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Abstract 

The proliferation of mandatory Environmental, Social, and Governance (ESG) disclosure 

requirements represents a fundamental transformation in global corporate law. This article 

undertakes a comprehensive comparative analysis of ESG disclosure regimes across the 

European Union, United States, United Kingdom, India, Japan, and China, examining the 

legal frameworks, materiality approaches, enforcement mechanisms, and compliance 

architectures that define contemporary corporate governance. Through systematic 

evaluation of legislative texts, regulatory guidelines, and empirical compliance data, this 

research identifies patterns of convergence toward standardized sustainability reporting 

alongside persistent divergences rooted in jurisdictional legal traditions, economic 

priorities, and governance philosophies. The study reveals that while the EU's Corporate 

Sustainability Reporting Directive establishes the most comprehensive mandatory 

framework through double materiality assessment, Anglo-American jurisdictions maintain 

investor-focused financial materiality approaches, and Asian economies blend mandatory 

compliance with cultural stakeholder expectations. The article analyzes critical 

implementation challenges including extraterritorial application, cross-border regulatory 

conflicts, data verification complexities, and the tension between harmonization and 

regulatory competition. This comparative framework contributes to theoretical 

understanding of transnational corporate law convergence while offering practical guidance 
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for multinational corporations navigating fragmented disclosure obligations. The findings 

suggest that despite increasing regulatory alignment, fundamental differences in materiality 

definitions, enforcement mechanisms, and stakeholder primacy will perpetuate a multi-

polar ESG disclosure landscape requiring sophisticated compliance strategies. 

Keywords: ESG disclosure, comparative corporate law, corporate sustainability reporting, 

double materiality, regulatory convergence, corporate governance, CSRD, stakeholder 

capitalism 

 

I. Introduction 

The transformation of corporate disclosure obligations through mandatory Environmental, 

Social, and Governance (ESG) reporting requirements constitutes one of the most 

significant developments in comparative corporate law of the twenty-first century. What 

began as voluntary corporate social responsibility initiatives has evolved into 

comprehensive, legally enforceable disclosure regimes that fundamentally reshape the 

relationship between corporations, investors, stakeholders, and regulatory authorities[1]. 

The rapid proliferation of mandatory ESG disclosure frameworks across major jurisdictions 

reflects converging pressures from institutional investors demanding standardized 

sustainability metrics, civil society organizations advocating stakeholder protection, and 

governments pursuing climate change mitigation and social equity objectives through 

corporate accountability mechanisms[2]. 

This regulatory transformation raises profound questions about the nature and future 

direction of corporate law itself. Traditional corporate law frameworks, premised on 

shareholder primacy and financial disclosure, are being supplemented—and in some 

jurisdictions, fundamentally restructured—by stakeholder-oriented reporting obligations 

that require corporations to measure, disclose, and potentially internalize their 

environmental and social externalities[3]. The theoretical foundations of corporate purpose, 

fiduciary duties, and disclosure obligations are being reconsidered through the lens of 

sustainability and stakeholder capitalism[4]. 

Yet despite apparent convergence toward mandatory ESG disclosure, significant 

divergences persist across jurisdictions in fundamental design choices: the definition of 

materiality, the scope of reporting obligations, enforcement mechanisms, assurance 
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requirements, and the underlying governance philosophies that animate regulatory 

approaches[5]. These differences reflect deeper variations in legal traditions, economic 

structures, and societal values that shape corporate law systems. 

 

Research Objectives and Contributions 

This article undertakes a comprehensive comparative analysis of mandatory ESG disclosure 

regimes across six major jurisdictions: the European Union, United States, United 

Kingdom, India, Japan, and China. The research pursues four primary objectives: 

1. Systematic Framework Comparison: To analyze and compare the legal 

architecture, substantive requirements, and procedural mechanisms of major ESG 

disclosure regimes, identifying both commonalities and divergences in regulatory 

design. 

2. Materiality Analysis: To examine how different jurisdictions conceptualize and 

operationalize materiality in ESG disclosure, with particular focus on the EU's 

double materiality approach versus financial materiality frameworks. 

3. Implementation Challenges: To identify practical challenges facing multinational 

corporations subject to multiple, potentially conflicting disclosure obligations, 

including issues of extraterritoriality, data collection, verification, and compliance 

costs. 

4. Theoretical Implications: To assess whether ESG disclosure requirements 

represent convergence toward global corporate law harmonization or reflect 

persistent path dependencies and regulatory competition among jurisdictions. 

This research contributes to comparative corporate law scholarship in several dimensions. 

First, it provides the first comprehensive comparative analysis incorporating recent 2025-

2026 regulatory developments, including the EU CSRD implementation, SEC climate 

disclosure modifications, and India's expanded BRSR requirements[6][7]. Second, it 

develops an analytical framework for comparing ESG disclosure regimes across the 

dimensions of scope, materiality, enforcement, and stakeholder orientation. Third, it 

examines the extraterritorial effects of domestic ESG regulations, analyzing how 

jurisdictions assert regulatory authority over foreign corporations and the resulting 

compliance complexities. Finally, it contributes to theoretical debates about regulatory 
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convergence, stakeholder capitalism, and the future of corporate governance by examining 

whether mandatory ESG disclosure represents a fundamental paradigm shift or incremental 

evolution in corporate law. 

 

Methodology and Structure 

This comparative analysis employs doctrinal legal research methodology, examining 

primary legislative texts, regulatory guidelines, enforcement actions, and official guidance 

documents from relevant authorities in each jurisdiction[8]. The research incorporates 

analysis of international standard-setting initiatives, including the International 

Sustainability Standards Board (ISSB), Global Reporting Initiative (GRI), and Task Force 

on Climate-related Financial Disclosures (TCFD)[9].  

