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Bold Measures to Close the Climate Action Gap:
A Call for Systemic Change by Governments and Corporations

Foreword

Patrick Herhold
Managing Director and Senior
Partner, Boston Consulting Group

As highlighted in our previous report, the window to
reaching 1.5°C is narrowing rapidly, and even “well
below 2°C” is at high risk. The 1.5°C path now calls
for 7% annual emissions reductions, a sharp change
in trajectory from the 1.5% annual increase seen in
recent years. There has never been a more urgent
time to act and avoid the worst of climate change —
last year’s record weather events pale in comparison
to what lies ahead if we don’t take action.

In this context, we cannot afford to rely on

incremental initiatives. Business leaders are too
often mired in high costs and interest rates, an
actual and perceived lack of willingness to pay
or finance, insufficient government support and

Pim Valdre
Head, Climate Ambition Initiatives,
World Economic Forum

The first UN global stocktake and the first part of
this report (published in November 2023) have
highlighted a large climate action gap that we are not
on track to close, despite impactful commitments
on several topics at COP28 — for instance, on tripling
renewables’ capacity and doubling energy efficiency.’
As a global collective, we need to urgently shift into
delivery mode, focusing on immediate actions with
outsized impacts. Enabling these calls for public-
private action and system-wide transformations.
Corporations can play a leading role in driving

such systemic change by taking a multistakeholder
approach and going beyond their internal initiatives.

knowledge and data gaps. To overcome these,
sufficient government ambition and policies, such
as carbon pricing and incentives, are critical to
creating the economic tailwinds and business cases
needed to decarbonize. But corporates should

not wait for policy-makers to spearhead systemic
change: they can and should take further action.

In this report, we outline practical ways companies
can operate within their business ecosystems to
achieve strong climate impact while containing risks
and overcoming the barriers to action. We invite
and urge all leaders to explore and pursue such
systemic actions, not least to strengthen and build
the resilience of their businesses and ecosystems
for the decade to come.

The picture is bleak, but there are actions

and solutions that can change the trajectory if

we prioritize better and act more boldly. This
report highlights some of the high-impact steps
companies can take today to trigger ripple effects
up and down their supply chains, disrupt their
markets and build large-scale pathways and
solutions with peers and governments. Such a
systemic mindset is also critical to avoid repeating
the mistakes of the past — which may result in a
winners-and-losers situation — and instead ensure a
just transition wherein all countries and sectors can
build together the industries and jobs of tomorrow.
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Executive summary

Governments and companies must drive bold
systemic change for effective climate mitigation.

On the coattails of COP28, humanity’s biggest
challenge is still far from solved. Noticeable progress
has been achieved since the Paris Agreement.
Current nationally determined contributions (NDCs)
have lowered the median expected 2100 warming to
2.5°C, from a range of 3.7°C to 4.8°C.2 COP28
concluded with an unprecedented recognition of
the need to transition away from fossil fuels, and
new commitments to triple renewable energy and
double energy efficiency by 2030, and to raise
more funding for loss and damage and mitigation
in the Global South among others. Climate policies
and financing are also expanding, while wind, solar
photovoltaics and electric vehicles (EVs) continue

to outperform capacity projections.®* But much
faster execution and implementation is needed to
reach these targets, and more commitments have
to follow. As things stand, the 1.5°C goal may
soon slip out of reach, and adaptation will not be
sufficient. Dramatic, immediate action is needed
against every tenth of a degree of warming.

How can companies and governments go beyond
individual commitments, and instead drive bold
systemic change? This is the key question
addressed in this report, with a focus on mitigation.

Of course, governments have a large responsibility
in deploying mitigation solutions in a just and
socially acceptable way. The following priorities are
urgently needed:

— Close the 600-plus gigatonne gap in climate
ambition and action,® by moving up net-zero
targets to 2050 or earlier, increasing near-term
targets, and raising financial and technical support
from higher-income to lower-income nations.

— Put a material price on carbon, maximize
incentives and make public procurement green.

— Remove obstacles such as permitting lead
times, supply chain bottlenecks, skill gaps
and social distrust.

— If progress remains too slow, consider more
drastic measures, such as hard technology bans
or massive adaptation and removal investments.

Notwithstanding governments’ role, the private
sector has a major responsibility and opportunity
to accelerate. Companies can and should drive
systemic impact beyond their internal initiatives.
They should:

— Decarbonize their supply chains by committing
to offtakes of green products, demanding
stronger commitments from suppliers, co-
shaping and co-investing with them, and
deploying large-scale support programmes.

— Disrupt markets with successful green
alternatives that challenge the status quo, and
greater emissions transparency.

— Move whole industries by partnering with peers
on joint ambitions or initiatives and creating new
labelling standards.

— Partner across industries to pool green demand
or share investments in new technologies.

— Push governments by advocating for bolder
policies and driving large-scale public-private
partnerships.

Hopefully, this report can both inspire and serve
as a practical guide for decision-makers in
government offices and management floors alike.
Everyone has a responsibility to overcome this
crisis. Let’s get to work.
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-~ The world needs
Immediate and
systemic change

To limit global warming to 1.5°C, annual
emissions need a 7% reduction against
the current trend of 1.5% annual increase.
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FIGURE 1

Countries

of emissions covered by
national net-zero
commitments by 2050,
and less than 10% covered
by extensive policies’

The Paris Agreement’s ambition to limit global
warming to 1.5°C by the end of the century is
slipping out of reach. Achieving it would now
require an annual emissions reduction of around
7% globally, more than the reduction impact from

COVID-19 in 2020 and against a trend of stubbornly
growing emissions (+1.5%). While the path to 1.5°C
keeps getting steeper, progress remains widely
insufficient in all aspects (see Figure 1).6

Progress remains insufficient across all major dimensions

Companies

of top 1,000 companies
have set 1.5°C-aligned,
science-based targets,
and less than 10% have a
comprehensive public
transition plan?

Technologies

of mitigation needed by 2050
is covered by technologies
that are cost-competitive

or will soon be®

Financing

of yearly climate finance
needs are covered, with
critical gaps in early
technologies and
infrastructure*

Sources: 1 Net Zero Tracker; Climate Watch; Climate Action Tracker; Climate Analytics, 1.5°C National Pathways Explorer; IPCC; IEA; PPCA; Glasgow
Declaration; World Bank; EHPA; Climate Policy Database. 2 CDP data, 2018-2021; GFANZ, 2023; Net Zero Tracker, 2023; Refinitiv, 2023; SBTi, 2023.
3 [EA; IPCC; Hoglund-Isaksson et al. (2020); desk research. 4 |IEA; United Nations Environment Programme; Climate Policy Initiative; SAF Investor.

The world will have to come to terms with the fact
that the irreversible changes to the climate triggered
by past inaction will require trillions of dollars in
adaptation efforts. Yet, humanity cannot adapt

itself out of the climate crisis: with every tenth of a
degree of warming, the cost of inaction will not only
increase, but it will also far exceed the costs

of bringing down emissions.

