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Whether managing climate risk or seizing 
new opportunities in the green recovery, 
companies are becoming increasingly 
focused on the environmental footprint of 
their operations, and a growing number 
are setting ambitious net-zero targets. This 
means committing to removing from the 
atmosphere the same amount of greenhouse 
gases that they generate. But making pledges 
is one thing; actually meeting net-zero goals 
can prove a complex and Herculean task. 



3

The scale of the obstacles facing companies is revealed in 
a major research programme conducted by The Economist 
Intelligence Unit and sponsored by HSBC. While costs, skills 
gaps and supply-chain complexity are among the pain points 
for companies, perhaps the biggest challenge for many will be 
making the business-model shifts needed to achieve net-zero. 

To assess the progress of companies towards net-zero, and  
to understand how they are tackling roadblocks along the way, 
we conducted a survey of 500 global business leaders from 
a variety of sectors and from small, medium-sized and large 
companies. We also conducted a literature review, in-depth 
interviews and desk research.1

The importance of definitions
We convened an advisory board of experts, who all agreed 
that one of the first challenges for companies is to establish 
what exactly a net-zero goal is, particularly as the challenges of 
achieving net-zero emissions vary widely by sector. Inconsistency 
in definitions of net-zero, they argued, makes it hard for industry  
to move in the right direction. Yet, without a clear definition of  
net-zero, pledges risk being merely greenwashing statements.
Surprisingly, our survey revealed a high level of confidence 
from respondents about meeting their targets. Some 69%  
said that they had set a net-zero goal, while almost three-
quarters (74%) planned to have reached this goal by 2025  
and about 90% were optimistic about the outcome (with 
slightly less optimism expressed by European corporates).

But if definitions of net-zero—and therefore the scale of  
the challenge—are inconsistent, what is clear to companies 
is that achieving it will involve a transformation in energy 
sources. More than half of survey respondents said that 
shifting their company’s energy consumption to renewables  
is their top strategy to achieve net-zero.

And when asked about the most radical changes needed  
to take place for their company to meet its net-zero or  
other emission-reduction goals, a plurality of respondents 
(43%) cited their use of energy (with this rising to 47%  
among  those based in Asia), followed by waste  
management (35%) and managing the dependency of 
the supply chain on fossil fuels (29%). Among European 
respondents, waste management was the top answer.

Concerns about costs
Despite the optimism reflected in the survey responses, our 
research also reveals a number of hurdles that companies face 
in meeting their net-zero or other emissions-reductions goals.

Making the requisite levels of investment will be a key 
challenge to companies, particularly those in industries that 
are heavy emitters, such as steel and cement—for which 
low-carbon options cannot yet produce the extremely high-
temperature heat needed in production—and aviation—for 
which no clean alternative fuels currently exist. In the survey, 
costs emerged as the biggest perceived barrier to meeting  
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net-zero, both internally and externally as a result of  
pandemic-induced financial constraints.

Concerns about increased cost were cited by 61% of 
respondents as an internal barrier to meeting net-zero targets 
and emissions-reductions goals, with almost half of those 
(29% of respondents) referring to this as a “very significant” 
obstacle. Meanwhile, pandemic-induced financial constraints 
represented the top external barrier (59%). 

Worries about costs may be behind another barrier survey 
respondents see as hampering efforts to decarbonise: making 
the case for climate action in the face of business priorities 
with clearer paths to revenue generation. This may be why 
companies are also reluctant to embark on business-model 

shifts. Just over half of respondents (54%) said that this was  
an obstacle, with 21% saying it was a “very significant” one. 
However, the consensus of the advisory board was that 
while many companies look at the cost of decarbonisation 
in a negative light, in the long term it offers the possibility of 
building a more competitive, resilient enterprise.

Long-term opportunities
Decarbonisation also presents the potential for substantial savings 
on energy costs. This is one investment that business leaders 
have acknowledged as promising. In the survey, the opportunity 
to make long-term cost savings, such as lower energy bills, was 
the highest-ranked factor driving companies to set a net-zero or 
other emissions goal. It was cited by 86% of respondents, with 
more than half (55%) calling it “very important”.

1 – Not a barrier at all 2 3 4 5 – Very significant barrier Don’t know
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1 Link to programme homepage
2 The full research results can be found here: [add link once available]

The advisory board agreed that, given the full implications 
of achieving net-zero emissions, many companies will need 
to undergo a fundamental rethink of their business models—
something that presents perhaps the most daunting prospect 
for organisations, particularly smaller enterprises that lack  
the knowledge, financial means and internal capabilities 
needed to change direction.

The scale of this challenge—or a lack of understanding of the 
full implications of moving to net-zero—could be why few 
survey respondents appear to be prioritising business-model 
change. Only 17% (albeit slightly more in Asia, at 24%) saw this 
as the most radical change needed for their company to meet 
its net-zero or other emissions-reduction goals. And among 
smaller enterprises, business-model change was deemed even 
less likely, with only 15% agreeing (compared with 21% of 
those in large companies).

Also challenging—but accepted by companies as part of  
the transition—is the need for firms to look beyond their own 
walls to address Scope 3 emissions (the indirect emissions 
generated along the value chain), particularly since many 
rely on thousands of suppliers in dozens of locations. In the 
survey, respondents ranked supply chains third among the 
most radical changes needed for their organisation to meet 
its net-zero goals. 

Capacity-building
Building internal capacity will also be critical for companies 
as they work to address climate change. And while, as the 
advisory board agreed, large multinationals have no shortage 
of entry-level skills (many young people are keen to pursue 
careers in sustainability), it is harder finding senior leaders 
with the right expertise and understanding of the urgency of 
achieving net-zero to drive the transition.

For smaller enterprises with limited resources, skills gaps are 
even more acute. While half of survey respondents pointed to 
lack of sufficient internal expertise as hampering their net-zero 
or other emissions-reduction goals, the figure increased to 57% 
among respondents from medium-sized enterprises.

Need for collaboration
Our research also revealed an acknowledgement that 
companies cannot achieve decarbonisation alone. In the 
survey, collaboration emerged as a key strategy in meeting 
net-zero goals. Partnerships with investors were seen by 44% 
of respondents as the form of collaboration most likely to help 
them reach net-zero (followed by supply-chain partners, at 
43%), while 45% said that they planned to collaborate with 

public-sector agencies, think tanks and non-governmental 
organisations (followed by industry peers, at 44%).

What is encouraging in these findings is that, as with so many 
environmental challenges, there is growing recognition that 
collaboration is critical and that no one sector alone can put 
the global economy on the path to sustainable development.

Few would say that meeting net-zero goals is going to be easy, 
and our research confirms that work will need to be done 
to overcome the many barriers facing companies. We have 
identified ten common “pain points” that firms are likely to 
encounter on the road to net-zero. In a series of business briefs, 
we use findings from the different components of the research 
to explore each of these pain points and to offer insights that 
will help companies to overcome the challenges that they face 
as they work to meet their climate goals.2 
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At the end of March 2021, the UK government reported that a third 
of British companies had made commitments to eliminating carbon 
emissions by 2050.1 Around the world, other companies have 
made similar net-zero pledges, as have more than 100 countries.2 
Yet while the commitments reflect a collective ambition to tackle 
climate change, one barrier for business in meeting these goals lies 
in a question: what exactly does “net-zero” mean?

The varying definitions of net-zero emerged as one of ten “pain 
points” in a major research programme conducted by The 
Economist Intelligence Unit and sponsored by HSBC. To assess 
companies’ progress towards net-zero and understand how 
they will overcome roadblocks along the way, we conducted a 
literature review, a survey of 500 global business leaders from 
a variety of sectors, in-depth interviews and desk research, and 
convened an advisory board of experts.

Part of the challenge, we found, is the lack of a single definition 
of net-zero. In the survey, many respondents were looking 
for greater guidance from policymakers, with 27% of all 
respondents highlighting this, rising to 31% among those from 
large enterprises. 