The article proceeds as follows. Part II examines the European Union's comprehensive 

CSRD framework, analyzing its double materiality approach, European Sustainability 

Reporting Standards, and phased implementation timeline. Part III analyzes North 

American approaches, comparing the SEC's climate disclosure rules with California's state-

level requirements and examining the UK's integrated reporting framework. Part IV 

explores Asian regulatory models, focusing on India's mandatory CSR and BRSR 

frameworks, Japan's corporate governance code revisions, and China's green finance 

initiatives. Part V undertakes comparative analysis across dimensions of scope, materiality, 

enforcement, and stakeholder orientation. Part VI examines implementation challenges for 

multinational corporations, including cross-border conflicts, data collection complexities, 

and assurance requirements. Part VII analyzes theoretical implications for corporate law 

convergence and stakeholder capitalism. Part VIII concludes with observations on the 

future trajectory of global ESG disclosure regulation. 

 

II. The European Union: Comprehensive Sustainability Reporting Through the 

CSRD 

A. Legislative Framework and Evolution 

The European Union has established the world's most comprehensive mandatory ESG 

disclosure regime through the Corporate Sustainability Reporting Directive (CSRD), which 

entered into force in January 2023 and replaced the previous Non-Financial Reporting 
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Directive (NFRD)[10]. The CSRD represents a fundamental expansion of corporate 

sustainability reporting obligations, increasing the number of companies subject to 

mandatory disclosure from approximately 11,000 under the NFRD to nearly 50,000 

companies—representing approximately 75% of the EU's corporate turnover[11]. 

The CSRD forms part of the EU's broader sustainable finance regulatory architecture, 

which includes the Taxonomy Regulation establishing classification criteria for 

environmentally sustainable economic activities, the Sustainable Finance Disclosure 

Regulation (SFDR) requiring financial market participants to disclose sustainability risks, 

and the proposed Corporate Sustainability Due Diligence Directive (CSDDD) establishing 

mandatory human rights and environmental due diligence obligations[12]. This integrated 

regulatory framework reflects the EU's strategic objective of channeling capital toward 

sustainable investments while enhancing corporate accountability for environmental and 

social impacts[13]. 

 

B. Scope and Applicability 

The CSRD applies on a phased basis to multiple categories of companies: 

Large EU Companies: Companies meeting at least two of three criteria: (1) balance sheet 

total exceeding €25 million; (2) net turnover exceeding €50 million; (3) average of 250 or 

more employees[14]. These companies must begin reporting under CSRD for financial 

years starting January 1, 2024, with first reports published in 2025. 

Listed Small and Medium Enterprises (SMEs): Listed SMEs not qualifying as large 

companies must comply beginning with financial years starting January 1, 2026, with 

proportionate reporting requirements and an opt-out provision until 2028[15]. 

Non-EU Companies: Third-country companies with EU-generated net turnover exceeding 

€150 million and having either: (1) at least one EU subsidiary qualifying as a large company 

or listed SME, or (2) at least one EU branch with net turnover exceeding €40 million in 

each of the two preceding financial years[16]. These companies must comply beginning 

with financial years starting January 1, 2028. 

This broad scope ensures comprehensive coverage of the EU corporate sector while 

imposing significant extraterritorial effects on non-EU multinational corporations 

conducting substantial business within the Union[17]. 
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C. Double Materiality: A Paradigm Shift 

The CSRD's most distinctive and theoretically significant feature is its codification of 

"double materiality" as the foundation for sustainability reporting[18]. Double materiality 

requires companies to report on two distinct dimensions: 

Impact Materiality: Information about the company's impacts on people and the 

environment, regardless of whether those impacts affect the company's financial 

performance. This dimension captures the company's externalities and stakeholder effects, 

reflecting a stakeholder-oriented corporate governance philosophy[19]. 

Financial Materiality: Information about sustainability matters that create risks or 

opportunities affecting the company's financial position, performance, cash flows, or cost 

of capital. This dimension aligns with traditional investor-focused disclosure 

obligations[20]. 

The double materiality assessment requires companies to identify which sustainability 

matters are material from either or both perspectives, with mandatory disclosure of all 

doubly material topics[21]. This approach fundamentally expands the scope of corporate 

accountability beyond investor protection to encompass broader stakeholder and societal 

impacts. 

Dimension Focus Key Question 

Impact 

Materiality 

Company's effects on 

environment and society 

How do our business activities affect 

stakeholders, communities, and 

ecosystems? 

Financial 

Materiality 

Sustainability risks and 

opportunities affecting 

company 

How do environmental and social 

factors affect our financial 

performance and enterprise value? 

Double 

Materiality 

Integration of both 

perspectives 

What sustainability matters are 

significant from either impact or 

financial perspective? 

Table 1: Double Materiality Framework Under CSRD 
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D. European Sustainability Reporting Standards (ESRS) 

The CSRD mandates reporting according to European Sustainability Reporting Standards 

(ESRS) adopted by the European Commission following technical advice from the 

European Financial Reporting Advisory Group (EFRAG)[22]. The first set of ESRS, 

adopted in July 2023, comprises twelve standards organized into three categories: 

Cross-cutting Standards: ESRS 1 (General Requirements) and ESRS 2 (General 

Disclosures) apply to all companies and establish foundational reporting principles, 

including the double materiality assessment process, value chain considerations, and 

governance structures[23]. 

Environmental Standards: Five topical standards covering climate change (ESRS E1), 

pollution (ESRS E2), water and marine resources (ESRS E3), biodiversity and ecosystems 

(ESRS E4), and circular economy (ESRS E5)[24]. 

Social Standards: Four standards addressing own workforce (ESRS S1), workers in value 

chain (ESRS S2), affected communities (ESRS S3), and consumers and end-users (ESRS 

S4)[25]. 

Governance Standard: ESRS G1 addresses business conduct, including corporate culture, 

whistleblower protection, anti-corruption, political influence, and supplier relationship 

management[26]. 

The ESRS include both mandatory disclosure requirements applicable to all companies and 

topic-specific requirements that apply only when material based on the double materiality 

assessment[27]. This structure balances comprehensiveness with proportionality, ensuring 

baseline comparability while permitting company-specific relevance determination. 

 

E. Value Chain Reporting and Phased Implementation 

A particularly demanding aspect of CSRD is the requirement to report on sustainability 

matters throughout the company's value chain, encompassing upstream suppliers and 

downstream distribution, use, and end-of-life treatment of products[28]. For fiscal year 

2025-26, value chain reporting is voluntary for India's top 250 listed companies, 

transitioning to mandatory third-party verification by 2026-27[29]. 

