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“The drive for net zero carbon in a matter of just a few decades will mean remaking the global 
economy – and doing so in a remarkably short time. It will require huge investment, bring 
dislocations, add to financial burdens on governments, and impose heavy costs on some parts 
of the economy. At the same time, it will create major new economic opportunities, open new 
frontiers for technology and innovation, and stimulate entrepreneurship and creativity.”

Daniel Yergin, The New Map, 2020

The global climate action imperative:  
for people and for planet 

Approximately ten years ago, it was estimated that without 
action on climate change, temperatures this century would rise 
by 4°C or more, when compared to pre-industrial benchmark 
levels. At least a decade before this, calls began for action to 
limit global warming, and these have only intensified as time 
has gone on. Then, in 2015, 196 countries came together 
to sign The Paris Agreement – a legally binding accord to 
limit global warming to below 2°C, ideally to 1.5°C. This 
undertaking was strengthened five years later at the 2021 
United Nations Climate Change Conference (COP26) in 
Glasgow. As a result of efforts made in the last five to ten 
years, it is currently estimated that the earth will be 2.7°C 
warmer by the turn of this century.1 This is a substantial 
improvement on the previous 4°C estimate but remains wholly 
inadequate considering some of the potentially devasting 
consequences for people and planet that such an increase in 
temperature would lead to.

In February 2022, the United Nations’ Intergovernmental 
Panel on Climate Change (IPCC), published a scientific report 
which makes for alarming reading. The research, conducted 
by 270 researchers from nearly 70 different countries, is not 
particularly optimistic about The Paris Agreement’s preferred 
goal of a temperature increase of only 1.5°C. The report 
estimates that the probability of exceeding an increase of 
1.5°C is at least “greater than 50%” in the near future. This 
remains the case even for their “very low” greenhouse gas 
emissions scenario. The research also estimates that, presently, 
around 3.5 billion people worldwide live in situations that are 

“highly vulnerable” to climate change and goes on to state 
that “global warming, reaching 1.5°C in the near future, would 
cause unavoidable increases in multiple climate hazards and 
present multiple risks to ecosystems and humans.”2 Indeed, 
say the researchers, the effects of climate change are already 
wreaking havoc. The New York Times summarized some of the 
most devastating and concerning consequences highlighted by 
the report. In Africa and Asia, approximately 13 million people 
were displaced because of extreme weather events such as 
floods or storms in 2019 alone. The risk of malnutrition and 
hunger is rising as temperatures rise, causing droughts and 
destroying food crops. Approximately 1.4 million children will 
soon be at risk of ‘severe’ growth-stunting malnutrition. At 
present, around half the global population is also faced with 
water scarcity for at least some portion of the year, and water 
scarcity is only set to worsen. If the earth heats up by 2°C, 
between 800 million and three billion people could experience 
chronic water scarcity.3  

Parts of the developed world are also at risk of facing water 
scarcity, including a third of the Southern European population. 
As recent wildfires in places such as Australia, Germany, North 
America, China, and Siberia have shown, rich countries are 
also affected. That said, poor countries are disproportionately 
affected by the ravages of climate change. The IPCC study 
reports that in the decade leading up to 2020, extreme weather 
events killed 15 times more people in the developing world, 
compared to the number of people who lost their lives in 
developed countries.4 Women and children also tend to be more 
negatively affected, relative to men. Hence climate change is 
leading to even more unequal societies and retarding gender-
equality initiatives. 
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The World Economic Forum (WEF) points out that since the 
climate crisis presents a global threat, solutions must also be 
global, and wealthier countries need to support developing 
countries as they struggle to navigate the actions required 
to address the crisis. The challenge, however, is that there 
has been a steady trend towards a retreat from globalization. 
Instead, the world has seen rising nationalism over the past 
decade as nation-states become ever more parochial and 
protectionist. Putin’s invasion of the sovereign state of Ukraine 
could well usher in another Cold War, further dividing the 
already fragmenting geopolitical world map. Viewed within this 
context, it becomes clear how critical the role of multinationals 
and global business will be in the fight against climate change. 

The corporate climate action imperative

The macroeconomic imperative
In 2019, the World Bank estimated that the cost of investing 
in infrastructure, such as that which is required for renewables, 
would total $90 trillion. The good news is that the bank also 
estimated the return on such investment to be four times as 
great.5 The cost of not meeting the Paris targets has been 
predicted to be economically dire, with the world economy 
shrinking by between 7% and 10% owing to adverse climatic 
effects.6 

The case for climate action by corporates is strong, beginning 
with the devastating macroeconomic effect that a shrinking 
global economy would have on demand for goods and services 
and, consequently, on the financial health and sustainability of 
companies. Coming off the back of the economic effects of the 
Covid-19 pandemic and its supply chain disruptions, followed 
by the war in the Ukraine, such a projected decline in GDP is one 
the world can ill afford. 