And while many companies are using the Science-Based 
Targets initiative (SBTi),3 a joint initiative by CDP (whose 
global disclosure system enables investors, companies and 
governments to manage their environmental impacts), the UN 
Global Compact, the World Resources Institute and WWF, 
which helps organisations to set the right goals and highlights 
best practices, the term net-zero is often confused with terms 
such as carbon neutrality.

Net-zero versus carbon neutrality
“They’re fundamentally different,” says Tom Delay, chief 
executive of the Carbon Trust, a consultancy set up with UK 
government funding in 2001. “Carbon neutrality is a snapshot 
in time of the carbon emissions of an organisation and simply 
means all the negative emissions are in some way offset to 
bring the total to zero at that point in time.”

He also highlights the fact that the carbon offsets used to 
achieve carbon neutrality are mostly avoided emissions rather 
than greenhouse-gas (GHG) removals. “This can result in 
lower emissions, but to get to net-zero you have to reduce the 
emissions you put out, and when you’ve reached the point 

Pain Point 1:  
Varying definitions  
of net-zero

Net-zero business plans



7

where you can’t reduce your emissions any further you 
 have to balance that with GHG removals.”

He points to the SBTi definition of net-zero, which states that: 
“To reach a state of net-zero emissions for companies implies 
two conditions: to achieve a scale of value-chain emission 
reductions consistent with the depth of abatement achieved 
in pathways that limit warming to 1.5°C with no or limited 
overshoot; and to neutralise the impact of any source of 
residual emissions that remains unfeasible to be eliminated by 
permanently removing an equivalent amount of atmospheric 
carbon dioxide.”4

María Mendiluce, CEO of the We Mean Business coalition, 
sees the SBTi definition as a major step forward in clarifying 
the meaning of net-zero. “This will give companies the 
standard to ensure that their ambition and action is in line 
with achieving net-zero by no later than 2050, while ensuring 
that their plans are compressive, credible and deliver the most 
value for society.”

However, net-zero means different things to different entities. 
“There’s an urgent challenge around definitions that has to 
do with what we mean by net-zero for the world, net-zero 
at the country level and net-zero at the individual company 
level,” says Tom Murray, vice-president of EDF+Business, 
at the Environmental Defense Fund, a leading international 
environmental organisation. 

Intra-company variations
Moreover, confusion over definitions can exist within 
organisations. In our survey, almost 43% of respondents  
said that different interpretations of what a net-zero strategy 
means across different functions, from the CFO to the  
head of procurement and facilities managers, erected  
a barrier to meeting climate goals, with 20% seeing this  
as a “very significant” hurdle.

Confusion over the meaning of net-zero emissions could be one 
reason why our survey revealed a surprising level of optimism 
from business leaders, with almost 70% saying that they had 
set a net-zero goal, three-quarters planning to have reached it 
by 2025 and nine in ten confident about the outcome.

The need for more transparency and clarity about what exactly 
companies define as achieving net-zero globally is evident from 
our research and advisory-board insights. “When companies 
make net-zero commitments, they need to be super clear on 
what the scope of those commitments is and how companies 
are planning to achieve set targets,” says Ekaterina Hardin, 
sector lead for extractives and minerals processing at the 
Sustainability Accounting Standards Board. 

“ There’s an urgent 
challenge around 
definitions that 
has to do with 
what we mean  
by net-zero for  
the world, net-zero 
at the country 
level and net-zero 
at the individual 
company level”
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Part of this means acknowledging the scale of the challenge, 
says Charles Donovan, executive director of Imperial College 
Business School’s Centre for Climate Finance & Investment. 
“Most companies are not in a position to meet net-zero as 
we define it,” he says. “So either their action is going to have 
to pick up substantially or they’re going to find some way in 
which the definition meets the action.”

Engaging in policy formulation
Other areas of confusion emerged from our research. The 
literature review revealed that businesses seeking to transition 
their business to net-zero emissions find a “lack of detail over 
government climate policy and regulatory barriers” as one of 
the biggest obstacles to progress.5

However, Mr Murray says that the best way for companies to 
address this lack of policy clarity is to engage directly in the 
formulation of climate legislation. He cites one opportunity 
to do this in the US, where the Securities and Exchange 
Commission is seeking public comment on climate-change 
disclosures.6 “The most powerful tool that companies have to 
fight climate change, accelerate the clean energy transition and 
meet shareholder demands is their political influence.” 
 
Key action points to consider   
	¡ Create a clear definition of net-zero using accepted 
definitions such as that established by the SBTi  
and based on the company’s sector and applicable  
public policy or regulation.
	¡ Secure buy-in for the definition among board members, 
senior executives and other key stakeholders.
	¡ To ensure consistency and reinforce understanding, make 
reference to the definition in all initiative planning documents, 
as well as in internal and external communications.

1  Gov.uk: https://www.gov.uk/government/news/third-of-uks-biggest-companies-commit-to-net-zero#:~:text=30%20of%20the%20UK's%20
FTSE100,Nation's%20Race%20to%20Zero%20campaign. 

2  Bloomberg: https://www.bloomberg.com/news/articles/2021-02-01/the-benchmarks-countries-must-hit-to-reach-net-zero-emissions#:~:text=More%20
than%20100%20countries%20have,polluter%2C%20has%20a%202060%20goal. 

3  Science-Based Targets initiative: https://sciencebasedtargets.org/how-it-works 
4  Carbon Trust: https://www.carbontrust.com/what-we-do/net-zero#:~:text=Net%20zero%20encompasses%20the%20entire,measure%20and%20

verify%20their%20footprints. 
5  “Bank of England convenes members of the public and businesses to join the climate change debate” (internet), Bank of England, 2021; available at: 

https://www.bankofengland.co.uk/news/2021/january/bank-of-england-convenes-members-of-the-public-and-businesses-to-join-the-climate-change-
debate 

6 SEC: https://www.sec.gov/news/speech/lee-climate-change 
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As companies assess the strategies needed to reach their net-
zero goals, one thing is clear: business-as-usual approaches will 
not get them there. Whether it is the oil and gas sector moving 
into the renewable-energy industry or carmakers becoming 
smart homebuilders1 as electric vehicles are integrated into 
the residential-energy mix, many companies will need to make 
adjustments to their business models to meet net-zero goals. 

Business-model evolution emerged as one of ten  
“pain points” in a major research programme conducted 
by The Economist Intelligence Unit and sponsored by  
HSBC. To assess companies’ progress towards net-zero and 
understand how they will overcome roadblocks along the 
way, we conducted a literature review, a survey of 500 global 
business leaders from a variety of sectors, in-depth interviews 
and desk research, and convened an advisory board of experts. 

External forces
For some firms, pressure to re-examine the business model 
is coming from forces outside the corporation. “The obvious 
one is the oil sector, where companies are under enormous 
pressure from financial institutions, particularly from activist 

investors,” says Pratima Divgi, regional director,  
Hong Kong, for CDP, whose global disclosure system  
enables investors, companies and governments to  
manage their environmental impacts.

This is something that Ekaterina Hardin, sector lead  
for extractives and minerals processing at the Sustainability 
Accounting Standards Board, has seen in action. “Fossil-
fuel companies are becoming a broader energy sector and 
diversifying into electricity markets, including renewables, 
biofuels, and carbon capture and storage technologies,” she says.

For others, innovative approaches to business models  
are emerging. This is the case in the agriculture sector,  
says Tom Murray, vice-president of EDF+Business at 
the Environmental Defense Fund, a leading international 
environmental organisation. “The animal agriculture industry 
has long been criticised for its oversized impacts on the  
climate and local communities,” he says. “But we’re now 
seeing a rapid emergence of new venture and R&D [research 
and development] units that explore how technologies like 
carbon capture can minimise environmental impacts. These 

Pain Point 2: 
Business-model 
evolution

Net-zero business plans
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ventures also need to incorporate local concerns, such  
as odour and water quality, if they are to be part of a  
more sustainable and equitable food system.” 

