climate Risk Reporting

Firm characteristics such as size, profitability, foreign ownership,
and industry sector play important roles in shaping climate
disclosure practices. For instance, Okafor, Adeleke, and Nyuur
(2021) found that firms with diverse boards and foreign investors
tend to disclose more climate-related information in Sub-Saharan
Africa. Similarly, Dissanayake, Tilt, and Qian (2021) showed that
in Sri Lanka, firms with stronger internal governance and external
assurance were more likely to report environmental risks in a
meaningful way. However, disclosures were still largely qualitative
and lacked forward-looking analysis.

Institutional and Regulatory Influence

The strength of a country's regulatory and institutional environment
significantly affects climate risk reporting. Alsaifi, Elnahass, and
Salama (2020) found that firms operating under more stringent
environmental regulations disclosed higher quality climate
information. However, many emerging markets lack such
enforcement, leading to inconsistent reporting. Institutional theory
helps explain how firms respond to external pressures, including
from regulators, investors, and international frameworks like the
TCFD, to legitimize their operations through disclosure.

Market Response and Investor Perception

Empirical studies also suggest that investors are beginning to value
climate-related disclosures. Amel-Zadeh and Serafeim (2019)
surveyed global investors and found that many now use ESG data,
including climate risk information, when making investment
decisions. Nonetheless, in emerging markets, investors remain
cautious due to concerns about data quality, inconsistency, and
limited verification mechanisms.

Methodology

Research Design

This study adopts a quantitative research design using a cross-
sectional approach to examine the disclosure practices of climate-
related financial risks among publicly listed firms in selected
emerging markets. The quantitative design enables objective
measurement of disclosure patterns and analysis of relationships
between firm characteristics and the extent of climate risk
reporting. Content analysis and statistical modeling techniques are
used to generate empirical insights.

Population and Sampling

The population comprises publicly listed companies in emerging
markets such as Nigeria, India, Brazil, and South Africa. These
countries were selected due to their environmental vulnerability,
economic relevance, and evolving climate policies. The sample
includes firms from environmentally sensitive sectors such as
energy, manufacturing, and finance. A purposive sampling
technique is employed to select 100 firms that have published both
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financial and sustainability reports between 2019 and 2023. Only
firms with accessible reports in English and data suitable for
statistical analysis are included.

Data Collection Method

Data for this study is obtained from two primary sources: (1)
corporate annual reports and sustainability disclosures, and (2)
financial databases (such as Bloomberg or company websites).
Climate risk disclosures are measured using a content analysis
framework based on the Task Force on Climate-related Financial
Disclosures (TCFD), focusing on the four recommended pillars:
governance, strategy, risk management, and metrics/targets.

A disclosure index is developed by assigning binary scores (1 =
disclosed, 0 = not disclosed) for each of the 20 disclosure
indicators under the TCFD categories. The total disclosure score
for each firm is then calculated and expressed as a percentage.

Variables and Measurement

e Dependent Variable:

Climate Risk Disclosure Score (continuous, 0—100%)

e Independent Variables:

o  Firm Size (log of total assets)

o Industry Type (categorical)

o Board Size (number of directors)

o  Foreign Ownership (dummy variable: 1 = yes, 0 = no)
o Profitability (Return on Assets - ROA)
e  Control Variables:

o  Country of Operation

o Leverage Ratio

o  Year of Report (2019-2023)

Data Analysis Techniques

The data is analyzed using descriptive and inferential statistics with
the help of SPSS or STATA. The results will be presented using
four main tables:

e A frequency distribution table showing how firms perform
across various climate disclosure indicators.

e A correlation matrix to identify relationships between climate
disclosure scores and firm-level variables.

e A multiple linear regression model to determine which
variables significantly influence climate disclosure levels.

e A robust regression model (e.g., OLS with robust standard
errors) to account for potential heteroskedasticity or non-
normality in the dataset.

The statistical significance is tested at the 1%, 5%, and 10% levels,
and standard diagnostic tests will be performed to ensure model
reliability (e.g., VIF for multicollinearity, Breusch—Pagan test for
heteroskedasticity).

Ethical Considerations

As the study uses publicly available secondary data, it does not
involve direct human subjects and poses no ethical risks. All firm
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data will be anonymized where necessary, and proper attribution
will be given to all data sources.

