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The scientific consensus is unequivocal: our planet is experiencing an unprece-
dented rise in surface temperatures and warming of ocean basins, driven by hu-
man activities. These changes are profoundly altering Earth’s climate and have 
already begun to unleash catastrophic consequences from rising sea levels and 
extreme weather events to habitat loss and mass species extinction. In response, 
the Paris Agreement was forged, aiming to limit global temperature rise at 1.5°C 
above pre-industrial levels. However, progress towards this critical goal has been 
sluggish and uneven. 

Among the entangled and escalating ongoing global crises, spanning from the 
COVID-19 pandemic to misinformation and, tragically, even war, addressing cli-
mate change stands out as an imperative to safeguard people and secure a liva-
ble future. Unfortunately, short-term interests often overshadow the long-term 
vision needed to tackle climate change effectively, with current climate pledges 
leading us to a potential temperature increase of 2.4-2.8°C by the end of the cen-
tury. 

Putting the world on track to net zero is a monumental task that requires not only 
robust and predictable policy frameworks, investments or technological innova-
tions but also strong partnerships and leadership that gather widespread societal 
support and foster citizen ownership of climate action globally and locally. It is 
crucial to acknowledge that in striving for a net zero future, we must not exacer-
bate existing inequalities. On the contrary, the journey towards achieving net zero 
presents the opportunity to alleviate poverty and foster growth and development 
for all.

Amidst these challenges, the Club of Madrid’s Leadership for Net Zero Initiative, 
emerges as a visionary effort to mobilize political, business, and civil society lea-
ders in a collective push towards a sustainable future. Through dialogue, collabo-
ration, and shared purpose, the Initiative seeks to chart a course towards climate 
neutrality, guided by principles of equity, justice, and solidarity. From political 
leaders forging new pathways for climate action to businesses embracing inno-
vation and sustainability, and from civil society advocating for systemic change to 
citizens demanding accountability—each plays a vital role in this journey.

PROLOGUE
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Han Seung-Soo Carlos Alvarado

President of Costa Rica (2018-2022) 
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Prime Minister of Korea (2008-2009)

The recommendations presented in this report serve as a call to action for lea-
ders across all sectors to prioritize net zero efforts. Strategic partnerships, global 
advocacy, and positive narratives grounded in science are essential in fostering a 
just and equitable transformation towards a sustainable future. It is paramount to 
prioritize the well-being of both people and the planet, fostering a resilient, fair, 
and inclusive economy guided by transparent global governance and eco-social 
contracts. 

As we navigate the complexities of our time, the choices we make today will re-
verberate for generations. Despite the challenges ahead, there are abundant 
opportunities for positive change. We, in the Club of Madrid, aim to raise aware-
ness and promote knowledge and learning exchange around key events for conti-
nued advocacy and collaboration around the recommendations presented in this 
report. Let us embark on this journey with courage, determination, and a shared 
commitment to building a better world for all.
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LEADERSHIP 
FOR NET ZERO
CLUB DE MADRID AND THE 
CHALLENGE OF CLIMATE CHANGE

CONTEXT: WHY LEADERSHIP FOR NET-ZERO 

Scientific evidence shows that limiting global temperature rise to 1.5°C above 
pre-industrial levels, as agreed in the Paris Agreement, is crucial to prevent 
severe climate impacts and maintain a liveable planet. To achieve this, we 
must reduce emissions by 45% by 2030 and reach net zero by 2050. In the 
face of entangled and escalating global crises like COVID-19, environmental 
degradation, conflicts, and inequality, governments, civil society, and bu-
sinesses worldwide are urged to take decisive action for a sustainable, fair, 
and resilient future. This requires strong partnerships, leadership, and so-
cietal engagement and  support. While challenging, this transformation also 
constitutes an opportunity to foster development and achieve the UN Sus-
tainable Development Goals (SDGs) by 2030. Visionary long-term policies, 
along with effective communication and citizen engagement, are essential. 
The private sector, along with civil society, plays a crucial role in addressing 
these challenges as it possesses the capacity to innovate and shape a com-
prehensive, enduring vision.

In light of the complexity and number of converging current crises it is diffi-
cult for governments, businesses or institutions to keep the focus on fixing 
the ecological crisis. Instead, they may opt for short-term fixes that may, in 
fact, result in increasing greenhouse gas emissions (GHGs), pollution or en-
vironmental degradation, with a negative impact on the climate and all the 
other crises. The first Global Stocktake (GST) agreed at COP28 in December 
2023 confirmed that current climate pledges under the Nationally Determi-
ned Contributions (NDCs) will fall short to achieving net zero, leading to a 
projected increase of 2.4-2.8 °C by the end of the century. While countries 
must lead the charge, tackling the climate crisis requires collective action 
beyond governmental that undertaken by governments with the GST also 
highlighting the important role that businesses and other non-state actors 
have in supporting national efforts. The decisions made today, and every day 
thereafter, by both governments and non-state actors, will determine our 
ability to achieve our climate goals.
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In 2023 the Club de Madrid launched the Leadership for 
Net Zero Initiative, to support efforts towards achie-
ving climate neutrality, emphasizing the importance of 
a strategic partnership among political, business, and 
civil society leaders, to build a sustainable future and 
safeguard future generations. To achieve its objectives, 
the Initiative established three Working Groups (WGs) 
that, piloted by WG leaders from each sector, have em-
ployed a multifaceted approach of virtual consultations, 
technical documents, and advocacy to focus on:

• WG1. Political Leadership, led by Prime Minister 
Han Seung-Soo,Vice-President of Club de Madrid 
and Prime Minister of Korea (2008-2009)

• WG2. Business Leadership(supported by Presi-
dent Quiroga and President Calderón), and

• WG3. Civil Society Leadership (supported by Pre-
sident Alvarado). 

Each WG held two virtual meetings to discuss the te-
chnical documents the WGs leaders prepared, facilita-
ting collaboration and peer review. Initial findings and 
recommendations were presented at the COP28 Spain 
Pavilion in a side event, on Leadership for Inclusive Cli-
mate action.

The panel included  Carlos Alvarado, former President 
of Costa Rica and Club de Madrid Member, Helena Viñes 
Fiestas,  co-Chair of the Net Zero Policy Taskforce and 
former member of the UN Secretary-General High Level 
Expert Group on the Net Zero Emissions Commitments 
of Non-State Entities, Antoni Ballabriga, Global Head 
of Responsible Business Sustainability BBVA,  Raekwon 
Chung, Ban Ki-Moon Foundation for a Better Future 
and Marina Bragante, Public Policies Director, Instituto 
AYA. It was facilitated by Adriana Rodríguez, research 
associate at Climate Strategy.

The session allowed us to showcase successful exam-
ples of political, business and civil society leadership in 
fostering inclusive climate actions, just transition plans 
and strategic alliances for Net Zero raising awareness of 
their positive impact on communities. The importance 
of investment in mitigation and adaptation by both the 
public and private sectors was also emphasized.

Through engagement with the private sector, former 
decision-makers, and citizens, the Club de Madrid has 
stimulated reflection on the value and need for assertive 
leadership in the achievement of net zero emissions and 
the process culminated in the present policy paper and 
its concrete recommendations. The policy paper will be 
launched at an event at the Spanish Ministry for Ecolo-
gical Transition on April 2nd 2024, with the participa-
tion of President Alvarado.
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Through this Initiative, the Club de Madrid has establi-
shed an international platform for fostering reflection 
and mobilizing multidisciplinary expertise in imple-
menting practical strategies towards achieving climate 
neutrality. Drawing upon the collective insights, analy-
sis and recommendations prepared by the three WGs 
(see Annexes) this report summarises actionable re-
commendations for current leaders across government, 
civil society, and business spheres, building on the in-
dispensable role of democratic leadership in securing 
and maintaining citizens’ engagement and support for 
the transformative actions needed to achieve the net 
zero goal. It is important to highlight that eight of the 
global companies participating in the Initiative under 
WG2 have pledged their commitment to sustain efforts 
to lead by example in line with the briefing recom-
mendations from WG 2.  

Political Leadership Working Group. Led by Han Seu-
ng-Soo, Prime Minister of Korea (2008-2009) and Vice 
President of Club de Madrid; Raekwon Chung, Board Di-
rector, Ban Ki-Moon Foundation for a Better Future and 
Former Climate Change Ambassador, Korea. 

Effective leadership on net zero requires a concerted 
global effort to mobilize finance, prioritize equity, en-
hance urban resilience, reimagine international rela-
tions, align policies with climate goals, and embrace 
sustainable lifestyles and production and consumption 
patterns. The current global climate and finance regime 
is failing to sufficiently address the worsening climate 
and biodiversity catastrophes, particularly in the poorer 
and most vulnerable countries, with persistent struc-
tural problems hindering progress over the past deca-
des. The briefing highlights concrete recommendations 
across four key areas, for policymakers, businesses and 
civil society summarised as follows: 

- Responsibility sharing and empowering citi-
zens. The burden of climate pledges and NDCs falls 
mainly on governments and businesses, leaving 
climate-concerned citizens as bystanders. Initiati-
ves such as EPD (Electricity Price Differentiation), 
PDC (Personally Determined Contribution), and the 
“Me First” campaign are proposed to actively en-
gage consumers and civil society. Voluntary sche-
mes can also encourage climate-concerned consu-
mers, particularly richer consumers, to share the 
incremental cost of transitioning to clean energy, 
alongside for green pricing schemes and sustai-
nability prioritization by businesses, promoting 
Environmental, Social and corporate Governance 
(ESG). Civil society is urged to lead the “Me First” 
campaign and promote voluntary PDC among cli-
mate-concerned consumers.

- Revising economic metrics for sustainability. 
Economic development typically relies on coun-
try’s gross domestic product (GDP), which does not 
fully address climate concerns. Decoupling the car-
bon intensity of economic growth, that is to say, a 
decrease in CO2 emissions per unit of GDP, is not 
enough to reach climate goals.  It is important to use 
alternative measures beyond GDP, focusing on car-
bon intensity and consumption-based emissions 
and not only on production emissions, to prioritize 
sustainable consumption and production patterns. 
While production-based emissions have decrea-
sed, consumption-based emissions, accounting 
for imported goods, have not seen a proportional 
reduction. Addressing carbon leakage requires a 
shift towards consumption-based emission calcu-
lations and global discussions on shared consumer 
responsibility for imported goods, urging gover-
nments to publish consumption-based emission 
data and develop policies to improve emission re-
ductions in consumption patterns. 

- Promoting positive narratives for climate ac-
tion and net zero. Negative perceptions, sugges-
ting a trade-off between mitigation and economic 

KEY TAKEAWAYS AND 
RECOMMENDATIONS
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Business Leadership Working Group. Led by Climate 
Strategy and comprised of nine global companies  from 
different sectors - financial services, energy, telecom-
munications, automotive, construction, textile and food 
industry – and expert reviewer, Helena Viñes Fiestas, 
co-Chair of the Net Zero Policy Taskforce and former 
member of the UN Secretary-General High Level Ex-
pert Group on the Net Zero Emissions Commitments of 
Non-State Entities.

Meeting the 1.5°C target will require significant mobi-
lization of the private sector to not only reduce emis-

growth, hinder climate action. These messages 
need to be replaced with more realistic facts and 
figures about the economic, and social, benefits of 
climate and environmental action, together with 
avoided economic (and human) losses. The em-
phasis should be on portraying mitigation as an in-
vestment for future growth rather than a cost, with 
calls for political, business, and civil society leader-
ship to promote this perspective, support research 
on innovation opportunities, and disseminate po-
sitive messages and benefits of climate action.

- Implementing carbon pricing initiatives and 
internalising externalities. It involves putting 
a price on the use of the environment, placing a 
charge on the harmful effects of unsustainable 
production and consumption. There are growing 
calls for a global carbon pricing scheme, such as the 
Nairobi Declaration at the first-ever Africa Climate 
Summit in 2023. It suggests the gradual implemen-
tation of carbon pricing policies such as Social Cost 
of Carbon (SCC) and ecological tax reform (ETR) to 
gradually internalize carbon costs without causing 
sudden economic shocks. This approach aims to 
improve carbon efficiency, stimulate green invest-
ments, and promote green infrastructure develo-
pment. Furthermore, it underscores the need for 
political, business, and civil society leadership to 
advocate for and implement carbon pricing policies 
effectively, emphasizing their potential benefits 
for both the economy and the environment.

sions of a company’s controlled activities, but also of 
the entire global supply chain. In some sectors, supply 
chain emissions (upstream scope 3) represent an avera-
ge of 11.4 times more than the sum of their direct emis-
sions (scope 1 and 2). However, according to data from 
the Carbon Disclosure Project, only 36% of companies 
are reporting scope 3 emissions and less than 1% have 
science-based net zero targets. 

Decarbonising supply chains should be seen as an eco-
nomic opportunity rather than a cost. It can lead to in-
creased resilience, security of supply, and value-added 
for products and services, while contributing to quality 
employment and inclusive, local development. Regula-
tory frameworks are evolving to align corporate prac-
tices with climate goals and ensure transparency and 
accountability. Sustainable supply chain management 
is increasingly becoming a legal requirement and a bu-
siness imperative in response to investor and consumer 
demands for eco-friendly products and services. The 
briefing produced by the Business Leadership Working 
Group outlines a compilation of good practices and re-
commendations aimed at achieving a just transition in 
global supply chains and net zero commitments sum-
marised into nine key steps. Eight of the participating 
companies have pledged to sustain efforts to lead by 
example in line with these recommendations. The brie-
fing also includes a case study for each of the participa-
ting companies. 

- Enhancing measurement and reporting of 
upstream scope 3 emissions by engaging su-
ppliers more effectively and employing updated 
estimation methods and technologies. Corpo-
rations should establish continuous dialogue with 
suppliers, facilitated by tools like ESG evalua-
tion forms, and engage in innovative initiatives to 
use digital technologies to track and estimate the 
emissions of their suppliers. Promoting the use of 
Environmental Product Declarations (EPDs) or Life 
Cycle Analysis (LCA), along with third-party ve-
rification, for accuracy and reliability. Corporate 
alliances should advocate for common reporting 
platforms that could serve as one-stop-shops for 
data.

- Setting science-based scope 3 targets alig-
ned with achieving net zero emissions before 
2050 and a 1.5 °C trajectory. Targets should cover 
short-, medium-, and long-term emissions and be 
reviewed every five years. The use of offsets, emis-
sions credits, carbon removals or storage should be 
reported separately, not count for the achievement 
of interim targets and limited to residual emissions.
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- Integration of climate criteria and thresholds 
into procurement and supplier contracts to dri-
ve supply chain targets and market mobilization. 
Companies should request suppliers to establish 
decarbonization targets aligned with their own net 
zero trajectory and incorporate climate bench-
marks in their procurement like renewable ener-
gy targets or waste management. A step-by-step 
approach involving hotspot identification, enga-
gement with top emitters, and the introduction 
of stricter procurement criteria for key hotspots, 
alongside incentives for procurement teams and 
internal carbon pricing mechanisms, is advised to 
accelerate green procurement.

- Internal capacity building to facilitate the im-
plementation of climate procurement, hand in 
hand with internal communication campaigns, 
awareness-raising events and cross-functional 
collaboration. Developing support tools for procu-
rement staff can aid in the application of climate 
requirements and the tracking of suppliers’ pro-
gress.

- Enhanced support to SMEs, given their crucial 
role within supply chains and their challenges in 
implementing greener practices due to limited 
resources and knowledge. There is a general lack 
of support from large companies to SME suppliers 
at home and abroad in their green transition, des-
pite successful initiatives such as the SME Clima-
te Hub and the UN Global Compact’s supply chain 
initiative. Training programs and personalized 
advisory services, together with enhanced colla-
boration between large companies and SMEs, are 
recommended to ensure alignment and facilitate 
mutual learning and capacity building.

- Integrated approaches and collaborations be-
tween large companies and banks to create fi-
nance programs and opportunities for suppliers, 
particularly SMEs, in their green transition. Co-
llaborations with regional banks to provide finan-
ce with lower interest rates and other benefits can 
support SMEs in their decarbonization. Large com-
panies can also support SMEs in identifying their 
sustainable financing needs, provide liquidity and 
facilitate their access to public and private funding.

- Innovation and the integration of clean tech-
nologies across supply chains, particularly in 
promoting collaboration within hard-to-abate 
industries, such as green hydrogen or sustainable 
aviation fuels. It can be kickstarted through colla-
borative research initiatives between large com-

panies and SME. To further incentivise innovation, 
some corporates are including as green procure-
ment criteria the adoption by suppliers of research 
policies. Collaborative initiatives like the First Mo-
vers Coalition can also support covering the green 
premium associated with breakthrough clean tech-
nologies.

- Just transition strategies ensuring climate 
adaptation, broader socio-economic benefits and 
achievement of SDGs across supply chains and 
regions. Procurement processes and improvement 
plans for suppliers should support them in consi-
dering the social impact of their transition, inclu-
ding local supply chains, human rights and labour 
rights. Partnerships with local SMEs can build wor-
kforce capacity and create quality jobs in green sec-
tors, while collaboration with local governments 
is crucial for policy alignment and fostering a just 
transition. Strategies should also address both the 
physical risks to supply chains and the impacts of 
the company’s adaptation responses.

- Policy support to drive greater corporate am-
bition for a just transition in supply chains, em-
phasizing the need for policies that set minimum 
standards aligned with the 1.5 °C goal while incen-
tivizing ambition through rewards for early movers 
and partnerships with SMEs. Transparent lobbying 
practices aligned with climate targets are urged, 
with companies encouraged to advocate for strong 
policies and standards. Disclosure of trade associa-
tion memberships and inclusion of needed policies 
for supply chain decarbonization in annual climate 
reports are recommended.
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Citizen Leadership. Led by AYA Earth Partners and 
ten members from diverse civil society organizations 
(CSOs)  globally. 

When addressing the climate crisis and planning for net 
zero, it is imperative to rethink our economic and social 
model to create a sustainable, climate-neutral, circular, 
green, resilient, inclusive, and equitable future. Citizens 
should play a crucial role in shaping this transforma-
tion, yet more action is needed so they participate in 
climate litigation, make impact investments, engage in 
participatory processes, or demand action from gover-
nments and companies. This is clearly outlined in the 
policy brief prepared by the Political Leadership Wor-
king Group, with concrete recommendations on the 
empowerment of citizens and consumers around three 
blocks. The recommendations, that should be conside-
red by policymakers, and businesses, so all sectors of 
society can collaborate to building citizen capacity and 
addressing the climate crisis, are summarised as fo-
llows: 

- Climate finance for the most vulnerable

· Improve mainstreaming of climate and envi-
ronment in all policies and economic sectors. 
This should also mean enhancing the ambi-
tion of NDCs, setting deadlines for phasing 
out fossil fuels and aligning timelines to limit 
global warming to 1.5 C, always taking into 
account the different starting points, capabi-
lities and responsibilities, and putting people 
at the center.

· All actors, but mainly richer nations together 
with international finance institutions and 
the private sector, should prioritize funding 
for adaptation, focusing also on cities and 
promoting initiatives like Nature-Based So-
lutions to enhance urban resilience and create 
green jobs. 

· Centering climate finance on vulnerable 
communities and countries. NDCs and cli-

mate finance strategies should prioritize the 
needs of vulnerable communities, incorpo-
rating gender-responsive approaches, just 
transition principles and social and environ-
mental safeguards. And should also include 
and promote their active and effective enga-
gement and participation, including native 
communities and youth.  

· Global solidarity. Less advanced economies 
need more financial support, including by 
transfer technology and capacity building. 
This could mean grant-based climate finan-
ce, including from private sector and philan-
thropies, to enable less advanced economies 
particularly the most vulnerable to develop 
and implement national solutions. 

- Global governance for climate finance justice 

· Address structural issues in the current glo-
bal climate and finance regime to bridge the 
finance gap. This requires concerted action, 
effective debt restructuring, liquidity su-
pport, increased public and private invest-
ment, innovative financing mechanisms, and 
long-term affordable capital for green sectors 
particularly in emerging and developing eco-
nomies.   

· Multilateral Development Banks and inter-
national finance institutions should work 
together to harmonize reporting methodo-
logies, develop and integrate green and social 
taxonomies, and ensure benefit-sharing with 
local communities through mechanisms like 
fair payment for ecosystem services.

· Strengthening marginalized, poor and vul-
nerable communities, including youth, wo-
men and indigenous communities, worldwide 
to participate effectively in decision-making 
processes, enabling grassroots organizations 
to drive change.
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- Citizens for climate finance justice 

· Governments, companies, and civil society 
should engage in raising awareness and com-
munication efforts to convey the benefits of 
strong climate policies and educate the public, 
including through social media platforms and 
provide credible information during elections 
and maintaining democracy systems.

· Rethink economic and social models. Civil 
society must be an active player in shaping 
this transformation, including in changing 
consumption patterns. The wealthiest 1% 
should particularly contribute more throu-
gh taxes and change consumption patterns 
by reducing energy demands and supporting 
sustainable practices.  

CONCLUSIONS: WHAT’S NEXT? 

