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Abstract:  
 
Sustainability reporting has gained increasing interest during the last few decades, 
however, until this day it still remains a rather voluntary practice. The TCFD was 
established to promote financial stability in the international market and to improve 
the quality of the climate-related disclosures. While sustainability reporting and the 
motives that drive companies to adopt the practice of disclosing information in 
relation to their environmental, social and governance issues has been extensively 
researched, TCFD has received less attention. Prior literature on TCFD is very limited 
and has mostly been focusing on studying French and European companies’ adherence 
to TCFD reporting. 
 
The purpose of this study is to discover how Finnish companies have adopted TCFD 
reporting. The aim is to understand the challenges that companies are facing with 
TCFD reporting and understand the drivers that motivates them to adopt voluntary 
TCFD reporting practices. This is done by conducting a content analysis that followed 
interviews with companies’ representatives. Institutional theory is the underlying 
theoretical framework being used in this research to help to understand the drivers 
behind TCFD reporting.  
 
It was found that Finnish companies have adopted the TCFD reporting practice well 
on general level, however, the implementation of the disclosures is still in the early 
stage and thus, leaves room for improvement. The ultimate purpose of the TCFD, 
seeing the financial impacts of the climate-related risks and opportunities, is not 
realized because of the lack data and confidentiality issues.  
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1 INTRODUCTION 

1.1 Background 

Climate change is a global concern (UN, 2021). Climate-related physical and transitional risks are 

becoming more transparent to investors and stakeholders as governmental bodies actively take 

aggressive mitigation strategies and create ambitious carbon neutral targets. Investors are 

increasingly interested in how companies are dealing with these risks and want to see related 

disclosures. (TCFD, 2017.) Stakeholders want the private sector to hold accountability for 

environmental degradation and climate change and want to see firms shift capital towards 

sustainable investments. These types of actions are equally due now with the private investments 

as they have been with public. (European Commission, 2020.) Due to the growing interest in 

climate-related disclosures, companies who are not disclosing are likely to struggle to create value 

when we start to see more impacts of the climate change (Naik, 2021).  

Increased interest, and concern, in climate matters has led to exponential growth in sustainability 

reporting during the last few decades (Grewal & Serafeim, 2020). Studies by different 

organizations, e.g., the European Central Bank and the World Bank (Reghezza et al.,2021; 

Hellegatte et al., 2020) and researchers (e.g. Eccles et al., 2014) have shown that companies with 

better Environmental, Social and Governance (ESG) performance produced higher returns for 

their investors compared to companies with lower ESG records. As annual reports serve as one of 

the information sources for investment decision, companies have begun to disclose their 

sustainability, including environmental, issues in their annual reviews. (EY, 2021.)  

The terms sustainability, corporate social responsibility (CSR) and ESG are used when reports 

with emphasis on environmental, social and governmental issues needs to be separated from 

financial reports (Jebe, 2019). Sustainability reporting is defined by the Global Reporting 

Initiative (GRI) to be a report about organization’s social, economic, and environmental aspects 

while the CSR approach defined by Carroll (1999) refers to a broader non-financial reporting, 

which includes economic, ethical, legal, and environmental aspects (GRI, 2021). Environmental, 

and therefore, climate-related reporting falls under the category of sustainability reporting.  

Despite the increasing importance of climate-related related reporting there is no universal 

standard that would guide it (European Commission, 2021). The case with sustainability 

reporting is similar. Even though ESG reporting has been around for decades and that 

stakeholders, different non-governmental organizations (NGOs) and the public have shown 
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increasing interest towards it, sustainability reporting still remains mainly a voluntary practice 

(Bhimani et al., 2016). The Global Reporting Initiative (GRI) is one of the most used frameworks 

in sustainability reporting (Alonso-Almeida et al, 2014). The GRI was founded in 1997, however, 

the GRI guidelines were not published until 1999. The GRI guidelines contain 49 core indicators 

and 30 additional indicators that are organized under economic, environment and social 

performance (GRI, 2021). While the GRI is generally considered to be a good start for 

sustainability reporting, some researchers have expressed their criticism on the framework 

because of the discretion that allows firms to select the information they want to report (Alonso-

Almeida et al, 2014). 

Sustainability Accounting Standards Board (SASB) has also developed sustainability reporting 

guidelines. The framework is designed to act as communication tool for investors and therefore, 

it focuses on issues that are most important to know and understand from the investors point of 

view. In addition to the focus on the financially material issues, the guideline is industry specific 

and similarly to the GRI guidelines, the SASB guidelines have focus on economic, social and 

environmental issues. (SASB, 2021)    

While other sustainability reporting frameworks contain the whole ESG spectrum, the Task Force 

on Climate-Related Financial Disclosure (TCFD) is concentrated solely on climate-related issues. 

Also, while the other frameworks include environmental and climate change aspect, they guide 

organizations to report on how they are affecting the environment or climate change, however, 

the TCFD framework takes the reversed approach as the TCFD makes companies think how 

climate change affects the firm and its operations. Globally, a 1.5°C pathway implies transition 

risks such as carbon pricing, legislation and overall market shift. Whereas, if we continue business 

as usual, emission as usual, that is where the physical risks manifest themselves, indicating global 

warming averages of 4°C or above. Whichever road we reach globally, the TCFD framework 

ultimately encourages companies to look at these different scenarios to prepare for the carbon 

constrained world through transitional risks but also these physical risks of climate change that 

the world is equally already experiencing. Investors are also interested to seek knowledge on the 

opportunities or potential competitive advantage within these scenarios. (TCFD, 2017). 

The Financial Stability Board (FSB) created the Task Force in 2015 to guide firms towards more 

consistent climate reporting. Led by Michael Bloomberg and having 31 international members 

including financial sector and large companies, accounting and consulting firms and credit rating 

agencies, the TCFD framework was initially developed for the financial sector but soon became 
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popular amongst the non-financial firms as well (TCFD, 2018). The Task Force published its final 

recommendations in 2017, which included four core elements – governance, strategy, risk 

management and metrics and targets. Under each of these four key elements the framework 

comprises of eleven guiding reporting indicators that are mostly descriptive recommendations. 

The aim of these 11 disclosures is to help companies understand the way they operate and to 

recognize relevant climate-related risks and opportunities that are financially material to the firm. 

(TCFD, 2017; Finance Finland, 2018).  

This thesis will investigate how Finnish companies have adopted recommended disclosures of the 

framework and what challenges they have had when reporting in accordance with TCFD. 

Additionally, it will look what motivated companies to adopt TCFD reporting. Because the TCFD 

framework is still quite young, there is limited amount of research done in the field (O’Dwyer & 

Unerman, 2020). Prior literature has found different reasons for adopting the voluntary practice 

of sustainability reporting, however, the TCFD perspective has been previously left out. The 

theoretical framework used in this study is the institutional theory that will help to understand 

the underlying reasons for voluntary reporting practices.  

In France, the French Market Authority (AMF, Autorité des marchés financiers) (2020) and 

Demaria and Rigot (2021) have conducted a study on French companies’ compliance with TCFD 

framework. However, the study made by the AMF consists only of companies operating in the 

financial sector, Rigot and Demaria (2021) use a sample consisting of companies listed on 

Euronext Paris. Moreover, the European Reporting Lab (EFRAG) has performed a study on 

European companies TCFD adherence. To this date and to my knowledge, this is the first study to 

look into Finnish companies’ adherence to TCFD reporting guidelines and the challenges related 

to them. The subject is very topical, and it aims to contribute to academic literature and 

practitioner’s literature by illustrating the reasons for implementing TCFD reporting in the first 

place but also to shed light on the challenges that companies face when integrating the framework 

as part of their reporting practices.  

1.1 Purpose of the study and contribution to existing literature 

The purpose of this paper is to analyze TCFD reporting in Finnish companies. The main research 

questions, therefore, are: 

1) To what extent companies’ reports meet the disclosure requirements? 
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2) What are the drivers and challenges that companies face when trying to follow the TCFD 

recommendations?  

The purpose of this study is thus twofold. The first question will analyze the extent to which the 

recommendations have been implemented, the relevance of the reported information and 

adherence of the reports to TCFD recommendations. The first question is based on the content 

analysis, while the second question is based on the interviews with firm representatives. The 

second research question will investigate the factors contributing to TCFD reporting as well as the 

challenges companies are facing when reporting according to the TCFD framework. In the second 

question, the idea is to go deeper into the problems and drivers of TCFD reporting to gain a deeper 

understanding of the phenomena.  

This paper will contribute to the existing literature by providing a thorough overview of the state 

of TCFD reporting in Finland. To my knowledge, this is the first paper to make such an extensive 

research analysis on how compliant Finnish companies are with the recommendations of the 

TCFD framework. Demaria and Rigot (2020) have made a similar study analyzing whether the 40 

biggest publicly listed firms in France traded in Euronext Paris disclose their climate-related risks 

and are they compliant with the TCFD. However, this study is more up to date as the period for 

content analysis is 2021.  

Additionally, the TCFD reporting is still quite new and the topic very current. In 2019, the PRI 

(Principles for Responsible Investment) announced that it made several sustainability indicators 

mandatory for all PRI signatories. One of these factors was the TCFD aligned reporting 

framework. As the topic is still fresh, the academic research on TCFD is incipient. The EU Non-

Financial Reporting Directive (NFRD) came into force in 2014 and was implemented into national 

legislation by 2016. The Directive’s guidelines on disclosing climate-related information are based 

on TCFD framework. Thus, this paper contributes not only to literature on sustainability but also 

to practitioners and regulators because of its thorough approach.  

1.2 Scope of the study 

In this thesis, 14 Finnish companies that disclose sustainability reports as a part of their annual 

reviews or separate sustainability reports will be examined. The TCFD is maintaining a list (TCFD 

Supporters) of organizations that have or are going to implement the framework into their own 

non-financial reporting. The firms to be analyzed in this study are based on TCFD supporters list.  
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The analysis will concentrate on reports published in 2021 and cover the financial year 2020. The 

data is gathered from publicly available sustainability reports, annual reviews and interviews with 

sustainability managers or other sustainability professionals of the firms. In total, 11 interviews 

were conducted. Content analysis is done based on the sustainability reports and annual reviews. 

A review of companies’ adherence to TCFD guidelines will be conducted. Here, the idea is to find 

out what are the areas where companies are successful and what are the “blind spots” in their 

TCFD reporting. The interviews will complement the content analysis by revealing what are the 

challenges that firms face with TCFD reporting.  

In addition to regular recommendations - governance, strategy, risk management and metrics 

and targets -, the TCFD has issued supplement guidance for financial and non-financial sectors. 

These recommendations are part of the scope of this thesis. Also, scenario analysis will be 

examined only to the extent that it is described in disclosure C of strategy category.  

1.3 Structure of the paper  

The remainder of the paper is organized into six sections. The first chapter will discuss what is 

ESG and how sustainability reporting has developed over time. It will also provide insight on the 

state where sustainability reporting is now and the reasons that drive companies to adopt 

sustainability reporting. Additionally, the chapter will present the theoretical framework for the 

study. A thorough introduction of the TCFD framework will be presented in Chapter 3, along with 

prior studies of the subject. Section 4 will present the methodology used in this research, and 

section 5 will present the results. Discussion and conclusion will follow in sections 5 and 6.   
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2 LITERATURE REVIEW  

Sustainability reporting is predominantly a voluntary process considering the general lack of 

regulation as well as absence of a unified reporting framework. Still, many companies choose to 

publish ESG reports. (Iannou & Serafeim, 2011.) There is extensive research studying the 

rationales behind voluntary sustainability reporting (Bhimani et al., 2016). One of the main 

reasons to disclose ESG information is to increase transparency between the organization and 

stakeholders and thus, to reduce the information asymmetry. By providing stakeholders with 

transparent information of company’s sustainability issues, the company can mitigate speculation 

resulting from information asymmetry and consequently reduce the overall risk level of the 

organization. (Geetrs et al., 2021; Villiers & Maroun, 2017.) 

As institutional theory is often used to describe the factors (both, preventative and contributing) 

that drive the institutionalization of a new practice, in the light of theoretical background, it could 

also help to understand the motivators behind TCFD reporting practices (Berrone et al., 2010). 

Additionally, it could also shed light on the challenges that are related to the TCFD reporting.  

The chapter will begin with a short introduction of what ESG is as it will help to navigate where 

does the TCFD reporting stand in relation to ESG reporting. After exploring the term ESG, the 

chapter will dive into evolution of sustainability reporting and discuss the potential consequence 

of voluntary sustainability reporting: greenwashing. Institutional impact to sustainability 

reporting will be the concluding section of Chapter 2.  

