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The threat of climate change is so severe that 
it will be impossible to mitigate it without full 
participation from the private sector. Although 
the private sector has been responsible 
for over 70% of the global greenhouse gas 
emissions, they have contributed only 18.5% 
to climate finance.1 For too long, delivering 
on climate change has been the burden of 
governments. But the private sector has to 
support those goals with tangible actions and 
work jointly with the public sector. 

Enterprises may recognise sustainability 
as smart business, but find implementing 
strategies to reduce emissions, meet global 
environmental and social standards, and meet 
ecosystem restoration targets challenging. 
Hence, they have to work alongside the 
public sector to execute goals that will drive 
the net-zero transition and help vulnerable 
communities cope with climate impacts.

Unitedly there’s a very narrow scope to pursue 
innovations that avoid the most disastrous 
crisis and grasp the opportunity that climate 
change mitigation presents.   
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The Role the Private 
Sector Can Play
The private sector can play a far-reaching role 
in mitigating climate change because they 
control a more significant proportion of global 
finance. The private sector accounts for2: 

• 85% of all investments worldwide.

• 90% of generated income in developing 
countries. 

• 75% of global climate finance flows.

With this control of global finances, the private 
sector is responsible for investing in both 
bankable and non-bankable projects that can 
contribute to fighting climate change.

Bankable projects need to be more than self-
seeking. But they can help create business 
models that increase the company’s value. The 
World Bank, for instance, issues Green Bonds 
that raise money for mitigation and adaptation 
projects. They’ve issued over $3.5 billion so 
far. When they issue Green Bonds, the World 
Bank benefits from AAA credit rating, which is 
the highest credit rating agencies can grant to 
get financing at a low-interest rate.

Non-bankable projects are considered risky 
because they may not generate cash returns. 
But often, the private sector has the talent, 
equipment and amenities to help realise 
and execute technological innovations that 
can have an astronomical impact on climate 
change. 

Turning a non-bankable project into an 
opportunity to make business gains while 
saving the planet requires innovative thinking 
and new approaches to climate change. 
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The Importance of Public-
Private Sector Partnership in 
Climate Change Mitigation
On the one hand, business practices have been 
associated with environmental pollution and 
degradation — especially in countries lacking 
strong environmental governance. However, 
the private sector will be an influential partner 
in solving environmental issues and driving 
green-growth.

Larger enterprises, for instance, can encourage 
greener behaviour across the supply chains 
that they manage. Banks and investment 
companies can promote clean infrastructure 
and businesses. Entrepreneurs and startups 
can utilise their skills and knowledge to 
innovate cleantech and resource-efficient 
products. 

The private sector can foster green growth by3: 

• Mobilising Green Investment: the private 
and public sectors can partner to co-invest 
in renewable energy and energy efficiency 
projects and bring them across different 
countries.  

• Enabling Green Development in the 
Private Sector: private businesses can 
support the creation of new markets and 
improve the technical capacity that will 
help governments in different countries 
mobilise and sustain green investment 
over time. They can help develop value 
chains and markets for environmental 
products and services. 

• Bringing Climate Innovation to the 
Market: the private sector can utilise its 
skills, knowledge and other resources 
to bring new climate innovations to the 
market and ensure the adoption of their 
products through public partnerships. 

The private sector has to invest in innovation 
that will enable them to bring new tech-
driven solutions to the market and create 
new markets for those products to play an 
important role in achieving climate action 
goals.

How the Private Sector Can Foster Climate Action
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Climate change is the biggest catastrophe the 
world has ever faced. There’s a 90% probability 
of exceeding a 2°C temperature rise based on 
what countries have promised to do and 97% 
based on what they are actually doing.4 

The private sector has to play a critical role in 
adapting to the impacts of climate change for 
societal and organisational wellbeing. They can 
help play different roles in climate adaptation5:

• Adapting its own assets and operations to 
climate change: this will ensure business 
continuity and protect the stakeholder, 
including all the people who depend on 
private jobs and infrastructure. 

• Collaborating with and supporting the 
financial adaptation of others to the 
impacts of climate change: this will be 
crucial in building sustainable ecosystems 
where businesses operate as well as areas 
most vulnerable to changes. 

• Innovating new products and resilient 
services: climate innovation from the 
private sector has implications for 
achieving the Sustainable Development 
Goals (SDGs), an impossible task without 
new approaches, ideas, research and 
investment from this sector.

Different types of private sector companies 
have to focus on different areas of 
implementing, financing and supporting 
adaptation to climate change, such as: 

• Small businesses have to focus on their 
own adaptation primarily. 

• Large companies, especially those 
operating in different countries, have to 
climate-proof their own assets as well as 
support their entire value chain. 

• Banks and financial institutions will have 
to finance private and public adaptation. 
They have to update their portfolios to 
include green projects while reducing the 
vulnerability of the communities most 
susceptible to the impacts. 

• Insurance companies will play a critical 
role in helping mitigate and underwrite 
risks associated with climate change, 
building resilient infrastructure 
and communities that reduce their 
vulnerabilities.  

Private sector organisations will have to face 
climate change’s physical, transitional and 
liability risks. So, it makes business sense 
to ensure their own survival by adapting to 
climate change.
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The Financial and Social 
Benefits of Adapting to 
Climate Change
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Adapting their business models to climate 
change also benefits the private sector. 
Becoming resilient to climate change will give 
companies a competitive advantage and open 
up new markets by adopting new products and 
services. Therefore, climate innovation will also 
drive business growth.  