Despite pledges, current trajectories are still far from 
achieving net zero by 2050 and the targets set by the 
Paris Agreement. “Any further delay in concerted anti-
cipatory global action on adaptation and mitigation will 
miss a brief and rapidly closing window of opportunity 
to secure a liveable and sustainable future for all” (IPCC, 
2022). 

The window of opportunity is narrowing, so it is ur-
gent to reflect on the major structural problems of the 
global climate and finance regime to deliver climate 
neutrality not only effectively but also fairly. In July 
2022, Prime Minister Mia Mottley convened a high-le-
vel retreat in Barbados which resulted in the Bridgetown 
Initiative: a set of strong asks to address immediate fi-
nancial needs while also starting to address systemic 
issues requiring transformation of the financial system. 
While there is a global consensus on the need for reform 
,  divergent viewpoints on key issues such as debt re-
lief or new financing for climate action, together with 
competing crises are impeding the achievement of a 
global agreement. Despite some progress, including the 
Summit for a New Global Financing Pact in 2023, or the 
establishment of the loss and damage fund at COP28 in 
Dubai, it is not enough. We need also aligned global po-
licy frameworks, and the launch of the Taskforce on Net 
Zero Policy at COP28 is one step in the right direction. It 
aims at ensuring that the credibility and accountabili-
ty of 1.5°C-aligned net zero commitments by non-state 
actors are underpinned with coherent policies and re-
gulatory certainty.

The recommendations presented in this document 
constitute a call to action in 2024 and 2025. Club the 
Madrid seeks to reshape the prevailing narrative that 
views net zero measures merely as expensive costs, 
emphasizing their importance for sustainability and the 
survival of future generations. The need for transfor-
mative action is evident across all sectors of society, re-
quiring robust policy frameworks, innovative financing 
mechanisms, and strong leadership at all levels. In res-
ponse to these challenges, the Club de Madrid Leaders-
hip for Net Zero Initiative has created an international 
space for reflection and mobilisation of multidiscipli-
nary knowledge leading to the recommendations sum-
marised in this report, and further detailed in the three 
annex reports prepared by the WGs. 

We aim to inspire political, business, and civil socie-
ty leaders to actively engage in climate neutrality. We 
call on leaders across all sectors to observe these recom-
mendations and take decisive action towards net zero 
and phasing out fossil fuels, ensuring a just and equita-
ble transformation that leaves no one behind while safe-
guarding the planet for future generations. We are using 
these recommendations to continue our campaigning at 
the level of public information and high-level advocacy, 
so as to improve and strengthen global governance for 
both present and future generations.

We aim to raise awareness and promote knowledge 
and learning exchange around key events and cam-
paigns, mobilising our Members and partnering with 
strategic stakeholders. Populist movements are ex-
ploiting discontent with the current socio-economic 
situation to undermine progress on climate and envi-
ronmental action and pose a threat to democracy that 
delivers. Promoting positive narratives grounded in 
facts and science is essential to fight misinformation. 
Transitioning to net zero is imperative for ending pover-
ty and improving the well-being of people worldwide. 
We have identified key events and initiatives this year, 
where we can work together with our partners in acce-
lerating net zero advocacy. Some of these are: the Hi-
gh-Level Political Forum on Sustainable Development, 
the UN General Assembly and the UN Summit of the 
Future; Brazil’s G20 Presidency; F20 Climate Solutions 
Forum 2024; the Convention on Biological Diversity 
(CBD) COP16, COP29, World Urban Forum or the World 
Bank Group Annual meetings. And we are also thinking 
about next year, with key events such as the Financing 
for Development Conference to be held in Spain, the UN 
II World Summit on Social Development, South Africa’s 
G20 Presidency or the COP30 in Bélem, Brasil.
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We aim to prioritize and enhance the recommendations by incorporating new 
insights and initiatives. Our goal is to potentially develop a roadmap for im-
plementation leading up to the UN II World Summit on Social Development and 
the Financing for Development Conference in 2025. We plan to conduct further 
research in collaboration with our partners and stakeholders, recognizing that 
achieving transformative policies for net zero requires sustained and widespread 
local support. The recommendations presented by the Club de Madrid in the Lea-
dership for Net Zero Initiative in this document underscore the importance of 
citizen engagement, equitable distribution of resources, solidarity, integration of 
climate action with broader socio-economic development goals, and collabora-
tive efforts between governments, businesses, and civil society. It is necessary to 
understand which mechanisms and participatory processes are likely to be most 
effective in building momentum and shifting investment, globally, regionally and 
locally. 

The establishment of a robust, green and transparent global economic and fi-
nance architecture coupled with the re-formulation of social contracts that put 
people and the planet at the center are paramount in the pursuit of achieving 
net zero while fostering a resilient, fair and inclusive economy. They will serve 
as foundational frameworks that guide nations, businesses, and societies towards 
sustainable practices and equitable outcomes. Within the Club de Madrid’s 2023 
Policy Dialogue, Rethinking Social Development for People and Planet we es-
tablished a platform for a multi-stakeholder exchange with representatives from 
governments, intergovernmental organizations, academia, think tanks, civil so-
ciety, and the private sector, along with Club de Madrid Members. We have deve-
loped actionable recommendations for governments and multilateral institutions 
to prioritize and integrate social development into their planning and policy-ma-
king processes. These will greatly help achieve net zero in a fair, inclusive and 
sustainable manner. We need to further delve into the institutional frameworks 
essential for nurturing systems that effectively navigate the complexities of de-
carbonization while promoting green development and upholding social justice 
and democratic values and principles.

Club de Madrid is the world’s largest forum of democratic for-
mer Presidents and Prime Ministers, who leverage their indi-
vidual and collective leadership experience and global reach 
to strengthen inclusive democratic practice and improve the 
well-being of people around the world. As a non-partisan and 
international non-profit organization, it counts on the hands-
on governance experience of more than 100 Members from 
over 70 countries, along with a global network of advisers and 
partners across all sectors of society.
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RECOMMENDATIONS FOR 
POLITICAL LEADERSHIP TO 
MAKE THE CURRENT GLOBAL 
CLIMATE REGIME ROBUST 
AND SOLID ENOUGH TO 
MEET CARBON NEUTRALITY 
CHALLENGE 

FINAL POSITION PAPER WG.1 POLITICAL LEADERSHIP

The real challenge we are facing now is not just the climate disasters itself 
but the fact that the current global climate regime to which our future sur-
vival is at stake doesn’t seem to function sufficiently enough to avoid the 
worsening climate catastrophe. Persistent structural problems have been 
paralysing the global climate regime during the last three decades. 

As extreme climate damage looms upon us, carbon emissions do not show 
any signs of shrinking, rather it is increasingly evident that in spite of many 
pronounced political pledges in the form of national contributions (NDCs) 
under the Paris Climate Agreement, actions on the ground to meet the Net 
Zero 2050 target are faltering without much decisive and concerted momen-
tum in particular after the energy crisis triggered by the war in Ukraine. Glo-
bal stocktake at the COP28 in Dubai confirmed that the actions to implement 
NDCs of the parties fall far below the level expected to achieve 2030 target 
and in order to stabilize at the level required for 2ºC, global emission has to 
be reduced by 43% below the level of 2019 emission by 2030 which is a huge 
challenge in view of the consistently increasing global emission trend. While 
warnings and appeals for urgent action abound, few clear action plans and 
practical strategies are being put forward as the short-term concerns about 
energy security override the urgent long term need for a clean energy tran-
sition. GHG emissions continue to rise and are showing no signs of a subs-
tantial downwards curve to meet the 45% reduction below 2010 by 2030 as 
defined by the IPCC if we are to meet 1.5ºC target which is a critical condition 
for achieving the Net Zero by 2050.
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The NDC of the Paris Climate Agreement is not the first 
time that countries have pledged ambitious targets. 
Countries have already made and broken pledges and 
commitments. In 1992, developed member states of the 
United Nations (UN) legally committed and ratified a 
target to stabilise their 2000 emissions to the level of 
1990 as stipulated in the UNFCCC (UN Framework Con-
vention on Climate Change). In 1997, developed coun-
tries except the US legally committed to reducing their 
emissions by 5.2 per cent below the 1990 level by 2012, 
as agreed in the Kyoto Protocol. Once again, more than 
100 member states of the UN including most of the ma-
jor economies of the world politically pledged ambitious 
targets to reduce their emissions by 20 to 40 per cent by 
2020, as presented in the Copenhagen Accord announ-
ced in 2009. 

Now is the time to reflect on the structural problems 
that are blocking the progress of climate action and 
fundamentally re-construct the global climate regime 
that could function as solid mechanism to deliver car-
bon neutrality. 

Four major structural problems that persisted throu-
ghout the last three decades since the adoption of UN-
FCCC, 1992 in the history of the global climate regime 
have to be rectified.

FIRST, 

current situation where responsibility of NDC is mainly 
shouldered by the Government and the Business sector, 
while climate concerned consumers are left as bystan-
ders has to be rectified. A pricing system that differen-
tiates the prices of products produced with renewable 
energy and products produced by fossil energy has to be 
constructed and provide opportunities for climate con-
cerned consumers to make voluntary choices for clean 
energy products. 

SECOND,

counting emission based on GDP/Production is focu-
sing primarily on the responsibility of producers while 
leaving unsustainable consumption pattern untouched. 
Pressure on the mitigation of emissions from produc-
tion is triggering carbon leakage from developed to de-
veloping countries and aggravating political concern 
that emission reduction of production sector could re-

duce GDP which is politically difficult to accept. Deve-
loped countries, importing much of the manufactured 
goods from developing countries, are reporting only 
their territorial production emission while their con-
sumption-based emissions, which includes embedded 
emissions in their imported goods, are much higher. On 
the other hand, developing countries are responsible 
for their production-based emissions which are higher 
than their consumption-based emissions. In order to 
rectify this situation that triggers carbon leakage from 
developed to developing countries and to achieve global 
net reduction, consumption-based emission has to be 
reduced and making sustainable consumption pattern 
has to be put on the table as a critical agenda for global 
climate actions. 

THIRD, 

negative mitigation-growth scenarios and messages 
produced by general equilibrium models have to be re-
placed by the positive message of the multiplier effects 
of clean energy investment triggering economic growth 
and job creation. Numerous general equilibrium models 
produce negative messages that mitigation of carbon 
emission will reduce economic growth. These nega-
tive messages deeply imprinted in the minds of policy 
makers and business leaders block decisive climate ac-
tions by the Government and the Business community.

FOURTH, 

current approach of focusing on mobilizing finance and 
technology without internalizing carbon price is pro-
ducing only limited success. Now is the time to grasp 
carbon pricing issue as the pivotal agenda for carbon 
neutrality and initiate a concerted global carbon pricing 
scheme among the like-minded countries. 
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Climate concerned consumers have to be provided with 
opportunities to share the responsibility of energy tran-
sition and carbon neutrality. Focusing only on the res-
ponsibilities of the Government and Businesses was not 
enough. While on the one hand, there is a social resis-
tance and political sensitivity about the idea of sharing 
the cost of mitigation, but on the other hand there is a 
huge ground swell of consumer willingness to volunta-
rily share the cost and responsibility of mitigation. Tens 
of thousands of people are marching for climate actions 
around the world. 

Millions of climate concerned people and consumers 
are left out as bystanders in the sense that they cannot 
choose renewable energy except in some countries in 
Europe and the US. In order to translate such a strong 
willingness to take strong climate action into a con-
certed social action, there has to be a system that could 
allow these people to choose and consume renewable 
energy. 

Renewable energy has to be offered to the consumers at 
different price from the fossil energy. The price of fos-
sil and renewable energy has to be differentiated and 
offered to the consumers with different prices for the 
voluntary choice of climate concerned consumers sin-
ce the price of renewable energy is still more expensive 
than fossil energy in many countries except in a few Eu-
ropean and US states. 

The price of renewable energy is falling in certain parts 
of the world. But still in many parts of the world re-
newable energy is more expensive than fossil energy. 
In many countries renewable energy still needs gover-
nment subsidy and PPA<Power Purchasing Agreement> 
is required for any renewable energy projects. Due to the 
mounting fiscal burden arising from renewable energy 
subsidy, governments and power companies are limi-
ting the quantity of purchasing renewable energy, dela-
ying grid connections and even idling already installed 
wind turbines. 

In order to accelerate clean energy transition, the pri-
ce of energy has to be differentiated between renewable 
and fossil electricity and consumers and business con-
cerned about climate should be provided with an option 
to choose to pay the actual production cost of renewable 
electricity. 

Blaming the Government and the Business for lack of 
decisive climate actions was not enough. Climate con-
cerned consumers should choose to pay the actual cost 
of renewable energy.. 

Thousands of climate concerned consumers are frus-
trated from the fact that, in spite of their willingness 
to share the responsibility of mitigation, there are not 
many opportunities for them to join the climate actions 
other than carrying tumblers and using public trans-
port and left out as bystanders waiting for or deman-
ding strong climate actions by the Government and the 
Business.

Historic record of global climate regime clearly shows 
that the political capacity of the Government and the 
management space of the Business are quite limited in 
taking decisive actions for mitigation. Climate change is 
in many countries one of the competing priorities of the 
society that does not enjoy sufficient political support to 
override many other competing priorities such as jobs, 
livelihood and income. Under such circumstances, it is 
only natural that politicians cannot take strong climate 
action for fear of losing popular elections. 

The case of the Business is not much different. As long 
as fossil energy offers lucrative business opportunities, 
it is difficult to expect them to shy away from fossil bu-
siness. But this can change if consumers make green 
choice of buying green products produced with green 
energy at higher actual cost of green energy. 

Limitations of NDC: NDC is a political pledge by the 
Government. ESG is a business management action by 
the Business. Now climate concerned consumers have 
to take their own voluntary action by paying the actual 
cost of renewable energy and choose to consume green 
products produced by the renewable energy at a actual 
cost of renewable energy. Such a voluntary choice of re-
newable energy that can be called as PDC<Personally 
Determined Contribution> can only be done if the price 
of energy is differentiated between the renewable and 
fossil energy which can be called as Electricity Price Di-
fferentiation<EPD>system. PDC and EPD could allow 
climate concerned consumers share the responsibility 
of mitigation and join the carbon neutrality as active 
participants not as bystander finger pointing and bla-
ming the Government and the Business. 

RECOMMENDATION 1
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PDC and EPD is not dilution or shifting of the responsi-
bility of the Government and the Business. It is a sche-
me that provides the opportunity for climate concerned 
consumers to share the responsibility and join as active 
driver of carbon neutrality. PDC is neither an imposition 
of higher renewable energy price to all the consumers 
of the society nor a mandatory scheme for those con-
sumers who cannot afford to pay the real price of re-
newable energy. PDC is a voluntary scheme that offers 
the opportunity for those climate concerned consumers 
to choose to pay and consume renewable energy. 

In any society, achieving social consensus for strong 
climate action is not easy. In case of Korea, 48% of 
consumers support doubling of the electricity price for 
clean energy transition but 45% do not agree. Lack of 
social consensus should not be an excuse for not ta-
king any action. Rather we have to design a scheme to 
initiate voluntary actions by the 48%. Already in some 
countries electricity prices are offered at different rates. 
Green train tickets whose prices are higher than regular 
tickets are offered for travellers who wants to travel by 
renewable energy without carbon emission. Additional 
payments are used to buy renewable energy by the train 
company. Best practices and success stories of those ca-
ses needs to be replicated and upscaled. Green electrici-
ty price and green train tickets can be offered to climate 
concerned consumers who are ready to pay voluntarily 
higher price for carbon free consumption pattern and 
lifestyle. 

NDC and ESG have to be supported by PDC and EPD. En-
vironmental campaign blaming and placing pressure on 
the Government and the Business made certain degree 
of success in raising awareness and introducing many 
meaningful policies and actions, but environmental 
campaign is not enough. 

We need a social campaign of proactively sharing and 
joining the responsibility of energy transition. Only 
when consumers choose to consume green energy and 
green products, the Business will be motivated to pro-
duce green products by using green energy. Only when 
majority consumers volunteer to choose and pay the 
real price of clean energy, Governments can introduce 
emboldened decisive climate actions without fearing 
political backlash. 

In order to translate the growing willingness of climate 
concerned consumers, in particular young generation, 
into political support for strong Government climate 

actions and social change for carbon neutrality, a social 
campaign of <Me First> volunteer movement to choose 
and pay for renewable energy has to be organized and 
promoted. In fact, RE100 is a business Me First cam-
paign. <Me First>campaign by the consumers will sti-
mulate the Business and embolden the Government to 
take decisive climate actions. 

Just like the climate concerned consumers, climate con-
cerned companies can choose clean energy by paying 
the actual cost and renewable energy as part of their 
ESG agenda and could also introduce Green Product 
Price Differentiation scheme. Companies could produce 
green products with clean energy and put higher green 
price that differentiate green products from regular 
products produced by fossil energy. Green Price Sche-
me<GPS> can offer the opportunities for climate con-
cerned consumers to choose green products produced 
by the renewable energy. This system will allow com-
panies to compete for the sustainability quality of their 
products not just competing for lowest price that has to 
be fuelled by fossil energy. 

Climate concerned consumers will choose and consu-
me renewable energy for their concern for climate cri-
sis. But some companies choose to consume renewable 
energy not merely from their concern for climate crisis 
but from their marketing strategy as they believe pro-
ducing green products by choosing green energy can 
and will be a powerful marketing advantage in a market 
where increasing number of climate concerned consu-
mers appreciate green products made by green energy. 
Many companies take a proactive strategy of taking ad-
vantage of consumer sensitivity for climate change as 
their marketing opportunity. 

<PDC> supported by <EPD> and promoted by <Me 
First> social campaign can inspire the rest of the society 
to join as driver of climate action and stimulate decisi-
ve climate actions by the Government and the Business, 
thus could accelerate a virtuous cycle for clean energy 
transition and carbon neutrality. 

Of course, these approaches can be better applied in 
high or middle-income countries. Low or least-income 
developing countries need financial and technical su-
pport for their sustainable choices. This is why the res-
ponsibility of the consumers in high and middle-inco-
me countries are tasked to take immediate and decisive 
actions to make their consumption pattern carbon free. 
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SUGGESTIONS: EPD<ELECTRICITY PRICE DIFFERENTIATION, PD-
C<PERSONALLY DETERMINED CONTRIBUTION> & ME FIRST CAM-
PAIGN:

a. Engage consumers and civil society as the active player of global cli-
mate regime for Net Zero 2050. Consumers, the ultimate user of fossil 
energy, cannot remain as the bystander and outsider. Incremental cost 
of clean energy transition cannot be left to be borne by the Government 
and the Business alone. It has to be shared by the climate concerned 
consumers on a voluntary basis. Make sure that this is a voluntary sche-
me only for those climate concerned consumers, not imposing on all the 
consumers. Voluntary approach could allow this scheme to be promoted 
without unnecessary potential social and political arguments and resis-
tance.

b. Design price structure that could offer opportunities to the clima-
te concerned consumers to pay the real cost of clean energy. In other 
words, consumers have to be given the opportunity to make a choice 
between cheap fossil energy and clean and green energy at the real pri-
ce. Some might argue that renewable energy is getting cheaper and EPD 
is not necessary. But in reality it is not true for many countries. 

c. Promote PDC<Personally Determined Contribution> and <Me First> 
campaign: Since PDC is a voluntary choice, it has to be promoted by <Me 
First> Campaign. Current environmental campaign is mainly focusing 
on finger pointing Government and Business for Net Zero 2050 actions. 
Now we need a social campaign to encourage voluntary choice for clean 
energy consumption. 

d. Though NDC has to be pushed as the main backbone of global clima-
te regime, but we cannot just wait and see what real actions the Gover-
nments and the Business can deliver. PDC has to supplement the NDC. 
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KEY RECOMMENDATIONS FROM CLUB DE MA-
DRID:

For political leadership: To provide opportunities for 
climate concerned consumer to share the responsibi-
lity of Net Zero 2050 by making their own PDC<Per-
sonally Determined Contribution> through EPD<Elec-
tricity Price Differentiation> scheme that differentiate 
the price between clean electricity and fossil power so 
that climate concerned consumers could choose clean 
electricity.            

To provide incentives for PDC and support for Me First 
campaign. 

Business leadership should compete for SUSTAINABI-
LITY QUALITY not just for CHEAPEST PRICE. This will 
open up marketing opportunities for ESG.  

Actively choose green electricity price as part of their 
ESG and produce green products with clean energy 
and put green price on their green products; adopt a 
<Green Price Scheme>; a price differentiation sche-
me between green products produced by clean energy 
and regular products produced with fossil energy, thus 
offer opportunities to choose green products by the 
climate concerned consumers. 

Civil society leadership could lead <Me First> cam-
paign and encourage voluntary PDC of climate concer-
ned consumers. 

Problems of Emission data based on Production/GDP: 
current emission data is calculated from the GDP of 
each country. Under global economy where trade volu-
me is almost near one fourth of global GDP, calculating 
emission solely based on production misses the respon-
sibility of embedded carbon in imported goods. Produc-
tion-based emission of EU reduced near 40% during the 
last 3 decades but consumption-based emission is re-
duced only around 20%. 