Reporting and regulations
Companies and industries have traditionally been sluggish in 
terms of tracking and reporting on their carbon footprint. By 
December 2020, less than 10,000 companies worldwide were 
voluntarily reporting their carbon emissions to the non-profit 
organization formerly known as the Carbon Disclosure Project 
(now simply CDP). However, in recent times, several sectors, 
or institutions – many of them multilateral and/or global – have 
begun to put in place environmental reporting requirements. 
In 2019, the International Accounting Standards Board (IASB) 
published the International Financial Reporting Standards 
(IFRS), which included climate related disclosures, before 
going on to create the International Sustainability Standards 
Board (ISSB). The goal of the ISSB is to develop a baseline of 
international sustainability disclosure standards. The Financial 

Stability Board set up the Task Force on Climate-related 
Financial Disclosures (TCFD) to develop recommendations for 
reporting on climate risks. The idea is to provide investors and 
lenders with a more transparent view of the longer-term viability 
of investments and of borrowers’ reliability. It is hoped that such 
reporting will direct funds towards opportunities which are more 
sustainable, and that this, in turn, will lead to transformation of 
the sector, with investee and borrowing companies recognizing 
that without proving their sustainability, their access to funds 
will be progressively more limited or more expensive. The 
London Stock Exchange, in 2021, became the first exchange to 
issue guidance on climate reporting, stating that increasingly, 
the allocators of capital are looking to invest in companies with 
transparent policies in place to mitigate climate risk. Nasdaq 
has also begun to consider the ESG criteria of companies being 
evaluated for listings on their exchange. Most recently, on 21 
March 2022, the U.S. Securities and Exchange Commission 
(SEC) proposed rule changes to “enhance and standardize 
climate-related disclosures” for the benefit of investors. The 
idea is that certain climate-related risks could materially affect 
businesses. The proposed disclosures would include the extent 
of greenhouse gas emissions.7 

These are some examples to illustrate the importance that is 
increasingly being placed on risks related to climate change 
at global, industry, and corporate level. However, even in the 
absence of regulations, various reasons exist why it makes 
business sense for companies to take part in the quest to 
achieve net zero emissions.

The early-mover advantage
Being an early mover in the fight against climate change can 
give firms a competitive edge. The First Movers Coalition, 
launched at the COP26 Conference, is a joint initiative between 
the World Economic Forum (WEF) and the United States’ 
Special Presidential Envoy for Climate, John Kerry. The coalition 
has committed to procuring zero-emission goods and services 
by 2030. The goal of this collective is to create a critical mass 
of demand for low-carbon technologies. A WEF report from 
November 2021 recommends that policymakers develop 
incentives and support for first movers in the quest to catapult 
climate-friendly technologies and firms to help these become 
competitive and sustainable.8  

Early movers are also better placed to avoid potentially imminent 
regulatory risk. The trend is towards climate compliance 
becoming not only a crucial differentiating factor for companies, 
but also a key decision-making factor for investors and lenders. 
It is also likely that current non-mandatory disclosures will 
become binding as 2050 looms closer. 

5. https://eciu.net/analysis/briefings/net-zero/net-zero-why
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8. World Economic Forum, (2022) Winning the Race to Net Zero
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Early movers are also better placed to avoid potentially imminent 
regulatory risk. The trend is towards climate compliance 
becoming not only a crucial differentiating factor for companies, 
but also a key decision-making factor for investors and lenders. 
It is also likely that current non-mandatory disclosures will 
become binding as 2050 looms closer. 

Impact on productivity
Productivity levels of firms are affected by extreme weather 
events, such as wildfires, storms, and flooding. These events 
can wreak havoc with business communications and logistics, 
not to mention the productivity of staff, thereby affecting overall 
company productivity.9 But productivity is not only negatively 
affected by disaster events. Studies have found that higher 
temperatures and air pollution have a detrimental impact on 
people’s health, leading either to more sick leave or a less 
productive presence in the workplace. Either way, productivity 
decreases. Unfavorable working conditions such as outdoor 
labor or poorly air conditioned or ventilated offices, may lead to 
demands for higher wages, thus increasing the cost of doing 
business.10  

Lower cost of capital
In addition to Deutsche Bank committing, in 2020, to channel 
more capital to “green and sustainable infrastructure projects,” 
the bank also stated that it would offer lower costs of capital for 
both debt and equity to companies with “the most rigorous ESG 
focus.” And, according to Morgan Stanley’s investment research 
firm, MSCI, companies with better ESG scores have already 
been benefiting from lower costs of capital. MSCI’s study spans 
the period 2015 to 2019 and found that across both emerging 
and developed markets, high-rated ESG firms, were, on average, 
able to access cheaper debt and equity than their counterparts 
with poor ESG ratings. This trend will likely intensify as more 
financial institutions follow in the footsteps of Deutsche Bank.

