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EXECUTIVE	SUMMARY	
Board	members	have	a	major	role	in	engaging	businesses	in	long	term	strategic	affairs.	Climate	change	
action	is	starting	to	be	discussed	as	a	strategic	concern	for	businesses.	However,	corporate	boards,	with	
the	duty	to	act	on	such	matters,	are	failing	to	deliver	engaged	action.	This	project	was	initiated	with	the	
objective	of	addressing	low	engagement	of	board	members	with	climate	change	concerns.	

To	 propose	 interventions	 to	 overcome	 low	 levels	 of	 engagement,	 it	 is	 imperative	 to	 first	 understand	
barriers	and	drivers	to	engagement	on	climate	change	concerns	for	corporate	boards.	We	carried	out	a	
mixed-method	 study	 consisting	 of	 annual	 report	 analysis	 (ARA),	 company	 secretary	 survey	 (CSS)	 and	
interviews	to	confirm	the	current	levels	of	engagement	and	investigate	barriers	to	engagement	on	the	
issue	and	interventions	to	embed	climate	change	in	UK	boardroom	meeting	agendas.		

We	 found	 that	 only	 11%	 of	 analysed	 annual	 reports	 include	 climate	 change	 as	 a	 top	 10	 risk.	 	 As	
expected,	the	occurrence	of	the	term	“climate	change”	was	most	frequent	in	company	report	of	the	oil	
and	 gas	 sector	 for	 whom	 action	 is	 critical	 to	 their	 sustainability.	 Moreover,	 across	 sectors	 climate	
Change	 is	 mostly	 discussed	 in	 the	 context	 of	 CSR	 in	 the	 boardroom,	 evidencing	 the	 lack	 of	
mainstreaming	of	the	issue.	In	view	of	the	increasing	momentum	the	concern	is	gathering	in	the	minds	
of	the	shareholders	this	finding	seems	counter	intuitive.		

Main	barriers	to	engagement	fall	under	either	of	the	following	two	categories:		

• lack	of	understanding	the	relevance	of	climate	risk		
• lack	of	Sufficient	incentives	to	act	in	the	present	

Key	interventions	that	we	propose	revolve	around:	

• External	pressure	on	businesses	from	regulation	and	stakeholders		
• Facilitating	the	education	of	boards	on	climate	change	impacts		

	
The	 issue	of	 increasing	engagement	of	corporate	boards	has	behavioural,	stakeholder,	 intellectual	and	
cultural	 dimensions.	 Recognition	of	 specific	 barriers	 present	within	 a	 company	 combined	with	 careful	
design	of	 interventions	to	address	 identified	barriers	can	 lead	to	 increased	action	by	corporate	boards	
on	the	issue.	However,	the	success	of	such	a	strategy	is	dependent	on	the	external	environment	and	the	
urgency	it	signals	to	corporations.		
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INTRODUCTION		

In	 order	 to	 limit	 global	warming	 to	 2°C	 by	 the	 end	 of	 the	 century,	 urgent	 action	 is	 needed	 across	 all	
actors	 of	 society.	 Businesses	 are	 yet	 to	 take	 serious	 action	 on	 climate	 change	 and	 recognise	 that	
mitigation	and	adaptation	are	key	to	increasing	their	resilience.	Board	members	have	a	key	role	to	play	
in	leading	climate	change	action.	Indeed,	they	have	significant	influence	over	executives,	are	concerned	
with	the	long	term	and	high-level	strategy	of	the	firm	and	engage	with	stakeholder	concerns.	However,	
if	they	are	not	convinced	of	the	necessity	to	act	they	can	also	be	strong	barriers.		

This	is	the	opening	premise	of	our	project	that	our	client,	Julie	Baddeley,	came	to	us	with.	Julie,	as	a	non-
executive	 director	 on	 several	 company	 boards	 identified	 that	 there	 is	 a	 lack	 of	 engagement	 of	 board	
members	with	climate	concerns.	We	defined	engagement	as	not	only	discussion	of	climate	change	the	
in	 the	 board	 room	but	 also	 translating	 those	 conversations	 into	 actions.	 The	 aim	 of	 our	 project	 is	 to	
identify	 the	 barriers	 and	 drivers	 for	 board	 level	 engagement	 and	 explore	 interventions	 to	 overcome	
them.	 As	 a	 team,	 this	 topic	 was	 the	 opportunity	 to	 put	 into	 perspective	 our	 MSc	 Climate	 Change,	
Management	and	Finance	course	by	exploring	the	view	business	leaders	have	of	climate	change	action	
and	what	 would	 enable	 strong	 action	 by	 board	members.	 The	 findings	 of	 our	 project	 are	 also	 being	
shared	with	Hermes	 Investments	to	 inform	an	event	 in	September	2018	aiming	to	 initiate	action	from	
senior	business	figures	on	mobilising	climate	change.		

LITERATURE	REVIEW	

To	 investigate	 the	 level	 of	 engagement	 of	 company	 boards	 with	 climate	 concerns	 we	 looked	 at	 the	
coverage	of	the	topic	in	current	literature	(find	detailed	literature	coverage	in	Appendix-3).			

In	 the	 wake	 of	 the	 Paris	 agreement	 and	 the	 material	 physical	 impacts	 of	 climate	 change,	 the	 issue	
currently	 holds	 the	 potential	 to	 stunt	 the	 development	 of	 businesses	 if	 not	 dealt	 with	 strategically.	
However,	the	21st	PwC	survey	conducted	in	year	2018,	revealed	that	only	31%	of	CEOs	look	at	climate	
change	as	a	key	threat	with	a	potential	to	stall	the	growth	of	their	business.	Moreover,	only	27%	of	the	
CEOs	 in	 western	 Europe	marked	 climate	 change	 as	 a	matter	 of	 “extreme	 concern”	 to	 their	 business	
(PwC,	2018).	This	points	towards	a	lack	of	engagement	and	understanding	of	the	issue	within	businesses	
worldwide.	And	a	 failure	at	 the	governance	 level	 to	mitigate	a	material	 risk	 that	has	been	evidenced.	
Further,	it	was	found	that	72%	of	the	companies	do	not	included	climate	linked	financial	risks	disclosed.	
Of	the	28%	who	do,	only	4%	provide	a	quantitative	value	at	risk	(KPMG,	2017).	More	specifically	in	the	
UK	context,	climate	change	linked	risk	reporting	is	still	not	actively	considered	by	companies,	only	34	out	
of	 350	 companies	 mentioned	 environment	 linked	 risks	 (Grant	 Tornton,	 2017).	 Considering	 company	
disclosure	of	climate	linked	risks	as	a	proxy	for	engagement,	 levels	of	engagement	on	the	issue	clearly	
seem	to	be	low.		

Climate	 change	can	be	discussed	 in	 three	different	 contexts	within	 companies:	 compliance,	 corporate	
responsibility	 or	 strategy	 and	 risk	 exposure:	 though	 the	 first	 two	 may	 not	 always	 require	 board	
intervention,	climate	change	linked	strategy	and	risk	discussion	must	be	a	part	of	boardroom	discussion	
(Ceres,	 2017).	 Though,	 76%	 of	 executives	 recognize	 the	 risks	 and	 84%	 the	 opportunity	 that	 climate	
change	presents	 to	 their	 business,	 this	 understanding	does	not	 seem	 to	be	 translating	 into	 corporate	
action	on	the	issue,	implying	an	action	gap.	There	is	limited	literature	coverage	on	what	contributes	to	
this	action	gap.	A	 report	by	 the	carbon	trust	pointed	out	other	competing	priorities,	 lack	of	 resources	
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and	short-term	foresight	as	top	three	barriers	to	engagement	on	the	issue.	A	part	of	the	issue	seems	to	
be	the	fact	that	most	company	boards	tend	to	focus	on	short	term	decision	making	instead	of	decisions	
pertaining	to	the	future,	even	though	the	board’s	primary	responsibility	in	theory	is	to	think	strategically	
about	the	long-term	prospects	of	the	company	(Carbon	Trust,	2015).	