Carbon Leakage, not net global reduction: Bulk of the 
mitigation of the Eu is in fact a carbon leakage to deve-
loping countries resulting from the relocation of energy 
intensive industries. In many EU countries, embedded 
carbon emission in their imported goods comes close to 
their production-based emission. In the case of the UK, 
carbon emission embedded in their imports overweighs 
territorial emission inside the UK. The UK is well aware 
about this problem. And the UK is one of the few gover-
nments that publishes consumption-based emission 
data. According to a study entitled Growth in emission 
transfers via international trade from 1990 to 2008, 
“the net emission transfers from non-Annex B to An-
nex B has grown from 0.4 Gt CO2 in 1990 to 1.6 Gt CO2 in 
2008 (17% per year average growth) . . . . Because esti-
mated Annex B emission reductions from 1990 to 2008 
are only -2%, representing 0.3 Gt CO2, the net emission 
transfers from non-Annex B to Annex B countries is 
520% higher in 2008. Cumulatively, we find that inter-
national trade has relocated 16 Gt CO2 from Annex B to 
non-Annex B countries from 1990 to 2008. If historic 
trends continue linearly . . . , the net emission transfers 
from the group of non-Annex B countries to Annex B 
countries will be around 2.3 Gt CO2 per year in 2020, re-
presenting 16% of Annex B emissions in 1990.”  (Glen 
P. Peters et al., April25 2011). “Annex B countries” are 
developed countries listed in Annex B of the Kyoto Pro-
tocol with specified emission reduction targets, while 
“non-Annex B countries” are developing countries not 
listed in Annex B of the Kyoto Protocol. In other words, 
carbon leakage from developed to developing countries 
is five times greater than the production-based mitiga-
tion of developed countries.

The case of the UK shows a dramatic con-
trast. According to UK Government data, GHG 
(greenhouse gas) emissions embedded in im-
ported goods and services to the UK have been 
consistently greater than GHG emissions from 
UK-produced goods and services consumed by 
UK residents since 2002. In other words, terres-
trial GHG emissions of the UK are smaller than 
GHG emissions embedded in imported goods 
and services during the last two decades.

According to a study entitled Consumption-based GHG 
emission accounting: a UK case study, “growth in con-
sumption-based GHG emissions grew by 20% between 
1990 and 2008, followed in 2008–2009 by a 9% reduc-
tion, predominately due to the global financial crisis . . 
. . The UK GHG emissions reported to the UNFCCC (i.e. 
their ‘territorial emissions’) show a 27% reduction 
in territorial GHG emissions between 1990 and 2009, 
which represents an annual decline of around 1.4% per 
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annum. GHG emissions are 212 million tonnes lower in 
2009 than in 1990, and the UK Government achieved its 
target established under the Kyoto Protocol. The pro-
duction-based GHG emissions reduced by 24%. There 
has thus been a greater reduction in emissions as ac-
counted for under the Kyoto Protocol than in those that 
are not. . . . From a consumption perspective, the UK’s 
GHG emissions rose at a rate of over 1% per annum be-
tween 1990 and 2008 (with a 9% reduction from 2008 to 
2009). These figures stand in stark contrast to the 1.4% 
decrease each year in territorial GHG emissions. The gap 
between consumption-based and territorial emissions 
has continued to grow year on year with the exception 
of 2009 (when a comparatively large reduction was re-
corded)” (Barrett et al., 2013, p. 454).

“The UK has adopted a consumption-based emis-
sions system as an official government indicator and . 
. . a number of statistical offices and other government 
agencies have started to calculate consumption-based 
emissions, predominately in Europe, Australia, and Ca-
nada. However, these are rarely treated as ‘official sta-
tistics’ and few countries, with the exception of Austra-
lia . . . and the UK, have committed to either annually 
updating the indicator or providing an official statistical 
release of the data . . .” (Barrett et al., 2013, p. 453).

It is ironic that only China is blamed for the emissions 
of their energy-intensive manufactured goods exported 
to developed countries, while consumers of developed 
countries using imported energy-intensive goods from 
China are not responsible for the emissions of their im-
ported goods. 

Current global climate regime based on emission from 
GDP unilaterally finger points the responsibility of ex-
porting countries while missing the responsibility of 
the consumers in importing countries. For global net 
reduction, emission data has to be calculated based on 
consumption which should include imported goods. 
Consumers in importing countries have to bear the 
responsibility not the exporting companies. Improving 
carbon efficiency of production pattern of exporting 
countries is not enough. Consumption pattern has to be 
carbon efficient as well. 

Strong political resistance for fear of GDP reduction: 
Emission mitigation is strongly corelated with the fear 
of GDP reduction. As the emission data is based on GDP, 
mitigation is perceived as reduction of GDP which is po-
litically difficult to accept. This is the underlying root 
cause why politicians are quite scared in pushing for 
decisive actions for mitigation.

SOLUTION:

a. A study to put sustainable consumption as an 
agenda for global climate regime by compiling 
consumption based emission data to be launched: 

b. A global discussion on how the consumers of 
imported goods could share the responsibility 
needs to be launched. 

KEY RECOMMENDATIONS FROM CLUB DE 
MADRID: 

For political leadership: To request IPCC, UN-
FCCC and related organizations and acade-
mia to initiate a study on consumption-based 
emission data and methodology on how to 
standardize calculations.   

To request Governments to initiate publishing 
consumption-based emission data and design 
policy options that could improve the carbon 
efficiency of their consumption patterns.  
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Problem of the negative messages from the Mitiga-
tion-Growth scenarios: 

Scenarios on the impact on mitigation on growth based 
on general equilibrium models churned out numerous 
negative messages that mitigation will reduce econo-
mic growth. These scenarios are deeply imprinted in the 
minds of politicians, business leaders and the general 
public. 

Just before the opening of the Paris Climate conferen-
ce in 2015, a negative message by Bjorn Lomborg that 
shook the world argued that “policies that would at-
tempt to achieve reductions of 2 °C or 1.5 °C. This would 
be a devastating policy for the world, eradicating at 
least $250 trillion in welfare, or 5.4% of all future glo-
bal GDP” (Lomborg, 2020, p. 2). “NDC of the US will re-
sult in $154 to $172 billion annual GDP loss based on the 
EMF24 model of the Stanford Energy Modelling Forum 
while US GDP in 2022 stands at 25,462.70 billion; NDC 
of EU will result in 1.6% of GDP loss in 2030 based on 
the EMF28 model of the Stanford Modelling Forum; ba-
sed on Asia Modelling Exercise <AME>, China can redu-
ce 1.9Gt CO2 for about $200 billion in annual GDP loss; 
based on the CLIMACAP-LAMP project that estimated 
costs throughout Latin America and the peer-reviewed 
analysis for Mexico . . . , Mexican cost in 2030 is about 
4.5% of GDP or about $80 billion annually” (Lomborg, 
2020, p. 22).

IPCC AR 5 summarized that mitigation scenarios rea-
ching atmospheric concentrations of about 450 ppm 
CO2eq by 2100 entail losses in global consumption of 
1 per cent to 4 per cent (median: 1.7 per cent) in 2030, 
2 per cent to 6 per cent (median: 3.4 per cent) in 2050, 
and 3 per cent to 11 per cent (median: 4.8 per cent) in 
2100 relative to consumption in baseline scenarios that 
grows anywhere from 300 per cent to more than 900 per 
cent over the century. 

Though the AR5 of IPCC tried to argue that negative im-
pact on growth will be marginal and small compared 
to the expected consumption growth of 300 to 900 per 
cent, but what is imprinted in the minds of the politi-
cians is the negative trade-off between mitigation and 
growth. 

These strong negative perception blocks proactive 
approach for mitigation and Net Zero 2050 actions. 
Unless these negative perceptions are reversed, it will 
be difficult to mobilize political momentum for real 
action for clean energy transition.

A critical lesson we should draw from the numerous 
studies based on cost-benefit analysis is that simply 
arguing that early action can save huge damage in the 
long run is not enough to mobilise global climate action. 

Cost-benefit analysis has two intrinsic limitations. 
Firstly, cost-benefit analysis is a tool primarily desig-
ned for short to medium-term analysis, not long-term. 
Second, counting climate action as cost is an intrinsic 
problem. It should be treated as investment, not cost. 
Clean energy transition could be counted as cost in the 
short run, but it is an investment if we take a long-term 
perspective. Now is the time to shift from short-term 
cost-benefit analysis towards long-term multiplier 
effects of clean energy transition investment.

The passive message based on cost-benefit analyses 
asking people to sacrifice short-term interests to avoid 
future damage is not enough. Rather, we have to come 
up with a more proactive discourse that USD 1 invested 
in climate now will generate USD 5-20 investment re-
turn in the near- to medium-term. We badly need this 
kind of positive message to mobilise political commit-
ment and social support.

RECOMMENDATION 3
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This is why we need to focus more on the investment 
multiplier effect of USD 1 spent now, rather than on 
cost-benefit analyses. New climate-economy thinking 
should focus on how to maximize the multiplier effect 
of money spent for the clean energy transition, and pre-
sent the message that such a clean energy transition is 
an opportunity for growth and job creation. New positi-
ve messages are already starting to come forward.

An IMF Working Paper entitled Mitigating Climate 
Change: Growth-Friendly Policies to Achieve Net Zero 
Emissions by 2050 in July 2021 presented a finding from 
the G-Cubed global macroeconomic model that “. . . an 
initial green investment push combined with initially 
moderate and gradually rising carbon prices can deliver 
the needed emission reductions at reasonable output 
effects. The policy package has a net positive impact on 
global output for the initial 15 years, raising output on 
average by about 0.7 percent of baseline global GDP each 
year. . . . preannounced and gradually rising carbon pri-
ces are an essential policy to deliver the quick and subs-
tantial reductions in carbon emissions required to reach 
net-zero emissions by 2050” (Jaumotte et al., 2021, p. 
6). This IMF working paper shows that depending on 
the assumptions, long-term estimates of GDP growth 
can change anywhere, from minus to positive numbers.

The OECD (Organisation for Economic Co-operation 
and Development) report entitled Investing in Climate, 
Investing in Growth released in May 2017 prepared in 
the context of the German Presidency of the G20 sum-
marised that “with the right policies and incentives 
in place – notably strong fiscal and structural reform 
combined with coherent climate policy – governments 
can generate growth that will significantly reduce the 
risks of climate change, while also providing near-term 
economic, employment and health benefits. Such a cli-
mate-compatible policy package can increase long-run 
GDP by up to 2.8% on average across the G20 in 2050 re-
lative to a continuation of current policies. If the positive 
impacts of avoiding climate damage are also taken into 
account, the net effect on GDP in 2050 rises to nearly 5% 
across developed and emerging economies of the G20” 
(OECD, 2017, p. 15). 

Green Growth was pioneered in 2005 to support positive 
mitigation-growth scenarios. However, green growth is 
still regarded as anecdotes not as economy-wide syste-
mic paradigm for long term growth and mitigation.

A number of meaningful developments were made in 
spreading the idea of a win-win synergy of the clima-
te and economy; the establishment of the GGKP (Green 
Growth Knowledge Partnership), GGGI (Global Green 
Growth Institute), GGSD Forum (Green Growth and 
Sustainable Development Forum) of the OECD, Inclusi-
ve Green Growth of the World Bank, the Global Green 
Growth Forum by Denmark, Green Growth Alliance by 
South Korea and Denmark, the New Climate Economy 
Report by the Global Commission on the Economy and 
Climate, etc.

In spite of these developments, it is hard to deny that 
current global climate-economy discourse is still do-
minated by the negative messages of trade-off and ze-
ro-sum game between the climate and the economy.

SOLUTION: NEGATIVE MITIGATION-GROWTH 
SCENARIOS HAVE TO BE REPLACED BY POSI-
TIVE WIN-WIN SCENARIOS THAT MITIGATION 
WILL DRIVE UP HIGHER GROWTH AND JOB 
CREATION. 

a. Static general equilibrium models that produce 
negative mitigation-growth scenarios have to be 
complemented with the dynamic general equili-
brium models that could produce positive win-
win synergy mitigation-growth scenarios

b. Conventional cost-benefit analysis on miti-
gation should be complemented with the invest-
ment multiplier effects of clean energy spending. 

c. Further consider New Climate Economics that 
supports the paradigm that mitigation and Net 
Zero 2050 is an opportunity for economic grow-
th<Green Growth>
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KEY RECOMMENDATIONS FROM CLUB DE MADRID; 

For political leadership: To request relevant organiza-
tions such as the OECD, IMF, World Bank etc. and aca-
demia to work on dynamic positive mitigation-growth 
scenarios, focus on investment multiplier effects rather 
than static cost-benefit analysis. 

To resist extreme short-term perspective that regards 
mitigation as cost but embrace long-term perspective 
that positively treat clean energy transition as invest-
ment for future growth, job creation and industrial com-
petitiveness.  

For business leadership: To support studies on how mi-
tigation can provide opportunities for innovation, R&D, 
create blue ocean of new services, products and new 
market, thus ultimately stimulate growth potentials.

 To grasp proactively Net Zero 2050 as opportunities for 
future growth rather than to resist clean energy trans-
formation.

To support initiatives to spread out positive messages 
about mitigation-growth scenarios 

For civil society leadership: To initiate social campaign 
that Net Zero 2050 is an investment for long term growth 
and job creation and to encourage to focus on long term 
perspectives rather than short term perspective that 
looks at mitigation as cost and burden and provide po-
litical support for NDC and disseminate PDC across the 
society.



24

Limitations of focusing on mobilizing finance 
and technology without internalizing carbon pri-
ce/carbon pricing

Current global climate regime focuses primarily on 
mobilizing finance and technology is experiencing 
uphill battle even with the numerous initiatives 
such as Green Climate Fund, Green Bond, and le-
veraging climate financing with public and Multi-
lateral Development Bank loans. Discussions and 
agenda of the COPs of UNFCCC have been domina-
ted by finance and technology. 

Fundamental reason these climate finance-tech-
nology focused approach is facing slow progress 
and difficulty is the fact that the price of carbon is 
not right. In other words, market price of energy 
does not internalize the real cost of clean energy. 

It is a well-known fact and all economists agree 
that the carbon pricing is the most effective poli-
cy option that could facilitate clean energy transi-
tion. Former President Francios Hollande promised 
to initiate “Coalition of like-minded countries for 
carbon pricing” after the historic adoption of the 
Paris Climate Agreement in 2015. However, this 
promise did not materialize due to deep-rooted 
fear that carbon pricing will be politically and so-
cially difficult to implement. 

SOLUTION:

To provide policy options and measures that 
could internalize carbon price gradually and step 
by step without causing sudden shocks and bur-
den on the economy, business and the people.

Carbon tax is not the only policy option for carbon 
pricing. In the minds of politicians, business and 
people, carbon pricing means carbon tax. But there 
are many other policy options that could internali-
ze carbon price such as SCC<Social Cost of Carbon> 
and ecological tax reform<ETR: shifting tax base 
from income to carbon> even before carbon tax is 
introduced. 

Applying SCC and initiating ETR in a gradual and 
sequenced fashion can improve carbon efficien-
cy of production and consumption patterns while 
stimulating investment for clean energy transition 
and green infrastructure such as mass transit for 
private car-less mobility system. 

ETR is supposed to bring about Double Dividend 
hypothesis; reducing emission while driving up 
growth and job creation which could be a strong 
tool for green growth mentioned above.

PDC and Me First campaign suggested above is in 
fact a first step to sensitize consumers for the need 
to pay carbon price. PDC is an attempt to introduce 
carbon pricing without resorting to mandatory im-
position of real price of clean energy but harnessing 
voluntary willingness of concerned consumers. 

RECOMMENDATION 4
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KEY RECOMMENDATIONS FROM CLUB DE MA-
DRID

For political leadership: To recommend all Gover-
nments to apply SCC in their major investment de-
cisions and to initiate ETR and experiment double 
dividend hypothesis.

To request relevant international organizations 
such as the OECD, World Bank, Multilateral Deve-
lopment Banks etc. to initiate researches on carbon 
pricing on growth, job creation and trade. 

For business leadership: To join the study on SCC 
and ETR and proactively embrace carbon pricing 
policy options because ultimately it is the business 
that will benefit most from carbon pricing initiative 
since carbon pricing is an attempt to share the bur-
den of clean energy transition with the consumers.

For civil society leadership: To join the initiatives 
for SCC and ETR and facilitate the consumer accep-
tance of carbon pricing. 
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FINAL POSITION BRIEFING OF THE 
BUSINESS LEADERSHIP WORKING 
GROUP FOR CLIMATE NEUTRALI-
TY TOWARDS A JUST TRANSITION IN 
GLOBAL SUPPLY CHAINS

FINAL POSITION PAPER W.G.2 BUSINESS LEADERSHIP AND CASE STUDIES

The COP28 global stocktake is unequivocal: the world is dangerously off-course to reach the 
1.5ºC goal from the Paris Agreement. Under current national commitments, the earth will 
warm by an estimated 2.4-2.7 degrees centigrade by 2100. The stocktake also highlights the 
important role that businesses and other non-state actors have in supporting national efforts 
against climate change. The IPCC states that we need to cut at least 45% of greenhouse gas 
(GHG) emissions from 2010 levels by 2030 to avoid the worst consequences of global warming. 
This will require a significant mobilisation of resources from the private sector to not only redu-
ce emissions of a company’s controlled activities, but also of the entire global supply chain that 
makes business possible. 

Across all sectors, scope 3 (indirect) emissions are on average 75% to 80% of a company’s total 
emissions. In some sectors, downstream scope 3 emissions are fundamental to address: in the 
financial services, “financed and investment emissions” are 700 times higher than direct emis-
sions, and in oil and gas, “use of sold products emissions” are more than 80% of total emissions 
(see Graph nº1). For other sectors, supply chain emissions (upstream scope 3) are key to their 
decarbonisation, representing an average of 11.4 times more than the sum of scope 1 and 2 
emissions (see Graphs nº2 and 3). 

This briefing focuses on supply chain emissions and showcases some good practices from 
corporates to measure, manage and reduce them. A recent report from CDP finds that only 
36% of companies that report their GHG emissions under this initiative do so for their purchased 
goods and services, which is usually the most material category of upstream scope 3. Further-
more, only 5% of companies have Science Based Targets initiative (SBTi) validated near-term 
targets for scope 3 that are 1.5°C-aligned, while less than 1% have SBTi-validated net-zero tar-
gets. Recent findings have revealed that most companies with scope 3 targets are not on track to 
reach them due to a lack of  implementation of measures or slow progress in doing  so.

The cost of decarbonising the top eight value chains that account for 50% of global GHG emis-
sions would add as little as 1% to 4% to end-consumer costs in the medium term. Efforts to de-
carbonise a company’s supply chain should not be seen as a cost, but as an economic oppor-
tunity to invest in the resiliency of its suppliers, guarantee the security of supply, add value 
to products and services, contribute to quality employment and inclusive development in the 
communities where the company operates and, ultimately, meet its net zero targets.

https://unfccc.int/topics/global-stocktake
https://www.ipcc.ch/sr15/chapter/spm/
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://cdn.cdp.net/cdp-production/cms/guidance_docs/pdfs/000/003/504/original/CDP-technical-note-scope-3-relevance-by-sector.pdf?1649687608
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.lseg.com/content/dam/ftse-russell/en_us/documents/research/solving-scope-3-conundrum.pdf
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.lseg.com/content/dam/ftse-russell/en_us/documents/research/solving-scope-3-conundrum.pdf
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://cdn.cdp.net/cdp-production/cms/reports/documents/000/006/918/original/CDP-Supply-Chain-Report-2022.pdf?1678870769
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://wasaction.com/uploads/eventos/english-998-23051308-was-informe-2023-lma-es-en-ebrochure-lo.pdf
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://wasaction.com/uploads/eventos/english-998-23051308-was-informe-2023-lma-es-en-ebrochure-lo.pdf
https://www.bcg.com/press/21january2021-supply-chain-decarbonization-offers-a-game-changing-opportunity-to-fight-climate-change
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Climate inaction across the supply chain risks the 
effective decarbonisation of the world economy, 
against the recommendations of scientists and inter-
national best practices. The United Nations High-level 
Expert Group on the Net Zero Emissions Commitments 
of Non-State Entities published at COP27 the Integri-
ty Matters report that recommends large companies 
to measure, report and reduce their scope 3 emissions. 
At COP26, some of the undersigned companies also 
supported the Spanish Green Growth Group Guide on 
Twelve Key Steps for Companies Delivering Net Zero 
Emissions, which recommends setting short, medium 
and long term quantitative targets for all categories of 
scope 3 emissions and elaborating a climate action plan 
to reduce them in line with the 1.5ºC goal. Global initia-
tives have begun to set their attention on supply chain 
emissions to explore best practices for decarbonisation 
and mobilise all stakeholders involved, such as the Glo-
bal Alliance for Sustainable Energy or the CDP Supply 
Chain Platform.

Putting in practice the recommendations from these 
global initiatives will require corporates to engage with 
hundreds and even thousands of suppliers so that they 
align with the company’s own decarbonisation targets. 
A key barrier to address in this process is that small and 
medium enterprises (SMEs) make up a significant part 
of a corporate’s supply chain (from 50% to 80% of su-
ppliers based on estimates from this paper’s case stu-
dies, as seen in the Annex). According to several coun-
try reports in Spain, the UK and OECD countries, SMEs 
either want or feel pressurised to get involved in the 
world’s decarbonisation efforts but they typically lack 
the financial resources and knowledge to calculate their 
carbon footprint and follow up with a robust plan to re-
duce it.