Further, the private sector plays a critical 
role in creating jobs, economic growth and 
poverty reduction. In developing countries, it’s 
responsible for 80% of critical infrastructure, 
including energy, water, transport and food 
supply. Hence, as organisations invest in climate 
innovation, it will also increase the adaptation 
and resilience of the broader community, 
including employees, clients, local communities 
and governments.

The private sector has been growing its 
investment in areas such as battery storage, 
green hydrogen, direct air carbon capture and 
other techs that could help reach net-zero 
emissions. Thanks to these investments, now, 
the cost of solar and wind technology is lower 
than emission-causing coal.

U.S. climate envoy John Kerry says, “No 
government in the world has enough money 
to solve the climate crisis or complete the 
energy transition, and that private investment 
in clean energy technology is therefore critical 
to combating climate change. [In the private 
sector] there are literally trillions of dollars 
under management. There’s a great deal of 
money chasing good projects and good deals. I 
believe the private sector has the ability to win 
this battle for us.”7

He says that the “private sector is 
increasingly disclosing climate-related risks 
and opportunities, as well as reassessing 
investments that previously didn’t consider 
climate risk.”

There are also high societal-benefits
of involving the private sector in climate 
finance. The private sector can “de-risk” 
investments and increase investments 
in climate-friendly business models and 
technologies. Some of the societal benefits 
of including the private sector in climate 
innovation are8:

• Form public-private partnerships that 
foster large-scale adaptation of climate-
friendly business models without any 
trade barriers over jurisdictions. 

• Promote climate-friendly innovations and 
initiatives and share technical resources 
and skills. 

• Work with the public sector to transition 
to low carbon economies. 

• Improve climate resilience in susceptible 
regions and communities. 

• Prevent the indirect impacts of climate 
change like loss of jobs, resource scarcity 
and armed conflicts. 
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Why Customary ESG 
Strategies Won’t Suffice for 
Climate Actions
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A UN report noted that the growth of five 
different areas in climate change proved that 
businesses are changing the way they work. 
These areas include8: 

• Committing to becoming a low-carbon 
business: enterprises globally have 
committed hundreds of billions of dollars 
to support climate action. Financial 
institutions are investing in emission 
reductions, leading to cleaner energy 
and air. Besides, companies are also 
experimenting with new and innovative 
economic approaches and embedding 
climate change into their primary 
investment strategy.

• Increasing issuances of green bonds: 
there was a staggering 164% year-on-
year increase in the issuance of green 
bonds in 2021, from $3.9 billion to $10.4 
billion8 – yet another signal that investors 
are gaining interest in the climate change 
space. Companies will channel the money 
from these bonds towards green projects 
in water, transportation, energy and 
buildings.

• Utilising Internal Carbon Prices: Over 15% 
of S&P 500 companies have factored in a 

carbon-related price in their investment 
strategies. The number of companies 
using internal carbon pricing has also 
increased 3X. 

• Divesting from fossil fuel companies: 
led by consumers, many investors are 
decarbonising their investment portfolios 
and collaborating with carbon-intensive 
firms to execute more sustainable 
practices. 

• Creating new insurance products to 
respond to the impacts of climate 
change: many insurance companies 
have created new tools and products to 
understand and respond to climate risks 
and vulnerabilities, even as end-users 
are insuring their assets from weather-
related losses. Some of these products 
include microinsurance, catastrophe 
bonds and index-based insurance.

The International Energy Agency reported 
in December 2021 that renewable power 
installations are set for a record year. The 
agency forecasts that the growth will account 
for nearly 95% of the increase in global power-
capacity through 2026. Yet, IEA warned that 
even that would not be enough to meet the 
net-zero emissions by 2050.7
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The private sector has been fighting climate 
change, but its involvement hasn’t been 
strategic or impactful enough to meet 
UN SDGs. By all estimates, achieving the 
1.5-degree goal is not possible at the current 
state. 

Businesses have viewed climate change as a 
part of their risk management and regulatory 
compliance. They have failed to see it as an 
opportunity to create value, both for their 
organisations and the communities they serve. 

Private enterprises have tremendous potential 
to develop solutions that lower costs and 
provide more effective responses to climate 
change while growing their profitability. 
They have the chance to bring resiliency 
to vulnerable communities and long-term 
sustainability to private investments.

As the UN stated, private organisations will 
be critical in helping the world transition from 
“shared risk” to “shared value.” 

Businesses have to ask how their actions affect 
the environment and how their strategies can 
meet SDG goals. How companies expand their 
assets, capabilities, services and ecosystem 
should rely on that primary goal.

Building this new business model requires 
a radical change and knowledge of climate 
science, and a thorough understanding 
of change management and innovation 
techniques. 
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Learn more

Learn to navigate the disruptions caused by climate change and 
the opportunities to create environmental, societal and corporate 
value through business remodelling. 

Esme Learning Solutions

We offer executive online education programmes from top-tier 
universities like Imperial College Business School that teach 
professionals how to harness the power of innovation to upskill, 
empower and accelerate their careers.

Imperial College Business School Executive Education 

Climate Innovation: 
Accelerating to Net Zero 
Emissions
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https://esmelearning.com/collections/imperial-college-business-school-programmes/products/climate-innovation-accelerating-to-net-zero-emissions?utm_source=ebook&utm_medium=cli&utm_campaign=
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