2.1 ESG and sustainability reporting 

The abbreviation ESG stands for Environmental, Social and Governance. As outlined in Table 1, 

the environmental pillar of the ESG refers to factors such as climate change, natural recourses, 

pollution and waste as well as opportunities in the environmental sector. To simplify the meaning 

of the E pillar, it can be understood to be the way companies treat the planet. The S pillar of the 

ESG refers to factors such as human capital, product liability, stakeholder opposition and social 

opportunities. The social pillar can be understood to be as a way companies treat people, while 

the governance pillar relates to the way a company is being managed. Thus, the governance pillar 

of the ESG refers to corporate governance and corporate behavior. (PwC, 2021; Morningstar 

2020) The Table 1 illustrates examples of the environmental, social and governance factors.  
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ESG 

Environmental Social Governance 

• Climate change 

• Natural recourses  

• GHG emissions 

• Waste management 

• Biodiversity 

• Human capital 

• Product liability 

• Human rights 

• Stakeholder opposition 

• Health and safety 

• Corporate Governance 

• Corporate behavior 

• Bribery and corruption 

• Board diversity 

• Code of ethics 

 
Table 1. What is ESG? (PwC, 2018). 

ESG reporting can often be seen referring to CSR reporting, non-financial reporting or 

sustainability reporting. The concept of ESG reporting can be seen as a tool of communication 

between the company and its stakeholders. In the report, companies provide information that 

financial reports cannot capture, information related to environment, social and governance 

matters (Rahman & Alsayegh, 2021). Sustainability reporting can be seen as a synonym to ESG 

reporting – companies use it not only to communicate their ESG goals but also their progress 

related to these goals (BCCCC, 2021). TCFD reporting is part of ESG reporting as it belongs to the 

environment pillar.   

2.2 Evolution of sustainability and climate reporting 

Financial reporting can be traced back to 1494, when Luca Paciolo described the double entry 

bookkeeping system that is similar to the system that is still used today. Following this, the 

Amsterdam Stock Exchange was established in 1602 when the Dutch East India Company was 

established that same year. It was the first company to issue shares for its shareholders and those 

shares could be traded on the stock exchange. At this time, firms started to publish their financial 

reports to help investors with their decision making, and the Commercial Act (trade law) was 

established in France in 1673 (Gulin et al., n.d). There was no regulation concerning financial 

reporting until 1844 when the English Companies Act came in force. The act required companies 

to publish audited balance sheets for investors. The Act was, however, dropped during following 

years and did not came back until the early 1900s. (Scott, 2015.) 
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Sustainability reporting is a younger practice compared to financial reporting, however, corporate 

social responsibility existed in some form already in the pre-industrial societies with emphasis on 

social issues. Working conditions were very different compared to today as the factories were hot 

with no air conditioning, lighting was poor which exposed workers to accidents and working hours 

were closer to 15 hours per day. Towards the end of the Industrial Revolution, people become 

more aware of the environmental impacts - such as air pollution - of the industrialism and the 

emphasis from social issues started to shift towards environmental issues. (Harmaala & Jallinoja, 

2012) Despite societies and organizations becoming more aware of the CSR issues, no reports 

were filed until 1900 (Hogner, 1982). Early forms of modern sustainability reporting can be traced 

to the early 1900s according to Hogner (1982). He studied annual reports of the US Steel from 

1901 to 1980 and found general comments regarding CSR. He found that the information on the 

CSR issues did not appear in the annual reports every single year, but the information contained 

good and bad news of CSR. The content of the CSR issues included comments on human recourses 

and community involvement, disclosures on the environmental issues were included in late 

1960s. (Hogner, 1982.) 

In 1940 and 1950, two researchers approached the sustainability reporting from the external and 

internal perspectives (Carroll & Beiler, 1975). Theodore J. Kreps studied different approaches of 

how companies’ contributions to the overall goals of the economic system could be measured, as 

he stated, that the basic profit-loss accounting was not enough. The goals that Kreps thought 

should be included in the economic goals were related to health and education, innovation and 

creation of more opportunities for individuals. Howard J. Bowen created a system in 1950 for 

external auditors. Using this system, auditors could assess firm’s performance in HR, wages, 

community and public relations. Despite external auditors conducting the evaluation, the system 

was intended to be used for management purposes and it was not intended to be made public. 

(Carroll & Beiler, 1975; Hess, 2008) 

Awareness of environmental issues started to grow further in 1960 when Rachel Carson published 

her book “Silent Spring” in 1962 (Harmaala & Jallinoja, 2012). The main message of the book was 

that humans have powerful but negative effect on the planet, Carson (1962) argued about the 

detrimental effects that the pesticides have on the environment. The book sparked controversy on 

the chemical industry and led the US Government to ban a pesticide called DDT. Also, the book 

is often associated with the emergence of the environmental movement. (Harmaala & Jallinoja, 

2012)  
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First sustainability reports began to emerge in 1970, in the form of social reports made by 

European and US multinationals (Hess, 2008; Kolk, 2010). However, these reports were 

produced by companies’ for their internal use only. To identify the irresponsible firms, some 

stakeholders developed their own social audits in order to pressure firms to make their social 

reports public. This, however, did not work, as managers were waiting for social reporting to 

become mandatory and public (Hess, 2008). During the 70s, the first accounting studies 

regarding environmental issues began to emerge. One of the major issues that happened during 

1970s was introduction of the first environmental protection laws. (Rimmel, 2020).  

Sustainability, and environmental, issues became more relevant in 1980s, and research related to 

environmental reporting began to grow (Villiers & Maroun, 2017; Rigot & Demaria,2021). The 

decade was full of different environmental disasters, which led stakeholders to demand their 

companies, especially the companies that operate in sensitive and polluting industries, to take 

responsibilities for their actions and to publish broad and accurate narratives on their social and 

environmental issues (Thaslim & Antony, 2016; Harmaala & Jallinoja, 2012). At the time, ESG 

reports primarily emphasized environmental issues (Hahn & Kuhnen, 2012). Sustainability 

reporting gained further prominence at the end of the decade, when the so called “Brundtland 

Report” came out in 1987 and famously defined the term sustainable development as “Sustainable 

development is development that meets the needs of the present without compromising the ability 

of future generations to meet their own needs” (United Nations, 1987; Aifuwa, 2020). According 

to Kolk (2004), the first separate environmental report was published in 1989.  

The need and interest towards sustainability issues grew further in the 1990s, when multinational 

enterprises were required to report about their commitments to issues such as prevention of 

human rights violations and environmental pollution (Kolk, 2003). One of the drives for ESG 

reporting were the reports issued by Ben & Jerry’s Homemade Inc. and the Body Shop. Their 

reports had emphasis on social issues. Their reporting practices put pressure on other companies 

to issue their sustainability reports. Also, governments and NGOs began to involve themselves 

trying to make sustainability reporting more mainstream. This followed the emergence of the GRI 

Guidelines that were first released as draft in 1999, and first companies began to report following 

those guidelines (Hess, 2008). Scientific researchers increased their interest in sustainability 

reporting and the number of research grew significantly towards the end of the decade (Rimmel, 

2020). Following the increased interest in academia and public towards the ESG reporting, 

reports started to integrate both social and environmental aspects equally (Hahn & Kuhnen, 

2012). 
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In Finland, the first companies to publish their sustainability reports were firms operating in 

environmentally sensitive industries such as the chemical industry, forestry and energy 

(Rohweder, 2004). Niskala and Pretes (1995) studied 75 Finnish firms operating in these 

environmentally sensitive industries. They conducted a content analysis of these firms’ reports in 

1987 and 1992, and found that the reports contained mostly qualitative data. Important findings 

of their results were that even though there was a major increase in the level of the reports from 

1987 to 1992, less than 50 % of the sampled firms disclosed information on about environmental 

issues (Niskala and Pretes (1995).  

After the turn of the millennium, public awareness of environmental pollution, protection and 

development increased, which resulted in issuance of various guidelines and regulation. Articles 

related to environmental and sustainability reporting in accounting have grown and their quality 

have improved. While the first studies made in the field were mostly narrative, in the 21st century 

they have developed to address more complex issues of the subject. During the past decade, 

sustainability reporting has been widely integrated into annual reports and further emphasis is 

put on the environmental aspects (Rimmel, 2020). O’Dwyer and Unerman (2020) found that the 

research on integrated reporting has also increased significantly during the past 10 years.  

2.3 Voluntary practice of sustainability reporting 

To a large extent, sustainability reporting is still voluntary today, however, about 80 % of 

companies worldwide choose to report on sustainability issues (KPMG, 2020). The EU requires 

large public companies to report on their ESG issues. Therefore, the Non-Financial Reporting 

Directive (NFRD) applies to companies that employ over 500 people. It requires banks, insurance 

companies and firms that are considered as public-interest entities by national authorities to 

report their non-financial information, such as environmental and human rights issues as well as 

board’s diversity (Commission, 2014). The NFRD has a supplement guidance about climate-

related reporting. This supplement guidance is largely based upon the TCFD recommendations 

(European Union, 2019).  

In relation to the EU Green Deal and Sustainable Finance Package, the EU has published a 

proposal for Corporate Sustainability Reporting Directive (CSRD) which would replace the 

existing directive concerning non-financial reporting. The CSRD would make sustainability 

reporting mandatory for all large listed and non-listed companies, and it would require assurance 

to the information disclosed in sustainability reports. Additionally, the proposal would contain 

stricter and more detailed reporting requirements, including a notion on disclosure of negative 
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information. A big emphasis in the new proposal is on the environment. This is in line with EU’s 

target to become carbon-neutral by 2050. (European Commission, 2021). 

Figure 1 illustrates how many Finnish companies have disclosed their Corporate Responsibility 

information during the years 2009 - 2017. In 2009 there were 121 companies that published 

sustainability reports, but the number of reporters grew by almost 30 % by 2011. Since 2011, the 

number of reporters has been steadily around 150 to 165. While not visible in Figure 1, the same 

PwC report (2018) reveals that the number of companies asking for assurance for their CSR 

reports was 39 in 2016 and 2017. The PwC studied 594 companies that were listed on 

Talouselämä’s annual listing of Finnish biggest firms measured by net sales (PwC, 2018).  

 

Figure 1. The number of companies in Finland that disclosed CSR reports between 2009-2017 

(PwC, 2018).  

2.3.1 What motivates companies to adopt voluntary sustainability reporting 
practices? 

The drivers of voluntary sustainability reporting have been extensively researched (Healy and 

Palepu, 2001). Voluntary sustainability reporting can be used as a communication mechanism by 

the organization to its stakeholders (Kuisma, Halme and Rintamäki, 2013). According to 

Gutterman (2020) companies use sustainability reports to communicate their ESG efforts to their 

stakeholders by providing insights on the successes and challenges the company has faced. This 
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way, sustainability reports increase transparency of the firms and thus, ESG reports can even be 

used to improve the reputation of the company in the eyes of certain stakeholders (Gutterman, 

2020).  

Additionally, companies adopt ESG reporting because they follow the lead of competitors and 

market pressures, or they adopt the practice because they want to gain competitive advantage.  

(Chandy and Tellis 2000). Bhimani et al. (2016) have identified that especially late adopters of 

sustainability reporting have adopted the practice because of market pressure. Hedberg and von 

Malmborg (2003) argue that companies take on sustainability reporting in order to gain or 

maintain legitimacy. Also, it was found that companies take on sustainability reporting because 

they want to show that they have nothing to hide, while Alonso-Almeida and Llach (2014)have 

found that especially companies operating in polluting sectors adopt sustainability reporting 

because it makes them look better (Brammer and Pavelin, 2004).  

Stakeholder pressure has been identified as one of the drives of voluntary sustainability reporting 

Companies are engaging stakeholders in their materiality assessments. This is to make sure that 

they focus on matters that are not only important for the company but also for their stakeholders. 

By engaging stakeholders, companies can provide them with the necessary information for their 

decision-making process (Sinclair-Desgagne and Gozlan 2003).  

Another driver for voluntary ESG reporting is that by publishing sustainability reports companies 

can increase they corporate image (Bhimani et al., 2016). Bhimani et al. (2016) found that this is 

one of the drivers that motivates Finnish companies to engage in voluntary sustainability 

reporting, however, in the same study, they also found that despite the efforts to increase 

corporate image using sustainability reporting practice, the goals were not attained. Other 

international studies have also found indicators that the voluntary practice of sustainability 

reporting has been used for managing corporate image. Additionally, Popoli (2011) have found 

that ESG reports are used for advertisement and branding purposes.  

Past literature has identified that sustainability reporting is used to secure financing and it allows 

companies for lower cost of capital (Cheng et al., 2014). Different studies have confirmed that 

incorporating ESG factors in reporting and being sustainable provides the organizations with 

better access to finance and lower rates for loan. Companies are rated based on their ESG 

performance. This data is collected from their sustainability reports. When evaluating risks, 

companies with higher ESG performance poses lower risks for the bank which can result in lower 
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interest. (Attig, El Ghoul, Guedhami and Suh, 2013; El Gouhl, Guedhami, Kwok and Mishra, 

2011).  

TCFD differs from earlier climate-related reporting in that it seeks for disclosures on how the 

climate change and transition to climate friendly business is impacting a company financially 

rather than how a company is impacting the climate (TCFD, 2017). The framework is still quite 

new so there is very limited research on the topic (Rigot & DeMaria, 2021). KPMG has published 

a research about sustainability reporting, called the KPMG Survey of Sustainability Reporting 

2020. The study consists of two samples, one with 5200 firms containing big and mid-cap firms 

and the other sample included 250 world’s largest companies listed in the Fortune 500. According 

to the study, almost 20 % of the 5200 sample have adopted the TCFD guidelines. The proportion 

is even bigger with 250 world’s largest companies as one third of those companies report 

voluntarily in line with TCFD recommendations (KPMG, 2020).  