The Integrity Matters report recommends that large 
companies establish support programs for their SME 
suppliers to facilitate access to finance and technolo-
gies to assist them in collecting climate data and im-
plementing transition plans. These efforts are critical to 
achieving a just transition of the economy, as SMEs ac-
count for more than 90% of global businesses and con-
tribute to more than 50% of employment. In collabo-
ration with their SME suppliers, large companies can 
elaborate climate plans that integrate a just transition 
strategy across the supply chain to guarantee that the 

local communities rip the economic benefits of the eco-
logical transition in their region.

Since the trajectory from suppliers setting their clima-
te targets to actually implementing them towards sig-
nificant results can take years, large companies need 
to start acting now. For this purpose, the 1.5ºC Supply 
Chain Leaders initiative from the SME Climate Hub 
emerges as a key platform to mobilise action and en-
gagement with suppliers, providing them with a tar-
get-setting and reporting framework, as well as tools 
and training to assist in this process. Similar initiatives 
that look to support supply chains in their decarboni-
sation have already been created with a more sectoral 
approach, such as the Fashion Industry Charter for Cli-
mate Action (FICCA).

New regulatory frameworks are pushing for grea-
ter corporate climate accountability to address cu-
rrent gaps in supply chain emissions management. At 
COP28, the Taskforce on Net Zero Policy was launched 
which aims to align global policy, transitioning from 
voluntary initiatives by early adopters to regulated re-
quirements for achieving net zero, ensuring accounta-
bility and a level playing field. This shift will transform 
best practices from leading corporations into the norm 
rather than exceptions.

The European Union takes a leading role in the regu-
latory landscape with its comprehensive sustainable 
finance package, incorporating key norms such as the 
already implemented EU Taxonomy, the Sustainable Fi-
nance Disclosure Regulation (SFDR) and the upcoming 
European Sustainability Reporting Standards (ESRS) as 
part of the Corporate Sustainability Reporting Directi-
ve (CSRD). These standards are scheduled to apply in 
the fiscal year 2024 for EU companies with more than 
500 employees and in 2025 for those with more than 
250 employees. The CSRD mandates these companies 
to report on their scope 1, 2, and 3 emissions, and dis-
close any transition plans aligning with the 1.5oC goal. 
Mandatory reporting for non-EU companies operating 
in the EU and for sector-specific standards in some sec-
tors will begin in 2026. The ESRS standard is developing 
a Voluntary ESRS for SMEs that includes scope 1 and 2 
reporting.

chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.un.org/sites/un2.un.org/files/high-level_expert_group_n7b.pdf
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.un.org/sites/un2.un.org/files/high-level_expert_group_n7b.pdf
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://grupocrecimientoverde.org/wp-content/uploads/2021/11/Guide_12_KEY_STEPS_FOR_COMPANIES_DELIVERING_NETZERO_EMISSIONS_GECV.pdf?utm_source=web&utm_medium=boton
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://grupocrecimientoverde.org/wp-content/uploads/2021/11/Guide_12_KEY_STEPS_FOR_COMPANIES_DELIVERING_NETZERO_EMISSIONS_GECV.pdf?utm_source=web&utm_medium=boton
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://grupocrecimientoverde.org/wp-content/uploads/2021/11/Guide_12_KEY_STEPS_FOR_COMPANIES_DELIVERING_NETZERO_EMISSIONS_GECV.pdf?utm_source=web&utm_medium=boton
https://sustainable-energy.eco/
https://sustainable-energy.eco/
https://www.cdp.net/en/supply-chain
https://www.cdp.net/en/supply-chain
https://www.climatestrategy.com/es/informe_24.php
https://www.sage.com/en-gb/company/sustainability-and-society/planet/
https://www.oecd-ilibrary.org/economics/financing-smes-for-sustainability_a5e94d92-en
https://www.hsbc.com/news-and-views/views/hsbc-views/seven-steps-to-tackle-a-usd50-trillion-challenge
https://www.hsbc.com/news-and-views/views/hsbc-views/seven-steps-to-tackle-a-usd50-trillion-challenge
https://www.worldbank.org/en/topic/smefinance#:~:text=SMEs%20account%20for%20the%20majority,(GDP)%20in%20emerging%20economies.
https://www.worldbank.org/en/topic/smefinance#:~:text=SMEs%20account%20for%20the%20majority,(GDP)%20in%20emerging%20economies.
https://smeclimatehub.org/supply-chain-leaders/
https://smeclimatehub.org/supply-chain-leaders/
https://smeclimatehub.org/
https://unfccc.int/climate-action/sectoral-engagement-for-climate-action/fashion-charter
https://unfccc.int/climate-action/sectoral-engagement-for-climate-action/fashion-charter
https://www.unpri.org/news-and-press/leading-international-agencies-form-taskforce-on-net-zero-policy-to-further-hleg-recommendations/11967.article#:~:text=The%20Net%20Zero%20Policy%20taskforce,the%20pace%20of%20climate%20action.%E2%80%9D
https://finance.ec.europa.eu/sustainable-finance/disclosures/sustainability-related-disclosure-financial-services-sector_en
https://finance.ec.europa.eu/sustainable-finance/disclosures/sustainability-related-disclosure-financial-services-sector_en
https://finance.ec.europa.eu/news/commission-adopts-european-sustainability-reporting-standards-2023-07-31_en
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32022L2464
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32022L2464
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.europarl.europa.eu/meetdocs/2014_2019/plmrep/COMMITTEES/JURI/AM/2024/01-24/1293041EN.pdf
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.efrag.org/Assets/Download?assetUrl=%2Fsites%2Fwebpublishing%2FMeeting%20Documents%2F2211041503270617%2F04-01%20Issue%20Paper%20-%20Approach%20to%20EU%20Voluntary%20Reporting%20Standard%20for%20SMEs%20outside%20the%20scope%20of%20CSRD%20and%20Appendix%201%20-%20SR%20TEG%2017112022.pdf&AspxAutoDetectCookieSupport=1
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In addition, the Corporate Sustainability Due Diligence 
Directive (CSDDD) is currently being negotiated by the 
EU institutions and will most probably be voted on in 
the European Parliament Plenary in April. The CSDDD 
takes a step further by requiring large companies to 
adopt and implement a transition plan with specific 
targets and measures, leading their value chains to 
climate neutrality by 2050. Recognizing the potential 
indirect pressure on SME suppliers, the CSDDD urges 
large companies to establish support mechanisms for 
them.

Steps towards mandating climate reporting have also 
been taken in other jurisdictions such as Brazil, India, 
South Africa, Japan, Singapore and many others. In 
China, a country that is leading global investments 
in clean technologies, a taxonomy on sustainable fi-
nance has been developed for green bonds. A Common 
Ground Taxonomy  has been issued by the Internatio-
nal Platform on Sustainable Finance to start identifying 
synergies between China’s taxonomy and the EU’s ta-
xonomy. These efforts are moving in the right direction 
to boost global private and public investments to green 
projects. Additionally, China’s Ministry of Ecology and 
Environment issued new rules in 2022 introducing 
mandatory environmental disclosures for domestic en-
terprises, although these do not cover yet scope 3 emis-
sions. More recently, in 2024 China’s stock exchanges 
unveiled new climate reporting rules that do include 
scope 3 emissions for a subset of firms. These rules are 
currently under consultation and would start applying 
in 2025. 

In the United States, the Securities and Exchange Com-
mission has recently approved new climate disclosure 
rules for public US companies and in public offerings. 
While they don’t cover scope 3 emissions, a new Cali-
fornian law has been approved that sets the bar even 
higher. It requires large companies with more than 1 
billion dollars in annual revenues operating in Cali-
fornia to disclose scope 1, 2 and 3 emissions - inclu-
ding all categories related to the supply chain. Scope 3 
obligations will be applicable in 2027.

All these regulatory initiatives are setting the tone in 
the rest of the world where corporate sustainability 
legislation may yet not be as advanced. The Inter-
national Financial Reporting Standards (IFRS) is fo-

llowing this trend towards a greater focus on supply 
chains. The IFRS Sustainability Disclosure Standards 
developed by the International Sustainability Stan-
dards Board (ISSB) have included scope 3 emissions in 
its General Requirements for Disclosure of Sustainabi-
lity-related Financial Information (IFRS S1) and Clima-
te-related Disclosures (IFRS S2), which should kickstart 
significant change in companies that operate in juris-
dictions that endorse the standards. 

A lack of climate coordination between large compa-
nies and their suppliers poses considerable risks for 
the global supply chain. On the one hand, large com-
panies that fail to engage their suppliers may face subs-
tantial challenges in meeting their global commitments 
to climate neutrality (obligations that are increasingly 
evolving into regulatory requirements). On the other 
hand, SMEs and other suppliers unable to meet the sus-
tainability requests of their major clients risk losing 
them, as these clients may explore alternatives in an 
ever more competitive and international market. 

These risks put further strains on an already weakened 
supply chain after the Covid-19 pandemic, the energy 
crisis and inflation, the shortages in critical raw mate-
rials and a lack of talent with multidisciplinary skills for 
emerging industries. At the same time, taking action on 
climate within the business and fostering innovation 
proves to be one of the most effective solutions for 
addressing these supply chain weaknesses: it can re-
sult in the mitigation of energy costs, lower dependency 
on fossil fuels through higher efficiency and the use of 
renewable sources. Additionally, adopting more circular 
and eco-design approaches can lead to a reduced need 
for raw materials. The shift towards sustainable busi-
ness models will necessitate training the local work-
force in acquiring new, complex, and multidisciplinary 
skills. This, in turn, can contribute to higher producti-
vity and added value for businesses, with a positive im-
pact on labour conditions and salaries.

A corollary of the above is that an improved supply 
chain management towards greater sustainability is not 
only beneficial for business and the wider economy, but 
also it is progressively becoming a legal requirement 
across regions. Furthermore, investors and consumers 
are already asking for more ecological, zero emissions 
products and services. 

https://www.consilium.europa.eu/en/press/press-releases/2023/12/14/corporate-sustainability-due-diligence-council-and-parliament-strike-deal-to-protect-environment-and-human-rights/
https://www.consilium.europa.eu/en/press/press-releases/2023/12/14/corporate-sustainability-due-diligence-council-and-parliament-strike-deal-to-protect-environment-and-human-rights/
https://www.esgtoday.com/brazil-to-require-mandatory-sustainability-reporting-from-2026/#:~:text=Public%20companies%20in%20Brazil%20will,CVM)%20and%20Ministry%20of%20Finance.
https://sphera.com/spark/esg-reporting-is-required-for-indias-top-listed-companies/
https://hub.climate-governance.org/Primer/Geography/za
https://www.ey.com/en_jp/sustainability/whats-next-for-japanese-sustainability-disclosure-standards
https://www.aseanbriefing.com/news/singapore-expands-climate-reporting-to-more-industries-in-2024/#:~:text=The%20Singapore%20Exchange%20(SGX)%20will,food%2C%20and%20forest%20products%20industries.
https://www.carbonbrief.org/analysis-clean-energy-was-top-driver-of-chinas-economic-growth-in-2023/
https://www.carbonbrief.org/analysis-clean-energy-was-top-driver-of-chinas-economic-growth-in-2023/
https://www.oecd-ilibrary.org/sites/5abe80e9-en/index.html?itemId=/content/component/5abe80e9-en
https://www.oecd-ilibrary.org/sites/5abe80e9-en/index.html?itemId=/content/component/5abe80e9-en
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://finance.ec.europa.eu/system/files/2022-06/220603-international-platform-sustainable-finance-common-ground-taxonomy-instruction-report_en.pdf
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://finance.ec.europa.eu/system/files/2022-06/220603-international-platform-sustainable-finance-common-ground-taxonomy-instruction-report_en.pdf
https://www.esginvestor.net/china-issues-new-rule-on-mandatory-environmental-disclosure/
https://www.integralnewenergy.com/?p=36558
https://www.integralnewenergy.com/?p=36558
https://greencentralbanking.com/2024/02/23/china-stock-exchange-disclosure-rules/
https://greencentralbanking.com/2024/02/23/china-stock-exchange-disclosure-rules/
https://www.sec.gov/news/press-release/2024-31?utm_medium=email&utm_source=govdelivery
https://www.sec.gov/news/press-release/2024-31?utm_medium=email&utm_source=govdelivery
https://www.esgtoday.com/california-lawmakers-pass-bill-requiring-companies-to-disclose-full-value-chain-emissions/
https://www.esgtoday.com/california-lawmakers-pass-bill-requiring-companies-to-disclose-full-value-chain-emissions/
https://ghgprotocol.org/blog/statement-new-standard-international-sustainability-standards-board-issb-requires-disclosure
https://ghgprotocol.org/blog/statement-new-standard-international-sustainability-standards-board-issb-requires-disclosure
https://ghgprotocol.org/blog/statement-new-standard-international-sustainability-standards-board-issb-requires-disclosure
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https://www.sciencedirect.com/science/article/abs/pii/S0305048304001343?via%3Dihub
https://www.mckinsey.com/capabilities/strategy-and-corporate-finance/our-insights/investors-want-to-hear-from-companies-about-the-value-of-sustainability
https://www.businessnewsdaily.com/15087-consumers-want-sustainable-products.html
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A set of good practices and recommendations taken from the scientific literature 
and the leading examples of global corporates have been identified and  categorised 
into 9 key steps to achieve supply chain net zero commitments:

1. Improved measurement and reporting of upstream scope 3 emissions throu-
gh greater supplier engagement and the use of the most updated estimation me-
thods and technologies.

Less than 3% of companies reporting under the CDP initiative require their 
suppliers to provide them with climate data. This is the first gap to address 
in companies’ supply chain management as well as the first step to establish 
a continuous conversation with suppliers and begin forging collaborative re-
lationships towards decarbonisation. Among those corporates that are already 
gathering data of their supply chain’s climate impact, the most common me-
thod used is supplier self-evaluation forms on ESG aspects. The environ-
mental section of these forms should request not just the GHG emissions of the 
suppliers, but also other significant impacts - following the thresholds set by 
the EU taxonomy for sustainable activities, these should also include climate 
adaptation, biodiversity, water management, circularity  and pollution. 

ESG forms should look to follow the EU ESRS or recognised global standards 
like those produced by the Global Reporting Initiative (GRI), CDP, the Global 
Compact, the Task Force on Climate-Related Financial Disclosures (TCFD) or 
the ISSB. Note that while ESRS is far more ambitious, it is fully compatible with 
ISSB. Reporting requirements should be proportional for SMEs and follow ad-
justed standards that are already being developed in some geographies (such 
as the voluntary standards from the European Financial Reporting Advisory 
Group).     

Where the data is still missing, the Integrity Matters report asks busines-
ses to explain how they are working to get the data or what estimates they 
are using. Some corporates are leading innovative initiatives to use digital 
technologies like artificial intelligence and machine learning to track and 
estimate the emissions of their suppliers, while also optimising supply chain 
management for better performance.

A recent survey shows that companies see digitalisation as the next step to 
drive climate transparency across their supply chains, but less than 6% of 
respondents have digital tools for measuring the carbon footprint of their 
suppliers. A good practice found among corporations is the creation of online 
carbon footprint calculators to facilitate this task to their suppliers.
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A significant development that would contribute to 
facilitating emissions estimations in supply chains 
is primary data sharing of companies’ emissions 
through centralised and interoperable databa-
se platforms that serve as one stop shops. Some 
of these platforms are currently being developed 
integrating data from different reporting platfor-
ms. Corporates and banks are beginning to test 
their effectiveness.  At COP28, the initiative Cli-
mate TRACE revealed an open emissions database 
of unprecedented granularity. The database inclu-
des emissions data of more than 352 million as-
sets world-wide that represents a significant step 
towards greater global transparency. 

The ultimate goal should be to find a set of compa-
nies that champion the development of these pla-
tforms to guarantee a global record of purchasing 
across supply chains linked to GHG emissions. Cor-
porate alliances should push towards this goal by 
requesting their members to adhere to common 
reporting platforms. As an example, the Fashion 
Industry Charter for Climate Action asks members 
to commit to register their data in CDP Worldwide 
Platform.

To enhance climate transparency across the supply 
chain, corporates should consider committing to 
ensuring that a percentage of their products and 
services are covered by Environmental Product 
Declarations (EPD) or Life Cycle Analysis (LCA). 
This is a useful tool that provides comparable, ob-
jective and third-party verified data of the envi-
ronmental performance of products and services 
and reports it in a standardised format. EPDs take 
into account the life cycle of a product, thus they 
require mobilising suppliers to provide the neces-
sary data for their development. IT and accoun-
ting firms have already started developing carbon 
accounting tools that can also serve to promote 
greater internal transparency across the supply 
chain. These tools link a company’s financial data 
(that is, its costs/purchases and income/sales) to 
GHG emissions. 

Once suppliers’ climate data is gathered, corpora-
tes should provide greater transparency to their in-
terest groups, especially by reporting their supply 
chain emissions and the percentage of suppliers 
that meet their sustainability criteria. An example 
of a good practice in delivering external transpa-
rency is the development of digital platforms that 
allow customers and investors to track suppliers 
and production methods for specific products. 

Ensuring the quality and accuracy of scope 3 data 
is crucial, and third-party verification plays a 
key role in achieving this. Surprisingly, only 35% 
of companies reporting scope 3 emissions under 
CDP choose third-party verification, and among 
them, only 18% report high, reasonable, or mode-
rate assurance. CDP offers a list of recommended 
verification standards for climate reporting, such 
as ISO 14064 and ISAE 3000-1, along with criteria 
for assessing third-party verification standards. A 
noteworthy good practice among corporate climate 
leaders involves implementing regular third-par-
ty assessments for the ESG performance of each 
supplier. This assessment not only aids in risk 
identification but also assists in selecting specific 
sites for auditing and determining improvement 
actions.

2. Science-based scope 3 targets towards net zero 
emissions ahead of 2050 and in line with a 1.5ºC tra-
jectory.

Following the recommendations from the Integri-
ty Matters report and the GECV Best Practice Guide 
presented at COP26 (which gathers recommenda-
tions from more than 25 initiatives and scientific 
literature), scope 3 targets should include short, 
medium and long-term quantitative targets for 
all GHG emissions, reviewed periodically every 
5 years, and aligned with the 1.5ºC goal. Additio-
nally, the use of offsets, emissions credits, carbon 
removals or storage should be reported separately,  
not count for the achievement of interim targets 
and limited to truly residual emissions that cannot 
be further reduced due to technological reasons.
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To guarantee that the decarbonisation trajectory 
set via these targets is aligned with the net zero 
emissions goal before 2050, corporates should 
verify this trajectory with internationally recog-
nised initiatives. The Science Based Targets initia-
tive stands out as the currently most widely used 
reporting framework to validate net zero trajecto-
ries. Other net zero initiatives recognised as part-
ners of the Race to Zero Campaign may also be used 
if they provide accurate and sector-specific verifi-
cation. 

3. Inclusion of climate criteria and thresholds in pro-
curement processes and in contracts with old and new 
suppliers.

Procurement is the main tool in the hands of lar-
ge companies to implement their supply chain 
targets and send the right signals to the market 
that will begin mobilising suppliers on a large 
scale. However, the integration of climate criteria 
and thresholds is still an uncommon practice: only 
3% of companies reporting under the CDP incen-
tivise purchasing departments to manage climate 
issues and only 11% include climate requirements 
in their supplier contracts. One minimum criterion 
that corporates should request from their suppliers 
is the establishment of decarbonisation targets 
aligned with their own trajectory. However, as of 
now, only 0.04% of CDP companies have done so. 

Additional examples of procurement benchmarks 
that can be incorporated into procurement policies 
include achieving a lower carbon footprint com-
pared to similar products, reducing the volume of 
the product to minimise waste generation, utilising 
renewable energy  or recyclable materials, and in-
tegrating environmental management systems and 
certifications, such as EMA or ISO 14001. 

As a first step for companies aiming to integrate 
climate considerations into their procurement pro-
cesses, they should identify and prioritise emis-
sions hotspots in their supply chains. This identi-
fication typically involves a materiality assessment 
achieved through an overall screening of the supply 
chain, followed by the classification of sectors and 
the strategic level of the providers. Once the top 
emitters are determined, large companies should 
kick-start an engagement process focused on 
guiding and assisting them in a decarbonisation 
strategy aligned with their own climate plan. This 
collaborative effort will enable the industry as a 
whole to improve sustainability plans and aggre-
gate data.