A drastic step-up in emissions-reduction efforts is
needed to keep warming at least close to a safe
operating space for humans and nature. COP28
showed new impactful steps, such as the recognition
of the need to transition away from fossil fuels,

and the commitments to triple renewable energy
and double energy efficiency by 2030, and to raise

more funding for loss and damage and mitigation

in the Global South among others. But significant
additional action is required to turn these targets
into reality, and more ambitious commitments are
needed to reach the Paris goals, for example, on the
substitution and abatement of fossil-fuel use at scale.

Much more is needed to match commitments
with sufficient action. Policy-makers state that
“net zero by 2050” is their goal, in line with the
Paris Agreement, but the implications are not
broadly understood. For example, reaching net-
zero emissions by 2050 would call for ending the
installation of new unabated oil, gas and coal-
burning industrial assets by around 2030, under
the assumption of a 20-year average lifetime.

Bold Measures to Close the Climate Action Gap 6



2 Governments need
to rewrite the rules -
five priorities

Governments must urgently close the
gaps in national ambition and action.

Bold Measures to Close the Climate Action Gap 7



The steps taken by governments thus far have
been critically insufficient: there is a global gap in
both ambition and action. As of today, only 35% of
emissions are covered by national 2050 net-zero
commitments and just 20% by 2030 commitments
that are at least close to a 1.5°C path. Policy
comes up even shorter: only 7% of emissions are
covered by sufficient pledges that are underpinned

by robust policies.” Governments must urgently
close these two gaps, prioritizing short-term,
outsized impacts to ensure a sustainable climate
but also to generate substantial social benefits,
for instance, by creating the nearly 40 million
green jobs needed by 2030. Governments should
prioritize the five following actions:

FIGURE 2 | Five priorities for government action
q S S: N2 C\\j
& u 22 |
_/ . o>
Close the 600+ Recognize and Double financing Remove transition Prepare for more

gigatonne national
ambition gap

Strengthen short- and
long-term pledges,
multiply climate finance
for the Global South,
and refocus global
negotiations

raise the price
of carbon

Track emissions and
roll out mechanisms to
level the playing field
for low-carbon
solutions and trigger
global ripple effects

and incentives
for outsized-impact
solutions

Scale incentives and
green public
procurement to
strengthen business
cases and accelerate
financing for early-stage
technologies

obstacles to
accelerate action
at least threefold

Fast-track permitting
for green projects,
de-risk key supply
chains, upskill
workforces and get civil
societies on board

drastic measures
in an ever-
warming world

Drastic actions may
become necessary
and economically
justified, from hard
technology bans to
geoengineering
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2.1

FIGURE 3

No net-zero commitment

16%

of emissions

102 countries
3 "' P o

® ¢

+92 countries

3

Close the 600-plus gigatonne

national ambition gap

Increase 2030 and 2050 commitments.

Even if all countries achieved their current nationally
determined contributions (NDCs) and net-zero
targets for the coming decades, humanity would
overshoot a 1.5°C-aligned emissions budget by a
total of more than 600 gigatonnes between now

and 2050, leading to warming of 2.5°C by the
end of the century.® To reduce the ambition gap,
as many countries as possible need to move

up their net-zero commitments to 2050 or
earlier and complement these with much bolder,
1.5°C-aligned reduction commitments until 2030
(see Figure 3).

Governments must close the national ambition and action gaps

National net-zero commitment

49%

of emissions

14 countries 41 countries

®- 0
= & Y - Y - -

@ Relative size of greenhouse gas emissions

... at/before 2050

15%

of emissions

+31 countries

...and extensive
policies
implemented?

%

of emissions

...and 2030
NDC aligned’

13%

of emissions

14 countries 22 countries

@E@-o:e B®ROLOC
.
e $OVOMWHE™ = =2 + 2

+12 countries

Sources: Net Zero Tracker; Climate Watch; Climate Action Tracker; Climate Analytics, 1.5°C National Pathway Explorer; Intergovernmental Panel on Climate Change;
International Energy Agency; Powering Past Coal Alliance; Glasgow Declaration; World Bank; European Heat Pump Association; Climate Policy Database; BCG analysis.

Note: Based on 193 UN member countries, excluding emissions from land use, land-use change, forestry, and international aviation and shipping.

1 NDC aligned = unconditional 2030 nationally determined contribution delivers at least 75% of 1.5°C-compatible reduction. 2 Countries that have implemented
at least a coal ban, internal combustion engine ban, emissions trading schemes or tax, and one key policy per emission sector.

Multiply climate finance for the Global South.

At the same time, a sharp increase in financial

and technical support is required from higher-
income countries to lower- and middle-income
countries, both for mitigation and adaptation.
Lower- and middle-income countries are seeing a
staggering $1.2 trillion to $1.4 trillion climate finance
gap, double that of their higher-income peers.®

The current $100 billion climate finance

goal — already low, at less than 5% of annual

needs — remains unmet (see Figure 4). More effort
is needed, especially from the US and Europe,
which have accumulated the highest historical
responsibility.'® Mobilizing more blended finance
will also be critical, with risk-balancing mechanisms
that can draw $7 of private financing per every

$1 of public funding.

Bold Measures to Close the Climate Action Gap
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FIGURE 4 ‘ Many countries fail to provide their fair share of the $100 billion goal

Public funding' contribution vs “fair share”, 2021 ($, billion/year)

$1.2-1.4

trillion

37 3026 . 13.1
billion

$23

billion

13.1

$77

billion

() & 3 ¢ O ODZTS &= Other®  International
private finance
. Financing towards “fair share” . Surplus over “fair share” . Gap to “fair share” Private finance

Sources: Overseas Development Institute; OECD; International Energy Agency; Climate Policy Initiative; SAF Investor; BCG analysis.

Note: Climate finance data includes mitigation and adaptation. Data based on ODI methodology with “fair share” adjusted to reflect the private finance
contribution. Definition of fair share based on GNI, cumulative territorial emissions since 1990, and population size. Countries eligible to provide climate
finance defined based on UNFCCC Annex Il, consisting primarily of OECD members.

1 Includes finance provided bilaterally, through multilateral climate funds and multilateral development bank outflows; excludes export credits. 2 Not to scale
3 Excludes nature-based solutions. 4 By higher-income nations. 5 Includes public and private sector financing. 6 Includes Norway, Sweden, Denmark,
Switzerland, Luxembourg, Austria, Finland, Iceland, Ireland, New Zealand, Portugal and Greece

Refocus global negotiations. effective and efficient, for example, complementing
NDCs with more multilateral or coalition-level

Global climate negotiations are not making sufficient | deals on high-impact issues and strengthening

progress, and countries are not yet translating their transparency and accountability to maximize

outcomes into policy at a sufficient pace. Several trust and clarity for decision-makers.

options can be explored to make negotiations more

Bald MeasuiggitoiBlose the Climate Action Gap 10




2.2

FIGURE 5

Recognize and raise the price of carbon

For many applications, low-emission solutions are
still struggling to become competitive. Even when
they are, pressure to phase out heritage assets

is often insufficient. This is in part driven by a lack
of transparency for decision-makers but more
importantly, by the fact that the external costs of
carbon emissions are not adequately integrated into
day-to-day decisions. All countries should therefore
seek to improve end-to-end visibility on emissions
and put a meaningful price on carbon, including
through mechanisms that cover traded goods. In
many cases, the most economically efficient way to
get started may be to replace fossil fuel subsidies
with social support schemes that incentivize
emissions reductions in a just and equitable way.

