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A critical moment for climate action

The moment for accelerated climate action 1s now as emissions continue
to rise and countries prepare to assess what 1s likely limited progress
against their emissions targets at COP28. Still, progress elsewhere 1n

the form of expanding carbon pricing and corporate climate disclosure
mandates offer hope that ambition and action will converge.

The energy transition at an inflection point Carbon pricing schemes gather momentum

. The pathway to achieve net zero emissions by - Twenty-three percent of global greenhouse gas
2050 and no more than a 1.5°C temperature rise emissions now fall under carbon pricing schemes,
is narrowing. The International Energy Agency’s compared to only five percent in 2010. Growth looks
(IEA’s) latest Net Zero Roadmap found global energy set to continue with countries like Indonesia and
sector emissions rose to a record high in 2022. At the Japan expected to enact new schemes.
same time, the IEA projects energy sector emissions . Outside of more traditional schemes, this month
will peak this decade as clean energy growth reduces the European Union began requiring companies to
fossil fuel demand. More work is required, with collect data on their products’ embedded emissions
the IEA forecasting that renewable energy needs to in preparation for the 2026 enactment of its Carbon
triple by 2030 to keep net zero by 2050 in reach. Border Adjustment Mechanism, which will add a

. The upcoming COP28 climate summit in Dubai carbon price to imported products. Adding this cost
will aim to accelerate climate progress. Attendees to a previously unpriced externality will put further
will assess the first Global Stocktake of countries’ pressure on companies to reduce their emissions.

progress toward achieving their Paris-aligned
emissions targets. Additionally, COP28’s Emirati
organizers will push for countries to commit to
tripling renewable energy capacity by 2030 (as the
IEA Net Zero Roadmap calls for) and a mid-century
phase down of unabated fossil fuel use, which is
seen as too slow by many, including the

European Union.
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https://www.iea.org/reports/net-zero-roadmap-a-global-pathway-to-keep-the-15-0c-goal-in-reach/executive-summary
https://unfccc.int/topics/global-stocktake
https://www.ft.com/content/0e76d2ef-6f48-4377-8c8d-069a39f1ede1
https://www.reuters.com/business/environment/eu-seek-cop28-deal-phasing-out-fossil-fuels-draft-document-2023-09-01/
https://www.worldbank.org/en/news/press-release/2023/05/23/record-high-revenues-from-global-carbon-pricing-near-100-billion
https://www.economist.com/finance-and-economics/2023/10/01/how-carbon-prices-are-taking-over-the-world
https://taxation-customs.ec.europa.eu/carbon-border-adjustment-mechanism_en

The corporate climate disclosure landscape
continues to evolve

Corporate climate-related reporting requirements
continue to emerge across geographies. Starting in
2024, Australia will mandate its largest companies
and financial institutions to report on their climate-
related governance, strategy, risks and opportunities,
and metrics. Across the Pacific, California will require
companies operating in the state with revenues of
creater than $1 billion to report their Scope 1, 2, and

3 emissions starting in 2026, and require companies
with revenues greater than $500 million to report their
climate-related financial risks starting the same year.

Whether companies have the expertise to appropriately
address emerging reporting requirements remains

to be seen. One recent survey of Board members
found that 48 percent report missing the necessary
skills and expertise needed to address climate-
related issues. Other companies are struggling to find
and keep workers because of their climate impact.
For example, o1l and gas companies in the U.S. are
grappling with a hiring shortage due to falling
enrollments in petroleum engineering programs
stemming in part from prospective students’ climate
change concerns.
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https://sustainabilitymag.com/articles/australia-mandatory-climate-reporting-for-companies-in-2024
https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=202320240SB253
https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=202320240SB261
https://www.wtwco.com/en-us/insights/2023/07/infographic-boards-see-improvement-opportunities-in-climate-and-governance-areas
https://www.wsj.com/articles/big-oils-talent-crisis-high-salaries-are-no-longer-enough-194545be?campaign_id=4&emc=edit_dk_20230807&instance_id=99445&mod=rss_markets_main&nl=dealbook&regi_id=173864123&segment_id=141330&te=1&user_id=1ea67c70cf084ed8af9aa37f511f6ae3

The dynamic corporate nature landscape

The release of the Taskforce on Nature-related Financial Disclosures’
(TNFD) final recommendations, which establish a new formula for
nature-related disclosure, comes at a time when companies’ existing
disclosure efforts languish. However, other areas of corporate nature
action are much more dynamic as coalitions form to help companies
reduce their nature-related impacts.