Mr Murray cites US companies such as Tyson Foods and 
Smithfield Foods, which are investing in alternative protein 
start-ups and brands as a means of mitigating the greenhouse 
gases (GHGs) generated by rearing livestock. “And Smithfield 
Foods has a renewables business that captures methane 
emissions from farms and use that as natural gas.”

Of course, the extent of business-model shifts will vary 
between different sectors. “In some cases—such as oil and 
gas, and automotive—changes are existential,” says Aron 
Cramer, president and CEO of BSR, a sustainable business 
network and advisory. “In other cases, they may be drivers  
of innovation that are additional to existing models rather  
than a complete replacement.”

Meanwhile, signals from policymakers can determine how 
easy it is for companies to form a cohesive long-term net-zero 
strategy. In Asia, for example, several countries—including 
China, Japan and South Korea—have pledged to become 
carbon-neutral economies.

However, this can be tough where clear policy signals are 
absent, particularly when companies have operations in different 
jurisdictions. This is the case in India, says Divya Sharma, 
executive director, India, for the Climate Group, a non-profit that 
helps businesses and policymakers increase their ambition on 
climate action. “In the recent past, there has been considerable 
spur in supporting policy on climate action,” she adds. “However, 
policies on climate action and the clean transition vary across 
different provinces and states in India. We are hopeful that while 
the country recovers from Covid-19, the attention to green growth 
and the clean transition will not be overlooked.”

Corporate reluctance
However, in general few companies appear to be prioritising 
business model change. In our survey, only 17% of business 
leaders (with slightly more in Asia, at 24%) saw this as the 
most radical change needed for their company to meet its net-
zero and/or emission-reduction goals. For smaller enterprises, 
business-model change was deemed even less likely, with only 
15% of small companies selecting this (compared with 21%  
of large enterprises).

Reluctance among firms to alter their business model came 
as no surprise to our research advisory board, which identified 
this as a key net-zero pain point—particularly for smaller 
enterprises. “If we’re looking at this as a structural shift in the 
economy, then small enterprises are in big trouble, because 
they are less diversified and have less ability to change the 

product mix,” says Charles Donovan, executive director  
of Imperial College Business School’s Centre for Climate 
Finance & Investment.  

Mr Donovan cites the automotive sector, which relies on  
the supply of hundreds of types of car parts—parts that may 
not be needed in an industry dominated by electric vehicles. 
“They are scared, because if they produce this one part  
[for an] internal combustion engine and that goes away,  
they don’t have a business.”

Moreover, for publicly listed companies, uncertainty  
about investor reactions may act as a barrier to change. 
“Markets often do not reward such a shift, which is often  
seen as yielding to short- and medium-term investment  
for speculative long-term gain,” says Mr Cramer.

Operational improvements
But while ambitious shifts of direction may be relatively rare, 
there is evidence that some companies are embarking on 
low-carbon operational improvements. For example, more 
than half of respondents to our survey (53%) said that moving 
their company’s energy consumption to renewables is their top 
strategy to achieve net-zero emissions, with 41% investing in 
carbon capture and storage technologies.

This is encouraging. While there is a need to consider 
business-model transformation, this takes time and can be 
daunting, and should not come at the expense of the quick 
wins, such as energy-source transition, that contribute to 
progress towards net-zero. 

As our survey reveals, many companies are embracing these 
kinds of shifts. When it came to business leaders’ views on the 
most important areas for radical change, 43% selected use of 



11

power/energy, 35% chose waste management and 29% chose 
managing supply-chain dependency on fossil fuels. 

Moreover, there is reason for optimism in research from the 
Science-Based Targets initiative (SBTi), a joint initiative by CDP, 
the UN Global Compact, the World Resources Institute and 
WWF, which helps organisations to set the right goals and 
highlights best practices. In its 2020 progress report, it cites 
the “diffusion of innovations” theory, in which adoption of an 
innovation by 10-25% of a system’s members is followed by 
rapid adoption by the remaining members.

Based on a sample of 1,840 high-impact companies (defined 
by their potential contribution to climate mitigation), the SBTi 
found a 20% threshold of science-based target setting was 
reached in six sectors in 2020.2 If target setting translates into 
action, this bodes well for industry to make the shift towards 
net-zero, says CDP’s Ms Divgi. 

“So if 20% of companies in a given sector start i 
mplementing a certain transformation of their model, i 
t ends up bringing the other 80% with them,” she explains. 
“And we’re starting to see that in some sectors.”

Key action points to consider   
	¡ Make an assessment of the degree to which  
your organisation’s business model needs to  
shift to achieve net-zero and whether the changes  
should be incremental or more transformational.
	¡ Set a target using the SBTi guide at https://
sciencebasedtargets.org/step-by-step-process. 
	¡ Assign a team to lead the assessment, planning and 
implementation of the business-model evolutions,  
ensuring that those individuals are able to work  
across departments and business units.
	¡ Map out the steps that need to be taken in evolving  
the business model, set a timeline for each, identify  
the key stakeholders that will need to be involved  
and put in place mechanisms for ongoing evaluation  
of the impact these changes are having on reducing 
the organisation’s carbon emissions. 
	¡ Follow the CDP Climate Change Reporting Guidance—
available at https://www.cdp.net/en/guidance/guidance-for-
companies—or the recommended disclosures of the Task 
Force on Climate Related Financial Disclosures, available  
at https://www.fsb-tcfd.org/recommendations/. 

1 For example, Honda: https://www.hondasmarthome.com/ 
2 SBTi: https://sciencebasedtargets.org/resources/files/SBTiProgressReport2020.pdf 

“ So if 20% of 
companies in  
a given sector  
start implementing 
a certain 
transformation  
of their model,  
it ends up  
bringing the other 
80% with them.”
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As companies look at what it will take to achieve net-zero, 
 one of the challenges that they face is the short- to medium-
term nature of senior leadership—something that runs counter 
to the long-term strategic planning needed to shift business 
models1 towards low-carbon operations and makes it hard to 
secure the internal buy-in needed to mobilise internal resources 
for net-zero strategies.

In a major research programme conducted by The Economist 
Intelligence Unit and sponsored by HSBC, securing internal 
buy-in emerged as one of ten “pain points” that enterprises 
face in meeting net-zero goals. To assess companies’ progress 
towards net-zero and understand how they will overcome 
roadblocks along the way, we conducted a literature review, a 
survey of 500 global business leaders from a variety of sectors, 
in-depth interviews and desk research, and convened an 
advisory board of experts.

A question of personality
The ability to set climate targets and make progress towards 
achieving them is often influenced by the personality of the 
CEO, says Pratima Divgi, regional director, Hong Kong, for CDP, 

whose global disclosure system enables investors, companies 
and governments to manage their environmental impacts.

“A change at the management level makes a huge difference 
as to the direction of a climate strategy,” Ms Divgi explains. 
“We’ve had sustainability managers tell us that this really took 
off when the CEO took up the position.”

By contrast, when the C-suite is not supportive of climate action, 
this can hamper progress towards net-zero. In our survey, half of 
respondents said that securing senior leadership buy-in for net-
zero targets and emissions-reduction goals was a barrier, with 
23% of these seeing it as a “very significant” barrier.

This links to another of our ten pain points—skills gaps—
particularly in the C-suite, says Charles Donovan, executive 
director of Imperial College Business School’s Centre for 
Climate Finance & Investment.2 “They don’t need to go back 
and get a PhD in climate science,” he adds. “But they need to 
be asking how billion-dollar-plus expenditure plans should be 
adapted. Too many at the executive-committee level are not 
asking the right questions.” 

Pain Point 3:  
Securing buy-in

Net-zero business plans
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Some of the expertise needed to answer these questions can 
be acquired on the executive education courses at leading 
business schools. For example, New York University’s Stern 
School of Business offers executive education courses on 
sustainability, while the Cambridge Institute for Sustainability 
Leadership offers an online course entitled “Business and 
Climate Change: Towards Net Zero Emissions”.