Increase end-to-end emissions transparency.

Only two-thirds of the world’s 1,000 largest

companies publicly disclose emissions to the
Carbon Disclosure Project, and hardly any of
these companies’ products or services come

with information about their embedded carbon
footprint.™ Lacking transparency on emissions

data hinders accountability and limits the potential
to extend carbon pricing.' Harmonizing and
simplifying reporting standards and trading rules will
be key to spreading consistent emissions disclosure
across geographies and reducing the administration
burden on companies.

Implement a meaningful price on carbon.

Carbon pricing as a mechanism has made progress
in recent years: almost one-quarter of all global
emissions are covered by some form of carbon
pricing scheme, up from just 5% in 2011. However,
only 3% of global emissions are already subject

to sufficient pricing, as defined by the High-Level
Commission on Carbon Prices (see Figure 5)."°

A price reflecting the true cost of carbon must

be complemented by an enabling regulatory
environment and more transparent and credible
voluntary carbon markets.

An opportunity remains to broaden the scope of carbon pricing globally

Percentage of global emissions covered by a carbon tax or emissions trading system

No carbon
price

Carbon e
price at o
subnational National
level... level

...above ECR?
...above $61/ above
$10/tCOe 1CO,e'  $61/tCO,e

267

of countries have implemented

a carbon price

4/10

Four of the top ten emitters
have no national carbon price®

O countries

When both emissions coverage and price
are accounted for, no country has an
effective carbon price above $61/tCO,e

Sources: Intergovernmental Panel on Climate Change; World Bank; High-Level Commission on Carbon Prices; BCG analysis.

1 Required minimum threshold by 2030 from the High-Level Commission on Carbon Prices, in 2023 USD, adjusted for inflation by the World Bank;
2 Effective Carbon Rate (ECR) is calculated by multiplying the share of emissions covered by each scheme with the associated price (countries can
have several schemes - e.g., ETS and carbon tax — covering a various number of sectors) ; 3 India, Russia, Brazil, Iran

Roll out carbon border adjustment mechanisms.

One reason for the limited teeth of most carbon
pricing schemes today is the unequal pricing
between countries, which increases the risks of
carbon leakage (emissions moving to countries with
lower or no carbon prices instead of actually being

eliminated).'®'” Border taxes can be an effective
instrument to address this challenge. In countries
with significant imports of goods, such taxes can
also trigger massive global ripple effects by directly
impacting a large share of global emissions and

by encouraging trade partners to set up more
ambitious carbon pricing schemes of their own.

Bold Measures to Close the Climate Action Gap 11



2.3

Available
and near-future
technologies can
achieve

~55%

of the reductions
needed for the
1.5°C climate
goal.

M

Double financing and incentives
for outsized-impact solutions

Stronger efforts are needed to support green
business cases as well as funding and demand
for green solutions. In particular, key early-stage
technologies and infrastructure, which have the
potential to create half of the mitigation needed for
1.5°C - such as clean hydrogen, battery storage,
biofuels, carbon capture utilization and storage
(CCUS), direct air capture, small modular reactors
and regenerative agriculture — need much larger
public support.'®

Make green business cases viable in all sectors.

During their first ten years on the market, more than
80% of all global wind and solar PV generation was
concentrated in two countries: Denmark for wind
and the US for solar.”® The countries’ incentives
provided the spark required to bring them to

market and make them competitive. That same
story needs to repeat itself for more than a dozen
other technologies, and faster. This requires more
step-changing subsidy schemes like the roughly
$400 billion US Inflation Reduction Act and the
roughly $300 billion EU Green Deal Industrial Plan,
each geared towards mobilizing a multiple in private
capital — or China’s 2021-2025 five-year plan, which
includes $840 billion of green investments.?*2" It
also requires policy continuity to avoid the insecurity
of sudden direction changes.??

Efforts should not only focus on mature
technologies like solar, wind, nuclear and EVs;
much more support is needed for underfunded
technologies that do not yet have a positive
business case.?® One way to help fund these
policies can be replacing the more than $1 trillion
of global fossil fuel subsidies with social support
that incentivizes emissions reductions in a just
and equitable way.?*%

Deploy green public procurement at scale.

Global government-controlled procurement

is responsible for around $11 trillion in annual
spending and around 15% of total global
emissions.?¢?” While green public procurement
(GPP) policies are already in place in almost 90%
of OECD countries, many of them still lack rigour.
Only half of the countries with GPP policies have
set binding targets, and a mere third have effective
reporting mechanisms in place that would allow
tracking progress.?® Outside the OECD, uptake
remains uneven, despite some good first steps
taken by, for example, Brazil and South Africa.?®
Implementing more rigorous policies in high-emitting
countries would have a fast and dramatic impact.

Bold Measures to Close the Climate Action Gap 12



Ramping up subsidies and incentives in favour

of the transformation will not achieve sufficient
acceleration if other barriers remain in place.

With obstacles ranging from long permitting

times to supply chain constraints and skill gaps,
governments need ambitious and forward-thinking
strategies to clear the path to net zero.

Fast-track permitting for green projects.

Long permitting processes are a massive obstacle to
the expansion of renewables and major low-carbon
infrastructure projects. In the US alone, four times as

Remove transition obstacles to
accelerate action at least threefold

much wind and solar PV capacity is currently awaiting
regulatory approval as is operational.*® Average
development lead times in the US and Europe are
currently around nine years for transmission lines and
seven and twelve years globally for CO, and hydrogen
storage, respectively.®' With such durations, projects
being planned today may not contribute anymore
toward 2030 targets. This is all the more disconcerting
as the gaps for key low-carbon infrastructure and raw
materials are also expected to be massive by 2030
(see Figure 6). Streamlining planning and permitting
alone could accelerate timelines by as much as 50%
for wind and 75% for solar.®?

FIGURE 6 | Anurgent need exists for new infrastructure to enable technology scaling
Infrastructure — Critical raw materials® —
5 ., —0 -
E] = /SN
£S B o 2
Capacity Power Battery Public EV Hydrogen CO, storage Lithium supply Nickel supply
(per year) transmission storage (G\W)  charging points? underground (Mt CO,/year) (Kt Li) (kt Ni)
(million km) (millions) storage (1\Wh)
2022 T I T ’ ,
5.4 45 3 <1 ~50 170 3.2
® 2030 7.0 ~390 13 5 420 480 4.2
expected’
2030 IEA ‘ ‘ [ [
net zero 7.7 ~1000 17 70 1,000 720 5.2
x1-1.5 vs plan x2-3 vs plan x1-1.5 vs plan x14 vs plan x2-3 vs plan x1-2 vs plan x1-1.5 vs plan

Sources: International Energy Agency; Wood Mackenzie; BCG analysis.