Nature-related disclosure, defined Slow corporate nature progress receives catalysts

- The launch of the TNFD disclosure recommendations
will help the many companies that do not yet report
on nature. The World Benchmarking Alliance’s 2023

- The Taskforce on Nature-related Financial
Disclosures (TNFD) released its final
recommendations at NYC Climate Week 2023. The

recommendations lay the groundwork for expanded
nature-related disclosure by outlining a set of 14
disclosures covering governance, strategy, risks and
1mpact management, and metrics and targets. The
recommendations align with existing standards
such as the Task Force on Climate-related Financial
Disclosures and the International Sustainability
Standards Board, as well as global biodiversity
goals like those in the Kunming-Montreal Global
Biodiversity Framework.

Nature Benchmark found that only two percent

of the world’s 350 largest food and agricultural
companies assess and disclose their nature-
related impacts and dependencies and that zero (!)
adequately address them.

- Beyond the TNFD, other nature-related support

for companies is emerging. In November 2023,
Business for Nature will launch the It’s Now for
Nature campaign, which will include guidance on
how companies can develop a nature strategy and
contribute to halting and reversing nature loss by
2030, while institutional investors with more than
$23 trillion in assets under management recently
launched Nature Action 100. Nature Action 100 will
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https://tnfd.global/wp-content/uploads/2023/09/FINAL-18-09-23-TNFD-final-recommendations-release.pdf
https://tnfd.global/wp-content/uploads/2023/08/Recommendations_of_the_Taskforce_on_Nature-related_Financial_Disclosures_September_2023.pdf
https://www.worldbenchmarkingalliance.org/publication/nature/
https://nowfornature.org/
https://www.natureaction100.org/nature-action-100-announces-companies-start-of-investor-engagement-process-to-catalyze-greater-action-on-nature-loss/

|

accelerate corporate ambition and action on nature
by engaging companies and developing nature-
related sector pathways and action plans.

Some companies’ are accelerating nature progress.
Nineteen leading consumer companies committed
to the recently launched Deforestation-Free Call
to Action for Leather, which aims to achieve
deforestation free bovine leather supply chains by
2030. Other companies are focused on reforestation.
Unilever’s Dove brand recently announced 1its
Nature Regeneration Project to restore 123,00 acres
of rainforest in Southeast Asia over the next five
years by partnering with communities in forest
frontier areas to promote sustainable natural
resources management.
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https://textileexchange.org/leather-call-to-action/
https://www.unilever.com/news/news-search/2023/doves-new-reforestation-project-to-restore-natures-real-beauty/

Human rights challenges broaden

While conventional human rights issues like child and forced labor
continue to confound companies, a new strain of challenges are also
emerging as climate change threatens worker health and conflict in the
Middle East has companies walking a public relations tight rope.

Past and present human rights issues challenge dismay over comments made about the conflict and

companies acted as a result. For example, numerous tech leaders
s S " R TR : : s r ut of Europe’s largest tech conference after
e T —— o e - After an internal review, Citigroup announced that O}E opp?d O 1 1 CI;I o hg - _ . 4
N Y . | W—— : . : : 1ts co-founder an who has since resigne
. _"’*ﬂfmél?’@"af%,if-ﬁ | the historical companies that compose 1ts present- hared that he believed T | tod S _
g AN ‘- | | | | - : r e believed Israel committed war crimes
g R RN L day form benefited from slavery in the U.S. While >hared thd

1n 1ts response to Hamas’ attack, while companies
who support Israel’s right to respond and defend
itself are deeply concerned over the humanitarian
crisis and civilian casualties in Gaza.

the bank did not find any indication that these
companies directly purchased or sold people, they
did confirm that they benefited from financial
transactions with individuals and entities that did.