A	low	level	of	engagement	on	the	issue	hence	became	evident	to	us.	We	further	realised	that	other	than	
the	Carbon	Trust	 report	 that	 identifies	barriers	 to	action,	 there	has	been	no	 research	 that	 focuses	on	
identifying	barriers	and	putting	forth	 interventions	to	address	 identified	barriers.	We	hence	embarked	
on	this	project	with	the	aim	to	address	this	research	gap.	

PRIMISE	OF	THE	STUDY	

	

METHODOLOGY		

The	 first	 part	 of	 this	 project	 scopes	 out	 the	 level	 of	 engagement	 of	 board	 members	 with	 climate	
discussions	 through	a	survey	sent	out	 to	company	secretaries	and	 the	analysis	of	annual	 reports.	This	
feeds	 into	 the	 second	part	 that	uncovers	 the	barriers	and	drivers	 to	action	which	explain	 this	 level	of	
engagement.	 The	 drivers	 and	 barriers	 were	 identified	 from	 the	 survey	 and	 interviews	 with	 board	
members.	We	then	identify	the	interventions	which	would	increase	engagement	of	board	members.	In	
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the	 final	 part	 of	 this	 report	we	 outline	 the	 deliverable	 to	 Julie	 our	 client,	 the	 purpose	 of	which	 is	 to	
communicate	the	insights	from	the	project	for	her	to	raise	awareness	on	the	matter.	

	

Annual	Report	Analysis	(ARAs)	

The	 sample	 of	 companies	 under	 study	 for	 the	 Annual	 Report	 Analysis	 and	 the	 survey	 is	 from	 the	
population	 of	UK	 LSE	 listed	 companies.	 140	 LSE	 companies	 split	 into	 14	 sectors	were	 studied	 for	 the	
sectoral	analysis.	The	10	companies	in	each	sector	ranked	by	market	capitalisation.	

	The	ARA	was	carried	out	on	the	2017	annual	reports	of	each	company	in	the	sample.	We	conducted	the	
following	four	steps	for	each	on	the	companies:		

1. Number	 of	 times	 climate	 change	was	 identified	 in	 the	 report:	 None,	 Identified,	 Specified	 and	
Mitigated.	 

2. Whether	Climate	Change	was	inclusion	as	a	‘Principle	risk’,	the	10	most	pressing	business	risks	
for	which	a	company	must	propose	a	mitigation	strategy.	

3. Compliance	with	the	reporting	bodies,	the	TCFD	and	CDP.	
4. Number	of	appearances	of	the	phrases	‘Climate	Change’	and	‘Emissions’	in	the	annual	reports	

was	noted,	as	a	proxy	to	the	engagement	externally	presented	by	each	company.	
	

Surveys	

The	sample	of	sectors	was	the	same	as	for	ARAs	but	the	list	of	companies	was	expanded	to	include	the	
20	largest	companies	in	each	sector.	A	pilot	survey	was	conducted	to	receive	feedback	on	survey	design.	
This	 was	 followed	 by	 collection	 of	 company	 secretary	 emails	 and	 170	 surveys	 were	 sent	 out.	 The	
responses	were	anonymous,	but	respondents	were	asked	to	select	their	sector,	allowing	us	to	analyse	
results	 by	 sector.	 We	 received	 26	 responses	 to	 the	 email	 which	 we	 analysed	 using	 the	 Qualtrics	
software.	The	limited	amount	of	responses	meant	we	could	not	conduct	empirical	analysis	on	the	survey	
and	solely	extracted	qualitative	observations.		
	
	
	

	

	

Interviews	

The	sample	 for	 the	 interviews	was	17	board	members	 from	the	 following	sectors:	 retail,	construction,	
utilities,	 healthcare,	 financial	 services,	 media,	 consulting.	 The	 interviewees	 were	 either	 business	
contacts	of	Julie	Baddeley	or	members	of	the	advisory	board	of	the	MSc	Climate	Change,	Management.	
The	interviews	were	anonymous,	and	either	telephonic	or	face	to	face.		

The	interviews	were	guided	by	a	questionnaire	(find	in	Annex	1)	which	was	informed	by	literature	and	
feedback	 from	Julie.	The	questionnaire	was	 further	 tailored	to	the	 interviewee’s	background.	The	 first	
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set	of	questions	was	to	determine	current	engagement	and	barriers	to	climate	change	engagement.	The	
second	set	was	to	identify	possible	solutions	to	the	barriers.	

	

										

	

OVERVIEW	OF	METHODOLOGY	

	

	

DISCUSSION	OF	FINDINGS	

A. ENGAGEMENT	

From	the	interpretation	of	the	annual	reports,	survey	and	interviews	findings,	we	have	concluded	that	
there	is	a	low	level	of	engagement	on	the	issue	across	boards.	In	particular,	the	ARAs	showed	that	29.3%	
of	 companies	 mitigate	 climate	 change	 in	 their	 risk	 strategy	 (figure	 1)	 but	 only	 11.4%	 include	 it	 as	 a	
principal	risk	to	their	business	(figure	2).	
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Moreover,	when	 included	 in	principle	risks,	climate	change	ranked	on	average	at	number	8	out	of	10.	
Only	 7.9%	 of	 companies	 identified	 climate	 change	 as	 a	 principal	 risk,	 had	 a	 mitigation	 strategy	 and	
complied	to	CDP	and	TCFD.	This	implies	that	for	most	businesses	climate	risk	is	not	an	urgent	concern.	
The	best	 performing	 sectors	 performing	 consistently	 highly	 across	 the	ARA	analysis	were	 ‘Energy	 and	
Utility’	 and	 ‘Accounting,	 banking	 and	 finance’,	 combined	making	 up	 half	 of	 the	 companies	 examined	
who	consider	climate	change	a	principal	risk.	

Certain	companies	frequently	refer	to	‘climate	change’	and	‘emissions’	in	their	annual	reports	but	do	not	
include	climate	change	 in	their	business	strategy	or	principle	risks	 (figure	3).	An	example	of	 this	 is	 the	

Figure	1:	Chart	to	show	how	the	companies	discuss	climate	change	in	their	strategy.	

Figure	2:	Graph	Showing	inclusion	as	‘Principle	Risk’	by	sector	(Of	10	examined	per	sector).	

	None		(32.9%)	

Milgated		(29.3%)	
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‘Other’	 category,	 containing	 mostly	 mining	 firms.	 This	 suggests	 these	 companies	 want	 to	 project	 to	
shareholders	and	customers	that	they	are	engaging	with	climate		

change	and	yet	do	not	effectively	engage	with	identified	future	climate	risks.		

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

The	 sectors	which	 sent	back	 the	 least	amount	of	 replies	 to	 the	 survey	were	 ‘Science	and	 Innovation’,	
‘Engineering	and	Manufacturing’,	‘FMCG	and	‘Property	and	Construction’.	This	is	a	further	indication	of	
the	low	perception	these	company	secretaries	have	of	climate	change.		

Additionally,	 the	 survey	 results	 evidenced	 that	 for	 most	 companies	 the	 context	 of	 climate	 change	
discussion	 is	 CSR	 (figure	 5).	 This	 indicates	 a	 lack	 of	 inclusion	 of	 the	 issue	 in	mainstream	 discussions.	
Furthermore,	 survey	 responses	 indicated	 that	 most	 companies	 saw	 climate	 change	 reporting	
requirements	 as	 likely	 to	 increase	or	 significantly	 increase	 in	 the	 coming	 years.	 This	 points	 towards	a	
passive	attitude	of	companies	who	expect	there	to	be	changes	but	do	not	anticipate	them.	

Figure	3:	Graph	showing	average	phrase	occurrence	throughout	annual	reports	by	sector.	