Note: Only net-new additions considered (replacements/refurbishments excluded). 1 Based on announcements or historical trend.

2 For light-duty vehicles only. 3 Anticipated supply includes supply from recycled materials.

De-risk access to raw materials and
supply chains.

Demand for several critical minerals could
quadruple by 2030, outpacing currently planned
supply.® A similar risk exists for key components
ranging from batteries to power transformers, wind
turbines, hydrogen compressors, (hydrogen-ready)
gas turbines and more. This situation is aggravated
by already existing supply chain vulnerabilities and

various concerns about geopolitical risks.**

To prevent bottlenecks and inflationary pressures,
countries can seek to implement regulatory initiatives,
such as the EU’s Critical Raw Materials Act, that
diversify supply networks through dedicated trade
agreements and help companies build capacity.
Scaling circular economy solutions can further

help mitigate supply risks by keeping the value of
materials in the system for longer — right now, only
5% of discarded lithium-ion batteries get recycled.®-6
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Upskill the workforce for a green transition.

Global clean energy jobs are expected to more
than double between 2019 and 2030, from 32
million to over 70 million.*” In many sectors and
countries, there is a risk that the supply of available
talent will fail to meet this sharp jump in demand.
China will lack 9 million jobs in power equipment
by 2025 and 1 million in EVs, while the EU needs
more than 600,000 new jobs by 2030 to achieve
its solar strategy.®¥* Governments should launch
large-scale upskilling and reskiling programmes,
such as India’s Skill Council for Green Jobs and
the European Skills Agenda. This needs to happen
while ensuring a just transition by retaining,
retraining and redeploying fossil fuel industry
workers and by ensuring that the new jobs
created are fair and adhere to core labour and
safety standards.°

Get civil societies on board,
broadly and credibly.

Climate misinformation is still rampant in too many
countries. About 40% of US and UK citizens deny
anthropogenic warming, and between 55% and
85% of people in the US, India, Brazil, Germany, the
UK and Australia have at least one false belief about
climate change.*'*> Governments can be ambiguous
in their messaging and actions about climate, held
back by fears of political backlash. Clearer, simpler,
fact-based communication is needed to debunk
irrational myths about climate change and to inform
citizens of the most effective measures to counter

it. Governments should also seek to design climate
policies in a socially acceptable way, including
benefits for local communities, such as job creation
and energy affordability. Companies need to be
mindful of their corporate climate-policy footprint,
and they should avoid undermining progressive
regulation and legislation and negatively influencing
Paris-aligned climate policy.

Prepare for more drastic measures, which may
become necessary in an ever-warming world

Despite the urgency, chances seem slim that all the
above will be implemented globally and at the pace
required. Persistent underestimation of the looming
threat, misaligned interests, geopoalitical tensions,
economic challenges such as inflation and interest
rates, the “tragedy of the commons” — the list of
reasons for insufficient action is long. Yet, the rising
costs of inaction may soon require far more drastic
measures. Policy-makers may soon be forced to
consider the following:

— Implementing hard technology bans and
decarbonization mandates

— Redirecting hundreds of billions of dollars per
year into adaptation to cushion the impact of
increasingly dramatic climate fallout and investing
in early-warning systems to quickly direct
resources to populations in need, especially in the
most vulnerable countries in the Global South.

— Scaling removal solutions even faster.
Carbon removal will be an essential part of the
decarbonization journey by the 2040s, but given
the costs of these technologies, the difference
between removing two to four gigatonnes
and more than five gigatonnes per year is
substantial. The further the world falls behind in
reductions, the more it must prepare to increase
the scale of removals.

— Exploring further geoengineering solutions
as a last-resort lever, such as aerosol
scattering or cloud brightening. This likely would
require substantial investments in solutions
with unclear promise and would create risks of
second-order impacts that are hard to foresee,
which could impact particular geographies or
communities in different ways.
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Corporates can lead
systemic change -
five priorities

The private sector has a major responsibility
and opportunity to unlock systemic impact,
beyond internal initiatives.
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None of the drastic options outlined above would
be as economical as bringing down emissions
today. It is therefore humanity’s collective
responsibility — and each individual’s as well — to
accelerate mitigation action. There is both a strong
opportunity and imperative for companies to do so.
Many are already acting internally to set ambitious
internal goals and accelerate action, including
members of the Alliance of CEO Climate Leaders,

for whom this report is written. However, the sum
of these individual actions is inadequate to achieve
broader goals. Companies should look beyond
their own operations and seek ways to bring

about systemic impact by reshaping value chains,
industries and policies. There are five ways in which
corporates can step up global climate action far
beyond their immediate sphere of control, with the
potential for dramatic impact:

FIGURE 7 | Five priorities for corporates to achieve outsized systemic impact
@ e I
) .
©] [ 18 e
Accelerate Enable customers Drive change Engage in Advocate and
supplier to make greener in your industry cross-industry support bolder

decarbonization

Systematically engage
with your suppliers to
reduce their emissions,
trigger upstream ripple
effects and secure
green supplies

choices

Offer new green
products, move
downstream to secure
demand, and communi-
cate transparently

Coordinate ambitious
coalitions with peers
to raise the bar, set
bold commitments and
create new industry
standards e.g. labelling

Corporates can achieve outsized impact on their systems

3.1

Suppliers

3.2

Customers

3.3

Industry

partnerships

Scale low-carbon
solutions through
partnerships and pool
demand for green
products to lower risks
and green premiums

3.4

Cross-industry

policies

Do no harm, advocate
for ambitious policies,
help shape regulations
and roadmaps, and
engage in new forms
of partnerships

3.5

Policies

S0

of global emissions in
supply chains of top
1,000 companies'

Sources: CDP; Refinitiv;
BCG analysis

<1%

end-price increase to
reduce 50% of many
products' emissions
in 20302

Sources: Statista
ecoinvent; BCG analysis

>4

market share of less
than 10 players in
many key sectors®

Sources: Forbes; Alphaliner;

IPES-Food; IHS Markit
Euromonitor; BCG analysis

<107

of CapEx/purchases of
top 1,000 companies
can close the climate
funding gap*

Sources: Refinitiv; report
Part | ("Th
Action"); BCG

957%

of global companies'
advocacy not in line
with Paris goal®

Sources: InfluenceMap;
BCG analysis

Notes: 1 Largest companies by revenue. Excluding non-disclosed data. Including overlaps between companies' scopes of disclosure;

2 E.g. EVs, packaged food, home & beauty; 3 E.g. aircraft manufacturing, grain and soy trading, container ship operators, automotive

OEMs, express deliveries, restaurant chains; 4 Largest companies by revenue. Excluding non-disclosed data; 5 Based on a sample of
350 companies, among the largest globally, across various sectors. ~50% misaligned and ~45% mixed alignment
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Companies that engage their supply chains to
drive decarbonization can have an outsized climate
impact. For the largest 1,000 global companies by
revenue, upstream scope 3 emissions are roughly
as high as their own footprints, and for many,

FIGURE 8

= Q Q / / / — alta )

Q)

Supplier engagement

Engagement strategy

Education and
awareness

57%

Information collection 45%

GHG target/
reduction required?