The EU has adopted a phased approach recognizing implementation challenges. Companies 

may omit prior-year comparative data in their first CSRD reports, and proportionate 
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requirements apply to SMEs[30]. However, the Commission has rejected industry requests 

for broad phase-ins, maintaining that climate change urgency requires comprehensive 

reporting without extended transition periods. 

 

F. Assurance and Enforcement 

The CSRD mandates independent assurance of sustainability information, initially 

requiring "limited assurance" with transition to "reasonable assurance" by 2028[31]. This 

represents a significant enhancement over the NFRD, which did not require assurance. 

Sustainability reports must be submitted in a standardized, machine-readable European 

Single Electronic Format (ESEF) to facilitate comparability and automated analysis[32]. 

Enforcement mechanisms include administrative sanctions, civil liability provisions in 

member state laws, and potential criminal penalties for egregious violations[33]. The 

directive requires member states to ensure that administrative sanctions are "effective, 

proportionate and dissuasive," though specific penalty frameworks vary by jurisdiction[34]. 

 

III. North American Approaches: Financial Materiality and State-Level Innovation 

A. United States: SEC Climate Disclosure Rules 

1. Regulatory Development and Final Rule 

The United States Securities and Exchange Commission (SEC) adopted final climate 

disclosure rules in March 2024, though implementation has been stayed pending judicial 

review[35]. The rules represent the culmination of over three years of rulemaking following 

the SEC's March 2021 request for public comment, generating over 24,000 comment 

letters—the second-highest in SEC history[36]. 

The final rules, substantially narrowed from the initial proposal, require disclosure of 

climate-related risks that have materially affected or are reasonably likely to materially 

affect the registrant's business, results of operations, or financial condition[37]. Key 

requirements include: 

Climate Risk Governance: Description of board oversight and management's role in 

assessing and managing climate-related risks[38]. 

Greenhouse Gas Emissions: Scope 1 and Scope 2 emissions disclosure when material or 

when the company has publicly disclosed climate targets or transition plans. Notably, the 
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final rules eliminated proposed mandatory Scope 3 emissions disclosure following intense 

industry opposition[39]. 

Climate Targets and Transition Plans: Disclosure of publicly announced climate targets, 

interim goals, monitoring processes, and whether targets represent absolute or intensity 

reductions[40]. 

Financial Statement Impacts: Quantitative disclosure of climate-related impacts on 

specific financial statement line items, with a one percent materiality threshold for 

aggregated impacts[41]. 

 

2. Financial Materiality Standard 

The SEC rules adhere strictly to the traditional financial materiality standard articulated in 

TSC Industries, Inc. v. Northway, Inc., requiring disclosure only when there is a substantial 

likelihood that a reasonable investor would consider the information important in making 

investment decisions[42]. This investor-centric approach contrasts sharply with the EU's 

double materiality framework, reflecting fundamental differences in regulatory philosophy 

and corporate governance models[43]. 

The SEC explicitly rejected stakeholder-focused disclosure requirements, stating that its 

mandate extends to investor protection rather than broader social or environmental policy 

objectives[44]. This position has generated criticism from environmental advocates arguing 

that the narrow materiality standard inadequately addresses systemic climate risks, while 

business groups contend that even financial materiality requirements impose excessive 

compliance burdens[45]. 

 

3. Implementation Status and Legal Challenges 

Implementation of the SEC climate rules has been stayed pending resolution of multiple 

legal challenges filed in federal courts by industry groups, Republican-led states, and 

environmental organizations (challenging inadequacy)[46]. The litigation raises 

fundamental questions about SEC regulatory authority, the scope of mandatory disclosure 

obligations, and the application of the major questions doctrine to agency climate 

initiatives[47]. 
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Given this legal uncertainty, many U.S. companies have adopted wait-and-see approaches 

to climate disclosure, though voluntary reporting according to TCFD and ISSB standards 

continues to increase[48]. 

 

B. California State-Level Mandates 

California has enacted two groundbreaking state-level climate disclosure laws that extend 

beyond SEC requirements and apply to both public and private companies[49]: 

Senate Bill 253 (Climate Corporate Data Accountability Act): Requires companies with 

total annual revenues exceeding $1 billion that do business in California to annually 

disclose Scope 1, 2, and 3 greenhouse gas emissions verified by a third-party assurance 

provider[50]. Scope 3 disclosure—covering emissions from the entire value chain—

represents a more comprehensive requirement than the SEC rules. 

Senate Bill 261 (Greenhouse Gases: Climate-Related Financial Risk): Requires 

companies with annual revenues exceeding $500 million to prepare biennial climate-related 

financial risk reports consistent with TCFD recommendations[51]. 

These California laws, which began phasing in for 2026 reporting years, create a dual-track 

regulatory structure in the United States, with state requirements potentially exceeding 

federal standards[52]. The laws' applicability to companies merely "doing business" in 

California—a broadly interpreted standard—creates substantial extraterritorial effects 

similar to the EU CSRD[53]. 

 

C. United Kingdom: Integrated Reporting Framework 

The United Kingdom has developed an integrated sustainability reporting framework 

combining mandatory disclosure requirements with alignment to international 

standards[54]. Following Brexit, the UK has pursued regulatory autonomy while 

maintaining substantial alignment with EU approaches to facilitate cross-border 

business[55]. 

Companies Act Requirements: The Companies Act 2006, as amended, requires quoted 

companies to include a strategic report containing information about environmental 

matters, employees, social, community, and human rights issues necessary for 

understanding the company's development, performance, and position[56]. 
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Streamlined Energy and Carbon Reporting (SECR): Large companies must disclose 

energy use, greenhouse gas emissions, and energy efficiency measures in annual 

reports[57]. 

Task Force on Climate-related Financial Disclosures (TCFD): Since 2021, premium-

listed commercial companies must include TCFD-aligned disclosures in annual financial 

reports on a "comply or explain" basis[58]. 

Sustainability Disclosure Requirements (SDR): The Financial Conduct Authority 

proposed comprehensive SDR for investment products and investment managers, aligning 

with ISSB standards while maintaining some EU CSRD compatibility[59]. 