This identification process should be followed by 
the introduction of stricter, mandatory procu-
rement criteria for key hotspots and appropriate 
incentives for procurement teams, such as  va-
riable remuneration linked to climate objectives 
and a code of conduct. Incentives can contribute 
to accelerate green procurement and strengthen 
its effectiveness through a phased approach. This 
involves addressing the most contaminating set of 
suppliers first, gradually moving towards the  least 
contaminating, and fostering continuous dialogue 
with them. Additionally, integrating an internal 
carbon pricing mechanism is recommended to 
drive low-carbon purchasing and generate funds 
for supply chain decarbonisation initiatives (see 
Box nº2). 
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BOX Nº1: THE ADVANTAGES OF INTERNAL CARBON PRICING (ICP) FOR 
AN EFFECTIVE AND AMBITIOUS GREEN PROCUREMENT

Some leading companies are already establishing an internal carbon price as an important lever to decar-
bonise their purchases and manage climate risks (see the case study of Telefónica in the Annex). The COP26 
GECV guide recommendation nº 5 highlights the inclusion of carbon pricing mechanisms in climate actions 
plans as a best practice in line with the recommendations from science and the literature. The TCFD defines 
an ICP as “an internally developed estimated cost of carbon emissions, which can be used as a planning tool 
to help identify revenue opportunities and risks, as an incentive to drive energy efficiencies to reduce costs, 
and to guide capital investment decisions.” In other words, ICP puts a value on greenhouse gas emissions, 
to then internalise it in a company’s operations and investments, hence incentivizing low-carbon de-
cision-making. 

Different types exist, with the most common form being a shadow price. This type introduces a carbon value 
as an additional criterion in investment analysis during the calculation of the internal rate of return. The 
carbon value is integrated into each investment decision and applied to resulting GHG emissions, making 
assumptions the same way as with exchange rates or commodity prices. 

A shadow price can be integrated in purchasing decisions for equipment, materials and other products, 
thus favouring the least polluting ones. According to the World Business Council for Sustainable Deve-
lopment (WBCSD), for an ICP to be effective at reducing scope 3 emissions, a company should integrate 
it into procurement tenders, investment evaluations, and product development processes, “starting with 
pilot projects focused on high-impact areas and scaling up, while prioritising based on business value”. This 
should be accompanied by “complementary policies, targets and effective carbon accounting, ensuring a 
comprehensive approach to emissions reduction.”

Another commonly used ICP is a carbon fee, which adds a cost to GHG emissions in relation to operatio-
nal costs. This increases operating expenses which: i) create an internal pool of funds that allows for inter-
nal financing for emission reduction projects, low carbon products and services and R&D, and ii) provides 
monetary incentives to shift towards a more sustainable business model. As an example of how this pool of 
funds could be useful for supply chain decarbonisation, it could be used to foster innovation initiatives in 
collaboration with suppliers and purchase of new technologies for SMEs.
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4. Internal capacity building of procurement teams 
and other relevant departments that manage and deal 
with the supply chains.

Some of the reasons why green procurement is still  
an emerging area in companies include: the wrong 
perception that ecological products and services 
are more expensive, the lack of knowledge about 
how to develop climate criteria, the lack of su-
pport in the management of these new processes 
and the lack of training in procurement teams. 

Establishing training programmes for procurement 
teams is important to equip them with the skills  to 
deal with suppliers and support their decarbonisa-
tion journeys. Training activities should go hand 
in hand with internal communication campaigns 
and awareness-raising events on strategic issues 
for the company, such as the inclusion of environ-
mental and climate-related criteria in the respon-
sible design of products and services. Cross-func-
tional collaboration should also be encouraged 
between different departments within the com-
pany, which could involve setting up a cross-func-
tional team responsible for implementing and mo-
nitoring the company’s green procurement policy.

The ultimate aim of these actions is to foster em-
ployees’ understanding and adoption of internal 
sustainable practices in relation to climate chan-
ge. Overall, increasing employees’ participation in 
the elaboration and implementation of the com-
pany’s green procurement strategy is a significant 
and underused lever to build procurement mana-
gers’ capacity in climate-related matters and, in 
turn, support supply chain management. 

Finally, companies should develop support tools 
for their procurement staff to aid in the appli-
cation of climate requirements and tracking su-
ppliers’ progress. Some examples include tools 
and guides for climate diagnosis (to better analyse 
and verify the self-evaluation forms mentioned in 
recommendation nº1), tools for evaluating regional 
legislative frameworks and market trends (ena-
bling differentiated engagement with suppliers 
based on their location) and automated data pro-
cessing tools using a set of performance indicators 
to facilitate tracking a supplier’s decarbonisation 
trajectory.

5.Activation and support programmes for SME su-
ppliers in order to kickstart their decarbonisation and 
align them with the company’s 1.5ºC trajectory.

Within a multinational company’s supply chain 
are thousands of small and medium-sized enter-
prises (SMEs) that will play a key role in achieving 
the climate goals of their large customers. But in 
most cases, these smaller companies have fewer 
resources and less knowledge for climate action 
compared to large companies. A Climate Strategy 
report based on a survey of more than 300 Spanish 
SMEs released at COP27 concludes that 48% lack 
funding to implement greener practices in their 
businesses and 43% lack knowledge on how to go 
about this process. 58% of SMEs do not even have 
a baseline carbon footprint. Other reports conduc-
ted globally, from the OECD and the UK show very 
similar results.

Only 39% of CDP companies reporting Scope 3 
emissions involve their suppliers in this process, 
covering on average 41% of their supply costs. Ano-
ther study by the World Resources Institute also 
finds a significant lack of support from large com-
panies to their SME suppliers: the analysis of over 
1,000 strategies shows that less than 10% attempt 
to empower SMEs in their green transition.

According to CDP data, from those companies that 
are already in communication with their suppliers, 
24% use engagement and incentives-based ini-
tiatives to influence them in their transition, es-
pecially educational programmes. Another 12% 
organise innovation and collaboration activities 
to promote market changes, such as campaig-
ns that promote decarbonization solutions for the 
products and services offered (further developed in 
our recommendation nº7).

One good practice commonly used among cor-
porates is establishing training programs that 
provide SMEs with the knowledge and tools ne-
cessary to calculate their carbon footprint and 
elaborate plans to reduce it. Many times, these tra-
ining programmes make use of alliances with other 
organisations that can support the development of 
these tools. The 1.5ºC Supply Chain Leaders initia-
tive stands out as it incentivises company-supplier 
collaborations under the SME Climate Hub, an 
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online platform with free tools and courses. The-
se resources are currently being translated, which 
should help amplify their use in non-English spea-
king geographies. The Global Compact has a similar 
supply chain initiative which in collaboration with 
large Spanish companies and financial institutions 
has provided sustainability training to more than 
2.300 SME suppliers from 35 countries (currently 
available in English, Spanish and Portuguese).

However, some suppliers may require more per-
sonalised and sector-specific support. As a step 
forward, some companies have dedicated advi-
sory services that provide technical support for 
those SMEs (and other suppliers) that do not 
meet the minimum standards in their evaluation 
forms and procurement criteria. These services 
can support SMEs in elaborating a robust climate 
action plan that identifies the specific steps and ac-
tions to be taken, the available technologies, where 
the investments can come from for their imple-
mentation and, ultimately, align them with their 
customers’ 1.5ºC trajectory.

To allow for an effective and continuous evalua-
tion of SME suppliers’ decarbonisation plans, cor-
porates have started organising annual (or more 
frequent) open dialogues with them to discuss 
progress and potential adjustments of targets and 
actions. A strengthened engagement should also 
look to involve SME suppliers in the elabora-
tion and evaluation of large companies’ transi-
tion plans and, like this, facilitate a collaborative 
approach in the execution of transition plans that 
are aligned between big clients and suppliers. 
This feedback-based process would ensure that the 
supply chain’s trajectory is adequate to the reality 
of all the players involved and aligned. It will also 
facilitate capacity building in SMEs that can learn 
from the best corporate practices of their bigger 
and more climate-experienced clients.

6.Integrated approaches and collaborations between 
large companies and banks to create finance pro-
grams and opportunities for suppliers.

SMEs from different countries have highlighted the 
lack of financial resources as the main barrier to 
kickstart and deepen their decarbonisation. As the 
cost of financing is increasing with countries rai-
sing interest rates worldwide, SMEs require targe-

ted and innovative financing instruments to faci-
litate investments in the green transition of their 
businesses. Some regions like the EU (with the 
Next Generation funds), China (the global leader in 
cleantech investment) and the US (with the Infla-
tion Reduction Act) have dedicated large amounts 
of public funds to support the green transition. 
However, in some cases,  the processes and requi-
rements to apply to these funds can be complex and 
too stringent for an SME.  

Large companies can support SME suppliers in 
identifying their sustainable financing needs, 
provide liquidity through co-investment colla-
borations and facilitate their access to public and 
private funding. Well-organised dissemination 
activities of the available funding opportunities in 
the region can also be useful in guiding SMEs loo-
king for external support for their climate plans. 
The UK Business Climate Hub stands out as a best 
practice, as it provides a lot of information about 
available sources of funding per region in the coun-
try and categorised by objectives (circularity, ener-
gy efficiency, renewable energy, etc.).

Most SMEs receive external financial support 
from public and private banks, who  can be key 
allies by providing finance products with lower 
interest rates and other benefits. Leading cor-
porations have already started establishing colla-
borative programmes with regional banks to fund 
decarbonisation measures in their SME suppliers. 
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BOX Nº2: A SUPPLY CHAIN FINANCE APPROACH TO ACTIVATE SME DECAR-
BONISATION

Banks have already identified the reduction of supply chain emissions as an opportunity to leverage their sustai-
nable finance commitments and achieve decarbonisation objectives set at portfolio level. In their engagement with 
corporate clients, banks aim to design the optimal finance solutions enabling clients to meet their net-zero targets. 
When addressing supply chain scope 3 emissions, where corporates have less control on reductions, facilitating 
suppliers’ access to finance becomes a key lever.

As an example of one of the members of this Working Group: The Spanish Banco Bilbao Vizcaya Argentaria (BBVA) 
has developed a supply chain finance product known as “confirming” or “reverse factoring” to support large 
companies in mobilising SME suppliers. Several companies have already begun using BBVA’s confirming program-
me in Spain, Peru, Mexico and Colombia.

BBVA’s confirming product is integrated in a two-phase programme focused on, first, providing assistance to 
clients in designing their supply chain strategy, which includes measuring their scope 3 emissions, defining their 
suppliers emissions profile, identifying priority areas towards net zero, and designing a climate action plan. Second-
ly, BBVA supports clients in executing this plan with a sustainable confirming product accompanied by techni-
cal assistance to suppliers to develop sustainable investment strategies. For suppliers BBVA offers a wide range of 
financial products with better conditions for investment in self-consumption, energy efficiency, the creation of 
PPAs, among others.

BBVA’s confirming products classify suppliers into various pricing tiers based on their sustainability progress. 
Best-performers get more favourable price conditions for the finance products they wish to access. The purpose 
is to incentivise the worst-performing suppliers to further their decarbonisation efforts. Even those suppliers can 
access the confirming products but under less favourable conditions.

Some examples of companies that have already used this programme are: 

· Acciona (Spain): 15 million euros to pay suppliers in the construction and operation of a waste to energy gene-
ration plant in Scotland. A total of 25 European suppliers will be able to get advanced payments for their work 
in this infrastructure.

· Holcim (México): 2.300 million pesos that will touch upon at least 2.2000 suppliers to foster their sustainable 
transition.

· CEMEX (México): 1.600 million pesos so that at least 3.000 suppliers will get preferential conditions in finance 

products. These suppliers need to certify an RSC conduct following ISO 26000.

7. Innovation initiatives and integration of clean te-
chnologies across supply chains, in particular pro-
moting collaboration in hard-to-abate industries.

Many clean technologies are already commercially 
available for use in businesses, such as solar panels, 
electric vehicles, machinery with higher efficien-
cy rates, among others. To overcome the financial 
barrier, SMEs have identified the need for exter-
nal support to help buy and use these technologies 
effectively (this is the second most significant need 
identified by 24% of SMEs surveyed in the UK). 
Large companies can support these types of invest-
ments through initiatives that facilitate accessible 
and cheap financing like those highlighted in point 
nº 6. 

Other clean technologies that target hard-to-abate 
industries and sectors need further development, 
such as green hydrogen, long duration energy sto-
rage or sustainable aviation and maritime fuels. In 
these cases, large companies have the opportunity 
to kickstart collaborative research and develop-
ment initiatives with SME suppliers, which tend to 
be more flexible in the integration of new processes 
and are open to innovation. Cooperating with ini-
tiatives focused on SME innovation, like UNIDO’s 
Global Cleantech Innovation Programme, could 
help provide the frame and resources for this coo-
peration. To further incentivise innovation across 
the supply chain in the long term, some corpora-
tes are including as green procurement criteria the 
adoption by suppliers of research policies to deve-
lop products with high environmental standards.

https://www.bbva.com/es/sostenibilidad/acciona-cierra-una-linea-internacional-de-supply-chain-finance-sostenible-de-la-mano-de-bbva/
https://www.bbva.com/es/mx/sostenibilidad/bbva-mexico-apoya-a-holcim-mexico-a-impulsar-proveedores-sostenibles/
https://www.europapress.es/economia/finanzas-00340/noticia-bbva-mexico-ofrece-cemex-linea-factoring-impulsar-practicas-sostenibles-proveedores-20221103164427.html
https://www.sage.com/en-gb/company/sustainability-and-society/planet/
https://www.unido.org/GCIP
https://www.unido.org/GCIP
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Some corporates are now recognising the benefits 
of covering the green premium associated with  
breakthrough clean technologies. This approach 
facilitates a realistic decarbonisation trajectory for 
the entire supply chain while also tapping into the 
economic opportunities of innovation. The First 
Movers Coalition stands out as an initiative in which 
companies commit to using their purchasing power 
to create early markets for innovative clean tech-
nologies across eight hard-to-abate sectors (avia-
tion, shipping, steel, trucking, aluminium, carbon 
dioxide removal and cement & concrete). Activities 
carried out include organising supplier workshops 
to connect members with suppliers to ensure a su-
fficient supply of these technologies by 2030. Ad-
ditionally, the coalition hosts best practice sharing 
sessions and engages  with financial players to de-
risk members’ purchases and/or investments. 

8. Just transition strategies to guarantee climate 
adaptation and other Sustainable Development Goals 
across the supply chain and its geographies.

Large companies can take advantage of different 
levers to make sure that their supply chain clima-
te commitments are also linked to other social and 
governance goals. As a first step in the procurement 
process, the use of self-evaluation forms should 
integrate all ESG aspects that can serve as filters 
to ensure that suppliers meet the minimum crite-
ria in each of the environmental, social and gover-
nance sections. Some corporates have assigned a 
minimum punctuation to each of these categories 
so that, if a supplier fails in any of them, they will 
not be hired, or an improvement plan would be put 
in place. This improvement plan should be accom-
panied with support to suppliers on how to take 
into account the social impact of their transition, 
including promoting local supply chains, applying 
labour and human rights and environmental due 
diligence.

Establishing an integral just transition plan should 
be the ultimate goal. Given that supply chains are 
distributed across different regions, integrating a 
local approach towards inclusive development will 
be key. The communities in those regions should be 
able to reap the benefits of their business fabric’s 
ecological transition. Partnerships with local SMEs 
can help in the capacity-building of the workforce, 
the transfer of know-how to foster a greener en-
trepreneurial ecosystem and the creation of quality 
jobs in clean sectors. 

Additionally, engagement with the local gover-
nment in the frame of the just transition strategy 
will be key to take into account the decarbonisation 
path of the region in question - in particular diffe-
rences in the application of climate standards and 
compliance. This engagement should look to put in 
place the right policymaking to foster the necessary 
local conditions for a successful just transition.

Another critical point that corporates should deve-
lop further within their just transition strategies is 
climate adaptation. In a survey by PWC, over 50% of 
CEOs mentioned risks posed to their global supply 
chains by climate change as one of their primary 
concerns. Global warming is bringing more intense 
and long-lasting severe weather events and is also 
resulting in rising sea levels that will disrupt busi-
ness activity. At the same time, climate change and 
misguided adaptation action can cause resource 
scarcity that would negatively impact jobs and lead 
to significant health, hunger and other social crises 
and conflict. Therefore, just transition strategies 
should address both the physical risks to supply 
chains and the impacts of the company’s adapta-
tion responses. This holistic risk management will 
result in mutually reinforcing co-benefits for the 
company, workers and society overall. Several gui-
des and best practices have already been identified 
for this purpose. 

9. Policy support at the national, regional and global 
levels for greater corporate ambition in the just tran-
sition of supply chains.

While the recommendations outlined above are 
reflected in some climate strategies of global cor-
porates, they still need to shift from being the ex-
ception to the norm if we want to accelerate the 
climate transition in line with science. This is whe-
re government policy plays a critical role. Policy 
should set the minimum standards of corporate 
action that will support the achievement of the 
1.5ºC goal while also levelling the playing field 
and incentivising further ambition with rewards 
for the first movers (such as incentives for greater 
R&D investment in breakthrough technologies and 
other innovative initiatives in the supply chain in 
partnership with SMEs and relevant stakeholders). 
The new Taskforce on Net Zero Policy launched 
at COP28, as well as regional initiatives to foster 
transparency and reduce scope 3 emissions such as 
those in the EU and the US, are all welcome as key 
levers to push for this ambition.

https://breakthroughenergy.org/our-approach/the-green-premium/
https://initiatives.weforum.org/first-movers-coalition/
https://initiatives.weforum.org/first-movers-coalition/
https://www.pwc.com/gx/en/issues/c-suite-insights/ceo-survey.html
https://www.ramboll.com/en-us/protecting-supply-chain-operations-in-the-face-of-climate-change
https://www.ramboll.com/en-us/protecting-supply-chain-operations-in-the-face-of-climate-change
https://adaptationwithoutborders.org/knowledge-base/adaptation-without-borders/just-transition-for-climate-adaptation-a-business-brief/
https://adaptationwithoutborders.org/knowledge-base/adaptation-without-borders/just-transition-for-climate-adaptation-a-business-brief/
https://adaptationwithoutborders.org/knowledge-base/adaptation-without-borders/just-transition-for-climate-adaptation-a-business-brief/
https://www.researchgate.net/publication/359637646_Sustainable_supply_chain_management_-_a_key_to_resilience_in_the_global_pandemic
https://hbr.org/2015/08/when-first-movers-are-rewarded-and-when-theyre-not
https://hbr.org/2015/08/when-first-movers-are-rewarded-and-when-theyre-not
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BOX Nº3: THE POLICIES THAT BUSINESS LEADERS NEED 
FROM GOVERNMENTS TO SUPPORT SUPPLY CHAIN DE-
CARBONISATION

1. Eliminate subsidies to fossil fuels and direct more public spending for the de-
velopment, manufacturing and deployment of renewable energy, low-carbon tech-
nologies and infrastructure.

2. Approve robust climate standards that level the playing field and drive the cost 
down of decarbonised products and sustainable investment, to provide credibility 
and predictability for companies, consumers and investors (such as the standards 
being currently developed in the EU like the Ecodesign Sustainable Products Regu-
lation).

3. Further support from multilateral development banks (MDBs) that can provide 
banks with de-risking mechanisms for climate investment, as well as with trai-
ning and assistance to help banks escalate their decarbonisation efforts. Effectively 
harness the role of MDBs to create an enabling environment for blended finance 
to succeed.

4. Extend appropriate trade and tariff mechanisms (such as the EU Carbon Border 
Adjustment Mechanism) to the majority of traded sectors in order to create a level 
playing field globally.

In addition, and as reflected in the recommenda-
tions of the Integrity Matters report and the GECV 
COP26 Best Practice Guide, companies’ lobbying 
practices should be transparent and aligned with 
their climate targets. They should advocate for 
and support strong policies and standards that will 
create an ambition loop, guarantee a level playing 
field for net zero targets and de-risk the execution 
of a speedy transition. 

Climate-aligned lobbying practices would also re-
quire that companies’ membership in trade asso-
ciations is disclosed and used as a positive influen-
ce to ask for ambitious climate policies in public 
positions and in engagements with policymakers. 
Companies should also include in their annual cli-
mate reports the policies they need to decarbonise 
their supply chain in line with the 1.5ºC goal. The 
Global Standard on Responsible Climate Lobbying, 
which is supported by a large network of investors, 
provides more recommendations for companies 
that want to align with responsible climate lobb-
ying in practice.

https://commission.europa.eu/energy-climate-change-environment/standards-tools-and-labels/products-labelling-rules-and-requirements/sustainable-products/ecodesign-sustainable-products-regulation_en
https://commission.europa.eu/energy-climate-change-environment/standards-tools-and-labels/products-labelling-rules-and-requirements/sustainable-products/ecodesign-sustainable-products-regulation_en
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.un.org/sites/un2.un.org/files/high-level_expert_group_n7b.pdf
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.un.org/sites/un2.un.org/files/high-level_expert_group_n7b.pdf
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://climate-lobbying.com/wp-content/uploads/2022/03/2022_global-standard-responsible-climate-lobbying_APPENDIX.pdf
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the COP28 global stocktake is unequivocal on the need to urgently reduce global emissions to 
keep the climate aligned with the 1.5ºC goal set in the Paris Agreement. The role of corporates 
is essential to transition the world’s economy to a fossil-free, efficient and more circular one. 
Accelerating these efforts in scope 3 emissions will have a dramatic impact given their mate-
riality and will also be an important lever to mobilise other companies in global supply chains. 
This briefing has identified some good practices to measure, manage and reduce supply chain 
emissions while also promoting a just transition, maximising the opportunities for inclusive 
local development and contributing to quality employment. In particular, greater support to, 
and collaboration with, Small and Medium Enterprises will facilitate an accelerated just tran-
sition to net zero emissions.