Figure	4:	Sectoral	breakdown	of	survey	respondents.	
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On	the	other	hand,	interviewees	highlighted	positive	action	taking	place	by	some	UK	corporates.	Indeed,	
some	companies	are	beginning	to	turn	to	sustainability	advisory	groups	to	meet	science-based	emission	
targets,	particularly	in	the	FMCG	sector.		

	

B. BARRIERS	AND	DRIVERS		

From	the	analysis	on	how	climate	change	 is	perceived	as	a	business	 risk	and	 the	different	contexts	 in	
which	 it	 is	discussed	at	board	 level,	we	were	able	 to	 conclude	 that	 climate	change	 is	 currently	only	a	
very	minor	part	of	boardroom	discussions.	Some	of	the	board	members	we	interviewed	were	eager	to	
demonstrate	that	they	understand	climate	change	requires	action	but	do	not	seem	to	perceive	the	key	
role	 of	 business	 for	 driving	 climate	 action.	We	 therefore	want	 to	 identify	 the	 barriers	 and	 driver	 for	
board	members	to	consider	climate	change	as	a	key	business	risk,	act	to	reduce	their	exposure	to	it	and	
mitigate	the	impact	of	their	operations.		

A	 major	 barrier	 to	 including	 climate	 change	 in	 business	 strategy	 is	 that	 in	 some	 industries	 board	
members	do	not	see	the	relevance	of	climate	change	action	to	their	business	because	their	operations	
would	 not	 be	 physically	 impacted	 by	 climate	 change.	 This	 is	 the	 case	 for	 dematerialised	 services	
industries	 such	 as	media	who	 seem	 to	 see	 climate	 change	 as	more	 of	 a	 compliance	 exercise	 around	
emissions	 reporting	 and	 is	 never	 discussed	 as	 a	 business	 risk	 in	 their	 annual	 reports.	 When	
communicating	with	companies	with	such	a	low	level	of	awareness,	the	language	used	is	very	important	
as	 it	 can	 be	 a	 behavioural	 barrier.	 Indeed,	 people	 tend	 to	 react	 better	 to	 discussions	 around	
‘sustainability’	rather	than	‘climate	change’	as	it	is	more	relatable	to	the	business	and	does	not	have	the	
same	contentious	connotation.	

Another	barrier	 to	 action	 is	 board	members	 looking	 to	 inform	 themselves	on	 climate	 change	 impacts	
and	 evolutions	 in	 regulations,	 yet	 not	 knowing	where	 to	 access	 comprehensive	 information	 for	 non-
specialists.	This	was	mentioned	to	us	by	a	non-executive	director	of	a	retail	company.	This	demonstrates	
that	there	are	business	leaders	who	deem	this	is	a	topic	they	should	educate	themselves	on	yet	do	not	

Figure	5:	Context	of	climate	change	discussions	in	the	board	room.	
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know	where	 to	 start.	 This	 explains	 why	 almost	 half	 the	 survey	 respondents	 said	 they	would	 go	 to	 a	
consultancy	for	advice	on	climate	change.		

Fear	of	being	a	first	mover	is	another	strong	barrier	in	many	sectors,	particularly	for	businesses	such	as	
retail	 that	 operate	 in	 highly	 competitive	 markets	 with	 tight	 margins	 and	 are	 concerned	 about	 the	
profitability	 of	 climate	 change	 action.	 Companies	 prefer	 to	 be	 early	 followers	 when	 there	 is	 less	
uncertainty.	Change	therefore	tends	to	happen	at	a	sector	level.	However,	because	of	competition	and	
fear	of	litigation	issues,	collaboration	may	be	difficult.		

A	common	barrier	to	most	businesses	is	the	time	horizon	of	climate	impacts	which	is	far	beyond	that	of	
usual	decision-making	in	business	that	is	limited	to	5-10	years.	An	interviewee	in	the	oil	and	gas	industry	
said	climate	change	impacts	have	no	bearing	in	his	company’s	investment	decisions	as	revenues	in	20-30	
years'	 time	 are	 so	 heavily	 discounted	 that	 their	 value	 is	 negligible	 in	 the	 present.	 Building	 on	 the	
problem	of	 short	 term	view	of	business	 is	 the	 fact	 that	 companies	 face	other	more	pressing	business	
risks.	Such	risks	include	tackling	obesity	for	retail	and	digitalisation	of	media.	Surprisingly,	the	was	a	lack	
of	awareness	amongst	several	retail	companies	of	the	risk	of	climate	change	impacts	to	supply	chains.	
For	 resources	 sourced	 in	 the	 UK,	 this	 problem	 is	 not	 yet	 being	 acted	 on,	 even	 though	 episodes	 of	
flooding	and	heat	waves	are	becoming	more	frequent	and	severe.		

Lack	of	financial	valuation	of	good	performance	on	sustainability	indicators	such	as	exposure	to	climate	
risk	 and	 level	 of	 emissions	 is	 another	 barrier	 as	 it	 does	 not	 create	 incentive	 to	 act.	 It	 could	 play	 an	
important	role	in	convincing	businesses	that	do	not	see	the	relevance	of	climate	action	to	their	industry.	
Board	members	 were	 sceptical	 that	 taxing	 emissions	 would	 be	 an	 effective	 solution	 as	 in	 practice	 it	
would	have	to	be	significantly	high.	Moreover,	most	companies	are	able	to	pass	on	the	increase	in	cost	
to	 their	 consumers	 when	 the	 whole	 sector	 is	 subjected	 to	 the	 tax.	 Therefore,	 it	 would	 not	 create	
monetary	incentive	to	decrease	emissions.	

From	 the	 interviews	 with	 corporate	 sustainability	 managers	 we	 also	 drew	 out	 drivers	 which	 push	
companies	 to	 tackle	 climate	 action.	 Most	 of	 the	 drivers	 are	 external,	 born	 from	 demand	 of	 actors	
external	 to	 the	 company	 or	 compliance	 to	 regulation.	 This	 reflects	 that	 Business	 still	 has	 difficulty	
recognising	the	need	to	tackle	climate	change	and	will	only	act	if	prompted	to.	

The	first	key	driver	is	pressure	from	stakeholders	such	as	investors	who	want	to	know	the	exposure	of	a	
business	to	climate	risk	is	a	key	driver.	This	drives	companies	to	perform	well	in	terms	of	disclosing	risk,	
adopting	regulations	and	rethinking	their	strategy.	Larry	Fink,	CEO	of	BlackRock	wrote	a	 letter	to	CEOs	
stating	 that	 businesses	 must	 learn	 to	 have	 a	 long-term	 strategic	 vision.	 Another	 powerful	 group	 of	
stakeholders	 for	driving	climate	change	action	are	consumers.	Changing	consumer	demand	has	 led	 to	
the	emergence	of	green	markets	and	corporates	repositioning	their	brand	to	become	leaders	in	markets	
such	as	 vegan	or	 vegetarian	 food	 in	 retail.	 Brand	 led	organisations	have	 the	opportunity	 to	drive	 real	
change.	 With	 customer	 and	 shareholder	 approval	 they	 can	 achieve	 this	 at	 a	 rate	 unmatched	 by	
regulatory	and	sector-led	change.		

Building	on	the	reputational	aspect,	sectors	that	are	very	present	in	the	public	eye	and	receive	a	lot	of	
bad	 press	 around	 the	 environmental	 impact	 of	 their	 operations	 will	 be	 more	 likely	 to	 take	 steps	 to	
engage	with	 climate	action.	 This	 is	 especially	 the	 case	 for	 consumer-facing	 industries	 such	as	aviation	
where	certain	companies	have	taken	steps	to	propose	customers	to	offset	the	emissions	of	their	flight	
by	funding	projects	that	reduce	carbon	emissions.		
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For	 the	 Utilities	 and	 Construction	 sectors,	 compliance	 to	 regulations	 and	 industry	 standard	 is	 a	 key	
driver.	Indeed,	regulation	is	pushing	for	stricter	energy	efficiency	measures	in	new	builds	and	retrofits.	
This	suggests	that	mandatory	regulation	has	a	key	role	to	play	when	business	leaders	lack	the	personal	
conviction	that	climate	action	is	essential.		