The UK approach emphasizes principles-based regulation and international standard 

alignment rather than prescriptive requirements, reflecting common law regulatory 

traditions[60]. However, the government has indicated interest in potentially adopting more 

comprehensive mandatory requirements similar to the CSRD, though political transitions 

have slowed such developments[61]. 

 

D. Modern Slavery Act Transparency Requirements 

A distinctive element of UK corporate law is Section 54 of the Modern Slavery Act 2015, 

requiring commercial organizations with annual turnover of £36 million or more supplying 

goods or services and carrying on business in any part of the UK to prepare annual slavery 

and human trafficking statements[62]. These statements must describe steps taken to ensure 

modern slavery is not occurring in the organization's business or supply chains, or state that 

no steps have been taken[63]. 

Updated guidance issued in 2024 reinforces six reporting areas: organizational structure 

and supply chains, policies, due diligence processes, risk assessment, effectiveness 

measurement, and training[64]. The requirement applies extraterritorially to non-UK 

companies operating in Britain, similar to ESG disclosure frameworks' territorial reach[65]. 

The Modern Slavery Act illustrates the UK's leadership in specific social governance areas, 

though enforcement has been criticized as insufficient given the lack of penalties for non-

compliance beyond reputational consequences[66]. 
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IV. Asian Regulatory Models: Diverse Approaches to Mandatory Disclosure 

A. India: Mandatory CSR and Expanding BRSR Framework 

1. Corporate Social Responsibility Under the Companies Act 2013 

India implemented one of the world's first mandatory corporate social responsibility 

regimes through Section 135 of the Companies Act, 2013[67]. Companies meeting 

specified financial thresholds—net worth of ₹500 crore or more, turnover of ₹1,000 crore 

or more, or net profit of ₹5 crore or more during any financial year—must constitute a 

Corporate Social Responsibility Committee and spend at least 2% of average net profits of 

the preceding three years on CSR activities specified in Schedule VII[68]. 

Schedule VII identifies qualifying activities including poverty eradication, education, 

health, environmental sustainability, heritage protection, armed forces support, and rural 

development projects[69]. Companies must give preference to local areas where they 

operate, though spending in other regions is permitted[70]. 

The mandatory CSR framework represents a distinctive Indian approach blending legal 

obligation with traditional stakeholder-oriented business philosophy rooted in Gandhian 

trusteeship concepts[71]. While companies must spend the mandated 2% or explain non-

compliance in board reports, enforcement has been relatively light, with criminal penalties 

applicable only in cases of persistent, willful non-compliance[72]. 

 

2. Business Responsibility and Sustainability Reporting (BRSR) 

The Securities and Exchange Board of India (SEBI) mandated Business Responsibility and 

Sustainability Reporting for the top 1,000 listed companies by market capitalization 

beginning with fiscal year 2022-23[73]. BRSR replaced the earlier Business Responsibility 

Report framework, substantially expanding disclosure requirements and aligning with 

international ESG standards including GRI, SASB, and TCFD[74]. 

BRSR requires disclosure across nine principles organized into three sections covering 

governance, environmental performance, and social responsibility[75]. Key features 

include: 

Essential Indicators: Mandatory quantitative and qualitative metrics applicable to all 

companies[76]. 
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Leadership Indicators: Voluntary advanced disclosure demonstrating best practices and 

sector leadership[77]. 

Value Chain Reporting: Beginning fiscal year 2025-26, the top 250 companies must 

report on value chain ESG matters, with voluntary disclosure in 2025-26 transitioning to 

mandatory third-party assured reporting in 2026-27[78]. 

Assurance Requirements: Phased implementation of mandatory assurance, beginning 

with limited assurance and progressing toward reasonable assurance for top-tier 

companies[79]. 

The BRSR framework reflects India's effort to develop domestically appropriate 

sustainability reporting aligned with international standards while accounting for the 

country's developing economy status and diverse corporate sector[80]. 

Section Principles Key Disclosure Areas 

Governance P1-P2 
Ethics, transparency, stakeholder engagement, board 

diversity 

Environment P3-P5 Employee well-being, stakeholder welfare, human rights 

Social P6-P9 
Environmental management, resource efficiency, climate 

action, biodiversity 

Table 2: SEBI BRSR Framework Structure 

 

3. Comparative Analysis: CSR vs. BRSR 

India's dual framework of mandatory CSR spending and BRSR disclosure creates unique 

corporate obligations. CSR focuses on substantive spending requirements and project 

implementation, while BRSR emphasizes transparency and reporting[81]. The two 

frameworks complement rather than duplicate obligations, with BRSR including disclosure 

of CSR activities and expenditures among its essential indicators[82]. 

This dual approach reflects India's attempt to balance stakeholder expectations for corporate 

social contribution with investor demands for standardized ESG disclosure[83]. However, 

it also creates compliance complexities and potentially conflicting priorities, as companies 
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must allocate resources to both CSR project implementation and comprehensive 

sustainability reporting[84]. 

 

B. Japan: Governance Code Reforms and Sustainability Integration 

Japan has pursued ESG integration primarily through corporate governance code revisions 

rather than standalone sustainability disclosure mandates[85]. The Tokyo Stock Exchange 

and Japan's Financial Services Agency revised the Corporate Governance Code in 2021 

with explicit sustainability and ESG objectives[86]. 

Sustainability as Core Principle: The revised code establishes sustainability and ESG 

considerations as central to corporate governance, requiring boards to proactively address 

sustainability in business principles and codes of conduct[87]. 

Climate-Related Disclosure: Prime Market-listed companies must disclose climate-

related information following TCFD or equivalent frameworks[88]. This requirement 

applies on a "comply or explain" basis, maintaining Japan's preference for principles-based 

regulation over rigid mandates[89]. 

Board Oversight: Enhanced requirements for board composition, independence, and 

expertise, with expectation that boards develop sustainability-relevant capabilities and 

oversight mechanisms[90]. 

Stakeholder Engagement: Explicit recognition of stakeholder considerations, including 

employees, customers, suppliers, and communities, in corporate strategy and governance 

structures[91]. 

Japan's approach reflects a gradual integration of ESG considerations into existing 

corporate governance frameworks rather than creation of separate sustainability reporting 

regimes[92]. This evolutionary approach aligns with Japanese corporate culture 

emphasizing consensus-building, long-term relationships, and stakeholder harmony[93]. 