2.3.2 Greenwashing 

Given the unregulated nature of sustainability reporting, many have criticized ESG reporting 

practices. The lack of regulation as well as the absence of “gold standard” reporting framework 

cause a lot of variation between the reports and gives managers the discretion to decide what to 

report and what not to report. This can lead companies to disclose only the positive effects and to 

leave out the negative impacts on society, environment and other sustainability issues, which in 

turn can lead to high information asymmetry between managers and stakeholders. (Villiers & 

Maroun, 2017; Sarkis et al., 2011) The term greenwashing specifically refers to the activity of a 

company that is trying to create a picture where its sustainability performance is better than it 

actually is, by disclosing the positive information and withholding the negative information. (Lyon 

& Maxwell, 2011) Because of the unregulated nature of ESG reporting, companies can choose to 

which extent information is disclosed (Bhimani et al., 2016).   

Several studies have been published on this topic. For example, Paul (2008) found that the 

majority of sustainability reports only contain general data about sustainability. This information 

is often in a qualitative form and tends to discuss their ESG-related goals, commitments and 

aspirations instead of actual deeds. The information provided in sustainability reports not 

quantitative but rather descriptive and, therefore can remain quite shallow. Thus, it does not 

follow the same principles as the financial statement disclosures and therefore, the information 

is not transparent (Paul, 2008). In another study by Lewis (2016), he investigated sustainability 

reporting of the 250 Fortune Global companies, to examine whether they had committed to a 
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green supply chain or whether the corporations engaged in greenwashing. He found that about 

68 % of the sample were either engaged in greenwashing or that they disclosed information about 

their supply chain at general level, discussing only the value and goals (Lewis, 2016). 

Wedari et al. (2021) conducted a study where they investigated environmental disclosures of 150 

companies that are subject to the NGER Act1, “the high polluters”. They used content analysis and 

regression to examine whether greenwashing occurs in sustainability reports or not. They found 

evidence that companies disclosed a lot of information, but their actions and changes were 

marginal. They also concluded that poor environmental performers are more likely to disclose 

more environmental-related information to create a positive image of their performance, i.e. 

engaged in greenwashing (Wedari et al., 2021). Sarfaty (2013) claims that greenwashing occurs 

because sustainability reports are not verified by external assurance. Du and Wu (2019) found 

that verification of sustainability disclosures by third parties increases the credibility of the 

reports.  

2.4 Institutional rationale for sustainability reporting 

Venter and de Villiers (2013) argue that organizational structures, processes and practices, such 

as sustainability reporting, are a result of an institutional pressure. Firms are aware of how 

dependent they are of the environment and the society they operate in. They also realize that 

stakeholders have influence on their business. Thus, organizations adopt practices that are 

prevailing in their operating environment. When company peers are developing new practices, 

managers are concerned that if they do not follow, they will risk disapproval from some of their 

economically powerful stakeholders. It is beneficial for companies to be compliant with the 

emerging and existing norms and regulations, as it will earn them legitimacy among stakeholders. 

(Selznick, 2011; Camilleri, 2018)  

According to DiMaggio and Powell (1983) there are three isomorphic pressures that affect the way 

companies operate. These three institutional pressures -coercive, normative and mimetic- can 

help to understand why companies are adopting similar practices. As a result, DiMaggio and 

Powell (1983) conclude that these institutional pressures increase the homogeneity between 

different companies. In this study, the isomorphic pressures are used to help to understand the 

motives of adopting voluntary TCFD reporting practices.  

 
1 The NGER Act refers to the National Greenhouse and Energy Reporting Act that came into force in 2008. It is a 

reporting framework that requires companies to disclose information about their GHG emissions, energy production 

and consumption (Australian Government, 2019).  
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Coercive isomorphism is the result of formal or informal pressure from other organizations and 

institutions that the company is dependent on (DiMaggio & Powell, 1983). These organizations 

and institutions can be companies, customers, societies, governments and other stakeholders. 

According to coercive isomorphism, companies tend to adopt TCFD reporting, and sustainability 

reporting in general, because they see it as the only way to gain legitimacy from their key 

stakeholders. (Bhimani et al., 2016.)  

Public or governmental pressure stemming from regulation was found to have impact on the 

decision to publish ESG disclosures (Pedersen et al., 2013; Guthrie and Parker, 1989).  Guthrie 

and Parker (1989;1990) have studied Australian mining companies’ social reports and the drivers 

to publish them. In their first study in 1989, they found that only at times there is connection 

between public pressure and environmental reporting. A year later, they published new research 

where they examined the differences between UK, US and Australian companies’ social reports, 

and concluded that most disclosures containing information on sustainability issues are a result 

of public or governmental pressure (Guthrie & Parker, 1990). A similar study was conducted in 

Denmark, where Pedersen et al. (2013) studied the responses of Danish companies to 

governmental pressure in CSR reporting. The results by Pedersen et al. (2013) matched those of 

Guthrie and Parker (1990). Pedersen et al. (2013) found that governmental pressure does, indeed, 

have an impact on companies’ CRS reporting practices. Both of these findings indicate that 

coercive pressure from the government exists, which in turn confirms the mechanism of coercive 

isomorphism suggested by DiMaggio and Powell (1983).  

Normative isomorphism is stemming from professionalism, which is driven by similar education 

and interactions within professional networks where new information and existing models spread 

rapidly (DiMaggio & Powell, 1983). Other sources of normative isomorphism include previous 

employments and sharing of information through professional bodies. When starting in a new 

job, people bring knowledge and ideas gained from the past workplaces to the new one (Bhimani 

et al., 2016). Accounting professionals comply with existing accounting standards that are 

developed over time. Khan, Lockhart and Bathurst (2018) view sustainability reporting, which is 

something that companies have adopted over time, as a form of normative isomorphism. 

Similarly, TCFD reporting can be viewed as one, as the number of companies reporting according 

to it is constantly increasing (TCFD, 2021).  

Normative pressure can be seen stemming from non-governmental actors (Beddewela & 

Fairbrass, 2015). In Finland, different associations such as the Climate Leadership Coalition 
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(CLC) and the Finland’s Sustainable Investment Forum (Finsif) have launched activities to 

promote voluntary sustainability and climate reporting practices. The CLC has developed a TCFD 

Challenge where companies can, by joining the challenge, benefit from the network by receiving 

support to TCFD reporting from the network peers (CLC, 2021). The Finsif organizes a 

Sustainability Reporting Competition together with its partners, including among others the CLC, 

the Nasdaq and others (Finsif, 2019). The aim of the competition is to develop sustainability 

practices and reporting in organizations, to promote best practices and to award those companies 

that have high quality sustainability reports (Finsif, 2019).  

Mimetic isomorphism is often tied to reduction of uncertainty. High goals set by the organization 

or uncertainties in the operating environment can create pressure to mimic the activities of the 

more successful peers to gain legitimacy among stakeholders. Companies can model activities of 

the peers they consider successful even though, there is no hard evidence that these actions are 

successful (DiMaggio & Powell, 1983; Bhimani et al., 2016.) Unerman and Bennett (2004) argue 

that firms are adopting the same procedures as their peers because they fear to risk their 

legitimacy. Taking on sustainability reporting practice, or TCFD reporting can therefore be 

considered the result of companies trying to enhance and maintain their existence, especially 

relative to their competitors.  

In the same study by Pedersen et al. (2013), study that was discussed with coercive isomorphism, 

they found elements of mimetic isomorphism. According to their findings, mimetic isomorphism 

is common with practices that are new. Pedersen et al. (2013) interviewed company 

representatives and found that almost all (9/10) new time reporters were going through other 

companies CSR reports to find inspiration to their own reporting.  
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3 TCFD 

This Chapter is about TCFD. It will begin with a short summary of how the framework was 

established and then continue describing the recommendations. After the description of the 

recommendations, the presentation of the climate-related risks and opportunities will follow after 

what the financial impacts will be discussed. Past studies on TCFD will conclude the Chapter 3.   

During the Financial Crisis that took place in 2007 and 2008, the G20 were concerned that there 

is lack of understanding on climate-related risks. This could result in misallocation of capital in 

the global financial markets. Governments and NGOs are constantly creating strategies and 

targets to lower the GHG emissions in order to tackle the climate change. (TCFD, 2017.) One of 

these strategies is the EU’s Sustainable Finance Action where the idea is to channel private and 

public cash flows to support the transition towards more sustainable economy (European 

Comission, 2020). This, and other, climate change mitigation initiatives have not let unnoticed 

by investors who are demanding information of how companies are dealing with the risks and 

opportunities associated with changing climate. (TCFD, 2017.) 

To promote financial stability in the international market, The Task Force on Climate-Related 

Financial Disclosure (TCFD) was established in 2015 by the Financial Stability Board. It is 

governed by Michael Bloomberg and the former Governor of the Bank of England, Mark Carney, 

is supporter of the framework. The aim was to create more consistent, reliable and clear disclosure 

framework for companies to use and provide relevant information about climate-related issues to 

its stakeholders. The TCFD recommendations were released in 2017 after collecting feedback 

from the public during 2016 to 2017.  The framework was created from the financial sector point 

of view, but it can be used across industry sectors due to its widely adoptable recommendations. 

(TCFD 2015; 2017).  

TCFD is an international and mostly voluntary climate-related reporting framework that can be 

used as a tool to assess the economic impact of climate risks and opportunities and to support 

economic decision-making. The TCFD reporting is structured around four key categories -

Governance, Strategy, Risk Management, and Metrics and Targets- that are linked to one another, 

as shown in Figure 2. These four elements are supported by eleven recommended disclosures that 

guide the type of information firms should disclose and tell stakeholders of how companies are 

assessing climate-related issues. The eleven recommended disclosures are shown in Table 2. 

(TCFD 2017).  
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Figure 2. Four key areas of TCFD reporting. (TCFD 2017).  

As illustrated in Table 2, the Governance category is divided into two parts – board oversight and 

management responsibility. The aim of this category is to tell stakeholders how an organization 

is overseeing, managing and assessing climate-related risks and opportunities. The board 

oversight part should include information on the frequency that the board is informed about 

climate-related matters, whether climate-issues are considered when the board is thinking about, 

for example, strategy, budgets, setting performance objectives and M&A, and how the goals and 

targets of climate-related issues are monitored. The management responsibility part guides to 

discuss how climate-related issues are considered from the management perspective; companies 

should disclose whether there are management-level teams or committees responsible for 

assessing and/or managing climate issues, how they report and to whom, and provide description 

of the information process that includes main responsibilities of committees and other functions. 

(TCFD 2017). 

The strategy category is about understanding how climate-related risks and opportunities affect 

company’s business, strategy and financial planning, and the resilience of these matters in 

different time horizons. Strategy is divided into three sections, as shown in Table 2. The first 

section concerns identifying climate-related risks and opportunities and discussing in what time 

horizons they are relevant. Here, companies can discuss about the risks and opportunities that 

could have material financial impact. As stated in the second recommended disclosure of the 

GOVERNANCE

STRATEGY

RISK 
MANAGEMENT

METRICS AND 
TARGETS
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Strategy section, it focuses on the impact that these risks and opportunities have on the company’s 

business, strategy and financial planning. The framework guides the firms to view climate-related 

impacts more broadly, taking into account products, services, supply chain, adaptation and 

mitigation activities, R&D and operations. Once these implications are identified, they can be 

turned into quantitative information and taken into consideration when calculating operating 

costs and revenues, thinking about divestments and acquisitions, capital expenditures and access 

to capital as well as capital allocations. (TCFD 2017). 

The disclosure C - the third section seen in Table 2 - is also referred to scenario analysis. In this 

section, companies should focus to review and describe the resilience of their strategies in 

different climate scenarios. Here, companies should take into account different scenarios related 

to transitioning to lower carbon economy. The guidance on the TCFD framework is that the 

scenarios should be made for 2°C or lower. If it is relevant to the firm, they must also consider 

scenarios where physical risks are increased. A discussion about the resilience of the strategies to 

risks and opportunities, how the strategy might be affected and what are the time horizons related 

to different scenarios could also be considered. (TCFD 2017, 15-16). 

The TCFD has created a table for firms to help them identify their climate change related risks 

and opportunities and their potential financial impacts. The tables containing risks and 

opportunities will be presented in sections 3.1 Climate-related risks and 3.2 Climate related 

opportunities and the potential financial impacts will be discussed with the associated risks and 

opportunities. The scenario analysis will be discussed in section 3.4 Scenario Analysis. 

Risk Management disclosure focuses on the identification, assessment and management of 

climate-relates risks. As stated in Table 2, the first section relates to the identification and 

assessment of these risks and according to the framework, organizations should have a 

description of these processes. Also, they should discuss the significance of climate-related risks 

in relation to other risks, consider changing regulation and the size of the risks they have 

identified. According to the second section, firms have to discuss the processes that they have in 

place to manage these risks. This could include, e.g. mitigation activities and how they control for 

the risk. The last section refers to integration of climate-related risks to overall risk management 

– companies have to disclose how all these different processes are integrated into overall risk 

management. (TCFD 2017, 16-17).  