29%

Climate award schemes 17%
Co-innovation 10%
Direct solutioning support 8%
Supplier selection criteria 5%
4%

Financial incentives

0

30

40

Sources: CDP 2022 data; BCG analysis.

Accelerate supplier decarbonization

it can be five times more or higher. Even more
impressively, when including their upstream supply
chains, the top 1,000 global companies can impact
more than a quarter of all global emissions.*®

Top companies engage suppliers, but most have taken only first steps

Share of top global companies engaging with suppliers, per type of engagement strategy

Q)

14%

00§

Do not engage

50 60 70 80 90 100

Notes: 1 Includes only companies that made their responses public. All 500 are also among the 1,000 largest companies globally by revenue. 2 Requirements
to set a science-based target, launch initiatives, or commit to quantified KPI goals; excluding requirements to comply with regulations or disclose data.

Engaging suppliers in decarbonization has become
a lot more common in recent years. More than
7,000 CDP respondents in 2021 (around 39%;
and close to 90% among the 500 largest in 2022)
claim to have done s0.4+4® But most are still only
taking the first steps, focusing on establishing
transparency, educating and raising awareness
(see Figure 8). By emboldening their engagements,
companies, especially larger ones, can achieve a
much greater impact at scale.

Align suppliers to 1.5°C.

As of today, less than 30% of the 500 largest
CDP respondents require suppliers to set
decarbonization targets, start decarbonization
initiatives, or commit to a predefined level of

emissions reduction or renewable energy (see
Figure 8). The bar should be much higher, even if
timelines are set to give suppliers reasonable time to
adjust. By requiring suppliers to disclose emissions,
set science-based emission reduction targets and
continuously track their progress, most of these
companies could have an outsized impact on global
emissions. And many successful examples show
that bold requirements work (see Figure 9).

To avoid unnecessary complexities, supplier
requirements should be aligned across industries,
for example, by aligning with large-scale initiatives like
the CO2 Al Product Ecosystem, enabling seamless
carbon data exchange between companies,

or the World Business Council for Sustainable
Development’s Partnership for Carbon Transparency.*®
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® Insufficient
resources,
financing and
knowledge are
among the key
obstacles to
decarbonization,
especially for
smaller suppliers.

FIGURE 9

©

Align suppliers
to 1.5°C

BT requires adoption of SBTs'

within 6 months for all new
contracts over £25 million

Orsted

Orsted asks SBTs and
100% renewable electricity
from suppliers covering
50% of spend

Aspirational examples

lo-"o!

Car OEM asks all

suppliers to join RE100
and EP100

Sources:

Notes: 1 Science-based targets. 2 Sustainable aviation fuel. 3 H, Green Steel. 4 Power-to-X. 5 Novozymes.

Commit to green offtakes.

One of the largest obstacles to bolder
decarbonization in emission-intensive material
industries is the uncertainty about whether green
solutions will find sufficient demand and willingness
to pay to cover their cost. Producing low-carbon
steel, chemicals, cement and other base materials
still comes at a significant price premium, which
makes high-investment, high-cost decisions to
decarbonize a risky pursuit. On the other hand, the
material scope 3 commitments made by companies
in end-consumer-facing industries currently
indicate that green markets might actually become
undersupplied through the course of this decade,
increasing the risk that offtakers might not be able
to achieve their reduction targets.*

Offtake commitments are a strong instrument
against both risks. While many companies still
stick to a “wait and learn” approach, early movers,
such as Scania and Schaeffler, which committed to
purchases of green steel, and DHL, which secured
over 800 million litres of sustainable aviation fuel
until 2026, are already sealing strategic deals for
green supplies (see Figure 9). Many more — and
much bigger — examples are needed.

Move upstream to scale supply.

Where market supply is not available, some
companies also choose to integrate backwards
to “make” rather than “buy”. Maersk, for example,
faced with a gap in e-methanol projects able to
supply future fuel to its growing low-carbon fleet,

copes by developing its own projects. Dow is also
collaborating with X-energy to bring advanced small
modular nuclear reactors to a US site (see Figure 9).

Co-fund and co-shape supplier
decarbonization.

Insufficient resources, financing and knowledge

are among the key obstacles to decarbonization,
especially for smaller suppliers. To overcome

these obstacles, several companies have chosen
to co-invest and share knowledge to strengthen
suppliers’ decarbonization efforts. Many also bet
on co-innovation, with close R&D collaboration.
Impactful examples include Unilever’s billion-euro
fund for supply chain decarbonization programmes,
Novozymes's partnership with Arla on precision
fermentation and IKEA's initiative to supply value
chain partners with renewable power (see Figure 9).%

Support suppliers with large-scale
programmes.

Direct support in implementing low-carbon solutions
can also generate a massive impact by closing
suppliers’ skill and resource gaps. This includes
investing in capacity building for suppliers in low-
and middle-income countries, particularly on data
transparency and decarbonization levers. So far,
only around 8% of the largest companies already
offer direct solutioning support to their suppliers
(see Figure 8). Examples generating strong impact
include Schneider Electric, with its Zero Carbon
Project to engage 1,000 suppliers and Kering’s
energy efficiency programme (see Figure 9).

Examples of supplier decarbonization initiatives

52 &

Commit to
green offtakes

DHL closed an 800 million-
litre SAF? supply deal with
BP and Neste until 2026

Scania committed to
purchases from H2GS?®
to reach 100% green

steel by 2030

[
o=l
Trucking firm seals deals
for the first 100%
low-carbon fleet by 2035

7 Schneider Electric. 8 The Zero Carbon Project

Move upstream
to scale supply

MAERSK

Maersk produces its own
e-methanol for the 19 vessels
it aims to deploy by 2025

>

Dow is deploying advanced
small modular nuclear on a
US site by ~2030

<&

4
N
Airline scales PtX* to
produce its own
sustainable fuel

o IJ_E’_j
S
=2
Cofund/coshare Support with large-

with suppliers

Unilover

Unilever started a €1 billion
fund for supply-chain climate
and nature solutions

3
novozymes *

NZ® is partnering with Arla
on fermentation-based
proteins, able to cut GHG

up to 90%

al
Paper distributor invests
$2 Dillion to scale

suppliers' use of NBS®
and low-carbon heat

; BCG analysis.

scale programmes

Schyreider

SE’ cut 25% of the emission

intensity of 1,000 suppliers in
3 years with TZCP8, including
trainings & onsite support

KERING

Kering cut suppliers' factory
emissions by ~20% through
energy efficiency audits and
action plans