: : Worries about working conditions
- Current human-rights issues have also been on J

the minds of companies. In August 2023, H&M - After a New York Times Magazine investigation

announced it was withdrawing from Myanmar over
concerns about human rights abuses in the country’s
garment sector. H&M’s move followed a Business &
Human Rights Resource Centre report that found

a significant rise in alleged human rights abuses
following the 2021 military coup in the southeast
Aslan country.

The war between Israel and Hamas present
companies with complicated human rights
questions. Some, like a group of global venture
capital firms, are expressing their support for Israel
and 1ts technology community. Others expressed

found that major U.S. food companies like Perdue
Farms are employing children as young as 12 in
slaughterhouses, the U.S. Department of Labor
announced it was opening an investigation into the
companies in an effort to eliminate domestic child
labor.

The question of who works has broad economic
implications. In India, female workforce
participation has declined since 2000, threatening
a $734 billion GDP boost that an 11 percent increase
in female workforce participation by 2030 would
generate. The opposite 1s true in the U.S., where
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https://www.nytimes.com/2023/07/27/business/citigroup-slavery-history.html
https://www.cnn.com/2023/08/18/business/hm-myanmar-operations-phase-out-intl-hnk/index.html
https://media.business-humanrights.org/media/documents/2023_Myanmar_garment_workers.pdf
https://asia.nikkei.com/Politics/Israel-Hamas-war/Over-500-VC-firms-voice-support-for-Israeli-startups-amid-war
https://www.axios.com/2023/10/17/web-summit-ceos-israel-statements-spark-controversy
https://www.ft.com/content/80bd2644-b810-4d6e-8a9c-d4a08432d9e4
https://www.nytimes.com/2023/09/18/magazine/child-labor-dangerous-jobs.html
https://www.cnn.com/2023/09/28/business/tyson-perdue-child-labor-dol-investigation/index.html
https://www.wsj.com/world/india/india-economy-women-work-labor-46bfb0f0

female workforce participation has broken out
of a pandemic slump to help boost the developed
world’s strongest economy.

- For workers with no choice but to work outside, the
northern hemisphere’s hottest summer on record
turned uncomfortable jobs into potentially lethal
ones. Numerous Italian workers doing physical
labor outside died this summer in record heat,
highlighting stark disparities between office and
outdoor work. In the Middle East, inequalities
generate risk, as migrant workers there lack the
legal protections afforded to full citizens and face
acute and chronic illnesses as a result.

Workforce diversity headwinds

- In the aftermath of George Floyd’s 2020 death,
many U.S. companies promised to hire and support
more minority employees and, according to a
September 2023 analysis, many organizations
fulfilled those commitments. At S&P 100 companies
in 2021, 94 percent of 323,094 new jobs went to
people of color, with diversity increasing across all
rungs of the corporate ladder.

- Despite progress, new challenges could derail
future efforts. In the first corporate earnings season
after the Supreme Court overturned affirmative
action in university admission processes, diversity,
equity, and inclusion mentions on Russell 3000
company earning calls decreased 54 percent
from the previous year. A growing number of
lawsuits inspired by the Supreme Court ruling
challenging corporate diversity programs is likely
one contributing factor.
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https://www.usatoday.com/story/money/2023/07/11/women-at-work-record-level/70402718007/
https://www.imf.org/en/Publications/WEO/Issues/2023/10/10/world-economic-outlook-october-2023
https://www.nytimes.com/2023/07/18/world/europe/heat-workers-europe-italy.html
https://www.wsj.com/world/middle-east/these-workers-toiling-in-120-degree-heat-are-on-front-lines-of-climate-change-d1e6eab1
https://www.bloomberg.com/graphics/2023-black-lives-matter-equal-opportunity-corporate-diversity/
https://www.bloomberg.com/graphics/2023-black-lives-matter-equal-opportunity-corporate-diversity/
https://www.bloomberg.com/news/articles/2023-09-10/executives-go-quiet-on-diversity-after-affirmative-action-ruling
https://www.wsj.com/articles/diversity-equity-dei-companies-blum-2040b173

Sustainable supply chains in focus

After years of supply chain disruptions, companies turn to sustainable
and socially responsible solutions to increase their resiliency to external
shocks. Resiliency, both to climate change and policy and regulation,

1s also 1nspiring companies to develop innovative ways to reduce their
supply chain emissions.