Metrics and Targets is the last of the four categories. This category helps the organization to get a 

big picture where they currently stand and encourages them to set targets and metrics to measure 
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their performance. The first disclosure guides to disclose the metrics that companies are using to 

measure and manage climate risks and opportunities. Here, companies should include figures on 

items such as consumption of water and energy. Additionally, the framework advises companies 

to disclose information on whether climate issues are taken into account in the compensation 

policies, as well as internal carbon prices and metrics for climate-related opportunities. As stated 

in Table 2, in the second section, companies should provide their Scope 1,2 and 3 GHG-emissions. 

The third section guides to disclose the targets that a company has set and how they measure 

them. Firms should disclose how the metrics are calculated or estimated if it is not clear. (TCFD 

2017, 17-18). 

Governance Strategy Risk Management Metrics and 

Targets 

Description of the 

Board’s oversight of 

climate change related 

risks and opportunities 

Description of the 

climate change related 

risks and opportunities 

over short, medium and 

long term 

Description of the 

processes to identify 

and assess climate-

related risks 

Disclosure of the 

metrics used to assess 

climate change related 

risks and opportunities 

Description of 

management 

responsibility in 

assessing and 

managing climate-

related risks and 

opportunities 

Description of impacts 

that the climate-related 

risks and opportunities 

have on business, 

strategy and financial 

planning 

Description of the 

process to manage 

climate change related 

risks 

Disclosure of Scope 1,2, 

and, if appropriate, 

Scope 3 emissions, and 

risks associated to them 

 Description of the 

elasticity of the 

corporate strategy 

using scenario analysis 

Description of how 

identification, 

assessment and 

management of risks 

are integrated into 

overall risk 

management 

Description of the 

targets used to manage 

climate-related risks 

and opportunities  

 

Table 2. Recommendations and Supporting Recommended Disclosures (TCFD 2017, 12).  
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3.1 Climate-related risks  

According to TCFD, the climate change related risks are divided into two groups, transition risks 

and physical risks. Transition risks create can costs and other financial impacts that result from 

shifting to a lower-carbon economy (Semieniuk et al., 2020). Physical risks are associated with 

the physical effects of the climate change such as extreme weather conditions. Transition risks 

include policy, legal, technology, market and reputation risks, while physical risks are further 

divided into acute and chronic risks. (TCFD 2017). Transition and physical risks are presented in 

Tables 2 and 3. 

3.1.1 Transition risks 

As stated in Table 3, policy risks can be related to evolving regulation to mitigate climate change. 

Different governing bodies, such as the EU, are constantly developing sustainability reporting and 

the requirements for sustainability reporting are likely to grow in the near future. In line with the 

Paris Agreement, countries will likely start to impose further regulation on emissions. These 

regulations could be in form of a requirement for emission reduction, carbon taxes and different 

carbon trade schemes which would result in increased operating costs. Other financial 

implications resulting from policy risks could be asset impairments due to policy changes or even 

asset write-offs. (Lash & Wellington, 2007; TCFD 2017.) 

Risk of litigation has increased in climate-related issues in recent years. Different actors have sued 

companies over climate issues which poses a big financial threat over companies. Litigation is 

costly which can be seen with higher operating cost and lower income, but also it imposes 

companies to reputational risks which can have even wider financial influence. (TCFD 2017.) The 

risk of litigation falls under the policy and legal risks, as outlined in Table 3.  

Market and reputation risks are strongly correlated with consumer behavior. As consumers 

become more aware of the sustainability issues, they start to demand products and services that 

are produced in an environmentally friendly way. Firms must be able to reply to this demand, and 

if the firm fails to succeed to fulfill those demands, the risk of negative reputation may become 

reality. Financial impacts of reputation risks can be significant, having negative impact on revenue 

and possibly even availability of capital. Physical risks, such as rising temperatures, can have a big 

impact on the market. For example, the rise of temperatures can affect the availability of recourses 

but also consumer needs – consumer require different kind of products and services in different 

weather. Therefore, changes in consumer preferences can reduce demand or certain products and  
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services which have impact on company sales. (Schultz & Williamson, 2005; TCFD 2017.) 

Technology risks are related to technological development. Firms are adopting and inventing 

ways to transition to lower-carbon and energy efficient systems. New innovations require R&D 

investments from the company but as there is no certainty that the new product or service will 

work, companies are taking a big risk with the R&D costs, as outlined in Table 3. If the investment 

is not successful, the firm could suffer a significant loss. (Furrer et al., 2000; TCFD 2017.)  

3.1.2 Physical risks 

Physical risks are further divided into acute and chronic risks, as shown in Table 3. Acute risks 

are event-driven and can occur due to extreme weather conditions such as hurricanes or floods. 

Chronic risks are occurring long-term due to climate change. Examples of chronic risks are rising 

sea levels and long-lasting heatwaves. Physical risks pose different companies to different 

challenges; however, some sectors are more vulnerable than others.  It should be noted that while 

the risks vary between sectors, the risks are also differently distributed across the globe. (Pinkse 

and Gasbarro, 2016; Romilly, 2007; TCFD, 2017.) 

Physical and chronical risks can pose firms for financial risks if they, for example, have production 

facilities or asset in some “high-risk” location. Hurricanes, floods and rising sea levels can cause 

damage to properties and other assets. Unbearable heatwaves pose risks for employees; heat can 

be a risk for employees’ health. Additionally, heatwaves can lead to the situation where employees 

are absent from work more often because the heat make working unbearable. All these factors 

have impact on companies’ financials due to e.g. reduced production capacity and write-offs as 

well as early retirement of an asset. (TCFD 2017.) Some forms of physical risks are already seen 

today, with low levels of global warming, for example, the Australian bushfires in late 2019 and 

the floods that followed them in early 2020 (O’Dwyer & Unerman, 2020). 
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Risks 

 

 
 

Transition 

 

Policy and Legal  

• Increased carbon pricing and reporting obligations 

• Exposure to litigation 

 

Technology 

• Investments to new unsuccessful technologies 

• Existing products are substituted with new lower emission ones 

 

Market 

• Changing customer preferences 

• Uncertainty in market signals 

 

Reputation 

• Increased stakeholder concern or negative stakeholder feedback 

• Stigmatization of sector 

 

 
Physical 

 

 

Acute 

• Extreme weather events 

 

Chronic 

• Changing weather patterns and rising sea levels 

 

Table 3. Climate-related risks. (TCFD, 2017).  

3.2 Climate-related opportunities 

While climate change poses companies to variety of risks, it provides many opportunities as well. 

The opportunities are divided into five different categories in the framework: resource efficiency, 

energy source, products and services, markets and resilience. These opportunities, as well as risks, 

vary by company, depending on its geographical location, industry and market (TCFD, 2017). 

Weinhofer and Busch (2013) argue that even risks (that were described above) can be turned into 

opportunities, however, in order to financially benefit from the opportunities, companies must 

identify climate-related risks and opportunities relevant to them, and then include them into 

corporate strategy. Climate-related opportunities are presented in Table 4.  
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Resource efficiency refers to more efficient transport, recycling and reduced water usage and 

consumption, as outlined in Table 4. The financial impact from these do not occur immediately 

but in medium or long-term resource efficiency can imply significant savings to companies 

(TCFD, 2017). A study by McKinsey (2009) has found that there is about 40 % potential for 

reduction of GHG emissions.  

As shown in Table 4, energy source refers to usage of renewable energy generating alternatives 

such as water, solar and wind (TCFD, 2017).  The EU Green Deal and Sustainable Finance Action 

Plan are supporting the transition to greener EU economy by channeling money in and outflows 

to green investments (European Commission, 2020; European Commission, 2018). Companies 

that are looking for new sustainable opportunities early on, can gain competitive advantage and 

position themselves as forerunners in the low-carbon market. Competitive advantage can also be 

achieved by developing products and services that are e.g., energy efficiently produced or made of 

recycled materials, and thus have low carbon footprint (TCFD, 2017). According to Asbarro et al. 

(2016) competitive advantage can be achieved by having a strategy that is climate-resilient, 

owning resource-efficient assets and make investments in new technologies and innovations 

related to climate change.    

Opportunities in market can relate to concurring new market areas, as stated in Table 4 (TCFD, 

2017). Pharmaceuticals companies are good example here as the temperatures rises the tropical 

diseases that were used to in southern parts of the globe could spread to more northern parts of 

the Earth. This will cause increase in the demand of drugs, and thus, increased sales for pharma 

companies. (Packard and Reindhart, 2000).  

Resilience refers to company’s adaptiveness to change its business models in order to be able to 

respond to the risks and opportunities that the climate change poses company to. (Linnenluecke 

& Griffiths, 2010) Resilience related opportunities are important for companies with wide 

distribution network or that are dependent on natural resources. Improved efficiency and new 

products are examples of resilience-related opportunities. (TCFD,2017)  
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Opportunities 

 
 

Resource Efficiency 

 

• Use of more efficient modes of transport 

• Recycling 

• Reduces use of water and consumption 

 

 
 

Energy Source 

 

• Use of new technologies 

• Use of lower-emission sources of energy 

• Use of supportive policy incentives 

• Participation in carbon market 

 

 
 

Products & 

Services 

 

• Development of low emission goods and services 

• Development of new products and services through R&D 

and innovation 

 

 
 

Markets 

 

• Access to new markets 

• Use of public-sector incentives 

• Access to new assets and location needing insurance 

coverage 

 

 
 

Resilience 

 

• Participation in renewable energy programs and adoption of 

energy-efficiency measures 

• Resource substitutes/diversification 

 

 

Table 4. Climate-related opportunities. (TCFD, 2017).  
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3.3 Financial impacts of climate-related risks and opportunities 

Central Banks across the globe (e.g. Europe, the US, Australia, China and Japan) have become to 

realization that climate change poses significant risks to the stability of the financial system 

(CNBC, 2021; Reuters, 2021). It is crucial for investors, lenders and other key stakeholders to 

understand the financial implications that climate-related risks and opportunities impose on 

companies and their financial position. The effects of these risks and opportunities vary by 

company, sector and geographical location. In principle, the financial implications also depend 

on the relevant risks and opportunities and the strategic and risk management choices that 

companies have chosen to take concerning them, as outlined in Figure 3. (TCFD, 2017.)  

 

Figure 3. Illustrative figure of the climate-related risks and opportunities’ business effects (TCFD, 

2021).   

The Figure 3 illustrates the importance of identifying relevant climate-related risks and 

opportunities and how they affect the financial stability of the firm through the strategic and risk 
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management choices that the management has chosen to execute. Financial implications can be 

seen on income statement, cash flow statement and on the balance sheet. As outlined in Figure 2, 

the Task Force has identified four major categories where the risks and opportunities might have 

the greatest impact on current or future financial position of the company. These categories are 

revenues, expenditures, assets and liabilities, and capital and financing. (TCFD, 2017.) 

Financial implications on the income statement relate to revenues and expenditures, as seen from 

Figure 3. Due to changing regulatory environment, companies should pay increasing attention to 

the regulation of GHG-emissions. In order to regulate the emissions, the price of carbon will likely 

grow in the upcoming years which could have direct effects to the revenues and expenditures of 

the companies. As mentioned earlier in the chapter 3.2 Climate-related opportunities, companies 

can gain competitive advantage by inventing climate friendly solutions. As consumers constantly 

become more aware of climate issues, being a forerunner in the green economy provides new 

opportunities for revenues (Georgeson & Maslin, 2019).  

Financial implications related to balance sheet items stem from assets and liabilities and capital 

and financing. The Bank of Finland (BoF) (2021) has acknowledged that companies often use real 

estate as collateral for bank loans, and many of this real estate is located in areas with high flood 

risk. In case there is a flood in the area and the real estate is not insured or the insurance does not 

cover flood damage, it causes increase in loan losses for banks and reduction in asset value for the 

company, or in worst scenario, asset write-down (BoF, 2021). In the future, the firm’s debt and 

equity structure might change, and the criteria for financing could change to require greener 

operations (TCFD, 2017; FSB, 2020). The debt and equity structure can change for example, due 

to the increased R&D costs, and in light of the Sustainable Finance Action Plan by the EU, banks’ 

could change their loan criteria to better take into account the impacts of climate to the borrower 

(TCFD, 2017; FSB, 2020). By inventing greener solutions, companies can attract new investors 

which contributes to the amount of equity a company has. Growing demand for green solutions 

can positively affect the revenues, which in turn contributes to retained earnings that will further 

contribute to equity. Also, issuance of green bonds and other financial assets create possibilities 

in receiving capital. (TCFD, 2017.) 

3.4 Scenario Analysis  

The objective of scenario analysis is to help companies to anticipate and prepare for physical and 

transition risks and opportunities that firms might encounter in the future. Scenario analysis can 

be used as a tool that demonstrates the resilience of organization’s strategy and operations under 
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different global warming scenarios, i.e., it can be used as a mitigation tool against climate-risks. 