Fashion retailer works with
manufacturers to produce
a new net zero yarn

6 Nature-based solutions.
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https://www.bt.com/bt-plc/assets/documents/digital-impact-and-sustainability/our-approach/our-policies-and-reports/bt-cpd-response-2022-climate.pdf
https://orsted.com/en/media/newsroom/news/2020/02/152187899190237
https://www.dhl.com/global-en/home/press/press-archive/2022/dhl-express-announces-two-of-the-largest-ever-sustainable-aviation-fuel-deals-with-bp-and-neste-amounting-to-more-than-800-million-liters.html
https://www.scania.com/group/en/home/newsroom/press-releases/press-release-detail-page.html/4575390-scania-places-first-green-steel-order-in-further-step-towards-decarbonised-supply-chain
https://www.maersk.com/news/articles/2022/11/03/maersk-and-the-spanish-government-to-explore-large-scale-green-fuels-production
https://corporate.dow.com/en-us/news/press-releases/dow-x-energy-collaborate-on-smr-nuclear.html
https://www.unilever.com/planet-and-society/unilever-climate-nature-fund/
https://www.novozymes.com/en/its-time-transform-food-production
https://www.arla.com/company/news-and-press/2023/pressrelease/novozymes-and-arla-foods-ingredients-join-forces-to-harness-power-of-precision-fermentation/
https://www.se.com/ww/en/about-us/sustainability/zero-carbon-project.jsp
https://www.kering.com/api/download-file/?path=KERING_Climate_Strategy_2023_b3f18dc6b4.pdf

@ 3.2

<1%

end-price increase
to reduce 50%
of many products’
emissions in
2030
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Enable customers to make greener choices

Corporates often cite fear of higher costs as a

reason to shy away from ambitious decarbonization,

as most customers are not willing to pay a

significant premium for sustainable solutions with no

additional value, especially in most price-sensitive
markets and countries. But in some industries
and geographies, there actually is a nascent —
and growing — market for green products.*
Where that is not the case, companies need to
better communicate to convert the “mainstream”
audience, or they need to strengthen innovation

efforts to build up demand for sustainable offerings,

embedding other benefits as well.?° Either way,
those that introduce a new level of transparency
and that provide greener choices that match their

customers’ needs can change the market, and the

chances are high that they will harvest the initial
benefit and put pressure on peers to follow.

Provide customers with
low-carbon alternatives.

For many products, the options for consumers to

make sustainable decisions are still far too scarce,

and the market environment remains difficult. But
there are already ways for companies to disrupt
their markets with greener alternatives. Three
models work (see examples in Figure 10):

— Promote at-scale circularity. Companies can
bring down demand for primary products by
creating business models that enable at-scale

reuse, repair and recycling of existing goods.
Cemex’s circular processes and lkea’s buyback
programme are already making headway.

A similar impact can be achieved by investing
to differentiate with higher product durability.

Introduce net-zero products. The alliance and
BCG’s 2021 report, Net Zero Challenge: The
Supply Chain Opportunity, shows that the
economic impact of bringing down supply

chain emissions for end-consumer products is
far lower than most people expect. Since the
share of emissions-intense base material costs
makes up only a small portion of most products’
end-customer prices, even full decarbonization
would only add costs at 1% to 4% of end prices
in 2030.%" For many products, reducing the first
50% of emissions can even be achieved with

an end-price impact well under 1%.%2 Many
customers’ willingness to pay is far larger than
that.®® Companies should fast-track net-zero
versions of their products to market, giving
customers a truly sustainable choice.

Disrupt high-emission markets. Companies
such as Tesla (with EVs), Rigenwalder Muhle
(with vegan meat alternatives) and Northvolt
(with batteries) have successfully disrupted their
markets by making greener alternatives appealing
to customers. There are more traditionally high-
emitting industries ripe for disruption in industry,
buildings, other foods and more.
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https://www.weforum.org/publications/net-zero-challenge-the-supply-chain-opportunity/
https://www.weforum.org/publications/net-zero-challenge-the-supply-chain-opportunity/

FIGURE 10

Oy
S
Promote at-scale
circularity

Heenex

Cemex transforms
construction and demolition
waste into value-added
material that is reintroduced
into the value chain

IKEA empowers
customers to reuse with
buyback program

Aspirational examples

B
Construction firm uses

100% recycled or
low-carbon cement

Sources:

Unlock nascent green downstream demand.

There may currently only be a limited direct market
for low-carbon cement, but many people would
want to live in low-carbon buildings. Especially

for companies at early stages in the value chain,
the route to market for green products can be
deadlocked despite end-consumer interest. These
companies should explore moving downstream to
create a green offering where it has the most appeal.
Early examples, such as Volvo’s truck-charging
venture with Daimler and Traton, and SkyNRG'’s
sustainable aviation fuel credit programme, need
to spread and scale (see Figure 10).

Introduce carbon labelling.

A prerequisite for enabling customers to make
better demand choices, especially in business-to-

business segments, is creating transparency about
their consequences. In this regard, initiatives like
carbon labelling are becoming a differentiator.

After all, who do you trust to take carbon emissions
seriously, the company that discloses the impact

of their products or the one that does not?
Similarly, emissions transparency is a prerequisite
for base material producers who want to secure

a green premium. Companies should push bold
transparency initiatives, measure emissions across
their value chains and disclose the carbon footprints
of their products, as done today by BASF, which
shares the carbon footprint of all its products

with customers (see Figure 10). The more
companies that do this, the more others will

be pressured to follow. To avoid the proliferation

of inconsistent or misleading labels, regulators

or industry groups should ensure that common
standards are followed.%*

Examples of sustainable strategies with customers

h

Disrupt high-
emission markets

Introduce net-zero
products

o T

@

Introduce carbon
labeling

Unlock downstream
demand

aﬁ%\as

VOLVO

Apple sells carbon-neutral
watches, cutting
emissions by 75% and
offsetting the rest

BN

NREP pledged to design
three "lighthouse"
net-zero buildings

Beverage leader
introduces net zero soda
for <1 cent more per can

Tesla revolutionized the car
market with EV, leading on
design and performance

RM' exceeded its own meat
sales with competitive
plant-based products

X

Fertilizer company scales
up fully N,O-free, high-yield
microbial solution

Volvo coinvested €500
million to install 1,700 green
truck-charging points

EIVALE

SkyNRG sells SAF?
credits directly to
travellers, bypassing
tight-margin airlines

Cement producer works
with developers to design
net-zero buildings

; BCG analysis.

Notes: 1 Rigenwalder MUhle. 2 Sustainable aviation fuel. 3 Product carbon footprint. 4 Fast-moving consumer goods

Adidas launched 2.94kg CO,e
low-carbon shoe displaying
CO2 footprint on sole

BASF provides PCFs®
to customers for all
45,000 products

5

FMCG?* leader shares full
supply chain emissions
on all products by 2025
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https://www.cemex.com/en/sustainability/future-in-action/circular-economy
https://www.ikea.com/gb/en/customer-service/services/buy-back/#:~:text=With%20Buyback%20%26%20Resell%2C%20you%20sell,gives%20it%20a%20new%20home
https://www.apple.com/newsroom/2023/09/apple-unveils-its-first-carbon-neutral-products/
https://nrep.com/netzero/
https://www.reuters.com/plus/tbd-media-group/rugenwalder-muhle-the-power-of-opposites-that-taste-good
https://vegconomist.com/company-news/facts-figures/germanys-rugenwalder-muhle-sold-more-meat-free-than-meat-products-in-2021/
https://www.volvogroup.com/en/news-and-media/news/2021/jul/news-4017125.html
https://skynrg.com/saf-for-travelers/
https://news.adidas.com/running/adidas-and-allbirds-scale-up-releasing-four-new-colorways-of-their-lowest-carbon-running-shoe/s/aa905f1c-d155-44ff-81e9-23bb5f0be43d
https://www.basf.com/tw/en/products/dispersions-resins/sustainability_in_a-eda/product_carbon_footprint.html

FIGURE 11
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Align high commitments

Drive change in your industry

Corporates exploring ambitious climate action
often fear a “first-mover disadvantage”, be it real
or perceived. Cooperating to raise the bar instead
of competing on decarbonization is a powerful
instrument for overcoming this fear.