Recruiting and maintaining talent
One need only think of the young climate activist Greta 
Thunberg and the momentum she created globally, to 
understand the extent to which Generation Z is motivated to 
fight against climate change. Though the youth of today may 
represent the generation who cares the most about the planet, 
they are not alone. As far back as 2017, PWC conducted a 
study across different ages of employees in the UK, the US, 
India, Germany, and China titled The Future of Work: A Journey 
to 2022.11 The study found that 65% of respondents wished 
to work for an organization with a strong social conscience, 
including employers whom they perceived to be making 
changes to positively affect the environment. More recently, in 
2021, a poll by Gallup found that 70% of US workers reported 
that a potential employer’s environmental record was a factor 

in their job-search decision-making.12  This is one of the key 
reasons for firms to command a view of the impact of their 
spend, so that it can be communicated to attract and retain top 
talent. 

Reputational risk
The TCFD notes that climate change can potentially pose 
a reputational risk to companies in terms of customers 
or community perceptions.13  Stakeholders are becoming 
increasingly concerned about the environment, particularly 
younger generations. According to RepTrak’s 2020 Global 
Trends in Reputation Report, climate change is the fifth most 
cited reputational risk for corporates. Among the top three risks 
are two which would probably also encompass climate risk if 
it weren’t so critical as to warrant a mention on its own. In first 
place is ‘higher purpose’ which involves meeting customer and 
community needs on an emotional level. ‘Responsible investing,’ 
in third place, concerns considering ethical and environmental 
factors, as well as financial factors, in financial decision making. 
In addition, climate related scandals can cause irreparable 
reputational harm. Take the recent case of Shell in South Africa. 
The oil company’s plans to conduct a seismic survey in its quest 
for the discovery of oil and gas sparked protests in Cape Town 
when its blasting vessel arrived in the city’s harbor in December 
2021, before an environmental lobby group won a court case 
to halt the exploration. The protests made international news, 
including activists’ calls to boycott Shell’s gas stations, resulting 
in poor public relations.14

Procurement has a powerful role to play in 
preserving the planet

Scope 1 and Scope 2 carbon emissions are those produced 
by companies themselves or those that are produced during 
the purchase of energy. For many sectors, however, supply 
chain emissions “far exceed” emissions that are produced 
by the actual operations of companies. In fact, it is estimated 
that supply chain emissions (known as Scope 3 emissions) 
account for approximately 80% of most firms’ emissions.  The 
procurement department, therefore, has an extremely important 
role to play within companies when it comes to preserving the 
planet. Sustainable procurement is defined by the Chartered 
Institute of Procurement & Supply (CIPS) as:

The act of adopting social, economic and environmental 
factors alongside the typical price and quality 
considerations into the organisation’s handling of 
procurement processes and procedures.16

The institute goes on to point out that sustainable procurement, 
if conducted effectively, should lead to benefits over and 
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above the advantages discussed earlier. ‘Future proofing’ is 
one such benefit since sustainable procurement should assist 
organizations to avoid future supply scarcity and to adapt in 
time to changing social, economic, and environmental factors.17 

CIPS also explains that corporates can benefit from growth 
in revenue by appealing to consumers looking to buy from 
sustainable companies owing to increased “brand equity and 
loyalty.”18 

In addition, since procurement spend within organizations – 
especially large organizations – is often significant, purchasing 
decisions and the thoughtful channeling of procurement spend 
can have a far greater impact than corporate social responsibility 
initiatives can hope to have.

Challenges in the carbon tracking of  
supply chains 

Since most organizations’ emissions are Scope 3 in nature, for 
them to contribute towards the reduction of emissions, they 
would need to look at their upstream and downstream value 
chains.19 Naturally, this presents a challenge for procurement 
departments in a world in which less than 10,000 firms 
voluntarily report on their carbon footprint. Although regulations 
around climate-related disclosures are growing in number, 
they are currently far from sufficient to be relied upon for 
the transformation of firms’ supplier networks. One of the 
key challenges that individual companies face is that carbon 
accounting practices are in their infancy, and a lack of standards 
remains, even within industries, to successfully quantify Scope 
3 emissions. In fact, McKinsey has likened the state of carbon 
accounting to the state of cost accounting 40 years ago prior to 
the introduction of ERP systems.20  

A further challenge is that supply chain carbon tracking will 
require engagement and collaboration with suppliers. Ideally, 
it would also entail industry-wide consultation and agreement. 
Both are costly as well as time-consuming – something that 
companies can ill afford and that the planet and its people 
certainly cannot afford. 

The technological carbon tracking solution

Disruptive technological progress and policy action are all 
happening in a non-linear way and occurring much faster 
than anticipated. Collectively, companies underestimate the 
change ahead and act too conservatively, risking stranded 
assets and obsolete business models as a result.