We the undersigned companies will sustain our efforts to lead by example in line with this 
briefing’s recommendations. We will support the world’s decarbonisation efforts by establi-
shing scope 3 targets aligned with net zero goals by 2050 and setting up measures to calculate, 
report and reduce supply chain emissions while contributing to a just transition and inclusive 
development across regions. We also call upon other global corporates to follow these recom-
mendations and other good practices from leading climate initiatives to join the transition to 
net zero supply chains.

IN
CONCLUSION...
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BBVA

SUSTAINABLE FINANCE TO SUPPORT BIG COM-
PANIES’ SCOPE 3 DECARBONIZATION 

The origins of Banco Bilbao Vizcaya Argentaria (BBVA) 
date back to 1857 with the creation of various issuing 
and lending institutions under the National Banking 
Act. BBVA offers financial services in 15 different coun-
tries such as Spain, Argentina or the United States.

BBVA has a sustainable finance target which has been 
progressively increasing over the last few years, from 
€100 billion in 2018 to €200 billion in 2022 and €300 
billion by 2025. In 2019 the World Resource Institu-
te ranked BBVA as the second European bank in terms 
of its commitment to sustainable finance. BBVA is also 
committed to its decarbonization, having joined inter-
national initiatives like the Net Zero Banking Allian-
ce while also creating a joint methodology with “the 
Katowice banks”  to align its portfolio with the Paris 
Agreement. The bank has set decarbonization targets 
for 2030 in eight carbon-intensive sectors: Oil & Gas, 
Electricity Generation, Coal, Cement,Automotive, Avia-
tion and Shipping. BBVA has been also recognized by the 
UN Race To Zero as a “first mover and doer” on climate 
transition plans.

Through sustainable financing, BBVA supports the de-
carbonisation of its customers, especially large compa-
nies and their supply chains. For this purpose, BBVA has 
a tool for sustainable financing of its corporate custo-
mers’ supply chains. This tool uses a 20-question test 
to find out the state of sustainable development of its 
suppliers, as well as to establish decarbonisation tar-
gets for the supply chain to monitor its performance. 
The tool also provides financial benefits to suppliers 

that demonstrate compliance with GHG emission tar-
gets and/or other ESG targets. The data obtained by the 
tool can be used to estimate suppliers’ total emissions 
and identify those that need greater support to improve 
their sustainable performance.

BBVA currently offers this product globally to its cus-
tomers, being one of its applications a “sustainable 
confirming program” that incentivizes the collabora-
tion between a company and its value chain to reach the 
proposed net zero objectives. As an example, BBVA has 
already implemented it with Holcim in Colombia, with 
Acciona in Spain and with Nestlé in Mexico. This initia-
tive allows BBVA to offer low interest rates to the su-
ppliers of these companies, which will depend on their 
environmental performance. With this program, more 
than 1,5k Nestlé suppliers could benefit from this initia-
tive, which is even more relevant when considering that 
almost 95% of Nestlé emissions come from the supply 
chain. 

BBVA has also participated in the development of an 
open-source methodology and tool called TILT. This 
initiative provides banks with the necessary data, me-
thodologies, and tools to assist and assess SMEs in their 
journey towards a net-zero future. Currently, TILT 
covers more than 700,000 EU companies from clima-
te-relevant sectors such as land use, transport, power, 
energy, industry, chemicals and construction. 

For more information Sustainability-Linked Supply 
Chain Finance| BBVA

ANNEX
CASE STUDIES
*Each one of these case studies have been contributed and reviewed by the company concerned and the above signatories only undersign 

their own case studies and don’t take responsibility for other company case studies.

https://www.bbva.es/empresas/productos/negocio-internacional/servicio-expansion-internacional.html
https://www.bbva.es/empresas/productos/negocio-internacional/servicio-expansion-internacional.html
https://www.bbva.com/es/sostenibilidad/bbva-eleva-hasta-300-000-millones-de-euros-su-objetivo-de-financiacion-sostenible/
https://www.bbva.com/es/sostenibilidad/bbva-eleva-hasta-300-000-millones-de-euros-su-objetivo-de-financiacion-sostenible/
https://www.wri.org/upload/green-targets/
https://www.wri.org/upload/green-targets/
https://www.bbva.com/es/sostenibilidad/objetivos-de-descarbonizacion-de-bbva-que-significan-y-cual-es-su-alcance/
https://www.bbva.com/es/sostenibilidad/objetivos-de-descarbonizacion-de-bbva-que-significan-y-cual-es-su-alcance/
https://climatechampions.unfccc.int/navigating-net-zero-the-climate-transition-plans-of-race-to-zero-members/
https://climatechampions.unfccc.int/navigating-net-zero-the-climate-transition-plans-of-race-to-zero-members/
https://www.bbvacib.com/insights/news/building-sustainable-ecosystems-the-role-of-sustainable-supply-chain-finance/
https://www.bbvacib.com/insights/news/building-sustainable-ecosystems-the-role-of-sustainable-supply-chain-finance/
https://www.bbvacib.com/insights/news/building-sustainable-ecosystems-the-role-of-sustainable-supply-chain-finance/
https://www.bbvacib.com/insights/news/building-sustainable-ecosystems-the-role-of-sustainable-supply-chain-finance/
https://www.bbvacib.com/insights/news/building-sustainable-ecosystems-the-role-of-sustainable-supply-chain-finance/
https://www.bbva.com/es/sostenibilidad/bbva-y-holcim-firmaron-la-primera-linea-de-confirming-sostenible-para-proveedores/
https://www.bbva.com/es/sostenibilidad/acciona-cierra-una-linea-internacional-de-supply-chain-finance-sostenible-de-la-mano-de-bbva/
https://www.bbva.com/es/sostenibilidad/bbva-mexico-apoya-a-nestle-mexico-en-la-transicion-hacia-la-sostenibilidad-de-sus-proveedores/
https://www.tiltsmes.org/
https://www.tiltsmes.org/
https://www.tiltsmes.org/
https://www.tiltsmes.org/
https://www.bbvacib.com/insights/news/bbva-reinforces-its-commitment-to-sustainability-related-accounts-payable-financing/
https://www.bbvacib.com/insights/news/bbva-reinforces-its-commitment-to-sustainability-related-accounts-payable-financing/
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CONSORCIO GROUP

PRODUCT TRACEABILITY AND TRANSPARENCY 
AS A DIFFERENTIAL VALUE 

Consorcio has established itself as a leading internatio-
nal company in the canned fish sector with a history that 
dates back to its origins in Cantabria (Spain) in 1950. In 
2006 Consorcio opened an industrial site in Peru where 
the majority of its workers are located (70% of the wor-
kforce) and which is considered to be one of the largest 
anchovy fillet processing plants.

Consorcio began its journey in sustainability as a result 
of a customer from its value chain that introduced the 
company into climate action. For this reason, Consorcio 
tried to involve the value chain during all phases of the 
production process in their sustainability journey. One 
example of this is the project called “Journey to the Ori-
gin” that allows a public and transparent consultation 
of the species, date of capture, area, and method of fi-
shing for each product. Such initiative was possible gi-
ven the information compiled by Consorcio from its su-
ppliers and is in line with Consorcio’s legal obligation to 
monitor its production process as a company from the 
food sector.

Consorcio also has a mandatory sustainable provisio-
ning policy since 2014 that targets its product suppliers 
(anchovy, tuna and bonito). With this policy the com-
pany seeks to ensure that all the fishing they receive 
guarantees the maintenance, availability and sustaina-
ble use of fishing resources with the least negative effect 
on the environment. In the specific case of tuna, an an-
nual meeting is held with each supplier so that instead 
of establishing fixed objectives, a process of continuous 
improvement is carried out where, through dialogue, 
they seek to increase the sustainability of tuna fishing.

All of these policies have enabled Consorcio to achieve 
the MSC Blue Seal for Sustainable Fishing in 2017 and in 
2020 the inscription to the United Nations Principles for 
a Sustainable Ocean. Furthermore, Consorcio has laun-
ched a line of 100% sustainable products, that includes 
their raw material products with the MSC certificate 
(anchovy, tuna and bonito) with an environmentally 
friendly, plastic-free and completely recyclable packa-
ging. 

For more information Sustainability Report | Consorcio 
Group

 COFERDROZA

DIGITISATION AS A DRIVER TOWARDS AN IM-
PROVED SUPPLY CHAIN CLIMATE MANAGE-
MENT 

Coferdroza is a cooperative created in 1965 in Zaragoza, 
that focuses on the distribution and sale of hardware, 
DIY and industrial supplies. At the moment, Coferdroza 
has more than 381 members and 439 points of sale in 
Spain.

Coferdroza incorporates environmental commitment as 
part of its code of conduct, which determines the com-
pany ‘s business relations with its suppliers. In addition, 
Coferdroza has a quality management and environmen-
tal protection policy that promotes awareness and trai-
ning for the whole company in these matters, especially 
the procurement staff. 

In the decarbonisation route proposed by the company, 
the role of suppliers is key. With this purpose, Cofer-
droza participates in the Spanish Ministry of Industry, 
Trade and Tourism’s programme called DIGITAIL. This 
project seeks to accelerate both the digital transforma-
tion and the sustainable transition of the supply chain 
with the use of Artificial Intelligence and Machine Lear-
ning. With these technologies Coferdroza can improve 
the traceability and distribution of its products, as well 
as integrate demand forecasting systems to enable the 
optimisation of the supply chain management policy.

Coferdroza also aims to ensure that the company’s 
purchases are sustainable. For this purpose, Coferdro-
za evaluates the environmental performance of its su-
ppliers in a continuous assessment that looks into the 
use of renewable energies, the calculation of their car-
bon footprint or whether they have a certified Environ-
mental Management System. By doing so, Coferdroza 
checks whether or not the suppliers are aligned with the 
company’s environmental commitment. In addition, 
Coferdroza is finalising an internal centralised manage-
ment system that will incorporate this evaluation model 
to guarantee the sustainability of the products and ser-
vices purchased by the company.

For more information CSR Plan | Coferdroza

https://alcampocorporativo.es/huella/grupo-consorcio-donde-la-sostenibilidad-es-el-ancla/
https://alcampocorporativo.es/huella/grupo-consorcio-donde-la-sostenibilidad-es-el-ancla/
https://www.grupoconsorcio.com/trazabilidad/
https://www.grupoconsorcio.com/trazabilidad/
https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=celex%3A32002R0178
https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=celex%3A32002R0178
https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=celex%3A32002R0178
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.grupoconsorcio.com/default/documentos/12_es-politica_de_aprovisionamiento_sostenible.pdf
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.grupoconsorcio.com/default/documentos/12_es-politica_de_aprovisionamiento_sostenible.pdf
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.grupoconsorcio.com/default/documentos/12_es-politica_de_aprovisionamiento_sostenible.pdf
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.grupoconsorcio.com/default/documentos/12_es-politica_de_aprovisionamiento_sostenible.pdf
https://www.msc.org/es/que-hacemos/nuestro-enfoque/que-es-la-pesca-sostenible
https://www.pactomundial.org/biblioteca/principios-para-un-oceano-sostenible/
https://www.pactomundial.org/biblioteca/principios-para-un-oceano-sostenible/
https://www.grupoconsorcio.com/en/
https://www.grupoconsorcio.com/en/
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.grupoconsorcio.com/default/documentos/30_es-memoria_de_sostenibilidad_2021.pdf
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.grupoconsorcio.com/default/documentos/30_es-memoria_de_sostenibilidad_2021.pdf
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.coferdroza.es/Docs/CoferdrozaMemoriaRSC2022.pdf
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.coferdroza.es/Docs/CoferdrozaMemoriaRSC2022.pdf
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.coferdroza.es/Docs/CoferdrozaMemoriaRSC2022.pdf
https://www.coferdroza.es/es-ES/Calidad/Index?pag=calidad
https://www.coferdroza.es/es-ES/Calidad/Index?pag=calidad
https://www.coferdroza.es/es-ES/Noticias
https://www.coferdroza.es/es-ES/Noticias
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.coferdroza.es/Docs/CoferdrozaMemoriaRSC2022.pdf
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.coferdroza.es/Docs/CoferdrozaMemoriaRSC2022.pdf
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.coferdroza.es/Docs/CoferdrozaMemoriaRSC2022.pdf
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.coferdroza.es/Docs/CoferdrozaMemoriaRSC2022.pdf
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.coferdroza.es/Docs/CoferdrozaMemoriaRSC2022.pdf
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DANFOSS

A CUSTOMER-CENTRED APPROACH TO REACH NET 
ZERO   

Danfoss is an international technological company with solutions 
supporting energy optimization and electrification in several appli-
cations, including mobile and industrial hydraulics, cooling and hea-
ting and electrical motors and infrastructure. Danfoss has a world-
wide presence with 97 factories distributed across more than 20 
countries, having its headquarters in Nordborg, Denmark.

Danfoss plans to reduce the scope 3 of emissions by 15% in 2030, a 
goal which complements its carbon neutral commitments for the 
Scope 1 and 2 in the same timeframe. Considering expected sales 
growth, Danfoss scope 3 objective represents a 65% reduction of own 
emissions in real terms, of which 20% will be achieved by the global 
decarbonization of the electricity grid and a further 40% through a 
mix of actions like product life cycle analysis, production system op-
timization, product efficiency… Most of Danfoss actions to reduce its 
scope 3 are product-related as most emissions come from the energy 
consumed during the customers’ use of their products. As a result, 
Danfoss is working to continuously improve the energy performan-
ce of its products and solutions, including the use of Environmental 
Product Declarations to measure its climate impact. 

Danfoss has also started to demand further ESG ambition from its 
suppliers given the current international requirements for greater 
transparency and environmental compliance of the supply chain. As 
a result, Danfoss engages with its most carbon intensive supply chain 
partners to identify concrete actions for CO2 emissions savings. With 
this purpose, in 2022-2023 Danfoss carried out interviews with its 
top 40 emitting suppliers, which accounts for a significant share of 
total scope 3 emissions, being a large majority of these companies’ 
SMEs. These interviews helped Danfoss to assess and rate the su-
ppliers maturity in relation to decarbonization.

In 2024, more suppliers will be contacted (covering most of scope 3.1 
emissions) to assess their maturity. Danfoss will also focus on green 
raw material procurement (i.e. materials produced using renewable 
energy) for example by guiding and assisting suppliers in their own 
purchasing of raw materials.Finally key suppliers will be engaged 
through green power purchasing agreements signed by Danfoss to 
reduce their energy related emissions.

For more information Annual Report | Danfoss
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asure scope 1 and 2 of emissions with a simple question-
naire that is available online for free. Moreover, Iber-
drola holds individual meetings with them to explore 
possible improvement actions and also training ma-
terials so that they can increase their ESG knowledge. 
For the 2020-2022 period, 912 improvement plans were 
carried out, 57% of which have been effective in increa-
sing the sustainability score of suppliers to the required 
level.

Iberdrola also tries to support its small suppliers with 
different initiatives, like the creation of a “Climate Ac-
tion Hub” in Scotland with training materials for de-
signing climate action plans, the support to the SME 
Climate Hub implementation in Spain, or a project in 
Mexico with Carbon Trust to assist in the calculation of 
the carbon footprint. Furthermore, Iberdrola organised 
in Spain, together with the UN Global Compact and Ac-
centure, a workshop aimed at a first selection of natio-
nal SMEs, a total of 40. The initiative was focused on the 
different incentives that promote sustainability in these 
companies, such as circularity, electric mobility or green 
energy. The workshop took place in May 2023 and input 
was obtained from the attendees, which represented an 
opportunity for everyone to continue improving.

Iberdrola considers training a key tool for engaging with 
its supply chain and for that purpose has strengthened 
its collaboration with the UN Global Compact Spain. In 
this sense, Iberdrola SME suppliers have also participa-
ted on the “Sustainable Suppliers” programme of the 
UN Global Compact Spain, ICEX and ICO Foundation. 
More than 220 SME suppliers from Iberdrola joined the 
initiative and were able to access different resources like 
online courses, practical guides, templates for the pre-
paration of policies and case studies of other companies. 

For more information Sustainability Report | Iberdrola

IBERDROLA

INDIVIDUAL IMPROVEMENT PLANS TO SUPPORT 
SUPPLIERS’ DECARBONISATION EFFORTS

With more than 170 years of history, Iberdrola is a global 
renewable energy and wind power producer, being one 
of the largest electricity companies in the world in ter-
ms of stock market capitalization. The Iberdrola group 
operates in dozens of countries but mainly in Spain, the 
United Kingdom, the United States, Brazil, and Mexico.

Iberdrola is committed to the global climate agen-
da and aims to achieve carbon neutrality of all scopes 
before 2040 (scopes 1 and 2 by 2030), as validated by 
SBTi net-zero methodology. To accomplish this, it will 
be essential to involve all suppliers in the companies’ 
sustainable trajectory and decarbonise their activities, 
which, according to data from 2022, are almost 20.000 
companies. In 2006 Iberdrola launched its first Corpo-
rate Social Responsibility (CSR) assessment model for 
its suppliers in Spain, which was implemented globally 
in 2009.

Iberdrola’s commitment of including ESG selection cri-
teria for its main suppliers took shape in 2020 with the 
objective of ensuring that at least 70% of the group’s 
main suppliers are subject to sustainable policies and 
standards by the end of 2022, increasing it to 85% for 
the 2023-2025 period. According to the 2022 sustaina-
bility report, the initial goal was already met with 77% 
of Iberdrola’s main suppliers following sustainable po-
licies.

These objectives were achieved thanks to Iberdrola’s 
sustainable evaluation model that consists of 43 varia-
bles divided into 3 dimensions: Environmental, Social 
and Governance. For a supplier to be rated as “sustai-
nable”, it is necessary that the evaluation in each of the 
three blocks is 30% and the total score higher than 51 
points out of 100 possible points. To measure and clas-
sify suppliers, Iberdrola uses a cloud-based system ca-
lled GoSupply, which is also used by other multinational 
companies such as Indra, Ferrovial or Acciona.

Iberdrola seeks to support its suppliers to be more sus-
tainable with individualised improvement plans that 
indicate in which areas they need to improve and how. 
Also, Iberdrola has a carbon footprint calculator to me-
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of development networks and local structures and par-
ticipates in programs for the professional integration of 
young people marginalised from employment.

Saint Gobain has a just transition plan that includes a 
strategy for its supply chain focused on the creation of 
new collection and processing networks for construc-
tion waste. A more circular economy can lead to the 
emergence of new business models and, in some coun-
tries, these new sectors are opportunities for job crea-
tion for fragile and excluded people.  The Saint-Gobain 
Foundation supports work integration projects linked to 
the emergence of more circular ecosystems.

Finally, to support its decarbonisation commitments 
through technological means, Saint Gobain will dedi-
cate a targeted capital expenditure and R&D budget of 
around €100 million per year until 2030. In addition, 
two internal carbon prices are used and have been re-
cently raised: €75 per ton for industrial investments 
and €150 per ton for R&D investment in breakthrough 
technology.

For more information Just Transition Plan | Saint Go-
bain

STELLANTIS

FINANCING SMALL SUPPLIERS’ CLIMATE AMBI-
TION TO REACH NET ZERO 

Stellantis was created in 2021 from the merger of the 
automotive companies Fiat Chrysler Automobiles (FCA) 
and the French carmaker PSA Group, which includes 
brands such as Peugeot, Citroën and Opel. After the sum 
of these two companies, Stellantis became the world’s 
fourth-largest carmaker.

The value chain is one of the 3 main pillars from Ste-
llantis’ programme Dare Forward 2030. This initiative 
has set a target of reducing Stellantis’ carbon footprint 
by half by 2030 while having a production mix of 100% 
electric cars in Europe. At the moment, Stellantis is the 
leading company in Europe in sales of electric commer-
cial vehicles. Also, Stellantis is committed to have a zero 
carbon footprint by 2038. 

Within the Dare Forward 2030 program, Stellantis 
analysed how to limit and reduce its emissions from the 
vehicle design phase to the end of the vehicle’s life cycle. 
To achieve this goal, Stellantis started to include clima-
te criteria when signing contracts with its suppliers.

SAINT GOBAIN

A JUST TRANSITION PLAN FOR THE SUPPLY 
CHAIN  

Saint Gobain is a French multinational corporation 
founded in 1665 that designs, manufactures and distri-
butes a variety of construction, high-performance, and 
other materials and solutions. The company operates in 
more than 75 countries and has more than 10.000 su-
ppliers of materials. More than 60% of the company’s 
emissions are classified within scope 3. 

Saint Gobain has verified and certified its data for the 15 
categories of scope 3 in line with the GHG protocol. The 
company has registered a Science Based Target for its 
scope 3 that has been validated by the initiative to be in 
line with a 1.5ºC trajectory towards net zero emissions 
by 2050. Specifically, Saint Gobain has committed to re-
duce 15% of its absolute scope 3 GHG emissions by 2030 
and 90% by 2050.