This analysis should be incorporated into organizations strategic planning or risk management 

processes. Scenario analysis can be used to raise management awareness of climate-related issues 

and result in developing strategies that are more resilient to climate change. Scenario analysis can 

also be helpful tool for investors decision-making process as it shows the different risks and 

opportunities that are affecting company within different scenarios. (TCFD, 2017; O’Dwyer & 

Unerman, 2020.) 

TCFD guidelines state that scenario analysis can be qualitative or quantitative or a combination 

of these two. However, experienced scenario analysis makers should include quantitative data on 

its analyses. The TCFD recommendations also state that scenario analysis should be done on the 

basis of the needs, capabilities and recourses of the organization, and that they could use third-

party providers to develop these analyses. When organizations are at more advanced level in 

scenario analysis making, they should disclose information on how management assesses 

resilience of their strategies, what scenarios are used in the assessment process and the sensitivity 

of the results to key assumptions. The most useful disclosures to strategy recommendations reflect 

the impacts of climate and how these are incorporated to decision making. (TCFD, 2017.)  

The TCFD makes surveys each year on the progress of how companies have adopted TCFD 

reporting framework. It found that scenario analysis appears to be one of the most challenging 

areas in the reporting. (TCFD, 2018, 2019) The Climate Disclosure Standards Board (CDSB) 

found similar results; only one out of 80 sample companies had disclosed scenario analysis in 

their reporting and four other mentioned that they had conducted it but did not provide further 

information. (CDSB, 2018) To overcome the challenge related to scenario analysis, the CDSB and 

the World Busines Council for Business Development (WBCSD) for example, has arranged 

workshops and seminars to train managers in this regard. (CDSB, 2018; WBCSD, 2020.) 

3.5 Prior studies on TCFD 

In addition to Rigot and Demaria’s (2021) and the EFRAG (2020) study, the French Financial 

Markets Authority (AMF) has also conducted a study on French companies TCFD reporting 

practices. However, the research made by the AMF (2020) investigated only companies operating 

in the financial sector while Rigot and Demaria (2021) and the EFRAG (2020) had a sample that 

consisted of financial and non-financial companies.  

All three studies came to the conclusion that companies provide rather poor and generic 

description on the board oversight compared to management responsibilities (Rigot & Demaria, 
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2021; EFRAG, 2020; AMF, 2020). Rigot and Demaria (2021) state that while companies are eager 

to tell about the different committees they have in place for CSR, the information on top 

management responsibilities regarding climate-related risks and opportunities is very limited. 

The study by the AMF (2020) has concluded similar results. The EFRAG (2020) study praised 

companies for providing good description of governance structures and including illustrative 

graphics. The AMF (2020) included the illustrative charts into their best practices.  

Within strategy category, the main finding was that companies’ description about their risks and 

the time horizons they are associated with is insufficient (Rigot & Demaria, 2021; EFRAG, 2020; 

AMF, 2020). The AMF (2020) points out that there are only handful of companies that describe 

what they consider to be short, medium and long-term horizons and the justification of these 

periods are lacking. Furthermore, while companies might discuss the risks they have identified in 

each time horizon, sectoral and geographical descriptions are quite abstract. (AMF, 2020) Rigot 

and Demaria (2021) concluded similar results stating that companies describe the risks well but 

the associated time frames, geographical and sectoral distributions are rarely specified. A 

noteworthy finding is that companies tend to elaborate more on climate-related risks than 

opportunities (EFRAG, 2020).  

Other findings include the loose connection of risks and company’s business and strategy and 

poor presentation of financial impacts or even lack of it. The scenario analysis was found to be an 

area with most challenges. (Rigot & Demaria, 2021; EFRAG, 2020; AMF, 2020). Studies show 

that when companies are discussing their climate-related risks, the connection between those 

risks to different business activities or company strategy do not have sufficient elaboration (AMF, 

2020). This does apply not only to risks but also when discussing about the climate-related 

opportunities (Rigot & Demaria, 2021). Many companies present qualitative information on risks 

and opportunities, and while the core of the TCFD framework is in providing information on 

financial impacts of the climate-related risks and opportunities, information about financial 

impacts is rarely disclosed (EFRAG, 2020; Rigot & Demaria, 2021). Lastly, the AMF (2020) and 

the EFRAG (2020) found that reporting about the resilience of strategies under different 

scenarios, i.e. the scenario analysis, seems to be the most challenging part of the framework, even 

for more advanced reporters.  

It was found by the EFRAG (2020) that the scenario analysis is usually more concentrated in 

describing the transition risks than physical risks. This is related to data, an aspect that was found 

to affecting in the making of scenario analysis. The data in general is considered too inaccurate, 
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which also implies on the assessment of the physical risks. Additionally, the models that are used 

to analyze the data might not be developed enough which causes challenges in the assessment of 

the physical risks. Another factor that makes the performance of scenario analyses challenging is 

the conflicting time frames as the time horizons used in climate work tend to be over 10 years 

while in business, they are often less than 5 years. (EFRAG, 2020).  

In Risk Management, companies tend to have insufficient disclosures on the risk management 

processes (Rigot & Demaria, 2021; EFRAG, 2020; AMF, 2020). Most companies might tell that 

they have integrated climate issues (or sustainability) to be part of their group wide risk 

management processes, but they do not elaborate on this any further (Rigot & Demaria, 2021; 

EFRAG, 2020). Also, very few companies disclose information on how they prioritize climate risks 

in relation to other risks (AMF, 2020). Materiality determinations related to climate risks and 

opportunities seem to form a challenge for companies, according to the EFRAG (2020).   

According to the AMF (2020), companies set about 3 to 7 targets that they publish, however, some 

of these targets are quite abstracts as they have not made it clear how companies are measuring 

the targets and they are not tied to any specific time frames. The EFRAG (2020) found that targets 

are often short-term and the metrics that companies report are not always related to targets, even 

less often to the risks. It was also noted that there is insufficient information on how the targets 

are managed. Overall, information provided on the GHG emissions levels and their trends is quite 

good, as well as the information of Scope 1 and 2 emissions but less so on the Scope 3. (EFRAG, 

2020; Rigot & Demaria, 2021). All studies noted that the financial information is very much 

missing (Rigot & Demaria, 2021; EFRAG, 2020; AMF, 2020). 
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4 METHODOLOGY 

In the following chapter, the qualitative research method will be presented after which the 

discussion on the data collection process will follow. Lastly, this chapter will be concluded by 

discussing the reliability and validity of qualitative research and this study.  

4.1 Qualitative research methodology 

This study is conducted using the qualitative research methodology. Qualitative research 

methodology is used to gain a holistic understanding of a certain phenomenon (Eriksson & 

Kovalainen, 2008). In this thesis, the aim is to understand the reasons behind TCFD reporting 

and its challenges. Qualitative research methodology is often used when studying new and 

complex phenomena making it a convenient research methodology for the purpose of this 

research as TCFD reporting framework is still quite young and the research around it is rather 

narrow.  (Tuomi & Sarajärvi, 2009; Geerts et al., 2021.) 

Content analysis and interviews are examples of research methods used in qualitative studies. 

Content analysis refers to textual analysis where the researcher examines written text or its 

frequencies. (Saldana, 2011). Text in this meaning can be anything from books and articles to 

annual reports. The aim of the content analysis is to find similarities and differences between the 

texts, summarize them and finally connecting them with to wider context and previous research. 

The objective of interviews is to gain as much information as possible of the phenomenon. (Tuomi 

& Sarajärvi, 2008). Eriksson and Kovalainen (2008) divide interviews into three different 

categories: structured, semi-structured and unstructured interviews. In structured interviews 

questions are the same for all interview participants and there is little flexibility in guiding the 

conversation. Unstructured interviews are the opposite of structured interviews as in them the 

researcher has some questions written, but he or she is can freely direct the conversation in any 

direction. Semi-structured interviews are often used in business research. Here, the researcher 

has some guiding questions or themes written, but he or she can freely change the order and 

wording of the questions as well as ask additional questions or leave some of the questions out 

(Tuomi & Sarajärvi, 2008.) The interview method used in this study is the semi-structured 

interview.  

Content analysis and interviews were chosen as research methods for this study. Content analysis 

will serve as the starting point for the analysis. With the help of content analysis, it will be possible 
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to see where Finnish firms stand with their TCFD reporting practices and compare the results to 

prior studies. Also, the with the help of content analysis it will be possible to compare the results 

of single company to other companies. In content analysis, annual reports and sustainability 

reports of companies were studied, and the results from the content analysis worked as a basis for 

interviews. Interviews will help to understand the drivers behind TCFD reporting as well as the 

challenges companies are facing. All Interview questions were based on the results from the 

content analysis. While the content analysis shows only the possible shortcomings and areas of 

reporting where companies have succeeded, it does not reveal what are the challenges related to 

these deficiencies. Thus, interviews provided deeper understanding of the challenges associated 

with the reporting.  

4.2 Data collection 

Data for this study is collected by analyzing sustainability reports and annual reviews as well as 

interviewing sustainability managers or other people in the companies’ working in similar roles. 

The interviews were semi-structured, and they were conducted via Teams.  

Companies that were analyzed in this study were found on TCFD website under “TCFD 

Supporters”. The TCFD Supporter companies are those that have already implemented the 

framework in their reporting or that are planning to do so in the near future. (TCFD, 2021). The 

sample initially consisted of 21 companies but some of the companies had just become TCFD 

Supporters and had not yet implemented the TCFD recommendations in their reporting, so these 

companies were left out. Additionally, there were companies that did not have a public 

sustainability reports or annual reviews, and therefore these companies were also outside of the 

scope of this study. The final sample consisted of 14 companies.  

The final sample consists of three banks, one asset management firm, four pension companies, 

three utility companies, two companies operating in the industrial and one in the energy sector.  

4.2.1 Content Analysis 

Content analysis was conducted with the help of Microsoft Excel. All the four core elements were 

put on separate sheets with the related recommended disclosures. Each recommendation (A, B 

and C) was put on different columns and the specific guidance was written on the first row of each 

column. Sample companies were placed on following rows one by one.  

The analyzing process began with reviewing sustainability and annual reports of each of the 

companies and writing down the notes with the help of the questions and suggestions provided 
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by the TCFD framework. The idea here was to find how well companies comply with the 

recommendations in their reporting and what are the areas that were reported well and which 

areas need improvement. After writing down all the notes, the key findings were summarized. The 

same process was used to evaluate all the four key elements.  

4.2.2 Interviews 

After completing the content analysis, the research process continued with interviews. In total, 

there were 10 interviews conducted. Interview questions tried to explore the challenges that 

companies have or are facing with TCFD reporting as well as the motivations behind reporting in 

accordance with TCFD recommendations. Interviews were essential for gaining a deeper 

understanding of the drivers and challenges that companies face in their TCFD reporting 

practises.  

The interviewees are working in different positions related to ESG. Examples of the titles of the 

interviewees included Sustainability Manager, Portfolio Manager and Responsible Investment 

Specialist, Senior Risk Manager and Responsible Investment Analyst. In the interviews, it was 

common that one company representative took part, however, in case with two companies, they 

had two people participating in the interview.  

Participants to the interviews were found through LinkedIn, company websites and supervisor of 

this thesis. Their contact information was received from company websites and thesis supervisor. 

All interviews were conducted remotely using Microsoft Teams due to the Covid-19 situation. 

Language used in the interviews was Finnish and the questions were also formulated in Finnish. 

Interviewees received the interview questions few days before the interview date. The questions 

are based on the content analysis. The interview methodology used in this thesis was semi-

structured as it served the purpose of this thesis the best. Interviews questions are presented in 

Appendix 1, excluding the follow-up questions asked during the interviews. The questions in 

Appendix 1 are translated from Finnish to English.  

The initial contact was made by e-mail. A follow-up e-mail was sent to representatives that failed 

to answer the first e-mail in a reasonable time. Requests to participate in the interview was sent 

to representatives of 14 companies that included in the sample, and the aim was to have interviews 

with at least one company representative in each industry category. After each interview, the the 

responses were written and analyzed. Response rate of the participants was good as out of 14 

companies, 10 agreed to an interview. Interviews were conducted in May and June 2021 and the 
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interviews lasted about an hour. More detailed information about the duration of the interviews 

and the date interview was held on, can be found in Appendix 2. 

As the data collection period run from May to June 2021, there was a risk of very low response 

rate due to upcoming summer holiday season. The Covid-19 pandemic could have also been 

affecting the response rate; however, none of these risks materialized.   

4.3 Reliability and validity 

Reliability and validity are concepts that are often used when assessing the quality of a research. 

Reliability refers to transparency and consistency of research, and it can be established by 

ensuring transparent documentation of the research. The research is reliable when another 

researcher can replicate the research is question and comes up with similar results. Validity refers 

to accuracy and truthfulness of the study. Using concise research structure, multiple data sources, 

careful documentation and presentation of data analysis all contribute to improved validity of the 

research. Also, it is important to compare findings of the research to existing literature. (Eriksson 

& Kovalainen, 2008.) 