Results

Frequency Distribution of Climate Risk Disclosure Indicators
(n=100)

TCFD Indicator Category Disclosure (% of firms)
Governance Structure 76%

Board Oversight 68%

Climate Risk Strategy 61%

Risk Management Approach 52%

Metrics and Targets 47%
Emissions Reporting 58%

Scenario Analysis 35%
Transition Risk Disclosure 41%

Physical Risk Disclosure 49%

Overall Disclosure Index Mean = 58.2%

Interpretation of Table 1

The frequency table reveals the general state of climate risk
disclosure practices among firms in emerging markets. Notably,
76% of the sampled firms disclosed their governance structure
relating to climate oversight, suggesting that many companies have
at least formalized the presence of climate-related governance
mechanisms. However, disclosure on board-level oversight is
slightly lower (68%), which may indicate that while structures
exist, board involvement in environmental matters is not
consistently emphasized.

Disclosures related to climate strategy (61%) and risk management
(52%) suggest that many firms are incorporating climate risks into
their operations but still fall short of full transparency. Notably, the
metrics and targets component had the lowest disclosure rate
(47%), revealing a significant gap in firms’ ability or willingness to
set quantifiable climate goals, an essential element for tracking
progress over time.

Also concerning is the limited use of scenario analysis (35%), a
key recommendation by TCFD for assessing future climate risks
under different regulatory and environmental conditions. Firms are
more likely to report emissions (58%) and physical risk impacts
(49%) than transition risks (41%), which implies that disclosures
may still be skewed toward backward-looking, physical data rather
than forward-looking financial impact assessments.

The overall mean disclosure score of 58.2% suggests a moderate
level of compliance with TCFD recommendations, but the
variability across categories reflects inconsistency in disclosure
practices. This supports existing literature suggesting that climate
reporting in emerging markets remains fragmented and heavily
dependent on firm-specific and institutional factors.
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Pearson Correlation Matrix

Variables CRD Score Firm Size Profitability Board Size Foreign Ownership
Climate Risk Disclosure (CRD) 1.000 0.52** 0.28* 0.39** 0.44**

Firm Size 1.000 0.31** 0.33** 0.21*

Profitability (ROA) 1.000 0.26* 0.19

Board Size 1.000 0.24*

Foreign Ownership 1.000

*Significant at 0.05 level (**p < 0.01); *p < 0.05

Interpretation of Table 2 possibly reflecting that broader governance structures contribute to
The correlation matrix provides insights into the linear more comprehensive sustainability oversight.

relationships between climate risk disclosure and firm-level
attributes. There is a moderately strong positive correlation
between firm size and climate disclosure (r = 0.52, p < 0.01),
suggesting that larger firms are more likely to report climate-
related information. This aligns with previous findings that larger
firms face greater regulatory and public scrutiny, and typically
have more resources to support detailed reporting initiatives.

Foreign ownership also shows a significant correlation (r = 0.44, p
< 0.01), indicating that firms with foreign investors may be more
inclined to meet international expectations around environmental
disclosure. Board size correlates positively (r = 0.39, p < 0.01),

Multiple Linear Regression Results

Dependent Variable: Climate Risk Disclosure Score

Profitability (r = 0.28, p < 0.05) is also significantly related to
disclosure, though the effect is weaker. This may suggest that more
profitable firms are more capable of investing in sustainability
practices and reporting, but profitability alone is not a primary
driver.

Overall, the correlations show that climate disclosure is influenced
by multiple interconnected factors, particularly firm size and
governance dynamics. These findings warrant further investigation
through regression analysis to test for causality and control for
confounding variables.

Predictor Variable Coefficient () Std. Error t-value p-value
Firm Size (Log Assets) 0.462 0.091 5.08 0.000***
Profitability (ROA) 0.213 0.089 2.39 0.019**
Board Size 0.321 0.105 3.06 0.003***
Foreign Ownership 0.399 0.117 341 0.001***
Constant 21.47 4.88 4.40 0.000

R2=0.48 | Adjusted Rz = 0.45 | F-statistic = 16.21 | p < 0.001

Interpretation of Table 3

The multiple linear regression model explains approximately 48%
of the variance in climate risk disclosure scores (R? = 0.48),
indicating a moderately strong model. All four independent
variables, firm size, profitability, board size, and foreign
ownership, are significant predictors of disclosure practices.