Over the past years, Saint Gobain has been implemen-
ting a control centre that links all its procurement and 
logistics CRMs to a control panel that monitors in real 
time its scope 3 emissions. Every time someone at Saint 
Gobain buys a raw material, goes on a business trip or 
hires a service, the company is capable of monitoring 
the carbon footprint of that activity and linking it to one 
of the scope 3 categories.

Saint Gobain also aims to work with the suppliers of 
raw material and those who transport their products 
to lower their emissions. The focus has been set on the 
local level to foster inclusive growth - in each country 
where it operates, the company forges partnerships 
with SMEs for technical support and know-how trans-
fers by group employees. Saint Gobain works in favour 
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In this regard, the company aims to have 95% of its va-
lue chain with carbon footprint reduction commitments 
by 2030 (currently 65% of suppliers comply with this) 
and to reduce its scope 3 emissions by 40% by 2030. In 
this sense, Stellantis has started to share its internal 
decarbonization strategy with its suppliers so that they 
can have some examples of actions that they can imple-
ment in their own plan. 

In order to support its small suppliers to reach this ob-
jective, Stellantis facilitates investment in innovation, 
in-house technology and other long-term goods that 
can help to improve suppliers’ environmental perfor-
mance. In addition, Stellantis also offers training and 
educational support for SME suppliers while also en-
couraging them to establish training programs for em-
ployees. This is important when considering that more 
than 80% of Stellantis supply chain is composed of 
small and medium suppliers. 

Stellantis’ Global Procurement Strategy demands 4 
main requirements to suppliers. First of all, suppliers 
must have an environmental management system, 
which is recommended to be ISO 14001 (61% of Stellan-
tis suppliers already had ISO 14001). Secondly, suppliers 
are required to design their products as efficiently as 
possible while also committing to develop policies that 
bring their products to higher environmental standards. 
Furthermore, suppliers are required to provide a com-
plete material breakdown of their products’ compo-
nents and to reduce the GHG emissions related to the 
production and transportation of their goods and ser-
vices. The last requirement is that all suppliers need to 
be in line with Stellantis’ zero carbon footprint target 
by 2038 and follow deforestation-free and land-use 
friendly policies. 

In the event of non-compliance by the suppliers of the-
se conditions, Stellantis provides technical support in 
order to implement an action plan to improve their en-
vironmental performance. The contract would be ter-
minated if the planned actions are not conducted by the 
supplier. 

For more information Corporate Social Responsibility | 
Stellantis

TELEFÓNICA

A CLIMATE ACTION PLAN WITH A FOCUS ON 
SUPPLIER ENGAGEMENT

Telefónica is among the largest telecommunications 
service providers in the world. The company offers fixed 
and mobile connectivity as well as a wide range of digi-
tal services for residential and business customers. With 
more than 383 million customers, Telefónica operates 
in Europe and Latin America. Telefónica is a 100% listed 
company, and its shares are traded on the Spanish Stock 
Market and on those in New York and Lima.

Telefónica commits to achieving zero net greenhouse 
gas emissions across the value chain by 2040. To reach 
its short-, medium- and long-term climate objectives, 
Telefónica has a Climate Action Plan in place, which 
is integrated into its strategy and governance model.   
While Telefónica has achieved significant reductions 
in their scope 1 and 2 emissions over the years, scope 3 
emissions still represent a challenge with the latter re-
presenting 84,5 % of its total carbon footprint. 

In this sense, Telefónica has established an internal 
carbon price as a strategic lever to achieve net zero 
emissions by 2040. Telefónica implements a shadow 
price in purchasing decisions for equipment that con-
sumes electricity and/or fuel, as well as for equipment 
containing refrigerant gases. Telefónica’s Corporate 
Instruction on low-carbon procurement includes the 
calculation of the Total Cost of Ownership (TCO) of this 
equipment, allowing procurement processes to be gui-
ded towards more efficient technologies and equipment 
during its useful life, with a lower carbon footprint. The 
internal carbon price will help the organisation to make 
better investment decisions and to achieve its emission 
reduction targets.

Engagement with suppliers on carbon reduction is thus 
one of Telefónica’s key strategic focuses on the way to 
its net zero goal in 2040. Telefónica employs a targeted 
approach to engage its large base of suppliers, catego-
rising them into three categories to tailor the various 
initiatives to a supplier’s carbon intensity and maturity 
(see figure below). With this targeted supplier engage-
ment strategy, Telefónica works hand-in-hand with its 
suppliers on the common journey towards becoming 
1.5ºC aligned.
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GROUP 3

Telefónica mandates the acceptance of its Supply Chain 
Sustainability Policy from all of its suppliers, which en-
compasses not only requirements on carbon emissions, 
but also broader sustainability topics such as human 
rights. This contractual commitment is complemented 
by supplier assessments on sustainability in general and 
climate in particular via an external platform to identify 
carbon hot spots in the supply chain.

GROUP 2

Approximately 200 suppliers, which represent almost 
90% of Telefónica’s supply chain emissions, are selec-
ted to participate in its so-called Supplier Engagement 
Programme. This initiative establishes a carbon matu-
rity curve, categorising suppliers into five climate ma-
turity levels based on concrete climate data provided by 
them through CDP. For each level, Telefónica identifies 
improvement areas, requesting supplier commitments 
to implement changes. The company supports suppliers 
on this journey through tailored training webinars. In 
addition, Telefónica requests top suppliers to establish 
science-based targets and have them validated by the 
Science Based Targets (SBTi) initiative.

GROUP 1

Telefónica invites its most carbon-intensive suppliers 
to join the so-called Carbon Reduction Programme. This 
collaborative initiative, involving other telecoms, focu-
ses on reducing emissions at the product level. In part-
nership with its peers and suppliers, Telefónica seeks 
to practically reduce emissions related to the products 
sourced on the basis of Life Cycle Assessments (LCAs). 
In addition, Telefónica requests top suppliers to esta-
blish science-based targets and have them validated by 
the Science Based Targets (SBTi) initiative.

Lastly, Telefónica is also aware of its role as a driving 
force that can accelerate small and medium suppliers 
decarbonisation, which represent 55% of its value chain. 
Furthermore, in 2022 Telefónica also participated in a 
SME Climate Hub pilot programme where its small and 
medium-sized suppliers were invited to participate.

For more information Climate Action Plan | Telefónica
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TEXTIL SANTANDERINA

PROXIMITY SUPPLIERS TO REDUCE THEIR SUPPLY CHAIN EMIS-
SIONS

Textil Santanderina is a textile company founded in 1963 in the town of Ca-
bezón de la Sal in Cantabria (Spain). The company is part of the Santanderina 
Group, which is formed by eleven centres and factories distributed in Cata-
lonia, Galicia, Cantabria and northern Morocco, making it one of the largest 
textile groups in Spain.

Due to law requirements, in 2005 Textil Santanderina started to calculate 
and verify the scope 1 and 2 of emissions, which allowed the company to start 
thinking in an early phase about how to measure and reduce its emissions. In 
this sense, last year the company started to measure its scope 3 of emissions, 
which represents 90% of its total emissions. Furthermore, approximately 
60% of Santanderina’s suppliers are small and medium suppliers. 

Textil Santanderina has been collaborating since 2016 with the “Fashion 
Industry Charter for Climate Action” (FICCA) where the company acquired 
the commitment to measure its emissions and to be aligned with the Paris 
Agreement. Textil Santanderina is also exploring with FICCA how to better 
align the management of the emission reductions compromises from its 
main suppliers. 

Textil Santanderina aims to incorporate the proximity variable into its pro-
duction to make it more environmentally friendly. Consequently, Textil 
Santanderina prioritises local suppliers to ensure a more efficient and sus-
tainable supply chain. In this sense, all Santanderina’s service suppliers are 
from the same region. Regarding the raw materials distributors, the com-
pany receives the cotton from Spain and the linen from Europe (with the 
European Flax certification). Also, Textil Santanderina promotes the “Made 
In Europe” initiative, through which it seeks to guarantee that all stages of 
production of its textile products are carried out in Europe. With this ini-
tiative Textil Santanderina wants to ensure that the company’s value chain 
complies with the standards set by the company, that guarantees company’s 
suppliers to commit to carbon footprint reduction and that their production 
is under EU regulation. 

Lastly, Textil Santanderina recognises the evolution of the textile market, 
which is starting to demand closer monitoring of the suppliers sustainabili-
ty. For this purpose, Textil Santanderina plans to require its suppliers to join 
the UN Global Compact and complete the progress report. Textil Santande-
rina plans to use this reporting system instead of an internal one because 
it allows their suppliers to access useful training materials and the results 
obtained are more objective and comparable.  

For more information Green Transition Plan | Textil Santanderina

https://santanderinagroup.com/wbw/wp-content/uploads/2021/05/Green_transition_Plan-5.pdf
https://santanderinagroup.com/wbw/wp-content/uploads/2021/05/Green_transition_Plan-5.pdf
https://www.boe.es/buscar/act.php?id=BOE-A-2005-3941
https://unfccc.int/climate-action/sectoral-engagement-for-climate-action/fashion-charter?gclid=Cj0KCQjwldKmBhCCARIsAP-0rfyg6kqxknJ4wOnKY0KBXI2OH_EbGxPfxH-_fO0vEzYQPJmUr9I4ynYaAifhEALw_wcB
https://unfccc.int/climate-action/sectoral-engagement-for-climate-action/fashion-charter?gclid=Cj0KCQjwldKmBhCCARIsAP-0rfyg6kqxknJ4wOnKY0KBXI2OH_EbGxPfxH-_fO0vEzYQPJmUr9I4ynYaAifhEALw_wcB
https://textilsantanderina.com/sustainability-a-necessary-asset/
https://textilsantanderina.com/sustainability-a-necessary-asset/
https://textilsantanderina.com/sustainability-a-necessary-asset/
https://allianceflaxlinenhemp.eu/en/european-flax-certification
https://textilsantanderina.com/made-in-europe/
https://textilsantanderina.com/made-in-europe/
https://www.pactomundial.org/que-ofrecemos/informes-de-progreso/
https://textilsantanderina.com/wbw-by-santanderina/
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1. INTRODUCTION AND CONTEXT

Current climate pledges are leading us to a temperature rise of 2.4-2.8 degrees 
Celsius by the end of the 21st century.  The world’s temperature has already 
increased by 1.1 degree Celsius compared to the late 19th century.  In 2023, the 
planet’s temperature broke consecutive records, experiencing the hottest July, 
August, September and October in history, ultimately making 2023 the hottest 
year ever recorded.  The Paris Agreement emphasizes the need to limit tempera-
ture rise to 1.5 degree Celsius to prevent the worst impacts of climate change. To 
achieve this goal, we need to cut emissions in half by 2030 and reach net zero CO2 
emissions by 2050. The Energy Sector accounts for 75% of global emissions, due 
to oil, gas, and coal. Deforestation driven by agriculture and land-use change re-
presents an additional 15% of this total.  To achieve net zero, it is urgent to phase 
out fossil fuels and promote a transition to renewable and clean energy sources. 
Further, deforestation must be halted by 2030. 

Humanity is already facing the impacts of a warming planet, with devasting 
events increasingly occurring around the globe. In 2023, severe heatwaves hit 
many countries, such as the US, Mexico, Southern Europe, and China. The Ama-
zon region was severely impacted by droughts, and devastating floods happened 
in Libya, claiming over 11,000 lives. These are just some examples; the overall 
conclusion is that planetary climate is reaching extremes. Those most impacted 
by this crisis are poor and vulnerable populations, which have the least resources 
to adapt and bear the least responsibility for causing the problem in the first pla-
ce, given their low pattern of emissions.

Developing countries, especially the least developed ones, are the most vulne-
rable to disasters. Moreover, they are not responsible for historically nor pre-
sently high levels of emissions. While each person living in a developed economy 
emits an average of 10.6 tCO2 (2017), average developing nations’ citizens emit 
three times less, 3.4 tCO2. The graph below illustrates how climate vulnerability 
is distributed across the globe, coupled with the presence of especially vulnerable 
populations. Developed countries present a low to very low vulnerability to clima-
te impacts, while developing nations present medium to very high vulnerability.
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Observed human vulnerability differs between and within countries and strongly determines how climate ha-
zards impact people and society. (a) Map of observed human vulnerability based on two comprehensive global in-
dicator-systems using national data, plus examples of selected local vulnerable populations and Indigenous Peoples

1

2

3

4

5

6

7

8

9

10

11

12

Relative vulnerability

Very high

High

Medium

Low

Very low

Population density

High

Low

Examles of
Indigenous Peoples with
high vulnerability to
climate change and
climate change responses
(4.3.8,5.10.2, 5.13.5,
Box7.1,8.2.1,15.6.4) and
the importance of
Indigenous Knowledge
(Box9.2.1,11.4, 14.4,
Cross-Chapter Box INDIG)

1 3 6 12

7 8 9 12

1 8

10 12

3 4 12

3 6 12

1 2

1 5

9

NORTH AMERICA

SMALL ISLANDS

SMALL ISLANDSSMALL ISLANDS

EUROPE

AFRICA

ASIA

CENTRAL &
SOUTH AMERICA

AU



51

11

3 6 12

SMALL ISLANDSSMALL ISLANDS

AUSTRALASIA

Children are disproportionately affected by the harm-
ful consequences of climate change. According to UNI-
CEF, approximately 1 billion children are at an ‘extre-
mely high risk’ of the impacts of the climate crisis.  And 
the World Health Organization estimates that reducing 
environmental risks could prevent 1 in 4 child deaths.  
Malnutrition, infectious disease, and physical trauma 

resulting from weather-related disas-
ters, such as floods, droughts, cyclo-
nes, and hurricanes, as well as deadly 
heatwaves, pose a significant burden 
on children’s health due to their im-
mature regulatory system. Therefore, 
it is crucial that any effective strategy 
to prevent and adapt to climate chan-
ge must be centered around children. 

Women also face higher risks from 
climate change impacts, with women 
bearing greater burdens due to exis-
ting roles, responsibilities, and cul-
tural norms. For instance, recent data 
suggest that 80% of people displaced 
by climate change are women, exacer-
bating their risk of violence, including 
sexual violence.  Moreover, gender 
disparities impoverish women, reduce 
their adaptative capacity, and increase 
their exposure to climate risks. Gender 
equality is a fundamental human right 

and a driver of economic growth. Evidence suggests that 
advancing women’s equality could add USD 12 trillion to 
the annual global GDP by 2025.  Furthermore, women 
possess unique knowledge and capacity to promote the 
solutions needed to address the climate crisis, as they 
are often more connected to community dynamics and 
to the management of natural resources. Therefore, 
to be successful, existing climate finance mechanisms 
should target and involve women and men equitably 
in their implementation. Further, climate investments 
that are gender-responsive should be prioritized. 

Indigenous populations are particularly vulnerable to 
climate impacts due to their proximity and dependen-
ce upon nature and environmental resources. Additio-
nally, climate change exacerbates existing threats, such 
as political and economic marginalization, loss of land 
and resources, human rights violations, discrimination, 
and unemployment.  Despite being one of the most vul-

nerable populations, indigenous peoples have access to 
important solutions to this crisis. Their territories en-
compass up to 22% of the global land surface, protecting 
80 per cent of planet’s biodiversity. This is because te-
rritories governed by indigenous peoples, who have had 
their rights to lands and waters guaranteed, are better 
conserved than adjacent areas.  Although they represent 
only 6.2% of the world’s population, they account for 
18.7% of the world’s extreme poor, which is another as-
pect of vulnerability.  This data highlights they are not 
adequately rewarded for the key role they play in clima-
te change mitigation and adaptation. To change this si-
tuation, climate finance mechanisms should be used to 
promote benefit-sharing, encompassing the fair pay-
ment of ecosystem services, and incorporate social and 
environmental safeguards to protect the human rights 
of indigenous peoples, including the right to prior, free, 
and informed consultations.

To be just and equitable, all efforts aimed at pro-
moting net-zero must consider the most vulnerable 
communities to climate change. We need to align cli-
mate finance initiatives and NDCs with the needs of vul-
nerable communities, ensuring that effective measures 
are taken to both increase their resilience to climate im-
pacts and promote a better quality of life. 

It is pivotal that these groups, characterized by a more 
efficient use of resources, lower emissions, and hi-
gher vulnerability to be enfranchised and strengthe-
ned in a role of leading the way towards a more sus-
tainable and resilient planet. Only 2% of global climate 
finance, is reaching small farmers, indigenous peoples, 
and local communities in developing countries.  It is ur-
gent that climate finance mechanisms include vulnera-
ble populations as their recipients, and that resources 
reach those who need them the most. Furthermore, it is 
crucial for leadership roles to incorporate these groups 
in decision-making processes and to ensure net-ze-
ro pledges enhance resilience, protect their rights, and 
create opportunities for those who are the most vulne-
rable to climate change impacts.
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2. CLIMATE FINANCE FOR THE 
MOST VULNERABLE

The climate crisis has several competing crises: reco-
vering from the COVID pandemic, the emergence of 
new conflicts, the current and impending catastro-
phic consequences of biodiversity loss, and escalating 
issue of social inequality, to name a few. The current 
economic model has generated unprecedented weal-
th but at the expense of an also unprecedented nature 
destruction, depletion of natural resources, crossing of 
planetary boundaries, and an exacerbation of profound 
social inequalities. In 2019, the emissions from the ri-
chest 1% of the world’s population equalled those of 
the poorest 66% of humanity (5 billion people).  Whi-
le some countries have managed to develop and accu-
mulate wealth and resources during this period, others 
continue to grapple with basic human problems, such as 
extreme poverty, lack of access to water and sanitation, 
amongst others. In this complex scenario, nations are 
confronted with concurrent crisis and the challenge to 
equitably allocating resources efficiently address these 
multifaceted issues. Additionally, the recent COVID cri-
sis has strained public budgets, reducing fiscal capacity 
to deal with sustainable development challenges and 
the climate crisis.

Many countries are still grappling with the fiscal im-
pact of the pandemic, which has led to increased pu-
blic debts and constrained national budgets. Conse-
quently, there are fewer resources available to tackle the 
climate crisis, raising the challenge of how to mobilize 
additional sources of revenue to fund Transition Plans 
and climate finance mechanisms, such as the Green Cli-
mate Fund, the Global Adaptation Facility, the Adapta-
tion Fund and the newly created Loss and Damage Fund. 
Developed countries have committed to providing USD 
100 billion per year in climate finance to assist develo-

ping nations in effectively tackling the climate crisis. 
However, as of now, this target has not been met. Out 
of the USD 83.3 billion in climate finance mobilized by 
developed countries in 2020, only USD 21 – 24.5 billion 
can be considered real support.  This is because approxi-
mately 75% of the total consisted of loans, which not 
only increase recipient countries’ debt but also constra-
in their fiscal capacity to address the climate crisis with 
their own budget. 

In response to the insufficient availability of public 
funds, new economic architectures are integrating 
public and private finance to de-risk climate invest-
ments, particularly in emerging markets and deve-
loping countries. The world needs to leverage existing 
resources and funds, including pension funds, to redi-
rect private capital towards net zero initiatives. Finan-
cial markets have introduced numerous mechanisms to 
achieve this, ranging from climate bonds to regulated 
and voluntary carbon markets, and fiscal policies. One 
of the challenges ahead is how to expand these invest-
ment pipelines, attracting more resources to the count, 
and incorporate more comprehensive elements into 
these projects, such as social inclusion, protection, 
adaptation, community resilience, innovation, and te-
chnology transfer.

Another challenge is to ensure these financial move-
ments reach those who need them the most and are 
transparent so that the world can keep track of solu-
tions to is biggest crisis. Global climate finance flows 
amounted to USD 1.27 trillion per year in the biennial of 
2021/2022, while the actual amount necessary to ade-
quately address the climate crisis was at least around 
USD 5 trillion per year. This data highlights a significant 
gap of over USD 3 trillion annually that needs to be bri-
dged by the end of this decade if we want to curb emis-
sions and align ourselves with the path to achieve the 
Paris Agreement goal of keeping global warming well 
below 2 degrees Celsius. Additionally, as per the First 
Global Stocktake approved at COP28 under the Paris 
Agreement, developing countries are estimated to re-
quire an average of USD 5.8-5.9 trillion to implement 
their Nationally Determined Contributions (NDCs) for 
the pre-2030 period.
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Although the investment is still insufficient, it has almost doubled in compa-
rison with the previous biennial (2019/20), when climate finance amounted 
to USD 632 billion per year.  This means we are already moving in the right di-
rection, and there is enough space to grow, given that nowadays climate finance 
flows represent about only 1% of global GDP.  The First Global Stocktake, appro-
ved at COP28, has noted that 87% of the global economy in terms of share of GDP 
is covered by targets for climate neutrality. This indicates that nearly the entire 
economy must transition to a low-carbon pathway, and sufficient funds will be 
required to implement those strategies. 

It is important to highlight, however, that these investments are not reaching 
the poorest and most vulnerable populations. The great majority of the climate 
finance is going to energy and transport, with 84% of the global total concentra-
ted within developed economies in East Asia and the Pacific, the US and Canada, 
and Western Europe. Less than 3% of the global total (USD 30 billions) went to the 
Least Developed Countries (LDCs), and the ten countries most affected by climate 
change between 2000 and 2019 only received less than 2% of total climate finance 
(USD 23 billions). Additionally, 17% of public finance going to LDCs is in the form 
of market-rate debt, increasing already substantial debt burdens. 