Cost	 savings	generated	by	 increasing	energy	efficiency	 is	 the	only	 significant	 internal	driver	 identified.	
Surprisingly,	 this	argument	bears	 little	weight	compared	 to	other	drivers.	 	One	 industry	where	energy	
savings	 does	 bear	 weight	 is	 retail	 as	 energy	 is	 a	 significant	 part	 of	 expenditure	 in	 production	 and	
distribution	chains.	This	demonstrates	that	most	companies	are	still	far	from	discussing	climate	change	
action	 as	 an	 opportunity	 to	make	 profit	 and	 take	 a	 leading	 position	 in	 a	 low	 carbon	world.	 This	 also	
reflects	 the	 fact	 that	 businesses	 are	more	 likely	 to	 act	when	 faced	with	discussion	 around	 risk	 rather	
than	opportunity.	

	

C. INTERVENTIONS	

In	 this	 section	we	 discuss	 the	 interventions	we	 identified	 to	 overcome	 barriers	 to	 engagement	while	
leveraging	drivers.	The	interventions	have	been	informed	predominantly	by	interviewee	perception.	We	
have	 categorised	 the	 interventions	 into	 internal	 and	external.	 Low	 levels	 of	 engagement	with	 climate	
concerns	 at	 the	 board	 level	 are	 a	 product	 of	 a	 combination	 of	 barriers.	 Therefore,	 to	 overcome	 the	
problem	 a	 multipronged	 approach	 is	 required	 with	 the	 combination	 of	 internal	 and	 external	
interventions.	 This	 report	 aims	 to	 describe	 the	 most	 efficient	 interventions	 to	 would	 drive	 board	
members	to	be	more	engaged	with	climate	change.	

INTERNAL	INTERVENTIONS	

The	first	set	of	internal	interventions	focuses	on	awareness	building	to	address	lack	of	understanding	of	
sectoral	relevance	of	climate	change	and	the	behavioural	barrier	of	 focussing	on	short	term	decisions.	
Providing	a	data	resource	produced	by	a	specialist	consulting	firm	or	research	group	would	allow	easy	
access	 to	 sector	 specific	 information	 devoid	 of	 jargon,	 helping	 boards	 to	 understand	 the	 risks	 and	
opportunities	from	climate	change	action.	This	would	lead	them	to	discern	the	imperatives	of	taking	a	
long-term	strategic	view	on	the	issue.	

This	 intervention	may	 be	 ineffective	 in	 boards	 that	 aren’t	 very	 data	 driven.	 To	 cater	 to	 such	 boards,	
having	 an	 informative	 event	 that	 covers	 similar	material	 could	prove	 to	be	 an	 effective	 strategy.	 This	
event	could	be	conducted	by	shareholders	(e.g.	asset	management	companies)	or	consultancy	firms.	At	
the	 board	 level	 considering	 the	 extent	 of	 influence	 the	 chairman	 and	 chief	 executive	 have	 on	 the	
boardroom	 agenda,	 they	 were	 identified	 as	 a	 key	 audience.	 At	 a	 broader	 level,	 board	 recruitment	
agencies,	board	evaluation	companies	and	associations	such	as	the	institute	of	directors	were	identified	
as	target	audience,	given	the	kind	of	far	reaching	influence	they	can	have	on	a	wider	number	of	boards.			

For	 sectors	 such	 as	 retail,	 sectoral	 collaboration	 was	 identified	 as	 an	 effective	 strategy	 by	 the	
interviewees.	 Sectoral	 collaboration	 could	 prove	 to	 be	 challenging	 to	 achieve	 especially	 in	 highly	
competitive	 sectors	 such	 as	 retail,	 unless	 such	 collaborative	 efforts	 are	 spearheaded	 by	 a	 highly	
influential	figure.	Events/platforms	organized	and	convened	by	an	influential	body	could	prove	to	be	a	
good	way	 to	 initiate	 engagement	 at	 the	 sectoral	 level,	 overcoming	 the	 ‘first	mover	 barrier”.	 But	 it	 is	
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interesting	to	note	that	leveraging	collaboration	or	competition	to	achieve	engagement	remains	a	sector	
specific	dilemma.		

The	 final	 set	of	 recommendations	within	 this	category	 focus	on	providing	a	conducive	environment	 in	
the	 boardroom	 for	 discussing	 climate	 change.	 From	 literature	 and	 interviews	 it	 was	 understood	 that	
having	 diversity	 in	 terms	 of	 gender	 and	 age	 in	 the	 boardroom	 fosters	 conversations	 in	 areas	 such	 as	
climate	 change.	 Hence,	 considering	 this	 during	 the	 recruitment	 stage	 could	 be	 the	 starting	 point	 to	
break	cultural	and	perception	barriers	to	engaging	in	climate	change	discussions.		

Nominating	a	climate	expert	or	having	a	sustainability	committee	advising	the	board	could	also	play	a	
vital	 role	 in	 ensuring	 engagement	 in	 the	 boardroom	 on	 the	 issue.	We	 found	 two	 sets	 of	 contrasting	
viewpoints	on	establishing	a	sustainability	committee	or	nominating	a	climate	expert	on	the	board.	One	
set	of	 interviewees	spoke	 from	their	experience	of	having	a	 sustainability	committee	 in	place	and	 felt	
that	 it	 helps	 boards	 in	 becoming	more	 informed	 on	 the	 issue	while	 defining	 a	 definitive	 position	 for	
climate	 linked	 discussions	 to	 sit	within	 the	 business	 structure.	 Another	 set	 of	 board-members	 voiced	
concerns	of	isolation	of	the	issue	to	a	committee	instead	of	making	it	a	part	of	mainstream	board	room	
discussion.		

EXTERNAL	INTERVENTIONS	

External	 interventions	 seek	 the	 influence	 exerted	 by	 stakeholders	 such	 as	 regulators,	 shareholders,	
customers	and	academics	on	company	boards.		

a. Regulatory	Interventions 
The	most	powerful	tool	to	enhance	engagement	levels	was	viewed	as	regulatory	interventions.	Making	
disclosure	 such	 as	 TCFD	 mandatory	 was	 identified	 as	 an	 effective	 strategy	 to	 increase	 engagement.	
When	we	probed	into	this	issue	further	in	the	interviews,	we	realised	that	this	lack	of	action	was	either	
due	to	apprehensions	to	disclose	climate-linked	exposure	or	complete	ignorance	at	the	board	level.	 

Interviewees	 also	 pointed	 out	 how	 lack	 of	 awareness	 often	 stems	 from	 lack	 of	 training	 of	 board	
members	on	the	issue.	To	address	this,	making	climate	change	linked	training	mandatory	by	the	FRC	for	
company	board	members	was	put	forward.	To	make	climate	change	a	compulsory	feature	in	the	agenda	
of	 board	 discussions,	 incorporating	 climate	 change	 as	 a	 mandatory	 point	 of	 discussion	 in	 the	
risk	committees	of	 boards	or	 making	 the	 incorporation	 of	 a	 sustainability	 committee	 mandatory	 was	
suggested.		

b. Interventions	leveraging	stakeholder	engagement	 
To	 leverage	the	power	of	stakeholder	 influence,	 it	 is	 important	to	address	stakeholder	awareness.	For	
example,	 informing	shareholders	on	companies	which	are	resilient	to	the	transition	risk	would	 lead	to	
non-resilient	companies	to	act	in	the	fear	of	losing	shareholder	trust.	Similarly,	Mission	statements	of	a	
company’s	engagement	with	climate	change	can	be	useful	internally	to	provide	guidance	and	motivation	
to	 employees.	 Making	 these	 public	 can	 help	 to	 change	 customer	 perceptions	 or	 to	 maintain	 the	
company’s	brand	mission.	