Align high commitments with major peers.

Over the past few years, there has been an
increasing number of large-scale commitments
seeking industry-wide impact. The potential is
particularly substantial in supply chain “pinch points,”
where a few players combine sufficient market share
to jointly reshape the “new normal” of an entire
sector. Examples include the Glasgow Financial
Alliance for Net Zero, whose members control over
$130 trillion in private capital, including more than
half of all global assets under management.>®%

Alliances are most impactful where they aspire to a
more concrete level of alignment than just a minimum
level of commitment. For example, the seven Mission
Possible sectoral roadmaps or Sustainable Markets
Initiative’s Health Systems Task Force attempt to align
members around concrete roadmaps and initiatives.
The Forum’s Alliance of CEO Climate Leaders has
also aligned disclosure and targets among members,
and its members have achieved an overall 10%
emissions reduction between 2019 and 2021 across
its more than 120 member companies, including

a 32% scope 2 reduction thanks to a bold uptake
of levers such as power-purchase agreements. All
alliances must look at how to maximize concrete
impact while seeking to build a larger membership

base, especially beyond higher-income economies.
For instance, 20 agricultural traders could align to
stop a large share of global deforestation — among
them, four players alone control 70% to 90% of
global grain and soy trading (see Figure 11).

To defend against anti-trust lawsuits from parties
opposing climate action, corporates should align
with governments or other non-industry initiatives
and build legal resilience, including by writing
transparent and publicly available codes of
conduct, leveraging legal advice, educating
members about legal red lines and highlighting
both the climate change objectives and benefits
generated for consumers.%’

Create a new industry standard.

Peers should also cooperate on building common
industry standards, for example, on transparency,
data exchange practices along the value chain,

or objective definitions of what constitutes a
“green” product. In 2022, Kloeckner, a global

steel distributor, introduced the world’s first “green
steel” standard. Its methodology, which divides
steel products into six categories based on their
carbon footprint, immediately unlocked nascent
demand and willingness to pay for less emission-
intensive steel products. This is a strong example
of an individual company’s ability to drive behaviour
change among producers. Similar initiatives are
needed in sectors ranging from mined commodities
to other metals, chemicals, building materials and
even consumer goods (see Figure 11).

Examples of moving industries through green alliances

Q

Create a new

wssion
% POSSIBLE
A

Sustainable

Initiative

with major peers

Mission Possible drives decarbonization in seven of
the world's highest-emitting sectors by designing
net-zero action plans with industry leaders

SMI Health Systems Taskforce gathers seven pharma firms
committing to reach net zero with shared targets and actions
on supply chains, patient care and clinical trials

Aspirational examples

i

Sources:

20 buyers, trading 70%—-90% of global ocilseeds and grain
and South American beef, which cause together more than
60% of deforestation, align to stop deforestation by 2030

industry standard

0O

A

Kloeckner Metals developed a six-category universal
definition of green steel, based on emissions levels,
to eliminate customer confusion

Henkel teamed with around 70 industry
peers for a common ecological impact
score for the beauty industry

Leading specialty chemical producer creates
standards for green base chemicals, which
account for ~2% of global emissions

; Our World in Data;

ResearchGate; Institute for Agriculture and Trade Policy; ESS-Feed; Bloomberg; International Energy Agency; BCG analysis.
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https://missionpossiblepartnership.org/our-approach/
https://www.sustainable-markets.org/news/
https://www.kloecknermetals.com/products-services/green-steel/#:~:text=The%20term%20%E2%80%9CGreen%20Steel%E2%80%9D%20has,a%20CO2%2Dreduced%20manner
https://www.henkel.com/press-and-media/press-releases-and-kits/2022-02-22-the-ecobeautyscore-consortium-is-now-live-with-36-industry-players-to-enable-more-sustainable-consumer-choices-1612558
https://www.ecobeautyscore.com/

FIGURE 12
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Aggregate green demand to scale
solutions and lower risks

Engage in cross-industry partnerships

All companies depend on partners in other sectors
to fully decarbonize their value chains. Many also
require new technologies to scale that are very far
from their own core business, such as hydrogen

or carbon capture, usage and storage (CCUS).
Cooperating across industries to maximize the scale
of buying power, share risks and reduce the green
premium is an impactful lever to accelerate green-
tech innovators’ scaling, especially high-potential
start-ups and build-ups.

Aggregate green demand to scale solutions
and lower risks.

Many decarbonization technologies need to grow
at a non-linear pace but nonetheless, face offtake
risks given the limited scale they have today. Most,
such as biofuels, hydrogen, or CCUS, are needed
in many different industries. For technologies like
these, cross-industry buying groups can send
strong demand signals that are critical to accelerate
innovation and give upstream developers stronger
confidence in their business case. Several impactful
examples show the possible magnitude of this
model: the First Movers Coalition gathers more

Examples of joint efforts across industries

7

=

than 90 companies, with a total of $15 billion in
purchasing power, to build early demand by 2030
for key technologies in seven hard-to-abate sectors;
meanwhile, NextGen and Frontier have pooled
financing for carbon removal (see Figure 12).

Scale new technologies in joint initiatives.

Several technologies that are currently still in the
piloting stage need to be brought to market at

a much faster pace than historical equivalents.
Common infrastructure for technologies like

EVs needs to be scaled while the market is still
ramping up. Joint initiatives allow companies to
pool resources and share scaling risks. Successful
examples range from joint ventures, such as Volvo’s
electric van partnership with Renault and CMA CGM,
to large partnerships with dozens of contributors,
such as Breakthrough Energy’s Catalyst, which
pools funds from companies across sectors to scale
potentially high-impact low-carbon technologies.
More such partnerships could help scale early-stage
technologies sector-wide, for instance, if major
airlines partnered to accelerate the industrial-scale
production of e-kerosene (see Figure 12).

Scale new technologies

NextGen
++ Frontier

FMC' gathers more than 90 companies that committed $15 billion
of purchasing to build early demand by 2030 for key green
technologies in seven hard-to-abate sectors (e.g. aviation, steel,
and shipping) representing more than 30% of global emissions

NextGen and Frontier pool funding from firms
across industries to buy high-quality carbon removal
(e.g. $1 billion pooled by Frontier)

Aspirational examples

(i)

Sources: ; ; ;
Notes: 1 First Movers Coalition. 2 Sustainable aviation fuel.