The code's "comply or explain" structure permits flexibility while establishing clear 

regulatory expectations[94]. However, critics argue that insufficient enforcement and 

monitoring undermine effectiveness, with many companies providing perfunctory 

explanations for non-compliance[95]. 
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C. China: Green Finance and Regulatory Expansion 

China has rapidly expanded ESG disclosure requirements as part of its broader green 

finance initiatives supporting carbon neutrality commitments[96]. Key developments 

include: 

Mandatory ESG Reporting: Companies listed on the Shanghai and Shenzhen stock 

exchanges in specified sectors (e.g., heavily polluting industries, financial institutions) must 

publish annual ESG or corporate social responsibility reports[97]. 

Green Bond Guidelines: Comprehensive standards for green bond issuance, requiring 

disclosure of environmental benefits and use of proceeds[98]. 

Carbon Trading and Emissions Monitoring: National carbon emissions trading scheme 

requiring covered entities to monitor, report, and verify greenhouse gas emissions[99]. 

Financial Institution Requirements: Banking and insurance regulators mandate ESG risk 

assessment and disclosure by financial institutions[100]. 

China's regulatory approach emphasizes state-directed sustainability objectives, with ESG 

disclosure serving policy goals of industrial transformation, pollution reduction, and 

climate target achievement[101]. The system combines mandatory requirements with 

strong government guidance and sectoral targeting[102]. 

However, China's ESG framework faces challenges including limited independent 

verification, concerns about data quality and reliability, and questions about enforcement 

consistency[103]. The lack of alignment with international standards also complicates 

cross-border comparison and foreign investment assessment[104]. 

 

V. Comparative Analysis: Convergence and Divergence 

A. Materiality Frameworks: The Central Divide 

The most fundamental divergence among ESG disclosure regimes lies in materiality 

definitions, which reflect deeper philosophical differences about corporate purpose and 

accountability[105]. 

Double Materiality (EU, India): The EU CSRD's double materiality standard, requiring 

disclosure of both impact on stakeholders/environment and financial effects on the 

company, represents the most expansive approach[106]. India's BRSR framework similarly 

encompasses stakeholder impacts beyond strict financial materiality[107]. These 
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approaches reflect stakeholder-oriented corporate governance philosophies and regulatory 

objectives extending beyond investor protection to broader social and environmental policy 

goals[108]. 

Financial Materiality (U.S., UK, Japan): The SEC's adherence to investor-focused 

financial materiality, the UK's emphasis on information necessary for understanding 

company performance, and Japan's TCFD-based disclosure all prioritize information 

relevant to investment decisions[109]. These frameworks reflect shareholder primacy 

traditions and regulatory mandates focused on capital market efficiency and investor 

protection[110]. 

Hybrid Approaches (California, China): California's state-level requirements blend 

financial risk disclosure (SB 261) with broader emissions reporting (SB 253) regardless of 

materiality determinations[111]. China's sectoral targeting similarly mandates disclosure 

based on industry characteristics rather than company-specific materiality 

assessments[112]. 

The materiality divergence creates substantial practical consequences for multinational 

corporations, which must conduct multiple materiality assessments under different 

standards, potentially leading to inconsistent disclosure across jurisdictions[113]. 

 

Jurisdiction Standard Definition Underlying Philosophy 

European 

Union 

Double 

Materiality 

Impact + Financial Stakeholder capitalism; 

corporate accountability 

United States 
Financial 

Materiality 

Investor decision-

relevance 

Shareholder primacy; 

investor protection 

United 

Kingdom 

Financial 

Materiality 

Company 

performance 

understanding 

Shareholder focus; 

market efficiency 

India Hybrid 
Stakeholder + 

investor focus 

Inclusive capitalism; 

social responsibility 
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Japan 
Financial 

Materiality 

TCFD-aligned risk 

focus 

Stakeholder harmony; 

long-term value 

China 
Sectoral 

Targeting 

State policy 

objectives 

State-directed 

development 

 

B. Scope and Applicability: Coverage Patterns 

ESG disclosure requirements vary substantially in scope, reflecting different regulatory 

priorities and administrative capacities[114]. 

Comprehensive Coverage (EU): The CSRD's phased implementation will ultimately 

cover approximately 50,000 companies, representing the broadest mandatory regime[115]. 

The inclusion of non-EU companies based on EU revenue creates significant extraterritorial 

effects[116]. 

Public Company Focus (U.S., India): The SEC rules apply only to public companies 

registered under U.S. securities laws, while India's BRSR applies to the top 1,000 listed 

companies by market capitalization[117]. This approach limits compliance burdens on 

private companies while ensuring that systemically significant corporations with access to 

public capital markets face disclosure obligations[118]. 

Revenue Thresholds (California, UK): California's $500 million (SB 261) and $1 billion 

(SB 253) revenue thresholds and the UK's Modern Slavery Act £36 million threshold 

capture large companies regardless of listing status[119]. These approaches recognize that 

private companies with substantial economic footprints have significant stakeholder 

impacts warranting disclosure[120]. 

Sectoral Targeting (China): China's industry-specific requirements focus on heavily 

polluting sectors, financial institutions, and state-owned enterprises, reflecting policy 

priorities of industrial transformation and risk management[121]. 

The scope variations create compliance complexity for multinational corporations, which 

may face disclosure obligations in some jurisdictions based on listing status, in others based 

on revenue or operations, and in yet others based on industry classification[122]. 
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C. Enforcement Mechanisms and Compliance Architecture 

Enforcement approaches range from stringent regulatory oversight with significant 

penalties to principles-based "comply or explain" frameworks with minimal sanctions[123]. 

Administrative Enforcement (EU, U.S.): The CSRD requires member states to establish 

"effective, proportionate and dissuasive" administrative sanctions, with some countries 

implementing fines up to several million euros[124]. The SEC has broad enforcement 

authority including cease-and-desist orders, civil penalties, and officer-and-director bars, 

though actual enforcement of climate disclosure requirements remains to be tested[125]. 