Firm size shows the strongest positive influence (f = 0.462, p <
0.001), reinforcing the idea that large firms are better equipped to
meet disclosure expectations. Foreign ownership is also a
significant predictor (B = 0.399, p = 0.001), which supports the
view that firms exposed to international capital markets are more
aligned with global climate reporting norms.
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Board size and profitability are both statistically significant and
positively associated with disclosure. The coefficient for board size
(B = 0321, p = 0.003) indicates that diverse or expanded
governance structures might facilitate more robust climate
oversight. Profitability, while statistically significant (B = 0.213, p
= 0.019), has a relatively smaller impact, implying that economic
strength alone may not be sufficient for high-quality climate
disclosure.

These findings confirm the multidimensional nature of climate
reporting behavior and highlight the role of both internal
governance and external pressures.
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Table 4: Robust Regression (OLS with Robust Standard Errors)

Predictor Variable Coefficient (B) Robust Std. Error t-value p-value
Firm Size (Log Assets) 0.444 0.096 4.63 0.000***
Profitability (ROA) 0.209 0.093 2.25 0.026**
Board Size 0.298 0.110 2.71 0.008***
Foreign Ownership 0.392 0.124 3.16 0.002***
Constant 22.33 511

Robust R2 = 0.46 | Adjusted R2 = 0.43 | Wald F(4, 95) = 14.79 | p < 0.001

Interpretation of Table 4

The robust regression confirms the findings of the ordinary least
squares (OLS) regression model while correcting for potential
heteroskedasticity. The R2 value remains high (0.46), suggesting
that the explanatory variables account for nearly half the variability
in disclosure outcomes even after statistical correction.

All predictor variables remain statistically significant, with
coefficients very close to those reported in the OLS model. The
consistency of results across both models strengthens confidence in
the robustness of the findings. Notably, firm size (f = 0.444) and
foreign ownership (B = 0.392) continue to have the largest
influence on climate risk disclosure, confirming that external
visibility and investor structure are primary drivers of
transparency.

Board size (B = 0.298) again proves significant, suggesting that
board diversity and capacity play a practical role in encouraging
proactive environmental governance. The slightly reduced
coefficient for profitability (B = 0.209) maintains statistical
significance, showing that economic capacity remains a
contributing, but secondary, factor.

The use of robust standard errors provides greater validity and
ensures that heteroskedasticity does not distort the regression
estimates, making these findings reliable for policy and academic
recommendations.

Discussion of Findings

Climate Risk Disclosure Practices Remain Uneven

The results from the frequency analysis indicate that climate-
related disclosures in emerging markets are still uneven and
partially developed. While many firms report on governance
structures and emissions, there is a notable gap in areas like
scenario analysis and metrics/targets. This reinforces earlier
research (e.g., Kansal et al., 2021) that points to selective reporting
behaviors in emerging economies. The relatively low disclosure in
strategy and risk management areas suggests that firms may not be
fully integrating climate risk into their long-term business
planning, potentially due to knowledge gaps, limited regulatory
pressure, or resource constraints.

Firm Size as a Strong Predictor of Disclosure

Both the correlation and regression results indicate that larger firms
are more likely to disclose climate-related risks. This confirms the
argument that firm size correlates with greater public scrutiny,
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better access to resources, and stronger internal reporting systems.
Larger firms often face international exposure, stakeholder
expectations, and reputational pressures that drive more transparent
disclosure practices (Amel-Zadeh & Serafeim, 2019). Smaller
firms, by contrast, may lack the infrastructure or incentives to
prioritize such reporting.

Foreign Ownership and International Influence

Foreign ownership emerged as a significant predictor of climate
risk disclosure, aligning with prior literature that highlights how
foreign investors often impose higher standards of transparency
and ESG alignment (Okafor et al., 2021). Firms with international
ownership are more likely to adopt globally accepted frameworks
such as the TCFD and are under greater pressure to meet
international expectations for risk transparency. This finding
suggests that globalization can serve as an indirect regulatory force
in the absence of strong domestic disclosure requirements.

Governance Structures Matter

Board size was found to significantly influence disclosure
practices. Larger boards may include more diverse expertise,
including individuals with sustainability backgrounds or greater
awareness of global climate policy trends. This supports the theory
that effective governance is a key enabler of ESG performance
(Dissanayake et al., 2021). Boards with environmental oversight
mechanisms are more likely to prioritize transparent climate
reporting, which is critical for stakeholder trust and regulatory
compliance.