Global tracked climate finance and average estimated anual needs through 2050

Climate finance                Range of estimated needs                   Needs in the average scenario
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Source: Climate Policy Initiative
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Adaptation finance was responsible for only USD 63 billions of this total, 
with USD 1.15 trillion going to mitigation. However, adaptation needs for 
developing countries alone is of USD 212 billion per year until 2030. There 
is also a pressing need for more funding to resilient infrastructures, especia-
lly in urban areas, considering that currently 55% of the world’s population 
reside in cities, and this percentage is expected to increase to 68% by 2050.  
Nature-Based Solutions can appear as a component to adaptation funding 
to improve ecosystem services and provide other co-benefits to urban and 
rural populations, such as food production, access to clean water, green jobs 
creation, amongst others.

According to the Global Stocktake, current NDCs are projected to result in 
a 2% reduction in emissions by 2030 compared to 2019 levels. However, 
the document also highlights that limiting global warming to 1.5 degree Cel-
sius requires a much more substantial reduction – 43% by 2030 relative to 
the 2019 level and reaching net zero emissions by 2050. Thus, even if coun-
tries mobilize sufficient resources to implement their NDCs, these efforts 
alone will fall short of the necessary emissions reduction to align with the 
Paris Agreement’s goal of ensuring a safe future for all.

It is evident that mobilizing resources for NDCs is only part of the solu-
tion. The world must urgently transition away from fossil fuels, the primary 
source of emissions. Additionally, there is a need to reduce energy demands, 
particularly in developed nations with high consumer patterns. Achieving 
this requires reimagining our ways of living and embracing less impactful 
lifestyles. Valuable lessons can be drawn from the cultures of indigenous 
peoples, that beyond being one of the most vulnerable communities do cli-
mate impacts, also offer many of the solutions we need to solve this problem.

SOURCES AND INTERMEDIARIES

Grants $69
Water & waste 

$67

Industry $9
Low-cost project

debt $76

Buildings &
infrastructure

$240

Project-level
market rate debt

$561

Others & cross-
sectoral $50

Project-level equity
$54

AFOLU $43

Unknown $7

Debt $129

Energy
systems

$515

Equity $368

Balance sheet

Þn ancing
$498

Transport
$336

Adaptation $63

Dual beneÞts $51

Mitigation
$1,150

INSTRUMENTS USES

LANDSCAPE OF CLIMATE FINANCE IN 2021/2022

TRILLION USD 
ANNUAL 
AVERAGE1.27

Global climate finance flows along their life cycle in 2021 and 2022. Values are averages of two years’ data to smooth out fluctuations, in USD billions

Which type of organizations are sources or
intermediaries of capital for climate finance?

What mix of financial
instruments is used?

What types of
activities are financed?

SECTORS
What is the
finance used for?

“Other” public sources include export credit agencies and unknown public funds
“Other” private sources include institutional investors, funds, and unknown
“AFOLU” stands for agriculture, forestry, other land use, and fisheries. “Others & cross-sectoral” includes $6bn unknown

Source: Climate Policy InitiativePublic Private

 Global climate finance flows in 2021/2022
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3. GLOBAL GOVERNANCE FOR CLI-
MATE FINANCE JUSTICE

During COP 28, countries agreed that it is necessary 
to triple our global renewable energy capacity and to 
double the global average annual rate of energy effi-
ciency improvements by 2030 to keep the world in 
line with the 1.5-degree pathway. However, we must 
be cautious to avoid transitioning to a decarbonized 
economy within a more unequal and polarized world. 
As stated previously, 84% of climate finance flows are 
going to the energy and transport sector in developed 
nations, while the ten countries most affected by clima-
te change received less than 2% of the total. The format 
of this finance also needs to be discussed. Only 3% of 
climate finance is going to the Least Developed Coun-
tries (LDCs), and 17% out of this share is in the form of 
market-rate debt, further constraining these countries 
budgets and burdening them with more debt.

Although international climate finance commitments 
are not being met, internally developed countries 
have been able to mobilize their national budgets to 
transition to a Green Economy. Such ‘Green Deals’, 
approved since the COVID-19 economic crisis to en-
hance sustainable growth, have been integrating goals 
of increased employment and social protection and te-
chnology advancements for a green economy in an ex-
tremely competitive approach in terms of international 
trade and development. The United States, via the In-
flation Reduction Act (IRA), will spur about USD 3 tri-
llion investment in renewable energy technology . And 
the European Union, via the European Green Deal, has 
pledged to mobilize USD 1 trillion in sustainable invest-
ments until 2030.  Their strategies are setting market 
trends, advancing new technologies likely to become 
mainstream in transitioning economies. However, de-
veloping countries, lacking the fiscal capacity to appro-
ve such extensive investments, have had limited time to 
adapt to new market guidelines within the interconnec-
ted global chain of services and products. 

New intellectual property arrangements can be esta-
blished to facilitate the transfer of technology from 
developed countries to developing ones, especially 
considering that the former have invested more re-
sources in research and development of new tech-
nologies and the infrastructure systems to advance 
them. One promising solution could involve the crea-
tion of Intellectual Property Banks, to facilitate the sha-
ring of knowledge and new technologies, and ensure 
more widespread access and utilization, particularly 
in less economically developed regions. A good exam-
ple was set by the Government of Costa Rica during the 
pandemic. They launched the COVID-19 Technology 
Access Pool (C-TAP), which provided a global platform 
for developers of COVID-19 health products to share 
their intellectual property, knowledge, and data. Such 
platforms could be used to support technology transfer 
agreements between developed and developing coun-
tries, ensuring innovative climate solutions are imple-
mented worldwide.

The role of all key stakeholder in the multilateral sys-
tem will have to be discussed to deliver climate finan-
ce justice, including countries, the private sector, the 
Multilateral Development Banks (MDBs), donors and 
private philanthropy. Developed nations should rise to 
their responsibility to provide developing ones with the 
means to promote more ambitious climate action. For 
instance, developed countries must triple the amount 
of bilateral concessional finance by 2030 to deliver on 
the Paris Agreement.  Further, new, and additional 
grant-based initiatives need to be scaled up, and non-
debt instruments need to be prioritized when delive-
ring climate finance. Philanthropic investments play 
a key role in this endeavour, allowing funds to reach 
grassroots organisations and empowering citizens                                 
on the ground.
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Moreover, there is an urgent demand for reform of 
the global financial architecture, including Bret-
ton-Woods institutions and other financial insti-
tutions, such as Multilateral Development Banks 
(MDBs). The G20 International Financial Architecture 
Working Group convened in January 2024, under the 
presidency of Brazil, to discuss the reevaluation of de-
veloping countries’ debt, the promotion of resilient ca-
pital flows, and the role of development banks. As dis-
cussed previously in this document, the compounding 
crisis, including the COVID 19 pandemic and the climate 
crisis, have left countries with limited fiscal capacity for 
investments in both mitigation and adaptation, placing 
a heavier burden on developing nations. 

The G20 is building upon last year’s discussions pro-
moted by the Bridgetown Initiative. The reform agen-
da encompasses liquidity support and debt restructu-
ring for poor countries. Championed by Prime Minister 
Motley of Barbados, the initiative was discussed in the 
Summit for a New Global Financing Pact held in Paris in 
June 2023, led by President Macron. The agenda shifts 
away from transfers funded by taxpayer money to a 
polluter-pay principle, ensuring that concessional re-
sources flow from richer countries to low-income and 
conflict affected countries.  One of the proposals was 
to fast-track the transfer of USD 100 billion in Special 
Drawing Rights (SDR) to climate resilience programs in 
low-income countries. Another proposal was to allow 
countries to divert debt payment to disaster relief. The 
reform would help bridge the gap in much-needed cli-
mate finance, such as adaptation and loss and damage 
finance, and provide the means to ensure that resources 
reach the most vulnerable populations.

Multilateral Development Banks can also contribute 
by integrating data and harmonizing reporting me-
thodologies into the financial framework. Green and 
social taxonomies can play a critical role in providing 
criteria for the delivery of climate finance resources. The 
climate and sustainable development agendas can be 

harmonized with the use of indicators, such as the Sus-
tainable Development Goals (SDGs), to promote trans-
parency and ensure just transition guidelines are being 
followed. Additionally, financial and sustainability dis-
closures can be utilized to report on the observation of 
human rights, among other aspects. For instance, the 
Renewable Energy and Human Rights Benchmark re-
port (2023) was able to show that only 27% of analysed 
companies were committed to just transition principles, 
according to their sustainability reports. Transparency 
and disclosure efforts can spotlight indicators and to-
pics that support a just and equitable transition, condi-
tioning investments on their fulfilment.
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4. CITIZENS FOR CLIMATE FINAN-
CE JUSTICE

It is urgent for climate finance monitoring and 
evaluation frameworks to adopt a more holistic 
approach, incorporating comprehensive elements 
into initiatives, such as social inclusion, protection, 
adaptation, and community resilience for the most 
vulnerable. The climate and sustainable development 
agendas need to be harmonized, with green and social 
taxonomies playing a key role in providing criteria for 
the delivery of resources. Social participation and trans-
parency are also crucial aspects of these efforts. For ins-
tance, climate finance stakeholders, including MDBs, 
donor governments, companies, and philanthropies, 
should prioritize investments that are gender-respon-
sive. Additionally, they should incorporate social and 
environmental safeguards to protect the human rights 
local communities, ensuring their right to prior, free, 
and informed consultations.

With mainstreamed and qualified information avai-
lable, citizens can play a decisive role in ensuring cli-
mate policies and investments reach those who are 
most vulnerable to this crisis. Recent research indica-
tes that 95% of millennials are interested in sustainable 
investing, underscoring the growing importance of so-
cially and environmentally conscious financial choices.  
Citizens wield consumer power and can influence where 
they choose to place their investments. For instance, 
impact investment is emerging as a trend, channelling 
funds into initiatives that not only promise a return in 
profitability for investors but also contribute to posi-
tive social and environmental outcomes. Additiona-
lly, consumers have started movements to scrutinize 
companies’ sustainability commitments to distinguish 
genuine efforts from mere greenwashing. Citizens are 
also becoming more aware about how their consumer 
choices impact people, the planet, and the economy. 
Rethinking consumption is critical and must be incen-
tivized through policies that reward sustainable and           
fair practices.

Citizens can exert pressure on their governments to 
align with more ambitious climate action by actively 
engaging in participatory processes. Decision-making 
processes need to be designed to receive citizen’s inputs 
and give people a say in the decisions that affect them, 
both in private and public instances. Participatory me-
chanisms and processes can drive and accelerate trans-
formative cycles of change, building public support for 
just transition initiatives and enabling greater transpa-
rency and accountability. Transition policies need to re-
flect societies’ long-term needs and wants, promoting 
inclusion and holding governments and corporations 
accountable for their commitments. 

A wide range of participatory mechanisms are being 
applied by citizens worldwide to promote a fair and 
equitable transition. For instance, South Africa’s Pre-
sidential Climate Commission is an independent mul-
tistakeholder body which is engaging ordinary citizens 
in the country’s just transition strategy. Citizens as-
semblies have been gathering in Europe to deliberate 
upon and help build legitimacy for climate policy.   In 
February 2024, Parisians have voted in a referendum in 
France to triple parking costs for SUV’s cars, aimed at 
addressing the higher fossil fuel consumption associa-
ted with these vehicles.  And climate litigation is holding 
governments and corporations accountable for their in-
action on climate goals and commitments using legal 
mechanisms.

Climate litigation initiatives have more than doubled 
in five years, exerting significant pressure on govern-
ments and companies to align with policies compati-
ble with a 1.5-degree pathway.  Notably, a Dutch court 
has ordered the fossil fuel company Shell to comply 
with the Paris Agreement and to reduce its emissions by 
45% from 2019 levels by 2030. Furthermore, the Bra-
zil’s Supreme Court has affirmed that the Paris Agree-
ment holds the status of a human rights treaty, lending 
it constitutional weight.

To maintain and amplify citizens’ initiatives to push 
action, all actors of society, must engage in commu-
nication efforts aimed at translating to the wider au-
dience the benefits of strong climate policies. People 
are increasingly becoming in favour of strong climate 
policies, and effective communication of these can am-
plify this trend and enhance trust in government and 
democratic institutions.
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Civil society, universities and technical institutions 
can act to disseminate knowledge and strengthen vul-
nerable communities to access opportunities in a just 
transition. Funding from philanthropies is crucial to 
promote such initiatives and must be galvanized to 
reach initiatives on the ground. Opensource materials 
and trainings on sustainability could be mainstreamed 
across all careers, ensuring all professionals unders-
tand the risks and opportunities associated with a just 
transition. Additionally, capacity building projects and 
communication efforts should be aimed at dissemina-
ting rights, providing access to capital, and strengthe-
ning and enabling social participation for the most vul-
nerable communities.

Moving beyond participation mechanisms, citizens 
must strengthen democratic processes and support 
candidates committed to climate action. One of the 
most effective ways to ensure that governments are 
truly aligned with the just transition agenda is to pla-
ce individuals in decision-making positions who are 
committed to it. All actors, including but not limited 
to civil society, must engage in efforts to promote fair 
debates and credible information during elections, and 
support the campaigns of candidates committed to the 
just transition. 

Ensuring accountability post-election and post-deli-
beration is also crucial. Support to social movements 
and civil society initiatives, such as youth groups, must 
be galvanized to ensure greater mobilization. Campaig-
ning, lobbying and advocacy, strategic litigation, pro-
test action and building solidarity through communica-
tion strategies are all effective mechanisms to advance 
the just transition agenda. For instance, The Good Lo-
bby is an advocacy initiative that promotes consulting, 
research and training to grassroots movements, NGOs, 
philanthropies, and progressive companies to advance 
the climate agenda.

5. CONCLUSIONS

Decarbonization efforts and net-zero commitments 
are at the centre of economic and financial discus-
sions. The world is increasingly mobilizing resources to 
address the climate crisis, and new financial architec-
tures are being developed to channel both private and 
public investments into this endeavor. Although the 
amount of finance remains insufficient, there is a pro-
mising movement that has started and has abundant 
space to grow.

Funding should primarily flow from developed coun-
tries towards developing ones, considering that the 
former has had the opportunity to develop their econo-
mies and accumulate wealth through the consumption 
of fossil fuels, while the latter concentrates the highest 
levels of global vulnerability. Developed nations need to 
increase their financial contributions so that developing 
ones can adequately address the climate crisis. Develo-
ped countries need to leverage concessional, grant-ba-
sed, and non-debt financial mechanisms, and adopt 
proposed reforms to the global financial architecture 
to ensure funding reaches the most vulnerable nations. 
There is an urgent need to reform the current global fi-
nancial architecture, to provide liquidity support and 
promote debt restructuring to particularly vulnerable 
countries, so they can have fiscal space to address the 
most pressing issues of the climate crisis. 

The relationship between Global North and Global 
South must be reimagined to move beyond extractive 
products and encompass investments in technology 
and innovation to promote green industrialization 
and create high-quality jobs. Developed economies 
still possess most of the technology and intellectual 
property necessary to promote a net-zero transition. 
Partnerships between developed countries and deve-
loped ones must also be reimagined to encompass new 
designs of intellectual property that facilitate techno-
logy transfer and knowledge-sharing practices. This 
is essential to enable vulnerable countries to respond 
effectively to the climate crisis. Furthermore, partner-
ships between governments, including the private sec-
tor, must be equitable, promoting civil society partici-
pation and upholding high standards of human rights 
observation.
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Green New Deals approved should be aware not to increase inequalities. So-
vereign transition plans need to go beyond their scope of decarbonizing national 
economies and ensure they also promote adaptation and community resilience 
through policies of social protection. 

Adaptation efforts must prioritize cities. Currently, 56% of the world’s popula-
tion resides in urban areas, and by 2050, it is projected that 7 out of 10 people will 
live in cities. With this trend of rapid urbanization and densely populated areas, 
cities are becoming increasingly vulnerable to climate risks. For example, 1 in 4 
people lives in high-risk flood zones.   Ensuring livelihood security is imperative 
to uphold the basic rights and well-being of all populations, especially the most 
vulnerable communities. There is a need to incentivize instruments of climate 
finance that enhance urban resilience. This includes mechanisms like payment 
for ecosystem services, nature-based solutions, and biodiversity credits, which 
should be recognized as significant elements of broader mitigation investments. 

Governments need to align their NDCs to the 1.5°C goal of the Paris Agreement 
and expand funding for adaptation. The biggest finance gap is on adaption, and 
the most severe impacts of climate change are going to be felt by countries re-
ceiving an insignificant amount of the current budget. Climate finance needs to 
reach those who are more vulnerable to the climate crisis, primarily vulnerable 
populations in developing countries. Additionally, funding for adaptation needs 
to increase drastically, especially directed towards the most vulnerable countries 
to climate change.

Countries urgently need to cut subsidies from fossil fuels, and fossil fuel com-
panies must transition to renewable energies at a pace consistent with the 
1.5-degree pathway. Current NDCs are projected to achieve only 2% reduction 
in emissions by 2030, falling significantly short of the necessary 43% reduction. 
Even if climate finance flows align with the resources required for NDC imple-
mentation, these efforts alone would not be sufficient to ensure a safe future on 
Earth.

Reimagining current ways of living is essential, particularly in developed na-
tions where citizens demand a considerable amount of energy to sustain con-
sumer patterns. We must draw lessons from indigenous peoples and other tra-
ditional communities on adopting less impactful lifestyles. All societies need to 
learn and embrace a more responsible approach to well-being.
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6. RECOMMENDATIONS

When addressing the climate crisis, it is crucial to re-
think our economic and social model to create a more 
sustainable present and future that is, at the same time, 
carbon-neutral, more resilient, socially inclusive, and 
equitable. 

Citizens are at the forefront of shaping this reimagined 
society, but still, this movements are far from enough. 
They are participating in climate litigation initiatives 
that demand fossil fuel companies reduce emissions. 
Millennials are making impact investments and opting 
for conscious consumer choices. Regular citizens are 
engaging in participatory processes and voting for poli-
ticians committed to climate action. 

Citizens are also leading global movements, deman-
ding that governments and companies take action on 
key points suggested in our recommendations below. 
By implementing these recommendations, all sectors of 
society can collaborate to building citizen capacity and 
addressing the challenges posed by the climate crisis.

• Governments should enhance the ambition of 
their NDCs by establishing a deadline for phasing 
out fossil fuels, aligning the timeline with the goal 
of limiting global warming to 1.5-2 degrees Celsius.

• All actors should increase funding for adaptation, 
prioritizing cities and promoting initiatives that 
enhance urban resilience and generate green jobs, 
such as Nature-Based Solutions.

• NDCs and climate finance strategies, public and 
private, should center around the needs of the most 
vulnerable communities do climate change, incor-
porating gender-responsive approaches and im-
plementing social and environmental safeguards 
to protect and promote the human rights of local 
communities, including the right to prior, free, and 
informed consultations. 

· Decision-making processes, including the 
revision of NDCs, should be redesigned as in-
clusive and participatory, promoting the en-
gagement of vulnerable communities, inclu-
ding indigenous peoples, youths, women, and 
children. 

• Developed countries should transfer technology 
to developing ones and provide funding to enable 
the latter to develop and implement national tech-
nologies.

• Developed countries should prioritize grant-ba-
sed and non-debt instruments to provide clima-
te finance to developing nations, particularly the 
most vulnerable ones.

• Multilateral Development Banks should harmo-
nize reporting methodologies within the financial 
framework, integrating green and social taxono-
mies, and establishing clear criteria for the adop-
tion of just transition guidelines.

· Climate finance mechanisms should incor-
porate the promotion of benefit-sharing with 
local communities, including the fair payment 
of ecosystem services and the generation of 
local employment opportunities. This can be 
achieved through the implementation of, but 
not limited to, Nature-Based Solutions.

· Climate finance monitoring and frameworks 
should include comprehensive components to 
projects, such as gender-responsive approa-
ches, observation of human rights, and adap-
tation measures, including but not limited to 
Nature-Based Solutions.
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• Civil society, universities and technical institu-
tions must take action to disseminate knowledge 
and strengthen vulnerable communities, enabling 
them to access opportunities in a just transition 
and participate effectively in decision-making 
processes. 

• Philanthropic institutions and other organiza-
tions with the capacity to fund projects should 
promote initiatives to train and mobilize citizens 
on the ground, with a special focus on vulnerable 
groups such as indigenous peoples, women, youth, 
and children.

• Governments, companies, and civil society should 
engage in mass communication efforts to convey 
the benefits of strong climate policies, creating a 
social mandate for a just and fair transition, inclu-
ding the use of social media platforms.

• All actors, including civil society, must actively 
work to promote fair debates and provide credible 
information during elections. They should also su-
pport the campaigns of candidates committed to a 
just transition.

• Philanthropic investments play a key role in this 
endeavour, allowing funds to reach grassroots 
organisations and empowering citizens on the 
ground.

• Citizens, with a special focus on the wealthiest 
1%, should change their consumption patterns by 
reducing energy demands and supporting sustai-
nable practices.
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