Business priorities
Length of leadership tenure is also critical when it comes 
to meeting climate goals. As the literature review revealed, 
given that implementation of carbon-reduction measures may 
take several business-planning cycles, with the impact not 
evident for many years (often after senior leaders have come 
and gone) companies can find it difficult, from a financial and 
profitability standpoint, to take the decisions needed to meet 
their net-zero goals.

This is reflected in our survey, where just over half of respondents 
said that making the case for climate action in the face of 
business priorities with clearer paths to revenue generation was 
as an internal barrier to implementing net-zero strategies, with 
23% saying that this is a “very significant” barrier. 

Yet CEO turnover is increasing. According to PwC’s CEO 
Success Study, turnover rates at the world’s 2,500 largest 
companies have been rising. In 2018, they rose to a record  
high of 17.5%, 3 percentage points higher than the 2017 rate of 
14.5% and above what has been the norm for the past decade.3

In different regions the extent of this leadership challenge 
varies. PwC has found that North American CEOs have  
a 30% chance of becoming a long-term CEO, compared  
with 19% for CEOs in Western Europe and 7% in China.4

Leadership and incentives
Experts stress the need for net-zero ambitions to have the 
support of companies’ most senior executives. “Leadership 
really does make a big difference,” says Steven Clarke, director 
of corporate clean energy leadership at Ceres, a US-based 
sustainability advocacy group. “They’re all grappling with how 
to do this. But the biggest dividing line is between leaders who 
recognise that this needs to be done even though they don’t 
have a clear path to zero and leaders that need more clarity 
before making a commitment.”

Increasingly, companies are recognising that securing buy-
in for net-zero strategies will mean creating the appropriate 
incentives for senior leaders. In the UK, for example, recent 
research by London Business School and PwC revealed almost 
half of FTSE 100 companies use environmental, social and 
governance performance to set targets for executive pay.5

However, our survey reveals that there is more work to be  
done on linking executive pay to climate action. More than  
half (52%) of respondents highlighted the lack of internal 
incentives, such as performance-linked pay, as an obstacle, 
with 21% seeing this as a “very significant” barrier, a figure 
that rose to 25% among mid-sized companies.

Key action points to consider   
	¡ To secure buy-in from the C-suite and senior executives, 
work to build the business case for a net-zero strategy, 
making clear links between decarbonisation projects and 
strategic benefits, such as increased competitiveness and 
strengthened resilience.
	¡ Ensure that all employees, regardless of their position or job 
description, understand that they are playing a key role in 
helping to meet the organisation’s net-zero and emissions-
reduction goals.
	¡ Invest in climate and energy training courses for C-suite 
executives and employees, through programmes that can 
be run internally or on executive education courses that are 
offered at business schools.
	¡ Consider implementing a pay-for-performance system 
that clearly links remuneration or bonuses to progress on 
decarbonisation.

1 Add link to pain point on business models 
2 Add link to pain point on skills gaps
3 PwC: https://www.strategyand.pwc.com/gx/en/insights/ceo-success.html 
4 PwC: https://www.pwc.com/gx/en/news-room/press-releases/2019/ceo-turnover-record-high.html 
5  PwC: https://www.pwc.co.uk/press-room/press-releases/use-of-esg-measures-in-executive-pay-plans-now-widespread-finds-joint-pwc-and-london-

business-school-study.html 

“ Leadership really 
does make  
a big difference”
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To ensure business models can move in the right direction as 
companies work to achieve net-zero emissions, they need to 
secure buy-in from everyone from C-suite leaders to operations 
managers.1 Related to this, a key step is to establish stronger 
corporate governance, something that experts believe is 
essential to building net-zero strategies that provide the rigour 
and transparency needed to implement change at the scale 
and speed needed to address the climate crisis.

This was one of ten “pain points” that enterprises face in meeting 
net-zero goals that emerged from a major research programme 
conducted by The Economist Intelligence Unit and sponsored 
by HSBC. The research, which assesses companies’ progress 
towards net-zero and how they will overcome roadblocks along 
the way, consists of a literature review and a survey of 500 global 
business leaders from a variety of sectors, alongside in-depth 
interviews and desk research. 

In addition, we convened an advisory board of experts, who 
identified governance as a prerequisite to overcoming other 
pain points, such as the evolution of business models and the 
ability to look beyond short-term cost concerns and make the 
long-term investments that are needed to reach net-zero.2

Forward-looking boards
“Without a forward-looking board that supports risk-taking 
and change, business-model transformation just isn’t going 
to happen at the scale we need it and at the speed we need,” 
says Aron Cramer, president and CEO of BSR, a non-profit 
sustainable business network and advisory.

Tom Murray, vice-president of EDF+Business at US advocacy 
group the Environmental Defense Fund, a leading international 
environmental organisation, agrees. “Business-model 
transformation is very tied to governance and having boards in 
place to help with that transition.” 

The members of our research advisory board are not alone in 
seeing a need for stronger governance standards in relation 
to climate action. In 2019, in a letter to the New York Times, 
11 environmental and sustainable business organisations 
published an open letter that called for “strong corporate 
governance to enable sustained, strategic and effective 
engagement in climate policy.”3

The challenge is that, as our literature review revealed, 
boards can often be made up of individuals who lack full 
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understanding of the risks and opportunities that net-zero 
presents, the implications of net-zero strategies or why they are 
important to the company. This links to another of the ten paint 
points—lack of skills—at the highest level of the company.4 

Persistent misconceptions
In its work with boards, for example, the University of Cambridge’s 
Institute for Sustainability Leadership found persistent 
misconceptions among board members such as “the facts 
concerning climate change are uncertain or unproven”, that 
“businesses have more pressing imperatives” or that “climate 
action could negatively impact short-term financial performance.”5

This lack of knowledge—or even scepticism—also makes it harder 
to overcome another pain point: securing buy-in. In our survey, 
half of respondents said that securing senior leadership buy-in 
for net-zero targets and emissions-reductions goals was a barrier, 
with 23% of these seeing it as a “very significant” barrier. 

Stronger diversity
Some progress is evident, however, says Joachim Schleich, 
professor of energy economics and head of the energy 
management research team at France’s Grenoble Ecole de 
Management. “You see it in the governing boards,” he explains. 
“Two decades ago, you typically had mostly engineers and now 
it’s getting more diverse in terms of their business background, 
and it’s also becoming more gender-balanced.”

He says that, for example, some large utility companies are 
actively seeking more women to join their boards. “And 
research shows that this is more conducive to meeting 
environmental goals.”

Key action points to consider   
	¡ Ensure that selection of board members prioritises individuals 
who understand the challenges and the opportunities presented 
to the business by reducing its greenhouse-gas emissions, who 
are able to integrate climate action into strategic planning, and 
who can become climate champions for the organisation.
	¡ Include reference to climate change and the organisation’s 
net-zero goal in company charters, ethical guidelines, mission 
statements and other official corporate frameworks. 
	¡ Develop rigorous mechanisms for corporate disclosure on 
progress towards net-zero and emissions-reduction goals, 
and ensure that these are disseminated to all relevant 
stakeholders, both inside and outside the organisation.

1 Add links to pain points on business models and buy-in
2 Add link to pain point on cost
3 BSR: https://www.bsr.org/en/our-insights/news/major-environmental-groups-call-on-businesses-to-lead-on-climate-policy 
4 Add link to pain point on skills
5  Hooper, L. “Targeting Net Zero A strategic framework for business action”, University of Cambridge Institute for Sustainability Leadership 2020, available 

at: https://www.cisl.cam.ac.uk/resources/publication-pdfs/net-zero-buisness-briefing.pdf 

“ Without a forward-
looking board 
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we need it and at 
the speed we need”
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As companies work to meet their net-zero goals, skills gaps 
have emerged as one of ten “pain points” in a major research 
programme conducted by The Economist Intelligence Unit. 
With appetite for jobs in sustainability high among young 
people, large global companies have an easier time finding 
entry-level skills. However, they often struggle to recruit senior 
leaders equipped for the net-zero transition. Meanwhile, 
securing the right skills for the transition is even tougher for 
smaller enterprises.