World Economic Forum, Winning the Race to Net Zero

It is true that carbon accounting is not where it should be. 
However, in 2022 we are not in the same situation as cost 
accounting was in the 1960s. To be sure, standardized tracking 
metrics across industries do not yet properly exist. But that does 
not mean that individual companies are paralyzed in their quest 
to reduce their Scope 3 emissions. 

Corporates need to be armed with knowledge to understand 
their existing sustainable procurement baselines, to identify 
opportunities as well as gaps, and then to take action to improve 
their sustainable procurement practices. Fortunately, existing 
technology solutions exist that can provide data visibility and 
information upon which companies can base their decisions 
to reduce their negative impact on the planet. In the words of 
SCP’s cofounder and director, Chimae Goncalves: “digitalization 
brings visibility.” Chimae firmly believes that procurement can be 
impactful, as long as you have a solution that takes everyone’s 
end goal into account.

Supply Chain Partner’s team are experts in the technology 
available for organizations to track themselves against their 
climate goals. We work with our technology partners to 
configure software to support sustainable procurement. We 
understand how important it is to begin with a baseline, not only 
to have a benchmark from which to measure progress, but also 
to design appropriate and realistic targets and milestones. 
When it comes to sourcing locally, a happy overlap exists 
between inclusive procurement and sustainable environmental 
procurement, thus positively affecting both the planet and 
its people. Supply Chain Partner is committed to both and 
has significant experience helping to digitally onboard local 
suppliers, both big and small. Our clients benefit from the 
configuration of their procurement systems to identify, through 
the system’s marketplace, local suppliers who are not yet part 
of their supply chains. Purchasing managers therefore have 
visibility of, and access to, suppliers who can potentially meet 
their local-sourcing needs. This is a fast and cost-effective 
way for organizations to expand their supplier networks and 
become more sustainable procurers. With the technology at 
their fingertips, users are quickly and seamlessly connected to 
suppliers, helping to make sustainable spend choices second 
nature. This applies to both local suppliers (who are ‘green’ 
by being nearby) and to suppliers who market themselves as 
positively environmentally active.

Traditionally, sustainability was housed in a separate 
department and lead by a chief sustainability officer. While this 
may still be the case, and while this system continues to have 
many merits, it meant that sustainability was not necessarily a 
key pillar of corporate procurement decisions. But with business 
spend management, it can be.
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Our software partner, Coupa, as part of its Sustainable 
Business Spend Management (BSM) platform, offers tangible 
ways for organizations to reduce their negative environmental 
impact. For example, vehicle routings can be optimized to 
decrease travel distances; the platform can assist with water 
consumption management; it can help to reduce the use of 
single-use plastics; and it can improve existing recycling.21 It 
can also optimize the electrifi cation of vehicle fl eets.

Of course, measuring spend is just as important as managing 
spend, and sustainable spend is no different. If an organization 
wants to help bring about positive environmental change, 
decision-makers must measure their organization’s ESG 
impact. In this respect, Coupa provides detailed insights into 
sustainability, even going so far as to show “exactly how many 
trees, water, oil, and carbon is saved by going paperless.”22

In addition to establishing baselines as a starting point, it 
is equally critical for companies to be forward looking. The 
software partners with whom SCP has chosen to work provide 
systems which offer predictive analytics. Managing forward 
rather than reactively helps companies to reduce risk, to be 
more prepared for unplanned events, and leads to a less 

stressed work environment for employees. It also means that 
companies can undertake scenario planning for their supply 
chains and can analyze the future environmental impact of 
their business spend decisions. In this respect, Coupa Supply 
Chain Design & Planning goes as far as to model the footprint 
of supply chain emissions and trade offs. It can also create 
forecasts designed to reduce future waste. 

Transformation through technology from the top down
For businesses to create a virtuous circle of green suppliers 
who, in turn, procure from their own environmentally conscious 
suppliers and so on, pioneers will need to harness the power 
of procurement technology. Corporates are best placed to 
lead the charge in this respect as they have the resources 
to implement transformational technology and the leverage 
to drive change from the top down. They can bring smaller 
suppliers into the green procurement network through the 
advanced software capabilities that sophisticated systems 
offer, such as the marketplace offering. This means that large 
and small businesses alike can become part of transforming 
how business is done from an environmental perspective. Only 
then will the world have a hope of eventually becoming carbon 
neutral.

Contact us
info@supplychainpartner.com

South Africa
 0861-1-SUPPLY
 Unit 1 Central Park, 13 Esdoring Nook,
 Highveld Techno Park, Centurion 0169

USA
 +1 (949) 315 6418
 310 S Harrington St, Raleigh, NC 27603

Stay in the loop
Sign up with your email address 
to receive news and updates.

SIGN UP

https://www.supplychainpartner.com/contact-us/