Criminal Penalties (India): India's Companies Act provides for criminal prosecution of 

directors and officers for persistent, willful non-compliance with CSR obligations, 

representing the most severe sanctioning regime[126]. However, actual criminal 

enforcement has been rare, with authorities preferring administrative actions and 

compliance monitoring[127]. 

Comply or Explain (Japan): Japan's corporate governance code operates on a "comply or 

explain" basis, requiring companies to either follow code provisions or explain 

deviations[128]. This approach provides flexibility while creating reputational incentives 

for compliance, though critics question its effectiveness absent mandatory requirements and 

sanctions[129]. 

Market-Based Mechanisms: Many jurisdictions rely substantially on market discipline, 

institutional investor pressure, and reputational consequences to drive ESG disclosure 

compliance[130]. Stock exchanges increasingly impose listing requirements incorporating 

sustainability reporting, creating indirect enforcement through market access 

conditions[131]. 

 

D. Assurance and Verification Requirements 

The credibility of ESG disclosure depends critically on verification and assurance 

mechanisms, which vary substantially across jurisdictions[132]. 

Mandatory Assurance (EU, California): The CSRD mandates independent assurance 

initially at limited assurance level, progressing to reasonable assurance by 2028[133]. 

California's SB 253 requires third-party verification of emissions data[134]. These 
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requirements address concerns about "greenwashing" and data reliability by imposing 

professional accountability standards similar to financial audit requirements[135]. 

Voluntary Assurance (U.S., UK, Japan): The SEC rules do not mandate assurance of 

climate disclosure, though companies may voluntarily obtain verification[136]. Similarly, 

UK and Japanese frameworks encourage but do not require assurance[137]. This approach 

reduces compliance costs while potentially limiting disclosure credibility[138]. 

Emerging Standards: The International Auditing and Assurance Standards Board 

(IAASB) has developed ISSA 5000, a sustainability assurance standard intended to 

establish global professional standards for ESG verification[139]. Jurisdictions requiring 

assurance increasingly reference these international standards, promoting cross-border 

consistency[140]. 

The assurance requirements divergence creates challenges for multinational corporations, 

which may obtain assurance in jurisdictions mandating it while facing decisions about 

voluntary assurance elsewhere to maintain credibility and comparability[141]. 

 

VI. Implementation Challenges for Multinational Corporations 

A. Cross-Border Regulatory Conflicts and Extraterritorial Effects 

Multinational corporations face substantial challenges navigating overlapping and 

potentially conflicting ESG disclosure obligations across jurisdictions[142]. Several 

dimensions of cross-border complexity merit analysis: 

Jurisdictional Overlap: A multinational corporation headquartered in the United States, 

listed on EU exchanges, operating in California, and conducting business in India may 

simultaneously face SEC climate disclosure rules, CSRD requirements, California SB 253 

and SB 261 mandates, and India's BRSR obligations[143]. Each regime has different 

materiality standards, reporting formats, assurance requirements, and timelines, requiring 

sophisticated compliance management systems[144]. 

Extraterritorial Application: Both the EU CSRD and California laws assert jurisdiction 

over non-domestic companies based on revenue generated within the jurisdiction or 

operations conducted there[145]. This extraterritorial reach—sometimes termed "the 

Brussels Effect" for the EU's global regulatory influence—creates compliance obligations 

for companies with no physical presence in the regulating jurisdiction[146]. 
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Conflicting Standards: Requirements may conflict, as when financial materiality 

standards suggest omitting information that double materiality standards mandate 

disclosing[147]. Companies must make strategic decisions about whether to adopt the most 

comprehensive requirements globally or maintain jurisdiction-specific disclosure 

variations[148]. 

Data Sovereignty and Privacy: ESG disclosure increasingly requires detailed information 

about employees, suppliers, and value chain partners, raising data protection issues under 

regimes like the EU's General Data Protection Regulation (GDPR) and India's Digital 

Personal Data Protection Act[149]. Balancing disclosure transparency with privacy 

protection creates complex compliance challenges[150]. 

 

B. Value Chain Data Collection and Scope 3 Emissions 

The most significant practical implementation challenge for many companies involves 

value chain data collection, particularly for Scope 3 greenhouse gas emissions[151]. 

Data Availability: Upstream suppliers and downstream customers may lack systems to 

measure and report sustainability metrics, especially in developing economies or among 

small businesses[152]. Companies must either invest in supplier capacity-building, use 

estimation methodologies, or disclose data limitations[153]. 

Standardization Issues: Lack of standardized measurement methodologies across 

industries and jurisdictions creates comparability problems and compliance 

uncertainty[154]. While initiatives like the GHG Protocol provide frameworks, application 

remains inconsistent[155]. 

Verification Challenges: Even when data exists, verifying value chain information across 

multiple tiers of suppliers or distributors involves enormous complexity and cost[156]. 

Third-party assurance providers may decline to verify data that relies substantially on 

estimates or unaudited supplier information[157]. 

Commercial Sensitivity: Detailed value chain disclosure may reveal competitively 

sensitive information about supplier relationships, pricing, volumes, and business 

strategies[158]. Companies must balance transparency requirements with legitimate 

confidentiality interests[159]. 
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The EU's phased approach to value chain reporting and California's inclusion of Scope 3 

emissions recognize these challenges while maintaining pressure for comprehensive 

disclosure[160]. However, the tension between regulatory ambition and practical feasibility 

remains unresolved[161]. 

 

C. Cost Implications and Resource Allocation 

Implementing comprehensive ESG disclosure systems requires substantial financial and 

human resource investment[162]. 

Systems and Technology: Companies need data management systems capable of 

collecting, aggregating, analyzing, and reporting ESG metrics across global 

operations[163]. Enterprise resource planning (ERP) systems typically designed for 

financial data require significant modification or supplementation[164]. 

Personnel and Expertise: ESG reporting demands expertise in environmental science, 

social metrics, sustainability frameworks, and corporate governance—capabilities distinct 

from traditional financial reporting personnel[165]. Companies must hire specialists, train 

existing staff, or engage consultants[166]. 

Assurance Costs: Third-party assurance of sustainability reports, whether mandatory or 

voluntary, involves significant fees, particularly as assurance progresses from limited to 

reasonable standards[167]. 