Our research, sponsored by HSBC, assesses companies’ 
progress towards net-zero and how they will overcome 
roadblocks along the way. The research comprised a literature 
review, a survey of 500 global business leaders from a variety 
of sectors, in-depth interviews and desk research. We also 
convened an advisory board of experts.

In the survey, half of respondents pointed to lack of sufficient 
internal expertise as something hampering their firms’ net-zero 
or other emissions-reduction goals—a figure that increased 
to 57% among respondents from medium-sized enterprises 
and to 64% among respondents from the US. Overall, 22% 
saw skills gaps as a “very significant” obstacle, rising to 28% 
among medium-sized companies.

“It is a deficit,” says Steven Clarke, director of corporate  
clean energy leadership at Ceres, a US-based sustainability 
advocacy group. “And even though larger companies have 
the resources to attract the top talent, we still hear that they’re 
running into challenges recruiting from a relatively small pool.”

Meanwhile, as companies look to shift to the governance 
standards needed to make the transition to net-zero (another 
of the ten pain points),1 finding the right board members can 
also be challenging. 

Skills at board level
“At the board level, you need someone who understands  
this not just from a scientific perspective, but also from a 
strategic and financial perspective, because this is about 
investment plans and good old capital budgeting,” explains 
Charles Donovan, executive director at Imperial College 
Business School’s Centre for Climate Finance & Investment. 

He argues that new levels of expertise will be needed 
 to manage the complexities of meeting climate goals. 
“Drawing the implications of net-zero targets, changing 
consumer demand and competition in commodity  
markets on strategy and financial planning is an area  

Net-zero business plans
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of expertise that I don’t see a lot of boards having,” he says. 
“This is a glaring weakness.” 

Technical skills requirements

Technical capabilities will be just as much in demand. One 
example that our literature review uncovered was a skills gap in 
the UK engineering sector, where 70% of businesses say they 
lack sufficient numbers of competent employees to undertake 
“low-to-no carbon” work. Notable skills shortfalls in the sector 
include technologies such as solar photovoltaics, heat pumps, 
energy storage systems and smart buildings.2

In some places, support is available for smaller companies 
in the transition to net-zero. In India, several organisations 
provide this support, says Divya Sharma, executive director, 
India, for the Climate Group, a non-profit that helps businesses 
and policymakers increase their ambition on climate action. 
These organisations include forums such as the Federation of 
Indian Chambers of Commerce and Industry (FICCI), a non-
governmental trade association and advocacy group, and the 
Confederation of Indian Industry (CII), a membership-based 
organisation that engages leaders from business, government 
and academia in shaping global, regional and industry agendas. 

“These are semi-public undertakings that have a mandate to 
support clusters of SMEs [small and medium-sized enterprises] 
across the board,” she explains. “Increasingly, entities like 
FICCI and CII are paying a lot of attention to developing their 
own skills to support these entities in the transition.” 

A new generation
Ultimately, the talent being developed today will flow 
through into the supply of talent needed to tackle the net-
zero challenges, says Joachim Schleich, professor of energy 
economics and head of the energy management research team 
at France’s Grenoble Ecole de Management.

He sees today’s business school students as different from 
the previous generation. “Students don’t want to work in a 
company that has a high carbon footprint,” he highlights. 
“They are increasingly interested in classes that cover 
sustainability issues or carbon management—and they will 
move on to work at companies. It may take a while until they’re 
sitting on boards, but it will happen eventually.”

Key action points to consider   
	¡ Enhance descriptions of the employment value proposition 
that appear in recruitment communications to promote 
the opportunities for learning, development and career 
advancement that lie in the company’s commitment to a net-
zero goal, as well as the opportunity to work for a purpose-
led organisation.
	¡ Consider creating new cross-functional professional roles for 
which the focus is implementing decarbonisation strategies 
across the enterprise.
	¡ Invest in learning and development, both at a technical level, 
for engineers, technologists and others, and at a strategic 
leadership level. Climate and energy training courses are 
available through programmes that can be run internally. For 
senior leaders, climate-related and sustainability executive 
education courses are offered at a growing number of 
business schools.

1 Add link to pain point on corporate governance
2  “Seven in 10 businesses lack low carbon skilled workers”, The Association for Renewable Energy and Clean Technology’ 2020, available at: https://

www.r-e-a.net/ecatoday-seven-in-10-businesses-lack-low-carbon-skilled-workers/ 

 “ Students  
don’t want to  
work in a company 
that has a high 
carbon footprint”
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As climate-related events have an impact on global corporate 
operations with increasing frequency, the need to build 
resilience against climate-change risks has risen up the 
agenda. But while this is one of the driving forces behind 
companies’ net zero goals, concern over costs are clearly 
hindering net-zero strategies. In a major research programme 
conducted by The Economist Intelligence Unit and sponsored 
by HSBC, cost concerns were cited as both the biggest 
internal challenge (in terms of increased costs) and external 
challenge (in terms of pandemic-induced financial constraints) 
in meeting net-zero goals—and one of ten “pain points”  
that our research identified.

To assess companies’ progress towards net-zero and understand 
how they will overcome roadblocks along the way, we 
conducted a literature review, a survey of 500 global business 
leaders from a variety of sectors, and in-depth interviews and 
desk research, and convened an advisory board of experts.

In the survey, concerns about increased costs were cited 
by 61% of respondents as a barrier to meeting net-zero 
targets and emissions-reduction goals. Almost half of 

those (29% of respondents) see cost-related concerns as a 
“very significant” obstacle, rising to 32% in the US, 33% in 
Singapore, 36% in the UAE and 35% among respondents 
from medium-sized companies.

Perceptions
In some cases, concerns about cost are related to another 
pain point: skills gaps.1 “That’s the biggest dividing line 
between the forward-looking companies that have adopted 
climate as a top priority versus other companies that tend to 
look at decarbonisation as something that falls solely on the 
expense side of the leger,” says Charles Donovan, executive 
director of Imperial College Business School’s Centre for 
Climate Finance & Investment.

In one area, businesses have recognised the cost-saving potential 
of decarbonisation: energy costs. In the survey, the potential to 
make long-term cost savings such as lower energy bills was the 
highest ranked factor driving a company to set a net-zero or other 
emissions goals, cited by 86% of respondents. More than half 
(55% of respondents) saw this as “very important”, a figure that 
rises to 60% among North American respondents.

Pain Point 6:  
Concern  
over costs

Net-zero business plans
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Moving beyond efficiency
For companies that are less dependent on heavy industry or 
heavy-emitting equipment, decarbonising by shifting to clean 
energy sources presents fewer cost challenges, says Steven Clarke, 
director of corporate clean energy leadership at Ceres, a US-based 
sustainability advocacy group. “And, given the decreasing cost 
curves we’ve seen for energy efficiency, renewables and electric 
vehicles, the business case is quite good for them.”

Nevertheless, once the quick wins have been achieved  
through energy and operational efficiencies, decarbonisation 
entails investment costs that are very real. “For most 
companies, there comes a point where you’ve picked all 
the cherries,” says Tom Delay, chief executive of the Carbon 
Trust, a consultancy set up with UK government funding in 
2001. “What’s left is a business that’s efficient but isn’t going 
to reduce its emissions further—that’s when you need to 
transform somehow, typically changing technology or the 
business model.”

This is particularly costly for carbon-intensive sectors such 
as steel-making, cement production, and aviation—the latter 
being the perfect example, according to Mr Clarke. “There’s 
currently no alternative technology for that sector,” he 
says. “It’s a very heavy-emitting sector, and without those 
alternatives aviation doesn’t have a path forward.”

The scale of the challenge depends on the nature of the 
business process from which carbon must be removed, says 
Pratima Divgi, regional director, Hong Kong, for CDP, whose 
global disclosure system enables investors, companies and 
governments to manage their environmental impacts. “In that 
sense, even smaller companies in some sectors will find it 
easier than others.”

