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business

they can do for your business?

How sustainability can relate to budgeting and
investment within business
According to studies performed by the Economist Intelligence Unit, a rise in global
temperatures of six degrees (which is the worst case scenario) would inflict $43 trillion
of losses on investment portfolios. This is around 30% of the entire stock of manageable
assets.
This shocking statistic shows how pivotal striving towards sustainability is. It vital that we
act now to ensure global temperatures do not reach this point.
Businesses can budget and invest in the green economy, which is; ‘low carbon, resource
efficient and socially inclusive.’ In 2008 the UN created the Green Economy Initiative
(GEI). So far 65 countries have signed up, pledging to make the environment and social
equality the forefront of their investments. Businesses must follow suit if we are to stay
below catastrophic temperature increases.
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Why business should budget and invest in
sustainability
Investing in the environment reduces risk in the long-term. While there will be a transitional risk
moving from a carbon focused economy to a renewable economy. This risk is significantly smaller
than the one arising from carrying on business as usual.
The IPCC (international panel on climate change) published their sixth assessment in 2021, stating
that we are already seen irreversible impacts of climate change and that immediate reductions in
greenhouse gas emissions are needed to limit the impact of increasing temperature.
The report outlined the difference between a 1.5 and 2 degree increase in global temperatures,
which would be catastrophic. The 2 degrees increase in temperatures compared to the 1.5-degree
increase would pose 2 times or 3 times more threat to; humans and ecosystems, the economy and
infrastructure. This half a degree is life changing.
In addition, investing in sustainability is a legal requirement for certain businesses. The UK Government
announced under the Companies Act 2006 (Strategic and Directors’ Reports) Regulations 2013, that
quoted companies and large UK incorporated unquoted companies with at least 250 employees or
annual turnover greater than £36m and annual balance sheet total greater than £18m, are required to
report their annual greenhouse gas (GHG) emissions in their directors’ report.
This is great news. By businesses reporting on their emissions; targets can be put in place for us to
reduce global greenhouse gas emissions.
Furthermore, for businesses to become more sustainable makes sense from a consumer viewpoint.
Companies that practice “Conscious Capitalism” perform 28x better. Consumer are demanding that
businesses budget and invest in sustainability.
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How to budget and invest in sustainability
Sign up to the SBTi (science-based targets imitative) or set your own targets. This is a
step in the right direction.

What is the SBTi?
The initiative is a partnership between CDP, UN Global Compact, WRI and WWF. It helps
businesses set targets based on the science of global warming (staying below the 1.5
degree increase in temperature).
The initiative provides companies with a platform to publish their targets and show the
world that they are doing their bit for climate change.
By publishing targets businesses are more likely to achieve them.

Striving for transparency
Transparency works both ways. Not only should you provide all information to your clients
and customers, but you need to demand it from your suppliers and portfolios.
Ask questions such as:
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•

Where are my assets being held? Does my portfolio have a profound impact on the environment?

•

Have short term and long-term climate risk been considered?

•

Have you benchmarked against the carbon disclosure standards board?

Invest in an Environmental Management System
Does your business have a systematic Environmental Management System that defines your
environmental objectives?
In order to reach your goals, it is important to set them out clearly. Having a system where you monitor
your data (water, waste, electricity, gas and travel) can help you to see if you are close to reaching
your overarching goal.
Having an EMS system will also ensure you are complying with environmental legislation and actively
engaging staff. It is a place where all information is readily available. Staff and clients will be able to
view your environmental policy and participate in travel incentives. For example, the cycle to work
scheme or the Climate Perks pioneer program (where staff get an extra day holiday for not flying
during the year).

Summary
As demonstrated in this eBook, sustainability can relate to budgeting and investment within business
in many ways. Businesses can ensure a financially stable future by reducing their environmental
impacts at present. In doing so they are investing in a renewable future and decreasing financial risk.
This in turn will incentivise staff to work for that company, encourage consumers to chose them and
facilitate their profits in the future.
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A Forward Thinking
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Management
Consultancy
For more information, please visit www.greenelement.co.uk
or email info@greenelement.co.uk