The	pivotal	 role	of	 influencers	was	also	pointed	out	by	 the	 interviewees,	5	out	of	 the	17	 interviewees	
mentioned	 Larry	 Fink’s	 letter.	 This	 fact	 evidences	 the	 far-reaching	 impact	 of	 such	 pieces	 of	
communication	in	the	minds	of	board	members.	Not	only	does	it	serve	as	a	starting	point	in	initiating	a	
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conversation	 within	 the	 boardroom,	 it	 provides	 the	 much-needed	 impetus	 to	 boards	 to	 educate	
themselves	and	understand	the	business	dimensions	of	climate	change.	

TABLE	1:	SUMMARY	OF	INTERVENTIONS		

EXTERNAL	INTERVENTIONS	

	 INTERVENTION	 BARRIER	ADDRESSED	

REGULATORY	INTERVENTION	

1.	 Making	disclosures	such	as	TCFD	 • Awareness	
• Competitor	 influence;	 first	 mover	 disadvantage	 (when	

competitors	do	not	participate	it	is	often	a	barrier	to	participate)	
• Side-lining	climate	change	due	to	operational	priorities,	construct	

of	policies	

2	 Making	 climate	 change	 linked	 training	 mandatory	 for	 company	
board	members		
	

• Awareness	
• Understanding	the	strategic	value	of	climate	change	discussion	

	
3	 Incorporating	climate	change	as	a	mandatory	point	of	discussion	

in	the	risk	committees	of	boards	or	making	the	incorporation	of	a	
sustainability	committee	mandatory			

	

• side-lining	climate	change	due	to	operational	priorities	
• Company	structure	
• Lack	of	Inhouse	expertise		

Interventions	leveraging	stakeholder	engagement	

1	 Shareholder	and	customer	awareness	 • Understanding	of	strategic	valuation		
• Lack	of	stakeholder	pressure	

2	 Tapping	stakeholder	influence	on	agenda	setting		 • Awareness	and	relevance	
• Timeline	of	decision	making	

3	 Regulator	awareness	 • Construct	of	policies		

4	 Role	of	Academics	 • Lack	of	understanding	of	strategic	valuation	
• Cultural	barriers	

INTERNAL	INTERVENTIONS	

Awareness	building	

a. 	 Providing	a	toolkit	addressing:	sector	 level	relevance	and	Current	
regulation	and	voluntary	disclosure	schemes	

• Awareness	
• Sectoral	relevance	and	strategic	value	

b. 	 Awareness	 raising	 events	 with	 target	 audience:	 Board	 level:	
chairman	and	chief	executive	
Broader	level:	board	evaluation	companies,	Recruitment	agencies,	
institute	of	directors	

• Awareness		

c.	 Fostering	 sectoral	 collaboration	 through	 events	 and	 platforms	
that	 encourage	 intra-sectoral	 and	 cross	 sectoral	 engagement	 on	
the	issue	

• Fear	of	being	the	first	mover	
• Awareness	

Fostering	climate	linked	discussion	in	the	boardroom	

a.	 Ensuring	gender	and	age	diversity	during	the	recruitment	stage	 • Cultural	barrier	

b.	 Establishing	a	sustainability	committee	or	having	a	climate	expert	
of	the	board	

• Awareness	

c.	 Embedding	it	in	the	company	strategic	discussions/	understanding	
the	brand	value	proposition	

• Lack	of	strategic	valuation	
• Misplaced	 understanding	 of	 brand	 value	 or	 reputational	

advantage	
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LIMITATIONS	AND	FUTURE	SCOPE	

Within	this	study	there	are	three	key	limitations:		

• 	Self-selection	bias	found	in	the	sample	for	the	survey	as	respondents	were	more	likely	to	have	
an	interest	in	climate	change	discussion 

• 	Low	response	rate	to	the	surveys:	26	responses	was	insufficient	to	produce	empirical	analysis	of	
the	survey	however	quite	a	good	result	due	to	the	high	position	of	the	targeted	respondents	 

• Geographical	scope	of	the	project:	as	only	LSE	listed	companies	were	analysed,	there	is	a	limit	to	
which	the	findings	can	be	utilised	on	corporates	outside	the	UK. 
 

In	terms	of	future	scope	and	expansion	of	the	findings	in	this	report,	the	depth	of	each	sector	could	be	
expanded	by	moving	 further	down	the	market	capitalisation	 list	 to	 smaller	companies	and	 including	a	
more	diverse	geographical	range	of	companies.		

	

DELIVERABLES		

In	the	context	of	this	project	we	produced	two	deliverables	for	our	client	Julie	Baddeley	to	enable	her	to	
communicate	our	 insights.	The	deliverables	consist	 in	an	 infographic	highlighting	the	scope	for	climate	
action	at	board	level	along	with	an	index	of	external	resources	by	industry	bodies	and	institutions	(see	
appendix-1).	

	

																																							

	

	

	

	

	

	

	

	

	

	

	

Deliverable	#1	-	Infographic	 Deliverable	#2	–	External	Resources	
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CONCLUSION	

We	have	established	 that	climate	change	does	not	yet	have	a	central	position	 in	board	 level	 strategic	
business	 discussions	 despite	 the	 urgent	 need	 for	 action.	We	have	 identified	 the	 factors	which	 hinder	
boards	 from	 considering	 climate	 change	 as	 an	 urgent	 risk	 to	 mitigate	 and	 which	 do	 not	 provide	
incentives	for	action.	The	interventions	we	scoped	out	are	factors	which	could	influence	board	members	
to	positive	climate	action,	driven	by	influence	internal	to	the	company	or	through	external	power	such	
as	regulation.	
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APPENDIX	1:	DELIVERABLE	#1	

	

APPENDIX	1:	DELIVERABLE	#1	
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APPENDIX	2:	DELIVERABLE	#2	

	

	
THE	SCIENCE	OF	CLIMATE	CHANGE	
Understand	the	science	of	climate	change	from	the	most	authentic	sources	to	realise	the	
physical	impacts	the	phenomenon	will	have	on	various	processes	on	the	planet.	

	

	

		
The	Intergovernmental	panel	on	climate	change	is	the	Apex	body	that	provides	a	scientific	evidence	
for	the	climate	negotiations	by	collating	all	the	research	conducted	worldwide	on	climate	change.	To	
learn	more	about	the	IPCC	Assessment	Report	and	to	access	the	most	comprehensive	summaries	of	
the	scientific	basis	of	climate	change,	click	here...	https://www.ipcc.ch/report/ar5/			
	
	
17	of	the	18	warmest	years	on	record	have	occurred	since	2001.	To	understand	more	of	the	vital	signs	
of	the	planet,	as	well	as	accessing	real-time	satellite	data	on	the	most	pressing	earth	challenges,	
follow	this	link:	https://climate.nasa.gov	and	click	‘Vital	Signs’.	
	
	

	

WHY	IT	MATTERS	TO	BUSINESSES		
Businesses	are	directly	or	indirectly	dependent	on	natural	services	and	are	consequently	bound	to	be	
affected	by	climate	change.	The	magnitude,	impacts	and	consequences	of	climate	change	
phenomena	are	gaining	prominence	in	the	minds	of	key	stakeholders	if	the	risks	are	not	mitigated	
effectively.	

	 	
Cambridge	University	produced	a	report	explicitly	pointing	out	the	business	imperatives	for	climate	
action.	Find	the	report	here:		
https://www.cisl.cam.ac.uk/business-action/low-carbon-transformation/ipcc-climate-science-
business-briefings/pdfs/briefings/Science_Report__Briefing__WEB_EN.pdf	
	
	
A	similar	report	was	also	produced	by	Harvard	University	to	put	climate	change	in	perspective	for	
businesses,	find	report	here:	
http://www.hbs.edu/environment/Documents/Climate_Change_2017.pdf	
	
	
The	National	Adaptation	Programme	is	a	report	published	by	the	UK	government	which	sets	out	what	
government,	businesses	and	society	should	do	to	address	the	climate	risks	identified	in	the	Climate	
Change	Risk	Assessment.	Chapter	7	is	dedicated	to	increasing	climate	resilience	in	Business.	
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/
727259/pb13942-nap-20130701.pdf	
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VOLUNTARY	DISCLOSURE	SCHEMES:	THE	WAY	TO	KEEP	UP	WITH	CHANGE	
Our	research	has	shown	a	positive	strategy	to	encourage	stakeholder	and	board	level	engagement	on	
climate	change	is	to	evidence	a	business’s	commitment	to	the	cause	through	disclosure.		