In this study, reliability was aimed to improve by detailed documentation of how the research was 

conducted, a detailed description of the content analysis and the interviews is provided in Chapter 

4.2 Data collection. Interview questions can be found in Appendix 1 and the duration and dates of 

interviews can be found in Appendix 2, of this research. This research was conducted using two 

different data sources, content analysis and interviews. Using more than one data source should 

improve the validity of the research (Eriksson & Kovalainen, 2008). The results of the content 

analysis and interviews are presented in a concise manner. Analysis of the results was done by 

comparing the findings of this study to existing literature. This was executed by analyzing the 

results from different perspectives.  

4.4 Limitations of the study 

The aim of the thesis was to find out how well Finnish companies have implemented TCFD 

reporting and what motivates them to adopt the TCFD framework to their reporting practices. All 

four main categories of the framework will be studied thoroughly, however, this study will not go 

deep with the scenario analysis or sector specific recommendations. The scenario analysis will be 

accounted with the scope that the disclosure C of the Strategy category requires but any further 

investigation is outside of the scope of this thesis. The content analysis and the adherence of TCFD 

reporting will be conducted based on the governance, strategy, risk management and metrics and 
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targets disclosure requirements but none of the sector specific requirements for financial or non-

financial firms will be considered. The sector specific recommendations are outside of the scope 

of this thesis. 

Another limitation of the study is the sample size. When the thesis project began, the TCFD 

supporters list with Finnish companies had fewer names than it has today. The number of 

supporters is constantly growing and thus, the decision was made to hold on to the sample that 

was collected at the very beginning. The sample size is eventually 14 companies which is quite 

small but as this is a qualitative study, where the aim is to gain a deeper understanding of TCFD 

reporting, there is no need for larger sample. Additionally, companies included in the sample 

represent financial and non-financial companies from different industries. Therefore, the sample 

is quite versatile.  
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5 RESULTS 

In this chapter, the results of the study are presented. The results are divided into two categories, 

general findings and reporting. In General findings, matters that are not clearly related to the four 

reporting categories of TCFD will be presented. Additionally, the findings from the interviews, 

with regards to the drivers that motivate companies to adopt TCFD reporting, will be presented 

here. The Reporting section will be divided into four categories based on the TCFD 

recommendations – governance, strategy, risk management and metrics and targets. The findings 

concerning reporting will be presented here.  

5.1 General findings from the interviews 

According to the interviews, TCFD is considered to be a framework that allows and helps 

companies operating in different sectors to identify and manage climate-related risks and 

opportunities. Despite the fact that there is no law or regulation that requires companies to adopt 

it, some of the interviewees believe it is not completely voluntary.  

TCFD is a framework which companies can use to assess their climate-related 

risks and opportunities. So far, it’s voluntary but I would say that its more of a 

standard than a voluntary framework. – Company 1  

Even though it is not mandatory, some EU directives are referring to it and the 

G7 has indicated that it would become mandatory Additionally, while it might 

not be mandatory yet, no company can afford not to report according to it, as it 

could generate reputational damage. – Company 5  

When discussing about the motivation that drove companies to adopt TCFD reporting, there was 

little variation between financial and non-financial firms. Some financial firms, however, did 

mention that TCFD reporting is mandatory for PRI signatories. One of the main drivers for 

adopting TCFD reporting for all sample companies was the pressure coming from the outside – 

stakeholders and the general society.  

I would say that it was quite self-evident. Part of my job is to follow new reporting 

requirements, so when TCFD was published, it was quite clear that we had to 

adopt it. Also, it was expected that investors would ask for it... Our major owners 

identify themselves as responsible investors so ignoring it (TCFD) would have 

been impossible, I would say. - Company 3 
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It (TCFD reporting) is something that is expected from us... We want to stay 

among the top players in the field of responsible investing and see that this 

(TCFD) is the way. – Company 9  

One interviewee told that before they had adopted the TCFD reporting practice, they received 

inquiries from stakeholder when they start to disclose climate-related information. The reply also 

indicated that there is mimetic pressure to adopt TCFD reporting.  

If large companies adopt TCFD reporting the others will follow. Also, we received 

inquiries from our stakeholders asking why we have not adopted TCFD reporting 

and when are we planning to. – Company 4 

Other reasons for adopting TCFD reporting were the need to develop own activities and the desire 

to be forerunner in matters related to climate change mitigation.  

Because of the pressure from stakeholders but also, we wanted to show that we 

are active in the sustainability related matters and be forerunners in this. – 

Company 8 

The interviewees found that the TCFD framework is generally good as it increases transparency 

and awareness of climate matters and connects these issues to financial information. Additionally, 

TCFD reporting makes it easier to compare the information that companies publish on their 

climate issues. The framework is internationally accepted and used, which also gained positive 

reaction from the interviewees. However, some of the interviewees thought that comparability, 

even between companies in the same industries, is still quite weak as there is large variety in the 

metrics that different companies use. Also, as the framework is not regulated by law the 

information that companies choose to disclose is up to them for decide.  

The framework does not require the disclosure of information that is not 

favorable for the company because TCFD is not regulated in any way – it is 

completely voluntary as opposed to financial reporting and auditing where you 

have to disclose truthful information. When there is no regulation, it gives 

organizations the freedom to adjust the report to include information that makes 

the company look good. I don’t think you will find any report where the company 

is openly telling how poorly it has taken climate or any other sustainability 

matter into account. – Company 10  
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However, when discussing the possibility for greenwashing, firm representatives believed that 

there is little opportunity for it, especially in the Finnish context. Still, one of the interviewees 

noted the following:  

The problem is that this information is not audited the same way as financial 

filings and thus, there is a small chance for greenwashing. Reports are often 

positive, so you need to know how to filter the correct information. – Company 5 

Limited availability of data, the balance of how much information can be conveyed and presenting 

the financial implications of climate-related risks and opportunities were the main challenges that 

were found based on the interviews. Data limitation relates to the fact that most of the companies 

in Finland are small or mid-sized corporations that are not required to publish non-financial 

information. Also, the data available is now often relied on estimations and not exact values. The 

interviewees felt that it is challenging to disclose information related to products and services and 

their development as well as discussing the climate-related opportunities in detail as this 

information is often considered as a trade secret. The challenge in disclosing information about 

the financial impacts is related to the lack of data and confidential information.  

5.2 Reporting 

As there are not many requirements where the information in accordance with the TCFD 

framework should be presented, companies have adopted different approaches to disclose 

information. The most popular ways seem to be to present the TCFD as a part of annual report in 

the section where company discusses its other ESG topics. Here, companies have formulated 

TCFD information into its own sub-chapter. Another popular way, is to include the information 

in the annual report in the sections where the specific piece of information is discussed, e.g how 

climate-related risks are managed and mitigated is located in the section where risk management 

is discussed. If companies have chosen this approach, they have included a TCFD index table 

where the reader can navigate where the TCFD related information can be found. There are 10 

companies that have chosen these ways, 5 companies per each approach.  

The rest have either included TCFD reporting to be part of their Board of Directors’ Report (2 

companies) or have chosen to make a completely separate TCFD report or to attach it to their 

annual report as an additional separate TCFD report. Each interviewee thought that their 

approach was the most suitable for the time being, but they acknowledged that at some point they 

might have to change their formulation of TCFD report due to growing amount of information.  
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This seems the most natural way to disclose the information. Maybe someday, 

when the development work behind TCFD reporting is over we will have so much 

data that all the information does not fit into one annual report. Then, maybe, we 

would need to start publishing completely separate TCFD report. -Company 6 

5.2.1 Governance 

The governance part includes a description of board and management roles in monitoring, 

assessing and managing climate-related risks and opportunities. All the 13 companies had a 

description of the governance of their climate-related issues; however, the level of description 

varied a lot among reporters.  

Results show that companies are quite good in providing information on management 

responsibilities but reporting on boards’ oversight and monitoring needs improvement. All of the 

companies have well illustrated organizational structures and described the responsibilities of the 

management and other functions. Some firms provided illustrative diagrams in addition to the 

written information about the links between each function. The findings show that most of the 

companies have assigned management committees to address climate-related issues, e.g., setting 

up the guidelines for sustainability related matters which climate issues are a part of. While 

management is usually the one to set the guidelines, the Board of Directors accept those guidelines 

and monitors them. However, none of the firms told how the board oversight is happening. There 

were no differences in the level of disclosed information between financial and non-financial 

companies.  

Overall, the disclosures on board oversight were generic and the scope of the information was 

much less compared to management responsibilities. For example, how the board is monitoring 

the progress of climate-related goals and targets. In most cases, it was mentioned that the board 

approves TCFD report, sustainability report or annual review with section that contains 

information about sustainability. Also, there is variety regarding the processes and frequencies 

the board is informed about climate issues. Six out of 14 companies reveal that the board reviews 

climate-related issues (approximately) four times per year. Two out of 14 companies disclose that 

the board is reviewing climate issues “on a regular basis”, and the rest once or twice per year. Two 

companies had missing information about how frequently the board deals with climate related 

issues. As with management responsibilities, there were no differences in the disclosure level 

between companies operating in the financial and non-financial sector.  
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The interviews revealed that most of the sample firms thought that governance part of the TCFD 

reporting is the simplest one to report on, however they were not sure about the level of detail in 

which they should discuss this section.  

This section is probably the least challenging because we have a governance 

model that concerns all employees of our firm... So, I guess, the challenge here is 

to define the frequency and in how much detail we should report about certain 

issues. – Company 2 

One reason why this category is considered the easiest by the respondents is the fact that firms 

must describe their governance structures in the annual review regardless of whether they choose 

to disclose climate change-related information in accordance with TCFD or not.  

Governance is probably the easiest of the four elements to report because we use 

and report this information in relation to other sustainability issues as well. The 

Governance part is basically a copy pasting from our responsible investment 

guidelines where we explain our governance within sustainability issues. - 

Company 1.  

Another fact is that in Finland the tasks of the Board Members are not separated, the whole board 

are responsible for the operations of the company. This makes the reporting easy but also poses 

challenges as all members are doing everything.  

The tasks of the Board Members are not separated in Finland. We don’t have the 

practice between the board members that one is responsible for this and the other 

is responsible for another area etc. The Board has joint responsibility according 

to Finnish law which can be a bit of a challenge when reporting about it (TCFD). 

– Company 8 

However, one respondent said that the challenge in this area comes from including the climate 

point of view to overall reporting; how to describe the governance model from the climate 

perspective.   

This is quite easy, but the challenge is how to write about the governance model 

and the tasks specifically from the climate perspective. – Company 3 

5.2.2 Strategy 

In the strategy part, organizations are recommended to consider how resilient their business, 

strategy and financial planning is in relation to climate-related risks and opportunities. Many 
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interviewees considered strategy to be one of the most challenging of the disclosures, however on 

average, companies have disclosed the strategy category quite well. 

I think strategy is the most challenging of them all. Not just the scenario analysis 

but the whole strategy section. It made us think how we take climate matters into 

account in our activities – it was used to develop our own operations. – Company 

1  

Companies have reported well their climate-related risks. The majority of the sample companies 

have divided risks into physical and transition risks, following the guidance of the TCFD 

framework. However, the way companies present these risks varies between firms. Some have 

illustrative tables where the risks are presented together with the relevant time horizons and / or 

the possible financial impacts and some firms have short qualitative description of the risks. The 

financial impacts are presented on generic level and in qualitative form. About a half of the sample 

companies have left out the time horizons when discussing the risks. One interviewee admitted 

that it is difficult to determine and discuss the risks:  

It’s more difficult to talk about the climate-related risks because it is not obvious 

what those risks are – which risks are significant, and which are not. – Company 

4  

The TCFD framework guides companies to consider the risks identified in different time horizons 

– short, medium and long term. Many of the firms fail to divide the risks in each time horizon, 

however, they do mention that the risks are relevant in different time horizons. This is especially 

typical within the organizations operating in the financial sector. These companies are not directly 

affected by the climate change but financially through investments they are. Thus, they have often 

added a clause where they state that most significant risks are related to investment activities. 

One of the interviewees explained that while climate change-related issues are usually occurring 

over medium- or long-term time horizons, companies are making strategies for shorter term. The 

different time horizons cause challenges as companies are used to working with shorter time-

horizons while the time horizons in climate-related work tend to be much longer.  

Climate matters should be taken into account in regular strategy work such as 

implementation and planning. But the challenge is the time horizons that are used 

in regular strategy work and climate-related work. For example, when talking 
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about long-term time frame within climate work it can be until 2050 but in 

regular strategy work it’s much less.  – Company 6 

Banks perform stress tests, but the time frames used in them are 3 to 5 years... 

With the 3- 5 years, you can make some quite reliable estimations and decisions 

related to the operations but with climate-related risks we are usually talking 

about 20, 30 or even 50 years. We are talking about such a long time-horizon 

that there are so many variables that can change and affect the outcome... It is 

very difficult to discount effect of some risk from 2050 to this day and make a 

business decision based on that. - Company 5 

One of the main challenges in strategy section, apart from the scenario analysis, was the disclosure 

of financial impacts. According to content analysis, none of the sample firms had disclosed the 

monetary impacts of the climate risks to the business. The TCFD advices companies to consider 

the impacts of climate change-related risks and opportunities to their business, strategy and 

financial planning. The information that was available on financial impacts was mostly qualitative 

and quite generic. The most advanced reporters had included qualitative information about the 

financial impacts – the information was phrased as “hundreds of millions” or as “low, 

intermediate, high” and it was related to financial performance. The absence of financial 

implications results from the fact that some information is sensitive and cannot be disclosed. 