A balancing act
In addition, as our literature review found, companies  
need to balance the significant costs of transition against  
other, more short-term priorities, particularly in the wake  
of the coronavirus pandemic. 

This is the case for countries in Latin America and the 
Caribbean, says Milagros Rivas Saiz, division chief of advisory 
services at IDB Invest, the private-sector arm of the Inter-
American Development Bank. “That may be a difficult priority, 
especially in a context like the current pandemic where 
resources are so scarce.” 

“It’s naïve to assume that people will walk away from good 
business,” explains Mr Donovan. “Climate is an issue but it’s 
not the only issue—it has to be balanced against a lot of other 
imperatives.” For this reason, he argues that policies that 
incentivise decarbonisation need to be in place. “If the playing 
field is wrong, we can’t expect companies to be great batters.” 

IDB Invest sees a solution for Latin America and Caribbean 
countries in linking low-carbon investments to opportunities 
for international trade. “If you have this strategy, you will be 
able to export your products to the EU, where there is an EU 
taxonomy [for sustainable finance], or the US, which has a new 
climate agenda,” says Ms Rivas Saiz.

Key action points to consider   
	¡ Develop a business case for net-zero investments, making 
clear the financial returns that they will deliver through, for 
example, lower energy bills.
	¡ Consider setting an internal price on the carbon emissions 
associated with any investments, helping to make 
assessments of the relative profitability of these investments 
in the event of a future carbon tax.
	¡ Become more active in pushing governments to introduce 
regulations and financial incentives that reward companies 
for their investments in low-carbon technologies and 
decarbonisation initiatives.

x= Add link to pain point on skills gaps

“ That may be a 
difficult priority, 
especially in a 
context like the 
current pandemic 
where resources 
are so scarce.”
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Given the business-model shifts and level of technological 
investment required for the move to a net-zero emissions 
economy, market forces cannot achieve this alone.1 But 
while more public finance is clearly required, the question is 
where policymakers should focus their attention. When The 
Economist Intelligence Unit asked companies this in a survey 
focused on the transition to net-zero, the largest group (39%) 
pointed to more subsidies and tax breaks for investments in 
renewable energy and other low-carbon technologies.

The survey, which polled 500 global business leaders from a 
variety of sectors, was part of a major research programme 
that we conducted to assess companies’ progress towards net-
zero and understand how they will overcome roadblocks along 
the way. Sponsored by HSBC, the programme also conducted 
a literature review, additional in-depth interviews and desk 
research, and convened an advisory board of experts.

Our research identified ten “pain points” hampering enterprises 
as they work to meet their net-zero goals, with insufficient 
public finance emerging as one of these. 

Government incentives
As they look at the scale of the investments needed to 
make the transition to net-zero, many believe that the public 
sector must step in to fill the gaps. As our literature review 
reveals, businesses are often looking for policy incentives that 
enable them to invest in green, energy-saving technology, 
government grants, and more favourable tax rates and credits 
or allowances. Without this kind of financial support and 
incentives from the public sector, businesses will be reluctant 
to take on the risks that the shift to net-zero entails.

In some sectors, where the shift involves moving to renewable 
energy, where prices have fallen substantially in recent years, 
securing public-sector financing will be less pressing. However, 
it is a different story for companies in heavy industries that 
will need to make substantial investments in replacing heavy-
emitting equipment with alternatives. “The biggest financing 
gap for them is R&D [research and development],” says Steven 
Clarke, director of corporate clean-energy leadership at Ceres, 
a US-based sustainability advocacy group. “That’s where 
government can play the most transformative role.”

Pain Point 7: 
Insufficient  
public finance

Net-zero business plans
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Yet according to our literature review, the low-cost, longer-term 
capital that businesses need for infrastructure development 
remains elusive. In the UK, for example, an estimated average 
of about £40bn (US$55bn) a year over the next decade is 
needed for new low-carbon and digital infrastructure—a 
doubling of capital requirements for infrastructure investment 
across energy, water and telecommunications. Policy 
intervention will be critical in helping to attract the low-cost 
capital required for those investments.

Of course, direct funding and financial incentives are not the 
only things that companies want from policymakers. In our 
survey, setting legally binding emissions-reduction targets  
was the third most popular choice, with 26% selecting this 
(a figure that rose to 32% among respondents from North 
America and fell to 21% among those from Asia).

Financial and monetary policy
Given that climate change is not the only challenge that 
companies are tackling, the economic playing field needs  
to be levelled, says Charles Donovan, executive director of 
Imperial College Business School’s Centre for Climate  
Finance & Investment. “It’s not just climate policy we need  
to be focusing on; it’s financial and monetary policy.” 

This broader approach is one favoured by Tom Delay, chief 
executive of the Carbon Trust, a consultancy set up with UK 
government funding in 2001. He argues that public financing  
is most effective when used as an enabler, removing obstacles 
to technology advances and market development. “I don’t 
think many would argue that you should provide incentives for 
every company to become net-zero,” he says. “Public funding 
should focus on where the market can’t deliver.”

Even so, Mr Clark believes that one financing mechanism could 
do much to accelerate the low-carbon transition—and does not 
require governments to reach into their pockets. “The single 
most impactful thing government can do is put a robust price 
on carbon,” he says. “Then you get out of picking winners or 
technologies, and the market will eventually develop solutions 
that are cost-effective. That’s at the top of our list.”

Key action points to consider   
	¡ Develop a team that is responsible for identifying emerging 
grants, tax breaks and other financial incentives for 
investments in decarbonisation and low-carbon technologies, 
as well as a team that will engage with governments on the 
development of incentives for investing in these initiatives 
and technologies.
	¡ Where possible, align net-zero and decarbonisation strategies 
with local and national public-sector priorities, such as 
energy efficiency and green infrastructure.
	¡ Ensure that the company’s decarbonisation plans and net-
zero goals are clearly communicated to potential investors 
and investment funds, particularly those focused on 
environmental, social and governance investments.

1 Add links to pain points on business models and costs

“ Public funding 
should focus on 
where the market 
can’t deliver.”
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Given the complexity of today’s global supply chains, among 
the most difficult steps for companies working to meet their 
net-zero goals is the removal of Scope 3 emissions from their 
operations. Under the GHG Protocol Corporate Standard, a 
set of frameworks developed by the World Resources Institute 
and the World Business Council for Sustainable Development, 
these are the indirect emissions generated along a firm’s value 
chain. For companies in industries from food manufacturing to 
pharmaceuticals, this is the main source of their carbon-footprint 
impact, and many are struggling to find a way forward.

In fact, supply-chain complexity has emerged from a major 
research programme conducted by The Economist Intelligence 
Unit as one of ten “pain points” facing companies on the road 
to meeting net-zero goals. To assess companies’ progress 
towards net-zero and understand how they will overcome 
roadblocks along the way, our research, which was sponsored 
by HSBC, comprised a literature review, a survey of 500 global 
business leaders from a variety of sectors, in-depth interviews, 
desk research and an advisory board meeting of experts.

Of course, the nature of the challenge varies depending on 

the size of the organisation. For a large business, much of the 
focus may be on supporting the companies in its supply chain 
in making the transition to net-zero. For a smaller enterprise, 
it will be meeting the net-zero demands of its customers. 
However, as our survey confirms, supply-chain complexity is a 
challenge confronting businesses of all sizes.

The challenge of Scope 3 emissions
When it comes to supply chains, companies recognise the 
challenge. When we asked business leaders where the most 
radical changes would need to take place for their organisation 
to meet its net-zero goals, the supply chain ranked third as a 
priority, with 29% selecting this overall, rising to 37% among 
firms in Europe, the Middle East and Africa. 

Meanwhile, 77% of respondents said that demand from 
supply-chain partners was important or very important as a 
driver in setting a net-zero or other emission-reduction goal, 
with this rising to 80% in Asia and 85% in large companies.