Players across transport industry and energy sectors commit
$10 billion for long-term green hydrogen offtake deals

in joint initiatives

VOLVO

Eod il

Volvo contributed €300 million to a €720 million joint
venture with Renault and CMA CGM to produce fully
electric vans, starting in 2026

Breakthrough Energy pools investments into Catalyst, a
fund focused on cross-cutting technologies such as clean
hydrogen, SAF,? DAC® and long-duration energy storage

IATA* gathers $20 billion from 20 airlines to finance
a much faster scaling of bio- and e-fuels, with a
goal of achieving net-zero aviation by 2040

; BCG analysis.

3 Direct air capture. 4 International Air Transport Association.
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https://www.weforum.org/press/2022/11/first-movers-coalition-commit-12-billion-to-commercialize-zero-carbon-tech-cut-emissions/
https://www.nextgencdr.com/
https://frontierclimate.com/
https://www.volvogroup.com/en/news-and-media/news/2023/oct/volvo-group--renault-group-and-cma-cgm-group-join-forces-to-address-the-growing-needs-of-decarbonized-and-efficient-logistics-with-an-all-new-generation-of-electric-vans.html
https://breakthroughenergy.org/our-work/catalyst/

3.5

95%

of global companies’
advocacy not in line
with Paris goal

Advocate and support bolder policies

As shown in Section 2, much more ambitious
government policies might be the single most
important driver for accelerating decarbonization.
Whether corporates demand or obstruct these
policies can make an enormous difference in
regulatory progress.

Do no harm and advocate for net-zero policies.

95% of the 500 largest CDP respondents were
involved in some form of climate advocacy

in 2022.% But some companies still send
contradictory messages from one country or one
business unit to another, either as part of industry
associations or actively lobbying against ambitious
regulations themselves. 95% of the companies
assessed by InfluenceMap in 2021 were either
misaligned with the Paris goals or sending mixed
signals.®® Today’s advocacy could also focus more
on lagging countries. Of the CDP’s 500 largest
respondents in 2022, 40% advocated for policy
action in the US, EU, and/or Japan, versus just 3%
for China and 4% for all other top 10 emitters.5¢!

Help shape regulation and pathways.

Beyond traditional advocacy, corporates can seek
to collaborate with governments on policies and

sectoral roadmaps. This can help ensure policy
certainty and stronger industry-wide ambitions.
Successful examples such as Denmark’s Climate
Partnerships and the Fossil Free Sweden initiative
were both initiated by governments. Where this
does not happen, corporates should seek to be
proactive (see Figure 13).

Engage in new forms of partnerships.

Public-private partnerships (PPPs) have proven
strong potential to de-risk massive investments,
such as Indonesia’s $20 billion Just energy
transition partnership. It can also be a lever to
accelerate project lead times, as permitting
processes are among key obstacles. Countless
similar megaprojects will be needed to accelerate
renewables, scale up hydrogen production and
roll out new infrastructure for power, hydrogen
and CO, transport and storage (see Figure 13).
Partnering with philanthropic players is also a key
opportunity. At $7.5 billion to $12.5 billion annually,
climate mitigation now represents less than 2%
of total philanthropic spending.®? Public-private
and philanthropic partnerships (PPPP) are new
constellations on the rise that can help drive more
creative ways to de-risk capital and build new
pathways to unlocking additional funding.
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BOX 1

The Responsible Policy Framework, developed -
by the We Mean Business Coalition, Ceres, and
partners, contains case studies of best practices

We Mean Business Coalition recommends five advocacy best practices

Align your trade associations with the 1.5°C
pathway, urging them to participate in positive
climate advocacy.

across five areas:®®

Commit to speaking up by publicly
promoting your support for ambitious climate
policy and putting in place governance and
review processes on climate lobbying.

Make your voice heard by engaging directly
with policy-makers and mobilizing your
networks, peers, and suppliers.

Allocate advocacy spending behind climate
causes and stop harmful investments.

Disclose your advocacy by issuing a review
of the 1.5°C alignment of your organization’s
advocacy, disclosing relevant memberships,
lobbying efforts and investments, as well as its
ability to meet its own climate targets.

FIGURE 13

&

Do no harm and advocate
for net-zero policies

* Maersk is advocating for an

ambitious carbon tax for the shipping
sector to help shift the industry to
cleaner fuels

MAERSK

Ford called on the UK government to
& keep its 2030 plan for banning sales
of gas and diesel cars

Aspirational examples

@ Alliance of cement producers backs

production quotas banning non-green

cement production by 2040, avoiding
8% of CO, emissions

Sources: : ;
Chatham House; BCG analysis.
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Climate regulation
and pathways

Denmark formed 14 sectoral climate
partnerships to cocreate roadmaps
for how each sector can contribute
to a 70% emissions reduction

Fossil Free Sweden works directly

g=ie  with industries to create
roadmaps detailing how to
achieve climate neutrality

Coalition of 10 Fls' across China,
the US and Europe ask for bold
and harmonized climate reporting
rules and taxonomies

o7

Examples of advocacy and public-private partnerships

M3
e
Engage in new forms
of green partnerships

Higher-income countries,? multilateral

QHEIR  banks and private lenders from
GFANZ® committed $20 billion into a
JETP* to decarbonize Indonesia's
energy sector

Northern Lights created a PPP® to
capture, transport, and store 1.5
million tons of CO, from industrial
plants in 2024

S

Federally-backed regional clean
hydrogen hubs build land and sea
corridors in the US

)

Notes: 1 Financial institutions; 2 G7 countries, EU, Denmark and Norway; 3 Glasgow Financial Alliance for Net Zero; 4 Just Energy Transition

Partnership; 5 Public-private partnership
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Conclusion

The narrative may sound stale, but it is nonetheless
true: the clock is ticking, and time is running out to
avert disaster. The world urgently needs more Paris
moments and a collective mindset shift that reflects
the urgency of the situation. And it needs at-scale
decarbonization everywhere.

Governments of the world have a large responsibility
to get closer to net-zero emissions while also
ensuring a just transition that can benefit the most
vulnerable. They can set bolder and more near-
term ambitions. They have the power to support
leaders and penalize laggards. They can change the
context for companies — and entire societies — with
smart policies and better purchasing, and through
pricing externalities, supporting the Global South,
and incentivizing new technology. Alternatively,

they can add bureaucracy, permitting delays,
subsidies for fossil fuels and outdated procurement
practices. Supporting governments to move in
better directions faster is a collective responsibility,
including leaders in the business community.

But companies cannot wait for the public sector to
act. They can — and should — lead systemic impact to
accelerate progress. They can drive decarbonization
across their supply chains. They can move whole
markets by deploying successful green alternatives.
They can partner within and across industries to
massively accelerate technology development and
decarbonization. And they can change their stance
on advocacy, pushing for smarter, bolder policies
rather than preserving the status quo.

To readers, hopefully this report can inspire and
serve as a catalyst and guide for broader action.
Focusing solely on individual agendas is not
resulting in nearly enough progress. Public and
private leaders must also become system players
to support and accelerate change across industries
and societies. This is not a moment for asking if it
can be done but for finding out how.
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