“It’s very challenging to determine the financial implications of climate-related 

risks. We have to analyze it (risk) carefully, and even if we knew internally what 

the financial impact of a certain risk is or might be, we can’t always disclose it. – 

Company 4 

The challenging part here is to report about the financial impacts as some 

information is confidential. – Company 6 

One interviewee brought up that it is difficult to track whether something happened because of 

climate change or because of something else. Therefore, it is difficult to determine the financial 

impacts.  

You can’t say based on one event whether it was the outcome of the climate 

change or because of something else. On general level, it (TCFD reporting) is easy 

but when we are looking for the financial impact it becomes much more 
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challenging – actually, it is so difficult that sometimes it feels like we should just 

throw a dice and determine the financial impact based on that. – Company 7 

The lack of financial information was acknowledged by the company representatives. One of them 

wondered how it affects the objective of the whole framework:  

I know the reporting is constantly developing and every year the reports are 

better but still, very few companies disclose information about the financial 

impacts. Thus, the ultimate purpose of TCFD remains quite shallow. – Company 

2 

Climate-related opportunities were discussed only briefly. Few firms had included tables of the 

opportunities, similarly to the risks but with majority of the firms the discussion about the climate 

opportunities is area of improvement. This was noted by one of the firms and their consultant, 

and the reason for shallow representation of opportunities is repeated: confidential information.  

We received feedback from the consultancy firm we use that we should elaborate 

more about the opportunities. However, only past opportunities can be explained 

in detail as we don’t want to lay all our cards on the table. We are private 

investor, and we compete with these matters with our competitors... As long as 

there is no obligation to disclose this information, we would very much like to 

keep the knowledge of our future investments to our ourselves and not tell our 

investment strategy to everyone. – Company 10  

While some companies thought strategy is the most challenging, other companies considered 

strategy to be the easiest or one of the easiest parts to report. It is easy because strategy is 

something that already exists within the company and all companies have sustainability related 

strategies. Thus, strategy paragraphs are easy to put together and disclose.  

Scenario analysis is the one that causes problems, otherwise the strategy part is 

quite easy because we already have climate strategy. – Company 2 

We have just renewed our strategy and climate change is very well integrated 

into it. Thus, it is super easy right now. – Company 4 

Scenario analysis is the most challenging part of the strategy section, according to the 

interviewees. This was seen also already in content analysis as 8 companies out of 14 had made 
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scenario analyses. The challenges concerning scenario analysis are partly the same that relate to 

the other strategy sections: the sensitive information. Other challenges relate to the lack of 

accurate data and the content.  

We have made scenario analyses to our funds so in that sense it is quite easy as 

there is data related to funds and we technically buy the scenarios. But with 

everything else, the lack of data or that it is not accurate enough is the challenge... 

Another thing is that there is no guidance of what the scenario analysis should be 

like and what it should include so technically it could be of any kind. – Company 

9 

Outside data providers have forecasts on temperatures and emission prices but 

that’s about it. To conduct a proper analysis, we would need much more than 

forecasts of the prices on emissions and oil barrels as there are so many things 

that affect the scenarios. – Company 7  

Companies are using outside data providers, especially within scenario work. The most common 

data providers where the IEA and the IPCC. IEA is most often used for transitional risks as the 

IEA World Energy Outlook provides projections based on existing and announced policies. For 

physical risks, most commonly used models are by IPCC which provides representative 

concentration pathway models.  

5.2.3 Risk Management  

Risk Management category turned out to be one of the most challenging to report about, according 

to company representatives. The challenges here relate to confidential information and data that 

is available. A representative of a company said that their challenges relate to the data that is 

available and the difference in time horizons in climate-related issues and investments:  

“If you think about the investment activities from a risk management perspective, 

in general, it is very data specific, however, not an exact science. But when you 

couple them with climate-related issues that are still very much developing, it 

becomes even harder (the risk management work). For example, in investing, we 

have different timelines for our investments that we regularly monitor, being it a 

solvency or investment allocation matter. Climate-related issues are usually 

long-term, and here (to be able to make risk assessment for investments and their 

climate friendliness) you have to combine the long-term climate related model to 
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shorter time horizon... You will face many technical difficulties here.” -Company 

2  

In this category, organizations have to disclose information of the processes for identifying and 

assessing as well as managing climate-related risks. All companies had descriptions of these 

processes, although, some firms disclosed more information than others. Some companies had 

included a chart illustrating these processes. There were no differences between financial and 

non-financial sectors. According to the interviews, it is challenging to disclose information about 

related to risk management as companies don’t want to reveal sensitive information. Thus, the 

information disclosed might seem a bit too generic from the reader’s point of view.  

Risk management is the most challenging. How much information we can 

disclose out the risks and the risk management? We have done quite a lot, 

analyzed the risks and so on, but the challenge is what can we disclose about 

them. When reporting, we must consider how something is phrased and how 

much information can be shared. – Company 8 

Within strategy and risk management the main challenge is definitely in keeping 

the balance between confidential information and what we can tell without 

compromising our risk management. For example, we can’t disclose information 

on how we manage cyber security because we could risk giving out the keys to 

harm our cyber security risk management to those wanting to harm it. Same 

applies to climate-related risk management.  – Company 9  

One of the requirements is to consider changing regulatory requirements (and other relevant 

factors). Non-financial firms have done very well here as all of the sample firms operating in non-

financial sector had considered this clause but only few of the financial firms had discussed this 

in their reports. Often, if a company operating in the financial sector had information on this, the 

discussion was very brief.  

Companies have to tell how they treat climate-related risks in relation to other risks, and here 11 

companies revealed that they have integrated sustainability/climate issues to be part of the whole 

risk management process. The rest of the three companies are either in the process of integration 

or they are viewing their options. In most cases, companies disclose whether they have integrated 

climate risks to be part of the whole risk management but have not stated how climate risks relate 
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to other risks. However, one of the sample companies have clearly stated that climate and other 

environmental risks are not as significant as strategic risks.    

5.2.4 Metrics and Targets 

In the Metrics and Targets category, companies are required to discuss their targets and reveal 

the metrics they are using to measure and manage climate-related risks and opportunities. While 

this area was considered relatively easy by most companies, one company found it the most 

challenging area to report about because of the quality of the data available.  

This is the most challenging of all because the data that is available is not easy to 

analyze and compare. There is lot of information available on climate-issues, but 

this data is mostly qualitative. Additionally, the data that is sold by the service 

providers differs a lot. – Company 5 

Some companies found this area to be the easiest one to report about. The fact that the targets are 

in place makes the reporting easy.  

Metrics and targets are the easiest when the targets are set and clear. It is easy 

to tell that these are our goals and here are the metrics we use to measure them. 

– Company 7 

Topics such as water and energy usage and related metrics are examples of the topics that should 

be discussed in this category. All companies reveal their climate-related targets, particularly the 

long-term targets are presented very well. The metrics associated with the targets are, on a general 

level, explained quite well. However, when companies discuss about specific targets related to 

water or energy use, they do not always discuss the metrics associated with them. Non-financial 

companies discuss the specific targets related to e.g., water usage in addition to general ones while 

financial sector companies, due to the nature of their business, tend to only have information 

about more general targets, e.g. becoming carbon neutral by 2030. Target setting was seen as 

challenging by the interviewees as seen from the following citations:  

Target setting is quite difficult as climate-related issues manifest themselves 

long-term and the work within the climate issues are changing rapidly. Everyone 

can set general targets, but the sub-targets are difficult to set. I think they are 

also the targets that will change quite a lot as I feel like the playground for the 

whole area of climate-related work is changing all the time – every year we 
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notice that this metric is not enough or it’s not relevant or that there is a new 

metric that should be adopted. And still, the sub-targets are those ones we should 

be able to monitor every year.  – Company 1 

I don’t think anyone would say that setting targets is easy... Goals must be 

reasonable and essential from the sustainability point of view, but also from the 

business perspective. For example, we can’t set targets where we say that our 

goal is to have zero emissions next year because it would mean that we don’t do 

business at all then. - Company 3 

Other issues to consider are internal carbon prices, how material climate issues are taken into 

account in the remuneration policies as well as metrics related to e.g., revenue from products that 

are related to opportunities from low carbon economy. Internal carbon prices are calculated by 

all sample firms. They have also made a trend analysis as requested by the framework.  

It is easy to report on established practices, such as GHG emissions. It can be even 

nice for companies to disclose these matters because they are so established, and 

it is so easy because we have been doing this for years. – Company 6  

Very few companies have disclosed information on how material climate issues and the related 

metrics are brought into remuneration policies. This section is either missing completely or it is 

mentioned on a rather general level, e.g., sustainability issues are taken into consideration in 

remuneration. The discussion on the opportunities from low carbon economy exists, but the 

financial impact part tends to be very short and generic. Often, financial impacts are told in just 

one or few sentences, e.g. “The revenue from renewables will increase in the future”, but the actual 

estimates are left out.  

The recommendation B is about disclosing information related to Scope 1,2 and 3 GHG emissions 

and risks related to them. All sample companies have disclosed information on Scope 1 and 2 

emissions, and most firms have information on Scope 3 emissions. Companies operating in the 

financial sector tend to often leave out the Scope 3 level emissions because, according to one of 

the firms, their reporting is still quite limited, and they are based on estimations.  

Disclosing scope 1 and 2 emissions is clear and easy as we have done it for a long 

time.  – Company 3 
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Some sectors are more familiar with calculating the GHG emissions. If the data 

is not integrated into all systems, from where will we get the data? Also, another 

challenge is that the data is not available on our all clients.  - Company 9  

The TCFD framework guides to calculate the emissions according to the GHG Protocol 

methodology, however, few of the sample firms have chosen to calculate the emissions using other 

methodology. These other methodologies used are explained.    
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6 DISCUSSION 

Climate change is a combination of global warming and weather pattern changes that are driven 

by the greenhouse gas emissions (NASA, 2014). The EU Green Deal is an action plan developed 

by the European Union to fight climate change. The Green Deal can be viewed as a roadmap 

towards greener economy. One part of this “roadmap” is the Sustainable Finance package that 

includes the CSRD directive which will amend the existing Non-financial Information Reporting 

Directive. While the ESG reporting has been rather voluntary for quite some time now, number 

of companies have still adopted the voluntary practice of sustainability reporting. It has become 

evident that climate change mitigation should be one of the top priorities to all organizations. In 

order to increase awareness and reporting of climate-related risks, the Task Force was established 

in 2015 and the TCFD recommendations came out two years later, in 2017. The TCFD framework 

is the first framework that emphasizes the effect of climate change to the firm.  

Climate change mitigation has become increasingly important during the last few years and its 

importance will surely not fade in the upcoming years. Consumers and investors are becoming 

more aware of climate issues which is inevitably reflected to companies and their actions. By 

adopting voluntary ESG reporting, companies can mitigate their risks but also, they can achieve 

better returns. In this perspective, the view that companies’ sole purpose is to generate profit to 

its owners does not reflect the image of today.  

Companies adopt voluntary TCFD reporting practices because they are trying to gain legitimacy 

from their stakeholders. This is seen by the growing demand from the regulation perspective, the 

public discussion and the scrutiny from media and the society. If a company fails to comply with 

some ESG requirement, it will be noted by the public. The results from the interviews are 

indicating that there are traces of institutional pressure for voluntary TCFD reporting.  

When looking at the motivators from institutional perspective, the coercive, normative and 

mimetic pressures can be traced from the interviewees answers. The main motivator to implement 

voluntary TCFD reporting is the public pressure, which is a form of coercive isomorphism. Other 

factors stemming from the coercive pressure is the fact that the sample consisted of many PRI 

signatories and for them adoption of TCFD reporting is no longer voluntary but mandatory 

practice. Additionally, the current NFRD has a supplement guidance about climate reporting. This 

supplement guidance is directly referring to the TCFD framework.  
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Traces of normative and mimetic pressures were also found. Companies thought that they simply 

cannot neglect climate reporting. The pressure stemming from the market and competition drives 

companies to implement climate reporting. Interviewees told that they want to be the forerunners 

in climate work and possibly gain competitive advantage by adopting the TCFD reporting practice. 

The normative pressure is also visible with the growing number of TCFD supporters and different 

workshops and competitions in sustainability reports. Also, the mimetic pressures were found to 

drive TCFD reporting. It was indicated in the interviews that one of the motivators to adopt TCFD 

reporting is because other companies on the market do so and no one can afford to leave behind. 

Moreover, companies go through other companies TCFD reports and perform benchmark studies 

to get ideas to how to perform their own reporting.   