However, companies are focusing primarily on reducing Scope 
1 and 2 emissions. While 40% of business leaders said they 

Pain Point 8:  
Supply-chain 
complexity

Net-zero business plans
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were including Scope 1 (the company’s direct emissions) and 
2 (the emissions from the energy that their company buys and 
uses) in their net-zero reduction goals and reporting, only 29% 
said that they were including Scope 3. 

Yet, as our literature review found, supply-chain emissions 
will be significantly greater than those from direct operations 
for many businesses. For example, it is estimated that around 
5% of the emissions from a typical food or fashion retailer are 
direct, with suppliers accounting for the remainder.

In the survey, the scale of ambition for Scope 3 varies 
by company size. While 42% of respondents from large 
companies said that they were including it in their net-zero 
plans, fewer small and medium-sized companies were doing so 
(18% and 27% respectively).

Measuring and reporting
A challenge for large companies with global operations lies in 
measuring and reporting on Scope 3 emissions. “Measuring 
emissions accurately across a supply chain today is nearly 
impossible,” says María Mendiluce, CEO of the We Mean 
Business coalition. “Companies do not have consistent 
methodologies to calculate and allocate, [which is] compounded 
by limited data exchange between different organisations.”

“We hear companies and investors talk about the complexities 
of embedded carbon in their supply chains and how some 
companies have limited control over those emissions,” 
confirms Ekaterina Hardin, sector lead for extractives and 
minerals processing at the Sustainability Accounting Standards 
Board (SASB). “There are steps being taken by different 
initiatives in carbon accounting, but there’s work to be done to 
improve existing platforms and methodologies.” 

When it comes to Scope 3 emissions, SASB Standards, which 
are available online, recommend using metrics directly related 
to emissions performance where it is financially material—
whether in upstream operations, through purchased materials 
processing and transportation, downstream operations, 
through distribution and use of products, or in other activities 
such as employee commuting and business travel.

However, Ms Hardin stresses that the absence of 
methodologies for accounting for or direct control over Scope 
3 emissions should not deter companies from trying. “You 
could start where you have leverage and control and clarity,” 
she highlights. “If you have transparency and a handle on 
certain suppliers, you could start there.”

Management and assessment tools are often available through 
industry coalitions such as the Responsible Business Alliance, 
the world’s largest industry coalition focused on corporate 
responsibility in global supply chains, or the Sustainability 
Consortium, a global non-profit organisation focused on the 
consumer goods industry. Meanwhile, the Sustainable Apparel 
Coalition offers the Higgs Index, a set of standardised tools for 
the measurement of value chain sustainability in the sector.

Linking procurement with sustainability
Another important strategy is an internal one. “Procurement 
teams or those responsible for contacts with suppliers aren’t 
necessarily aligned with their sustainability teams,” says 
Steven Clarke, director of corporate clean-energy leadership at 
Ceres, a US-based sustainability advocacy group.

He points out that procurement teams understand all the 
technical and logistical issues around organising those supply 
chains and will have in place performance criteria for them. 
“So if you embed sustainability within procurement teams, it 
provides the incentives to develop solutions.”

Ms Mendiluce suggests that companies can use the 
methodology developed by the We Mean Business coalition’s 
partner, the World Business Council for Sustainable 
Development, which has launched the Value Chain Carbon 
Transparency Pathfinder.1 “This is where an ecosystem of 
leaders are working on data transparency so companies can 
tackle end-to-end emissions.”

Large companies can also use their buying power to nudge 
their smaller suppliers in the right direction. “As one executive 
told me, never underestimate the power of competition,” says 
Pratima Divgi, regional director, Hong Kong, for CDP, whose 
global disclosure system enables investors, companies and 
governments to manage their environmental impacts. “Once 
suppliers see that decarbonisation is linked to improved 
competitiveness they will start to look for ways of doing it.”

Moreover, large companies can support their suppliers 
on the path to net-zero. “They already provide preferential 
procurement rights or favourable interest rates with respect to 
sustainability from their suppliers,” Ms Divgi adds.

In India, the Climate Group, a non-profit that helps businesses 
and policymakers to increase their ambition on climate action, 
is working with large corporations to help them do this. “They 
can influence their supply chains to come on board,” says 
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Divya Sharma, executive director, India, for the Climate Group. 
“They can become the mentors for their supply-chain systems 
and support and encourage them to take up some of these 
clean-energy measures.”

Aron Cramer, president and CEO of BSR, a non-profit corporate 
responsibility advisory, agrees. “There is a need for capacity-
building and finance to enable supply-chain partners, many 
of which are SMEs, to obtain the resources needed to make 
change happen.”

Key action points to consider   
	¡ Map out the organisation’s full network of supply-chain 
partners to understand which regions and companies to focus 
on when developing low-carbon procurement strategies.
	¡ Consider becoming a member of an industry coalition that is 
focused on your organisation’s sector and that offers support 
in managing global supply chains.
	¡ Consider developing a set of requirements for all suppliers 
that reflects the organisation’s net-zero and decarbonisation 
goals and include these in RFPs (requests for proposals) 
when seeking new suppliers.
	¡ Provide support to suppliers, particularly smaller enterprises, 
in meeting the company’s carbon emissions reduction 
requirements, whether in the form of guidelines and 
mentoring, preferential procurement rights or financial 
incentives such as favourable interest rates.

1 https://www.wbcsd.org/lnd7T 
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As companies working to meet their net-zero goals understand, 
collaboration with a range of stakeholders—from non-
governmental organisations (NGOs) and public agencies to 
employees and investors—is a critical strategy. Yet, because of 
the varying demands that they place on companies, engaging 
these stakeholders can be challenging. 

This is among the findings from a major research programme 
conducted by The Economist Intelligence Unit, which identified 
engaging a broad spectrum of stakeholders as one of ten “pain 
points” facing companies on the road to meeting net-zero goals. 

To assess companies’ progress towards net-zero and 
understand how they will overcome roadblocks along the way, 
our research, which was sponsored by HSBC, comprised a 
literature review, a survey of 500 global business leaders from 
a variety of sectors, in-depth interviews, desk research and an 
advisory board meeting of experts.

As our survey reveals, recognition of the need for collaboration 
with organisations from different sectors is high. In the six 
categories included in the survey (think tanks and NGOs, 

public-sector agencies, investors, industry peers, companies 
in the supply chain, and industry alliances) the percentage of 
companies either already engaging or planning to engage with 
stakeholders ran to more than 80% in all categories.

“Cross-sectoral collaboration is a core feature of initiatives like 
the Mission Possible Partnership1 and The Climate Pledge2,” 
says María Mendiluce, CEO of the We Mean Business coalition. 
“Companies are coming together with shared purpose to 
develop science-based pathways to innovate and invest in the 
actions we will need to see in order to achieve net-zero.”

Partnerships with investors and suppliers
A large group of executives (84%) told us that they are 
engaging or planning to engage with investors. This is crucial, 
as companies, which depend on private capital for growth, 
are under increasing pressure from investors to deliver on 
environmental, social and governance (ESG) matters. 

“Whether it’s BlackRock and Vanguard in the US or UBS and 
Legal & General in Europe, major investors have highly-skilled and 
robust ESG engagement teams who are meeting with companies 
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regularly and pushing them to lead,” says Tom Murray, vice-
president of EDF+Business at the Environmental Defense Fund,  
a leading international environmental organisation. 

This was reflected in our survey, where 77% of respondents 
said that the investment community is an important or very 
important driver in pushing them to set a net-zero or other 
emissions-reduction goal.

Also significant are efforts by companies to work outside their 
own four walls, with 86% of respondents saying that they are 
engaging or planning to engage with suppliers. Yet this form of 
engagement can be challenging. Another of the ten pain points 
that our research uncovered is supply-chain complexity—29% 
of survey respondents identified the supply chain as the place 
where the most radical changes need to take place for their 
organisation to meet its net-zero goals.3

Consumer and employee engagement
Mr Murray argues that more levers than ever before are 
driving companies to see climate action, environmental 
justice and racial equity as business imperatives. “For 
decades, corporate behaviour was targeted through supply 
chains and a company’s purchasing power,” he says. “Today 
we’re seeing employees, shareholders, customers and even 
competitors pressure companies to raise the bar on leadership. 
Coupled with the fact that we live in a hyper-transparent 
world, businesses that fail to meet the moment are suffering 
reputational and financial damage as a result.”