Opportunity Costs: Resources devoted to ESG reporting compliance represent 

opportunity costs, diverting capital and management attention from other strategic 

initiatives[168]. 

Small and medium enterprises face disproportionate compliance burdens relative to larger 

corporations with established sustainability functions[169]. The EU's proportionate 

requirements for SMEs and India's tiered approach based on market capitalization attempt 

to address this issue, though concerns about competitive disadvantages persist[170]. 

 

D. Timing and Coordination Issues 

The staggered implementation timelines across jurisdictions create coordination challenges 

for multinational corporations[171]. 
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Phased Rollouts: Different jurisdictions implement requirements on different schedules—

the EU's phased approach beginning 2024-2026, SEC rules (if implemented post-litigation) 

potentially beginning 2025-2026, and India's value chain requirements phasing in through 

2026-27[172]. Companies must manage multiple parallel implementation projects[173]. 

Financial Year Misalignment: Fiscal year differences across jurisdictions may require 

companies to prepare multiple reports for different periods, complicating data management 

and increasing costs[174]. 

Standard Evolution: International standard-setting bodies continue developing and 

revising frameworks (e.g., ISSB standards, GRI updates), potentially requiring companies 

to modify reporting approaches mid-implementation[175]. 

Effective coordination requires sophisticated project management, clear internal 

governance structures assigning ESG disclosure responsibilities, and strategic decisions 

about global harmonization versus jurisdiction-specific approaches[176]. 

 

VII. Theoretical Implications: Convergence or Persistent Divergence? 

A. Regulatory Convergence Theory and ESG Disclosure 

The proliferation of mandatory ESG disclosure requirements raises fundamental questions 

about global corporate law convergence[177]. Convergence theory suggests that economic 

globalization, regulatory competition, and institutional investor pressure drive corporate 

law systems toward common standards[178]. ESG disclosure regulation provides a 

contemporary test case for convergence dynamics[179]. 

Evidence of Convergence: Several factors suggest movement toward global ESG 

disclosure harmonization. First, international standard-setting initiatives by the ISSB, GRI, 

and TCFD provide common frameworks increasingly referenced by national 

regulations[180]. Second, multinational institutional investors demand consistent ESG 

metrics across portfolio companies regardless of domicile, creating market pressure for 

standardization[181]. Third, the extraterritorial effects of comprehensive regimes like the 

CSRD effectively impose requirements on non-EU companies, spreading standards 

globally[182]. Fourth, developing economies often reference established frameworks when 

designing domestic requirements, creating regulatory emulation effects[183]. 
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Persistent Divergence: However, fundamental divergences suggest limits to convergence. 

The materiality definition divide—double materiality versus financial materiality—reflects 

deeper philosophical disagreements about corporate purpose, stakeholder versus 

shareholder primacy, and the proper scope of regulatory intervention[184]. These 

differences are not mere technical variations but rather manifestations of distinct legal 

traditions, economic systems, and social values unlikely to converge absent profound 

political and cultural shifts[185]. 

Moreover, path dependency theory suggests that existing legal frameworks, institutional 

structures, and interest group coalitions create barriers to convergence[186]. The U.S. 

commitment to shareholder primacy and financial materiality, reinforced by decades of 

securities law precedent and powerful business lobbying, resists fundamental reorientation 

toward stakeholder-focused disclosure[187]. Similarly, the EU's stakeholder capitalism 

tradition and social market economy philosophy support expansive disclosure requirements 

that would face political resistance in more market-liberal jurisdictions[188]. 

 

B. Stakeholder Capitalism and Corporate Purpose 

ESG disclosure regulation implicates fundamental debates about corporate purpose and 

stakeholder capitalism[189]. 

Traditional Shareholder Primacy: The dominant Anglo-American corporate law theory 

of the late twentieth century held that corporations exist to maximize shareholder wealth, 

with managers owing fiduciary duties exclusively to shareholders[190]. Under this 

paradigm, disclosure obligations focus on information relevant to investment decisions, 

with environmental and social matters disclosed only when financially material[191]. 

Stakeholder Capitalism: Alternative theories emphasize that corporations should consider 

interests of multiple stakeholders—employees, suppliers, customers, communities, and the 

environment—not merely as means to shareholder wealth maximization but as legitimate 

ends in themselves[192]. This philosophy underpins mandatory disclosure of corporate 

impacts on stakeholders, as embodied in the CSRD's impact materiality dimension[193]. 

Mandatory ESG disclosure under double materiality standards represents partial 

operationalization of stakeholder capitalism, requiring corporations to account for 

stakeholder impacts even when not financially material[194]. This regulatory development 
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reflects broader reconsideration of corporate purpose, evidenced by the Business 

Roundtable's 2019 Statement on Corporate Purpose embracing stakeholder considerations 

and the rise of benefit corporation statutes[195]. 

However, the translation of stakeholder capitalism principles into mandatory disclosure 

does not necessarily transform corporate behavior or governance priorities[196]. Without 

accompanying changes to fiduciary duty standards, director election mechanisms, and 

enforcement rights, disclosure obligations may become compliance exercises rather than 

fundamental reorientations of corporate purpose[197]. 

 

C. The Brussels Effect and Regulatory Competition 

The EU's CSRD exemplifies the "Brussels Effect"—the phenomenon whereby the EU's 

substantial market size and comprehensive regulation create global standards as 

multinational corporations adopt EU requirements globally rather than maintaining 

jurisdiction-specific variations[198]. 

Upward Harmonization: When corporations comply with the most comprehensive 

jurisdiction's requirements across all operations, regulatory competition produces upward 

harmonization toward the strictest standards[199]. The CSRD's extraterritorial application 

to non-EU companies conducting significant EU business amplifies this effect, as 

companies may find global adoption of CSRD standards more efficient than dual reporting 

systems[200]. 

Race to the Top vs. Race to the Bottom: Traditional regulatory competition theory 

suggested that mobile capital would drive a "race to the bottom" as jurisdictions competed 

by reducing regulatory burdens[201]. However, the Brussels Effect demonstrates that in 

domains with significant consumer demand for regulation, network effects, and non-

relocatable market access, regulatory competition can produce races to the top[202]. 