	
	

	
	
	
	
	

	
The	CDP	is	a	United	Kingdom	based	organisation	and	has	provided	a	public	platform	for	carbon	
disclosure	to	over	6000	companies	since	2002.	It	aims	to	provide	insight	and	action	towards	
sustainable	economic	growth	through	disclosure.	Through	scope	1,	2	and	3	reporting,	companies	
submit	disclosures	annually	in	five	programs,	climate	change,	water,	supply	chain	forests	and	cities.	
The	data	supports	more	than	800	institutional	investors	with	over	US$100	trillion	in	assets.	Learn	
more	at:	https://www.cdp.net/en/scores-2017/climate-change-scoring-methodology			
	
	
The	TCFD	was	set	up	in	2015	as	a	taskforce	responsible	for	developing	recommendations	for	
voluntary	climate-related	financial	disclosures	that	are	consistent,	transparent	and	efficient	to	
provide	useful	information	to	investors,	insurers	and	other	financial	entities.	Chaired	by	Michael	
Bloomberg,	the	TCFD	is	representing	an	opportunity	to	bring	climate-related	disclosures	to	a	
mainstream	audience.	Learn	more	at:	https://www.fsb-tcfd.org/about/	
	

	

	
REGULATIONS	PRESENT	IN	THE	SPACE	AND	POSSIBLE	FUTURES	
For	many	sectors,	regulatory	change	is	the	only	way	to	achieve	unified	sectoral	movement	toward	a	
sustainable	global	future.	These	sources	discuss	what	the	regulation	is	now	and	the	likely	regulatory	
direction	of	the	near	future.	

	
	

	
	
	

	
	

	
Learn	more	about	existing	UK	climate	change	regulation,	its	targets	and	implications,	predominately	
centred	around	the	Climate	Change	Act,	2008.	The	Committee	on	Climate	Change	website	also	
explains	programmes	assisting	administrations	in	maintaining	these	goals:	
https://www.theccc.org.uk/tackling-climate-change/the-legal-landscape/the-climate-change-act/	
	
	
The	Carbon	Brief	educates	through	dissection	of	climate	change	developments	around	the	world.	This	
includes	global	climate	change	policy	and	legal	trend	updates	within	a	singular	database.	The	most	
recent	report	on	this	database	can	be	found	here,	from	the	LSE		arm	of	the	Grantham	Institute:		
http://www.lse.ac.uk/GranthamInstitute/wp-content/uploads/2017/04/Global-trends-in-climate-
change-legislation-and-litigation-WEB.pdf	
	
	
In	2018,	the	UK	parliamentary	commons	select	committee	report	recommended	mandatory	climate	
reporting	by	2022	to	embed	sustainability	into	financial	decision	making.	Recommendations	include	
adaptations	to	FCA	listing	rules	and	FRC	corporate	governance	code	around	disclosure	and	reporting.	
Read	the	summary	here:	
https://publications.parliament.uk/pa/cm201719/cmselect/cmenvaud/1063/106303.htm	
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EXISTING	INITIATIVES	TO	DRIVE	CHANGE	
Methods	of	increasing	engagement	and	driving	proactivity	in	mitigating	the	impacts	of	climate	change	
on	global	economies.	

	
	

	
	

	

	
	
	
	

	
	
	

	
	

	
	
	

	
	

	
	
	

	

	
The	Carbon	Trust	is	an	independent	consulting	firm	specialising	in	the	domain	of	climate	change	
consultancy.	They	aim	to	aid	a	sustainable	global	future	through	efficiency	and	commercialisation	of	
low	carbon	technology	in	business.	Find	more	about	them	here:		
https://www.carbontrust.com/about-us/	
	
	
Founded	in	2007,	the	Grantham	Institute	is	the	research	and	education	hub	on	climate	change	and	
environmental	science	of	Imperial	College	London.	The	Grantham	Institute	promotes	inter-
disciplinary	working,	bringing	together	expertise	from	across	the	College	to	research	the	causes,	
impacts	and	mitigation	of	climate	change,	in	order	to	best	inform	policy	on	an	international	scale.	
Find	out	more	here:	
https://www.imperial.ac.uk/media/imperial-college/grantham-institute/public/publications/institute-
reviews/Grantham-Institute-10th-Anniversary-Outlook-2017-18.pdf	
	
This	year,	CEO	of	the	globe’s	largest	asset	manager,	Larry	Fink,	proposed	an	investigation	into	
governance	requirements	of	corporates	through	an	open	letter	aimed	at	global	CEOs.	The	letter	
insisted	the	importance	of	adopting	a	long-term	view	in	board	strategy,	focusing	further	into	the	
future	than	quarterly	reporting.	Read	the	letter	at:	
https://www.blackrock.com/corporate/investor-relations/larry-fink-ceo-letter		
	
	
In	2018,	Legal	&	General	created	the	“Future	World	Fund”,	naming	and	shaming	the	laggards	in	
climate	change	reporting	within	business	strategy,	public	policy	and	transparency.	They	aim	
to	promote	effective	action	by	changing	investment	within	these	firms.	Find	out	more	here	:		
https://www.legalandgeneralgroup.com/media/2511/11062018-lgim-climate-impact-pledge-final-
2.pdf		
	
Shareaction	is	a	NGO	driving	change	in	the	investor	community	on	environmental,	social	and	
governance	issues.	They	aim	for	investment	transparency	and	accountability	(both	positively	and	
negatively)	for	both	who	and	how	assets	are	financed.	Find	out	more	about	them	here:	
https://shareaction.org/about-us/	
	
Richard	Branson,	in	conjunction	with	the	science	from	the	Paris	Climate	Accord	set	up	the	B	Team,	to	
integrate	climate-based	targets	into	corporate	board	reporting	action.	This	ensures	boards	are	well	
equipped	to	directly	incorporate	climate	action	and	targets	into	their	operations	as	well	as	associating	
board	actions	to	the	barriers	preventing	them	from	engaging	with	the	issue	in	more	detail.	Learn	
more	of	the	B	Team	here:		
http://www.bteam.org/announcements/playing-offence-corporate-boards-as-catalysts-for-climate-
action/	
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APPENDIX	3:	LITERATURE	REVIEW		

Sr.	
no	

Author,	year	of	
publication,	title,	
volume	and	web	

link	

		
Key	findings	noted	

1.	
		

Accenture,	2010	 72%	 of	 CEOs	 recognize	 the	 importance	 of	 sustainability	 considerations.	 Reports	 increased	
momentum	regarding	commitment	to	sustainability	issues	at	the	board	level	over	the	years	
(comparing	 2010	 to	 2007,	 there	 is	 a	 significant	 increase	 in	 the	 number	 of	 CEOs	 viewing	
sustainability	consideration	key	to	their	business	success).	Reputation	and	gaining	the	trust	
of	stakeholders	recognised	as	key	drivers	to	engaging	in	sustainability	activities.	
	However,	 they	 recognise	 translation	 of	 this	 understanding	 into	 actions	 as	 a	 challenge.	
Evidence	 action	 gap	 in	 the	 space	 of	 sustainability.	 Note	 challenge	 to	 integrating	
sustainability	considerations	in	various	diverse	functional	units	of	a	business	challenging.	

2.	
		