The motives for voluntary sustainability reporting practices is a topic that has been extensively 

researched. The past literature has identified variety of drivers such as availability of finance and 

lower cost of capital, stakeholder pressure, following the example of market and competitors and 

managing corporate image. In terms of this thesis, the stakeholder pressure, managing corporate 

image as well as following the example of competitors and desire to be a forerunner are the 

significant ones. While there is no prior literature concerning adoption of TCFD reporting 

specifically, the motivators found for sustainability reporting apply to TCFD reporting. Hence, in 

the light of past literature, the findings concluded in this study are similar.    

Another aim of the study was to find out how Finnish companies have adopted TCFD reporting 

and what are the challenges related TCFD reporting. Simply put, the objective was to investigate 

what are the pitfalls in the reporting areas but also the areas of success. The content analysis 

showed that Finnish companies have adopted the recommendations well, on general level. 

However, TCFD reporting is still very much a work-in-progress as there was varying level of detail 

on how the information was disclosed in each of the four sections. The level of detail varied 

between firms but there was variation between the categories in one firm as well.   

Despite the fact that companies found the governance category to be one of the easiest to report, 

there were shortcomings in this area, especially concerning the board oversight. This finding is 

similar to the past literature. Thus, Finnish companies are no better, but also no worse, than their 

European peers in disclosing information about how climate issues are governed in the company. 

The challenge in this area appears to be how to disclose the information from the climate 

perspective. The TCFD recommendations ask companies to reveal how board oversight over 

climate issues is organized – including how often board reviews climate-related issues and how 
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does it monitor whether the climate-related goals are achieved or not. The TCFD Status Report 

from 2020 addresses this same challenge and they conclude that if climate issues are integrated 

into the work of the company (and the board in this case) there is no need to specifically tell the 

matter from the climate work perspective (TCFD, 2020). If companies start to adopt this style, 

will it diminish the value of TCFD reporting?  

Strategy was considered as the easiest by some and the most challenging category by others. The 

challenge stemmed from scenario analysis but also because it made companies to think about 

their operations and how climate change is and could be affecting it. Prior studies have found 

similar results as the findings of this thesis. It was found that Finnish companies as well their 

European peers find it difficult to separate the risks into different time horizons. Usual time 

frames that are used when discussing climate change can be 20 to 50 years which is much more 

than the time frames used in companies’ regular strategy work, that is often less than 5 years. The 

information that the framework recommends to disclose within strategy is important for 

stakeholders as it provides insights on what companies themselves consider are the relevant risks 

and opportunities and how have their prepared for them. Thus, from the stakeholder pressure 

perspective, companies should consider this as the main area for improvement in the future.  

The conflicting time horizons posed a challenge also on the scenario work. About a half of the 

sample firms had included scenario analysis in their reports, however, some companies revealed 

in the interviews that they might have done scenario work but because of the possible inaccuracy 

and the confidential information they do not yet want to reveal it. In this sense, Finnish companies 

could be ahead of their European peers in scenario analysis work. However, the scenario analysis 

is still very much a work-in-progress for Finnish companies too as many of the companies found 

that right now, the work is pretty much based on estimates. As the climate change poses 

companies to various risks, the information how the company itself thinks it will cope in different 

scenarios is crucial for investors. The scenario work could also provide on the information about 

the opportunities and competitive advantages that companies can have.  

Rigot and Demaria (2020) as well as the AMF (2020) found that Risk Management is one of the 

best covered areas of the TCFD reporting. However, the EFRAG study (2020) concluded that risk 

management is not the most advanced reporting category. Here, Finnish companies compare to 

their French peers as the risk management category was covered quite well, with the exception of 

financial information. There were some other deficiencies such as the information how climate 

issues are integrated into overall risk management. The shortcomings that were found within the 
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risk management area were highly associated with confidential information and thus, some of the 

disclosure requirements in the risk management category remains a bit shallow from the reader’s 

perspective.  

In this study, the metrics and targets category was found challenging by the interviewees, 

however, the EFRAG study (2020) concluded that this category is at the most advanced level. 

Again, Finnish companies compare more to their French peers as the recommended disclosure 

requirements were not as at advanced level as the other European peers’. The findings indicated 

that reporting on established issues such as the GHG emissions is easy but the target setting and 

choosing the correct metrics to monitor the achievement of those goals poses challenges. The 

European peers seem to also have challenges with the metric area, as discovered by the past 

literature (Rigot and Demaria, 2020; AMF, 2020; EFRAG, 2020). Also, the EFRAG study (2020) 

discusses about the shortcomings in the target setting area. However, here Finnish companies 

differ from their European peers as Finnish companies have set their long-term targets, but the 

mid-targets are lacking in most cases as are the descriptions of how these long-term targets are 

monitored. In case of European companies, they have set targets that are rather short-term, and 

their long-term targets seem to be missing.  

The main challenge related to TCFD reporting is that it is lacking the financial information, 

information that can be considered to be the whole purpose of the TCFD. The framework tries to 

illustrate the financial impacts of the climate-related risks and opportunities. However, none of 

the Finnish companies have disclosed monetary information. Few reports included qualitative 

description of the financial impacts. This challenge was also acknowledged in the past literature, 

and thus, Finnish companies compare to their European peers very well in this area.  

The interviews gave good insights as to why the information of financial impacts is missing. Three 

reasons were identified: confidential information, lack of data and not developed enough systems. 

Incorporating ESG related data requires knowledge and data. The bigger the company, the more 

resources they have to incorporate ESG factors to their everyday work and acquire talents that 

can analyze the data. Smaller companies have less resources, so it takes time to integrate all the 

required ESG factors and the data to the systems. Also, because Finland is a relatively small 

country, most companies are small and mid-sized corporations, and there is not much data 

available on these companies. Thus, companies are forced to apply industry averages to estimate 

the financial impact of a certain climate risk or opportunity. This is especially relating to financial 

companies.  
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When the data analysis is done, companies receive information of the financial impacts. However, 

they are struggling with the decision what they can disclose and what information should be kept 

confidential. The confidentiality aspect was present especially in strategy and the risk 

management categories and thus, some of the information remained shallow. The fact that 

financial impacts are missing were acknowledged by many companies in the interviews. 

Especially financial companies raised this concern. The most advanced reports within financial 

implications were those of non-financial firms where few of them had qualitative description of 

the financial impacts.  

The confidentiality of information is also reflecting to the presentation of climate-related 

opportunities which were of a lesser attention compared to risks. Climate-related opportunities 

can relate to future investment and investment strategies which are considered as trade secrets in 

most companies.  

Because the TCFD framework, so far, remains voluntary companies can decide what information 

they include and what they leave out. This poses a risk for greenwashing. Prior literature has found 

that companies tend to disclose positive information and leave out the negative one. Based on the 

content analysis, it is difficult to say whether Finnish companies engage in greenwashing as it was 

not in the scope of this study and thus, the issue was not investigated. However, it is important to 

note that as long as sustainability reporting, and in case of this study, TCFD reporting remains 

voluntary there is a risk for greenwashing.  

To conclude, and to answer the research questions of the study, Finnish companies have 

implemented TCFD reporting quite well on general level, however, further work is needed. There 

were quite a few challenges related to TCFD reporting but the main challenges relate to 

confidential information and the lack of accurate data. The data aspect also related to the 

knowledge and use of data – how to analyze the data, what systems to use and whether the 

information is incorporated correctly in the systems. As TCFD reporting is still a work-in-progress 

for companies, there is not much financial impacts shown in the reports, partly because its 

confidential information and partly because of the lack of data. The findings regarding reporting, 

and the findings related to the motivators of TCFD reporting – stakeholder pressure, managing 

corporate image as well as following the example of competitors and desire to be a forerunner – 

are in line with prior literature.  
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7 CONCLUSION 

Sustainability and ESG topics have become popular topics in the academia during the last few 

decades, however, research on climate risk reporting in still quite new. The TCFD framework was 

developed to improve climate reporting - to make companies pay attention to climate change and 

see what are the relevant risks and opportunities associated to the company. While TCFD 

reporting is still pretty much a work-in-progress not only within the practitioners are but also in 

the academia and law enforcement side, the topic is current and enjoys the interest of many 

stakeholders.  

Because of the shortcomings in the existing literature, this study tried to provide information on 

the current state of the TCFD reporting in Finland, address the challenges companies face in 

TCFD reporting and shed light on what motivates companies to adopt TCFD reporting. This is the 

first research to study Finnish companies TCFD reporting practices. Findings indicated that while 

Finnish companies have adopted TCFD reporting quite well and in general the quality of reporting 

is good, there is still room for improvement especially when presenting the financial impacts, as 

that is the core of the framework. Currently none of the Finnish companies disclosure monetary 

information related to climate risks and opportunities. Another area of improvement is the 

scenario work. There were no significant differences in reporting between financial and non-

financial sector, other than non-financial companies tend to provide more information on the 

ESG-related issues in general compared to financial sector. The results regarding TCFD reporting 

are similar to prior literature, the main message being that for many companies this is still a work-

in-progress.  

It was found in this study that the different institutional isomorphic pressures act as drivers for 

adopting TCFD reporting. The coercive pressure, stemming from stakeholders, was found to be 

the main driver for adopting TCFD reporting practice. Other factors were related to the market; 

companies want to become forerunners or gain competitive advantage by disclosing climate-

related information, and they do not want to fall behind from the progress in the field. It came out 

in the interviews that many companies are looking what kind of information their competitors are 

disclosing. Thus, the drivers resulting from normative and mimetic pressures were also found. 

These findings are in line with previous literature on sustainability reporting, however, because 

of TCFD framework being so young there is no prior literature on the factors that drive companies 

to implement TCFD reporting practices.   
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This study was conducted using a sample that consisted of 14 companies. The content analysis 

was made to all 14 companies and 10 company representatives that agreed to an interview. The 

number of Finnish TCFD supporters has grown during the time this study was made which can 

be regarded as an indicator that companies view climate reporting as an important matter. Other 

limitations of this study includes that it didn’t take into account the sector specific 

recommendations, nor it went deep to scenario analysis. Scenario analysis was studied within the 

limit that the disclosure c of Strategy part suggests. Scenario analysis is in the interest of investors 

as it provides information of where the company stands in different climate scenarios.  

The limitations of this study provide good avenues for further research. An interesting topic to 

study would be increasing the sample size and possibly to study what is the state of TCFD 

reporting in the Nordics region or to simply compare how have companies developed their 

information on TCFD disclosures from the time they began to report in accordance with TCFD 

until now. Another interesting subject would be to study institutional investors and their 

compliance with TCFD reporting, taking into account the sector specific recommendations. 

Scenario analysis being one of the most challenging part of the reporting framework, it would be 

intriguing to study this area more once it becomes more developed.  

This study provides some relevant contribution to existing literature, practitioners and the 

regulators. Firstly, as climate reporting is still quite little researched, this study is the first one in 

Finland that investigates the state of TCFD reporting in the country. Second, many companies are 

facing challenges when trying to comply with the disclosure requirements. In this research paper, 

the shortcomings in the reporting are clearly stated, and it provides information for preparers on 

which areas they should pay more attention. This can also work as an encouragement for smaller 

companies to join the TCFD supporters list and adopt the reporting as the challenges and pitfalls 

are stated clearly. Also, the study contains thorough information of the disclosure requirements. 

Regulators would benefit from reading this study by understanding the needs of practitioners. 

Currently, all the interviewees are voicing towards more unite and standardized climate reporting.  
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APPENDIX 1 INTERVIEW QUESTIONS 

Background 

• What is your role in the organisation? 

• What does your tasks include? 

 

TCFD framework in general 

• What the TCFD framework is in your opinion? 

• What are the main problems and challenges of the framework? 

• What are the pros and cons of the framework? 

 

Adopting the TCFD framework 

• Why did you decide to adopt TCFD framework in your reporting practises? 

• Financial sector companies: Do you use your investee companies’ sustainability reports 

as a source of your own reporting? How big of a role these reports play? 

• Non-financial companies: Did you feel pressure from financial sector 

companies/investors to adopt the TCFD framework?  

 

Reporting 

• Who takes part in compiling the information to the report? 

• Do you use outside service providers to help you with reporting? 

• What category is the most challenging to report about? Why? 

• What challenges do you face when reporting about the following categories: 

o Governance 

o Strategy 

o Risk Management 

o Metrics and Targets? 

• What is the easiest category to report about? Why? 

 

Scenario analysis 

• How do you feel about scenario analysis? What are the challenges related to it? 

• Do you use existing form make scenario analysis? 

 

Data 

• How do you collect data for TCFD reporting? 

• Has the framework made you invent new data collection practises? 

• What challenges do you face in relation to data collection and data? 
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APPENDIX 2 INTERVIEW SUMMARY 

Code Interview date Duration of the interview 

Company 1 28.5.2021 1 h 1 min 

Company 2 31.5.2021 33 min 

Company 3 2.6.2021 1 h 4 min 

Company 4 14.6.2021 55 min 

Company 5 15.6.2021 1 h 10 min 

Company 6 17.6.2021 1 h 6 min 

Company 7 17.6.2021 47 min 

Company 8 18.6.2021 38 min 

Company 9 18.6.2021 53 min 

Company 10 23.6.2021 1 h 4 min 

 