Profitability Is a Secondary, Yet Relevant, Factor

Profitability showed a significant but weaker relationship with
climate disclosure. This implies that while financially stable firms
are better positioned to invest in sustainability and reporting tools,
profit alone does not guarantee high levels of disclosure. It is
possible that some highly profitable firms remain underregulated or
are less exposed to international scrutiny, which may reduce their
incentive to disclose environmental risks. This calls into question
the assumption that economic performance alone drives better
reporting behavior in emerging markets.

Implications of the Findings

Need for Stronger Regulatory Frameworks in Emerging
Markets

The uneven nature of climate disclosures, especially in forward-
looking areas like scenario analysis and transition risks, signals a



ISAR ] Econ Bus Manag; Vol-3, Iss-8, 2025

critical gap in regulatory enforcement. Policymakers in emerging
markets should adopt or strengthen mandatory disclosure standards
aligned with global frameworks like the TCFD. Clear guidelines
and penalties for non-disclosure could help standardize practices
and reduce the discretion firms currently exercise in their reporting
behavior.

Capacity Building for Small and Medium Enterprises (SMESs)

Since firm size strongly predicts disclosure, capacity-building
initiatives targeted at smaller firms are essential. Government
agencies, international donors, and industry associations can
provide training, digital tools, and incentives to help SMEs
understand and implement climate disclosure frameworks. Without
such support, climate transparency in the private sector may remain
the privilege of large corporations.

Foreign Investment Can Be a Lever for Climate Accountability

The influence of foreign ownership on disclosure suggests that
encouraging foreign direct investment (FDI) and public listings on
international stock exchanges can indirectly raise corporate
transparency standards. Emerging market regulators should
therefore view foreign investment not just as a capital inflow, but
also as a potential source of governance improvement and climate
accountability.

Strengthening Corporate Governance Systems

Boards play a vital role in shaping the ESG orientation of firms. As
such, reforms that encourage board diversity, environmental
oversight committees, and director training on sustainability issues
could enhance disclosure practices. Corporate governance codes
should explicitly integrate climate responsibility as part of board
duties.

Conclusion

This study investigated the climate risk disclosure practices of
firms in emerging markets, with a specific focus on the relationship
between firm-level characteristics and the extent of disclosure. The
findings indicate that while many firms have made strides in
disclosing basic environmental information, especially regarding
governance and emissions, gaps remain in strategic and risk-
oriented aspects of climate reporting. Firm size, foreign ownership,
board size, and profitability were all found to be significant
determinants of disclosure practices, with larger and internationally
exposed firms showing more comprehensive reporting behavior.
The results affirm the relevance of both internal (governance and
performance) and external (ownership and market pressure) drivers
in shaping climate transparency in emerging economies. However,
the overall level of disclosure remains inconsistent, and critical
elements such as scenario analysis and quantifiable targets are
underreported. This highlights the ongoing need for regulatory
strengthening, institutional support, and awareness-building in less
mature financial systems.

As climate change continues to pose systemic risks to economies
and businesses, it is essential that firms in emerging markets align
their reporting with international standards to ensure resilience,
attract responsible investment, and contribute meaningfully to
global sustainability efforts.
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Recommendations
i Governments and financial regulators in emerging markets
should adopt mandatory climate risk disclosure requirements
aligned with frameworks such as the Task Force on Climate-
related Financial Disclosures (TCFD). These mandates should
include enforcement mechanisms to ensure compliance across

all major sectors.

ii. Small and medium-sized enterprises should receive technical

and financial assistance to build their internal capacity for
environmental reporting. This includes providing training,
standardized reporting templates, and access to climate
disclosure software.

iii. Firms should be encouraged, through governance codes or

listing rules, to establish board committees specifically
focused on sustainability and climate oversight. Board
training programs on ESG and climate-related risks should
also be institutionalized.

iv. Policymakers should facilitate more cross-border investments

and international partnerships that can expose domestic firms
to higher ESG expectations. Stock exchanges could promote
ESG indices and require climate disclosure for cross-listings.

V. Regulators and industry groups should promote integrated

reporting models that combine financial and non-financial
disclosures in a unified framework. This approach will help
firms internalize climate risk as a material factor in business
strategy rather than treating it as an optional CSR initiative.
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