Carbon	trust		 Describes	 the	 lack	 of	 sufficient	 levels	 of	 climate	 action	 initiated	 by	 businesses	 in	 part	
attributed	 to	 lack	 of	 strong	 impetus	 from	 stakeholders	 of	 the	 business.	 However,	 76%	 of	
executives	recognize	the	risks	and	84%	the	opportunity	that	climate	change	presents	to	their	
business,	but	this	understanding	does	not	seem	to	be	translating	 into	cooperate	action	on	
the	 issue:	 implying	 an	 action	 gap.	 The	 report	 further	 elucidates	 why	 climate	 change	 is	 a	
governance	issue	within	companies.	Provides	evidence	to	the	fact	that	most	company	board	
tend	 to	 focus	 on	 short	 term	 decisions	 instead	 of	 decisions	 pertaining	 to	 the	 future	 even	
though	the	boards	primary	responsibility	in	theory	is	to	think	strategically	about	the	future	
prospects	 of	 the	 company.	 The	 research	 identifies,	 other	 competing	 priorities,	 lack	 of	
resources	 and	 short-term	 foresight	 as	 the	 top	 three	 barriers	 for	 engagement	 on	 climate	
change	issues	in	the	boardroom.	The	report	then	points	out	how	there	are	no	reliable	tools	
or	 frameworks	 that	 can	 help	 company	 boards	 quantify	 the	 risks	 of	 climate	 change,	 the	
report	then	puts	forth	a	framework	to	help	company	boards	understand	“value	at	stake”	in	
the	context	of	climate	change.		

3	 CDP	 Recognises	 an	 action	 gap	 with	 regard	 to	 climate	 action,	 though	 corporate	 boards	 are	
responsible	 for	 ensuring	 climate	 change	 considerations	 are	 embedded	 in	 the	 overall	
business	functioning	and	strategy	there	is	a	gap	between	“oversight	and	actual	action”.	Also	
points	 towards	 the	 compartmentalization	 of	 climate	 linked	 discussion	 to	 a	 sustainability	
committee	and	lack	of	climate	linked	mainstream	discussions	in	the	boardrooms.	Proposes	
how	linking	renumeration	of	board	members	to	climate	action	could	be	an	effective	strategy	
to	 enhance	 engagement	 and	 ensure	 action,	 however	 they	 acknowledge	 the	 challenge	 of	
coming	come	with	metrics	 to	measure	climate	 linked	performance	of	board	members	and	
tying	 this	 in	 turn	 to	 renumeration.	 Only	 12%	 boards	 link	 renumeration	 to	 climate	 linked	
performance	at	present.	

4	 Ceres	
https://www.ceres.
org/news-
center/blog/helping
-boards-face-
climate-change	

Recognise	 the	central	 role	of	company	secretaries	 in	bringing	climate	 linked	discussions	 to	
the	boardroom.	Discusses	how	climate	change	can	be	discussed	in	three	different	contexts:	
compliance,	 corporate	 responsibility	 or	 risk:	 though	 the	 first	 two	may	 not	 always	 require	
board	 intervention,	 climate	 change	 linked	 strategy	 and	 risk	 discussion	 must	 be	 a	 part	 of	
boardroom	discussion,	and	the	company	secretary	can	potentially	elevate	this	dimension	of	
the	issue	to	the	board.	Make	some	recommendations	to	enhance	engagement	at	the	board	
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		 levels	including	having	a	committee	looking	at	climate	change,	nominating	a	climate	expert	
on	the	board,	improving	dialogue	with	shareholders	on	the	issue.	

5.	 Grant	 Tornton,	
2017,	Corporate	
Governance	Review,	
accessed	 from:	
https://www.grantt
hornton.co.uk/globa
lassets/1.-member-
firms/united-
kingdom/pdf/public
ation/corporate-
governance-review-
2017.pdf	
		

Review	highlights	how	other	macroeconomic	risks	are	gaining	importance	in	the	UK	context,	
however,	 climate	 change	 linked	 risk	 reporting	 still	 not	 actively	 considered	 by	 companies,	
only	34	companies	mentioned	environment	linked	risks.	Though	majority	of	the	companies	
are	 reporting	 their	 emissions	 and	 are	 engaged	 in	 ESG,	 recommendations	made	 to	 have	 a	
more	holistic	approach	considering	the	evolving	reporting	needs	of	investors.	

6	 EY,	June	2017	
Board	Matters	
Quarterly	
https://www.ey.co
m/Publication/vwLU
Assets/EY-board-
matters-quarterly-
june-2017/$FILE/EY-
board-matters-
quarterly-june-
2017.pdf	
		

This	 report	 focuses	 on	 key	 themes	 that	 are	 gaining	 momentum	 in	 assessing	 boardroom	
performance.	 The	 top	 two	 points	 of	 discussion	 during	 the	 year	were	 boardroom	diversity	
and	climate	 linked	performance	of	boards	with	a	 focus	on	climate	 linked	 risk	 reporting.	 In	
the	 context	 of	 increasing	 shareholder	 concern	 (with	 the	 world’s	 largest	 two	 asset	
management	 companies	 voicing	 their	 concerns	 and	 commitment	 to	 the	 issue	 of	 climate	
change)	on	the	issue,	embedding	climate	considerations	in	strategy	and	long-term	purview	
of	the	company	has	been	central	to	what	should	now	be	a	part	of	boardroom	agenda.	

7	 PwC,	2018,	21st	CEO	
survey,	
https://www.pwc.co
m/gx/en/ceo-
survey/2018/pwc-
ceo-survey-report-
2018.pdf	
		

The	report	tries	to	understand	various	aspects	that	are	of	importance	in	the	minds	of	CEOs.	
Only	31%	of	CEOs	see	climate	change	as	an	avenue	of	concern	that	could	affect	their	growth	
prospects	and	contribute	as	a	key	risk.	Moreover,	only	27%	of	CEOs	marked	climate	change	
as	a	matter	of	“extreme	concern”	compared	to	40%	in	Asia	pacific.	

8	 KPMG,	 2017,	 climate	
competency	 in	 the	
boardroom,	
accessedfrom:		
https://boardleaders
hip.kpmg.us/content/
dam/blc/pdfs/2017/cl
imate-competence-
in-the-boardroom-
board-
perspectives.pdf	

In	 the	 wake	 of	 the	 Paris	 agreement	 this	 article	 puts	 forth	 some	 important	 questions	
pertaining	 to	 strategy	 and	 risk	 that	 board	 should	 ask	 itself	 to	 assess	 it’s	 own	 level	 of	
preparedness	to	cope	with	the	physical	and	policy	consequences	of	climate	change.		
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9	 PwC,2013,	 Business	
success	beyond	
the	short	term:	
CEO	perspectives	on	
Sustainability,	 17th	
Annual	 Global	 CEO	
Survey	

This	report	dwelled	into	understanding	what	the	megatrends	CEOs	thought	would	influence	
their	 companies,	 only	 46%	 CEOs	 quoted	 climate	 change.	 Moreover,	 only	 5%	 recognise	
climate	change	has	having	a	significant	impact	on	their	business.	However,	within	the	oil,	gas	
and	utility	 sector,	 76%	of	CEOs	 saw	climate	 change	as	a	mega	 trend	pointing	 towards	 the	
fact	 that	 there	 is	a	 sectoral	 trend	when	 it	 comes	 to	acknowledging	 the	 impacts	of	 climate	
change.	The	more	material	and	direct	 the	 impacts	 to	a	sector	 the	more	recognition	of	 the	
impact.	Surprisingly,	only	33%	of	the	financial	services	recognised	climate	change	as	a	mega	
trend	at	that	point	of	time.	

10	 Prado-Lorenzo, J.M. 
and Garcia-
Sanchez, I.M., 2010. 
The role of the 
board of directors in 
disseminating 
relevant information 
on greenhouse 
gases. Journal of 
business ethics, 
97(3), pp.391-424.	

Evidenced	 that	 boards	 are	 focused	 on	 predominantly	 creating	 economic	 value	 and	 aren’t	
inclined	towards	being	a	responsible	corporate	citizen	as	such.	