Limits of the Brussels Effect: The Brussels Effect's power depends on several conditions: 

substantial market size creating compliance incentives, network effects making segregated 

compliance impractical, and non-divisible regulatory subjects[203]. Where these 

conditions weaken—for example, with purely domestic companies or easily segregable 

business operations—regulatory competition may still produce downward pressure or 

persistent divergence[204]. 
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The future trajectory of global ESG disclosure depends partly on whether other major 

economies, particularly the United States and China, converge toward EU-style 

comprehensive requirements or maintain alternative approaches[205]. If the U.S. persists 

with limited financial materiality disclosure and China continues sectoral targeting, a multi-

polar regulatory landscape will likely endure despite the Brussels Effect[206]. 

 

VIII. Conclusion 

The comparative analysis of mandatory ESG disclosure regimes reveals a global corporate 

law landscape characterized by simultaneous convergence and divergence—convergence 

in the general acceptance of corporate sustainability reporting obligations, divergence in 

fundamental design choices reflecting deeper governance philosophies and regulatory 

traditions[207]. 

Summary of Key Findings 

Materiality as Dividing Line: The conceptualization of materiality—whether double 

materiality encompassing stakeholder impacts or financial materiality focused on investor 

decision-relevance—represents the most significant and theoretically consequential 

divergence among ESG disclosure regimes[208]. This divergence reflects fundamental 

disagreements about corporate purpose, the scope of corporate accountability, and the 

proper role of regulatory intervention in corporate governance[209]. 

Extraterritorial Regulatory Reach: Major ESG disclosure regimes increasingly assert 

extraterritorial jurisdiction over non-domestic corporations based on revenue, operations, 

or market participation within the regulating jurisdiction[210]. This creates overlapping 

compliance obligations and effectively globalizes standards developed in comprehensive 

jurisdictions like the EU[211]. 

Implementation Complexity: Multinational corporations face substantial challenges 

navigating fragmented regulatory requirements, collecting value chain data, implementing 

assurance mechanisms, and managing compliance costs[212]. These practical difficulties 

may ultimately drive harmonization as companies pressure regulators and standard-setters 

toward convergent approaches[213]. 

Enforcement Variation: Enforcement mechanisms range from stringent administrative 

and criminal penalties to principles-based "comply or explain" frameworks relying on 
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market discipline[214]. The effectiveness of ESG disclosure obligations depends critically 

on enforcement credibility, with early evidence suggesting substantial variation in 

regulatory commitment and capacity[215]. 

 

Theoretical Contributions 

This research contributes to comparative corporate law theory in several dimensions. First, 

it demonstrates that ESG disclosure regulation reflects and reinforces divergent corporate 

governance models—stakeholder capitalism versus shareholder primacy—rather than 

representing neutral technical requirements[216]. Second, it illustrates how path 

dependency and legal origin continue to influence contemporary regulatory development 

despite globalization pressures toward convergence[217]. Third, it provides evidence for 

the Brussels Effect in corporate law, showing how comprehensive EU regulation creates 

global standards through market mechanisms rather than formal harmonization[218]. 

 

Policy Implications 

For policymakers, the analysis suggests several implications. First, international 

coordination and standard-setting initiatives deserve continued support, as harmonized 

disclosure frameworks reduce compliance costs and enhance comparability[219]. However, 

coordination should respect legitimate jurisdictional diversity in governance philosophies 

rather than imposing uniform approaches[220]. Second, enforcement mechanisms require 

careful calibration to ensure credibility without creating excessive sanctions for good-faith 

compliance efforts in complex, evolving regulatory environments[221]. Third, phased 

implementation and proportionate requirements for smaller companies balance 

comprehensive disclosure objectives with practical feasibility and competitive 

fairness[222]. 

 

Future Research Directions 

Several avenues for future research emerge from this analysis. Empirical studies examining 

actual corporate compliance patterns, disclosure quality, and investor responses across 

jurisdictions would illuminate whether regulatory differences produce meaningful variation 

in corporate behavior or merely compliance formalism[223]. Comparative enforcement 
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analysis tracking regulatory actions, penalties imposed, and compliance rates would assess 

practical effectiveness of different enforcement models[224]. Research on the economic 

impacts of ESG disclosure requirements—including effects on capital costs, investment 

decisions, and corporate sustainability performance—would inform cost-benefit analysis 

and regulatory design[225]. 

Additionally, the interaction between ESG disclosure obligations and other corporate law 

doctrines—particularly fiduciary duties, shareholder litigation rights, and stakeholder 

enforcement mechanisms—warrants systematic examination[226]. Do comprehensive 

disclosure requirements without accompanying enforcement mechanisms represent 

"symbolic politics" providing reassurance to sustainability advocates without 

fundamentally altering corporate conduct?[227] Or do transparency obligations alone 

generate market and reputational pressures sufficient to influence corporate behavior?[228] 

 

Concluding Observations 

The transformation of corporate disclosure through mandatory ESG reporting represents 

one of the most significant developments in twenty-first-century corporate law. While 

global convergence toward acceptance of sustainability reporting obligations is evident, 

fundamental divergences in materiality definitions, stakeholder philosophies, and 

regulatory approaches persist. These divergences reflect deeper variations in legal 

traditions, economic systems, and societal values that are unlikely to converge fully absent 

profound political and cultural shifts. 

For multinational corporations, the challenge lies in developing sophisticated compliance 

strategies that navigate fragmented requirements while maintaining operational efficiency 

and strategic coherence. For policymakers and standard-setters, the challenge involves 

balancing legitimate jurisdictional diversity with the practical imperative for sufficient 

harmonization to enable cross-border business and investment. 

The future trajectory of global ESG disclosure regulation will depend on the interplay of 

market forces, regulatory competition, international coordination initiatives, and evolving 

stakeholder expectations. What is certain is that corporate disclosure obligations have 

fundamentally expanded beyond traditional financial reporting to encompass 

environmental, social, and governance dimensions, reflecting a broader reconceptualization 
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of corporate accountability in contemporary capitalism. Whether this transformation 

represents merely enhanced transparency or a fundamental paradigm shift toward 

stakeholder capitalism remains to be determined through observation of regulatory 

evolution, enforcement patterns, and corporate behavioral responses in the coming decade. 
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