As supply chain challenges mount, companies seek responsible supply chain management is gaining
sustainable solutions traction. In September, Telos, a social supply chain-
focused initiative launched with leading companies
in Europe, the Middle East, and Africa as members.
The initiative’s efforts center on its Buy Social
campaign, which introduces companies to socially
responsible suppliers, trains them on how to engage
with these suppliers, and supports their reporting
efforts to track spending and impact.

- Since the start of the COVID-19 pandemic, supply
chains have been snarled by one incident after
another. Though the impacts of lockdowns and
heightened demand for consumer products
have dissipated, climate change 1s increasingly
complicating supply chains. At the end of September,
the Panama Canal Authority reduced the number of
daily ship crossings to limit the effects of a serious Efforts to tackle supply chain emissions quicken
drought that 1s lowering water levels in the canal.
Similarly, after a summer of low water levels on
the Rhine, shipping traffic on the river was again
reduced in early October 2023 after another period of
dry weather.

- Companies must reduce their Scope 3 emissions. The
UK’s Tesco, for example, recently announced plans
to reduce its forest- and agriculture-related supply
chain emissions by 39 percent by 2032 from a 2019
baseline by pursuing deforestation-free animal feed

- Spiraling supply chain issues have companies sources and utilizing low-carbon fertilizer, among
thinking sustainability. A July 2023 survey of global other strategies. In Mexico, Grupo Bimbo recently
corporate procurement leaders found that ESG linked a green bond to its success 1n meeting its
factors are their number two priority given the long- Scope 3 emissions reduction goals, making it the first

| B term supply chain resilience benefits they generate. Latin America company to tie Scope 3 emissions to a
3 This goes beyond environmental 1ssues: socially green finance instrument.
1145, e
% E&mAlNAB'L'TY Sustainability Trends: Quarterly Outlook OCTOBER 2023 8

DN
|\\\\. INSTITUTE



https://www.reuters.com/world/americas/panama-canal-trims-vessel-passage-quota-again-deal-with-severe-drought-2023-09-30/
https://www.reuters.com/world/europe/rhine-river-levels-germany-back-normal-after-rain-2023-08-02/
https://www.reuters.com/business/autos-transportation/low-water-hampers-rhine-river-shipping-germany-2023-10-05/
https://www2.deloitte.com/us/en/pages/operations/articles/procurement-strategy.html
https://www.telosglobal.org/programmes/buy-social-europe
https://www.tescoplc.com/tesco-s-ambitious-net-zero-targets-validated-by-science-based-targets-initiative/
https://www.prnewswire.com/news-releases/grupo-bimbo-announces-the-successful-issuance-of-approximately-850-million-dollars-in-sustainability-linked-local-bonds-301839415.html

- Shipping emissions make up a considerable portion
of corporate Scope 3 emissions, a fact not lost on
the global shipping industry, which in July agreed
to achieve net zero emissions by 2050, along with
interim targets for 2030 and 2040. Maersk, one of
the companies likely to be most involved in making
net zero shipping possible, announced in June that
1t would retrofit one of its ships so that it could
sail on green methanol. The company followed this
announcement by launching its first ship able to
sail on green methanol or traditional fuels; the ship
will emit 100 tons of CO, less per day than diesel-
fueled ships.
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https://climatechampions.unfccc.int/global-shipping-industry-makes-landmark-pledge-to-reach-net-zero-by-2050/
https://www.maersk.com/news/articles/2023/06/21/maersk-to-pioneer-first-container-vessel-conversion-to-methanol-dual-fuel-engine#:~:text=Maersk%20has%20signed%20an%20agreement,can%20sail%20on%20green%20fuels.
https://www.cnbc.com/2023/09/14/shipping-giant-maersk-unveils-first-vessel-operating-on-green-methanol.html
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