11	 Post,	C.,	Rahman,	N.	
and	 Rubow,	 E.,	
2011.	 Green	
governance:	 Boards	
of	 directors’	
composition	 and	
environmental	
corporate	 social	
responsibility.	
Business	 &	 Society,	
50(1),	pp.189-223.	

Evidenced	that	boards	that	tend	to	be	more	diverse	with	regard	to	age	and	gender	perform	
better	in	CSR	linked	activities	

12	 Cogan,	 D.G.,	 2006.	
Corporate	
governance	 and	
climate	 change:	
Making	 the	
connection.	 Boston,	
MA:	Ceres.	

Early	 reports	 of	 how	 proactive	 companies	 ensured	 company	 boards	 were	 involved	 with	
climate	 concerns.	 Many	 of	 these	 companies	 in	 the	 USA	 instated	 a	 taskforce	 focused	 on	
tackling,	 climate	 linked	 issues	 and	 embedded	 climate	 smart	 thinking	 it	 their	 strategic	
discussions.	 The	 focus	 at	 this	 time	 was	 to	 reduce	 the	 CO2	 footprint	 of	 companies.	 The	
publication	covers	various	positive	initiatives	by	companies	to	also	tap	into	the	opportunities	
presented	 by	 climate	 change	 by	 investing	 in	 climate	 smart	 and	 cleaner	 technologies.	 The	
work	scored	companies	depending	on	their	corporate	governance	performance	on	various	
metrics	 that	 measure	 various	 dimensions	 on	 the	 companies’	 competencies	 to	 cope	 with	
climate	change,	it	made	recommendations	for	board	members	of	low	performing	companies	
to	educate	themselves	to	be	able	to	steer	the	business	 in	a	direction	to	cope	with	climate	
change.	 Emphasizes	 on	 the	 imperatives	 of	 company	 boards	 being	 involved	 in	 the	 climate	
discussion.	

13	 KPMG,	2017,		road	
Ahead	 The	 KPMG	
Survey	of	Corporate	
Responsibility	

72%	of	the	companies	do	not	included	climate	linked	financial	risks.	Of	the	28%	who	do,	only	
4%	provide	a	quantitative	value	at	risk.	However,	majority	of	the	companies	ie	67%	provide	
targets	for	CO2	reduction	aligned	with	Paris	agreement.		
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APPENDIX	4:	Annual	Report	Results	

	

The	 ARAs	 showed	 a	 general	 low	 level	 of	 engagement	 across	 the	 140	 companies	 with	 only	 29.3%	
mitigating	 their	 identified	 climate	 change	 impacts	 found	 within	 their	 business	 model.	 The	 best	
performing	sectors	across	all	analysis	were	 ‘Energy	and	Utility’	and	 ‘Accounting,	banking	and	 finance’.	
Only	7.9%	of	companies	show	all;	mitigation	in	strategy,	CDP	and	TCFD	compliance	and	identification	as	
a	Principal	risk	in	their	annual	reports.	

Reporting	2017	

14	 Peel.	 W.,	 Future	
directors	institute,	
https://futuredirect
ors.com/non-
executives-
changing-landscape-
boardroom/	
		

The	 article	 is	 a	 brief	 that	 points	 out	 new	 risks	 that	 face	 businesses	 and	 the	 role	 non-
executive	 directors	 must	 play	 to	 address	 such	 risks	 including	 climate	 change.	 The	 article	
emphasizes	how	NEDs	with	traditional	outlooks	on	the	issue	must	keep	themselves	updated	
and	adapt	to	ensure	best	outcomes	for	the	business.		

15	 EY,	2017,	Do	you	
understand	your	duty	
of	care	and	diligence	
when	it	comes	to	
climate-related	
risks?https://www.ey.
com/Publication/vwL
UAssets/EY-do-you-
understand-your-
duty-of-care-and-
diligence-when-it-
comes-to-climate-
related-
risks/$FILE/EY-do-
you-understand-your-
duty-of-care-and-
diligence-when-it-
comes-to-climate-
related-risks.pdf	
	

Discussed	the	imperatives	for	why	directors	should	be	involved	with	climate	linked	risk	
discussions.	Includes	litigation,	shareholder	concerns	and	investor	demand	as	key	
imperatives.	Further	talk	about	how	action	is	required	to	include	climate	change	in	risk,	
governance	and	disclosure	frameworks	of	the	company.	
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Utilising	Figures	1	and	2	together,	an	action	gap	can	be	identified	between	the	29.3%	of	companies	that	
mitigate	as	part	of	their	strategy	report,	and	the	total	16	of	140	(11.4%)	examined	companies	included	
climate	change	as	a	principal	risk.	The	only	outlier	to	the	sectoral	behavior	trend	 is	within	the	 ‘phrase	
inclusion’s	section	(figure	3),	where	some	generally	low	performers	(such	as	‘Other’)	have	appeared	to	
be	referencing	or	discussing	climate	change	aspects	relatively	higher	than	other	sectors.	

	

Survey	Results	

	

Figure	6:	Pie	chart	denoting	the	sources	of	climate	change	information	sought	by	board	members.	

	

Figure	7:	Pie	chart	denoting	the	sources	of	climate	change	information	sought	by	board	members.	

	

Gaining	 responses	 across	 a	 range	 of	 industries	 helped	 to	 further	 understand	 the	 nuances	 between	
survey	 results	and	specific	drivers	and	barriers	 to	 industries,	 leading	 to	more	 richness	 in	 the	data	and	
findings.	 17%	 of	 company	 secretaries	 emailed	 returned	 responses	 to	 the	 survey	 (figure	 4),	 with	 two	
responses	from	Utilities	and	Oil	&	Gas	later	being	omitted	to	keep	the	results	focused	on	sectors	outside	
of	 those	 directly	 affected	 by	 climate	 change.	 The	 Science	 and	 Innovation,	 Engineering	 and	
Manufacturing,	FMCG	and	Property	and	Construction	jointly	returned	the	least	responses.	This	could	be	
an	inflection	of	lower	engagement	with	climate	change	issues	in	everyday	work,	thus	require	most	work	
in	understanding	and	increasing	engagement	with	climate	change	issues	in	the	board	room.		
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Additionally,	 companies	 responded	 that	 context	of	 climate	 change	discussions	were	 largely	Corporate	
Social	 Responsibility	 (CSR)	 based	 and	 this	 consistently	 appeared	 to	 be	 how	 most	 companies	
compartmentalised	discussions	about	climate	change.	A	total	of	78%	of	companies	said	they	had	talked	
about	climate	change	 in	the	context	of	CSR	(figure	5),	with	 just	42%	confirming	they	had	talked	about	
the	impacts	of	climate	change	in	more	detail,	including	in	the	context	of	impact	on	company	operations	
or	impact	on	shareholders.		

Companies	 listed	 the	 source	of	 CSR	 initiatives	 as	 through	 in-house	 top	down	or	bottom	up	 strategies	
(figure	6).	Environmental	regulation	was	 largely	a	driver	for	CSR	action,	with	shareholders	 lower	down	
the	priority	list.	This	finding	indicates	that	companies	are	responsive	first	to	in-house	priorities,	and	next	
to	regulatory	bodies	such	as	the	Financial	Conduct	Authority	(FCA)	or	the	UK	Environment	Agency	(EA),	
and	lastly	to	environmental	wants	of	shareholders.		

Respondents	 agreed	 across	 a	 range	 of	 industries	 that	 their	main	 source	 of	 advice	 on	 climate	 change	
issues	 was	 through	 consulting	 reports.	 44%	 indicated	 their	 first	 point	 of	 contact	 for	 climate	 change	
advice	would	be	from	a	consultancy	(figure	7),	with	fewer	reaching	into	academic	literature,	government	
reporting	 or	 in-house	 advice	 for	 information	 on	 the	 issue.	 Tying	 in	 responses	 from	 interviews,	 we	
understand	companies	generally	disagree	that	a	climate	change	specialist	on	the	board	would	increase	
the	prevalence	of	the	issue	in	company	reporting	and	company	strategy.	