Meanwhile, another group of stakeholders is exerting 
increasing pressure on companies to advance their 
sustainability goals: employees. Survey respondents agree. 
Some 83% told us that demand from employees is an 
important or very important driver in setting a net-zero or other 
emissions-reduction goal. This figure rises to 94% among 
respondents from Mexico, of whom 60% say employee 
engagement is “very important.” 

But while companies have recognised the importance of 
collaborating with a range of stakeholders, this is not always 

easy. In one study of Mexico-based stakeholder sustainability 
collaboration projects, challenges that emerged ranged from 
divergent visions to inadequate project planning, and included 
cultural and political obstacles too.4

Challenges for smaller companies
Stakeholder engagement can be tough for smaller enterprises 
with fewer resources, says Steven Clarke, director of corporate 
clean-energy leadership at Ceres, a US-based sustainability 
advocacy group. “It can be a very confusing landscape, 
especially for the smaller companies or companies that don’t 
have as much experience as some of the leading companies 
that have been at this for years.”

According to the responses from smaller companies in  
our survey, stakeholder engagement is often more  
aspirational than it is for larger companies. For example,  
when it comes to partnerships with think tanks and NGOs, 
while more than half said that they plan to engage,  
only 29% had already done so.

However, says Mr Clarke, one path forward is emerging. 
“Some of the NGOs have been playing a very important role 
in helping companies to navigate some of this terrain and to 
identify resources that can help them assess their risk and 
potential actions they can take.”

Key action points to consider   
	¡ Map out the organisation’s full network of stakeholders—
from employees to investors, government agencies and 
NGOs—and establish engagement teams focused on  
climate action for each group.
	¡ Join industry collaborations, alliances and advocacy groups 
that are focused on climate action, whether cross-sector 
coalitions or single-industry associations. 
	¡ Expand investor engagement teams to ensure that they are 
made up of employees who are well versed both in issues 
surrounding climate change and in the company’s own 
net-zero and decarbonisation goals and the strategies for 
achieving them.

1 https://missionpossiblepartnership.org/ 
2 https://www.theclimatepledge.com/ 
3 Add link to pain point on supply-chain complexity
4  Challenges and Strategies in Place-Based Multi-Stakeholder Collaboration for Sustainability: Learning from Experiences in the Global South, 

Sustainability, September 2018, available at: https://www.researchgate.net/figure/Challenges-hindering-multi-stakeholder-collaboration_tbl1_327562115 
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It is commonly known as “alphabet soup”—that is, the 
plethora of measurement and reporting standards that have 
emerged in recent years as companies try to track and report 
on their progress on sustainability. For although data is in 
plentiful supply, companies are struggling with inconsistent 
measurement and reporting standards, something that a major 
research programme conducted by The Economist Intelligence 
Unit has identified as one of ten “pain points” on the road to 
meeting corporate net-zero goals. 

To assess companies’ progress towards net-zero and 
understand how they will overcome roadblocks along the way, 
our research, which was sponsored by HSBC, comprised a 
literature review, a survey of 500 global business leaders from 
a variety of sectors, in-depth interviews, desk research and an 
advisory board meeting of experts.

In our survey, almost half (49%) of respondents highlighted 
administrative burdens such as data collecting and reporting 

as an obstacle to meeting their net-zero or other emissions-
reduction goals, with 19% of these describing this as a  
“very significant” barrier. 
 
But while the problem was cited by around half of respondents 
in small (48%) and medium-sized (52%) companies, the 
challenge appears to be slightly less intense in large enterprises 
(47%) with fewer (16%) seeing this as a “very significant” hurdle.

Data-quality issues
Meanwhile, obtaining credible and accurate data is also a 
challenge for more than half of companies, with 51% of survey 
respondents pointing to this, of which 21% agree it is a “very 
significant” one. And as with data collecting and reporting, a 
smaller percentage (17%) of those in large companies saw data 
as a significant problem.

When it comes to the measurement of progress on 
decarbonisation on the path to reaching net-zero, our literature 
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review found that companies employ a wide range of different 
approaches and report on an even wider range of metrics.

Survey respondents agree. More than half (54%) pointed to 
the lack of standards and measurement tools as a barrier in 
meeting net-zero or other emissions-reduction goals.

Emerging clarity
Even so, some clarity is now emerging from what has been 
a confusing data landscape, with the Task Force on Climate-
related Financial Disclosures (TCFD), a voluntary reporting 
framework emerging as the gold standard for climate reporting, 
says Pratima Divgi, regional director, Hong Kong, for CDP, 
whose global disclosure system enables investors, companies 
and governments to manage their environmental impacts. 

“From a climate perspective, the TCFD is universally accepted,” 
she adds. “It’s accepted by financial institutions, by central 
banks, by the G20 finance ministers and by the financial stability 
board. So let’s start with what’s accepted in the climate journey 
and have companies understand the risks and opportunities to 
their business with respect to climate resilience.”

The much-awaited initiatives to harmonise sustainability 
disclosures are now being implemented. Last year, five 
global sustainability-reporting organisations announced that 
they would work together to accelerate progress towards 
comprehensive corporate reporting.1

Meanwhile, the IFRS Foundation (a non-profit that oversees 
the International Accounting Standards Board) is working 
towards the launch of a Sustainability Standards Board and a 
framework for corporate climate reporting based on the tools 
and metrics developed by organisations such as CDP, the 
Global Reporting Initiative and the TCFD.

Tom Murray,vice-president of EDF+Business at the 
Environmental Defense Fund, a leading international 
environmental organisation, welcomes current efforts to 
harmonise the measurement and reporting of climate action, 
efforts that he believes will accelerate in the run-up to COP26, 
or the 26th United Nations Climate Change conference, which 
is to be held in Glasgow in November 2021. 

“It’s important to align and streamline this so that we stop 
losing time on it,” Mr Murray says. “We need to get it right 
because it’s really important—but also because it can be used 
as an excuse for not taking action.”

Towards harmonisation
The data question also links to another of the ten pain points 
that arose from our research: varying definitions of net-zero.2 
Getting companies to agree on a single definition and then 
use the same measurement and reporting frameworks to 
track their progress is critical for the efficient capital allocation 
needed to support the shift towards the net-zero economy, 
says Ekaterina Hardin, sector lead for extractives and minerals 
processing at the Sustainability Accounting Standards Board.

“It will help them manage their performance better and help 
investors do peer-to-peer assessments more efficiently,” 
Ms Hardin explains. “In the end, that will drive competition 
between companies, which will promote a more efficient 
transition to net-zero.” 

Aron Cramer, CEO of BSR, a sustainable business network and 
advisory, believes that companies themselves need to play a 
bigger role in the harmonisation process. “They can do so by 
advocating for widespread mandatory adoption of the TCFD, 
calling for harmonisation by major regulators, especially in 
the US, Japan, EU and UK, and making clear to the voluntary 
standard setters that they want to see harmonisation,” he 
explains. “If they want a more orderly model, they have to unite 
behind harmonisation and put their money where their mouths 
are—then we’d see this move faster.”

Key action points to consider   
	¡ Consider joining one of the leading climate measurement and 
disclosure organisations or standard setters and use their 
guidelines to track progress on the journey to net-zero.
	¡ Ensure that every function of the business, from procurement and 
logistics to marketing and investor relations, fully understands the 
company’s measurement and disclosure mechanisms.
	¡ Become an active player in broader discussions about the 
evolution of climate measurement and disclosure, whether 
by engaging with public-sector organisations or by joining 
industry and investor associations.

1 Integrated Reporting: https://integratedreporting.org/news/joint-statement-working-together-towards-comprehensive-corporate-reporting/ 
2 Add link to pain point on definitions
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