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What risk has risen to the top of 
identified global risks presented by 
the World Economic Forum (WEF)?1

Failure of climate change mitigation and 
adaptation is -

• No. 1 of the Top 10 regarding impact of a global risk 

• No. 3 of the Top 10 for likelihood of the risk materialising

Climate change risk – Adaptation and 
resilience
In response to the multifaceted challenges presented 
by climate change, the WEF calls for a ‘resilience 
imperative – an urgent necessity to find new avenues 
and more opportunities to mitigate, adapt to and build 
resilience against global risks and threats through 
collaboration among different stakeholders’.

The implications for society, and businesses that 
operate as key members within it, are significant.  The 
ten hottest years on record have all occurred since 
1998; and 2015 was the warmest yet. Scientists agree 
that this warming trend is extremely likely to be the 
result of human activity, primarily from the burning 
of fossil fuels. Scientists also agree that limiting the 
increase in temperature to no more than 2°C above 
pre-industrial levels is necessary to avoid dangerous 
climate changes and their impact on food security, 
water scarcity and human health. Without action, 
average warming in the region of 3.7–4.8°C is expected 
by 2100, with severe, irreversible impacts on natural 
systems and society.

1WEF (2015) 11th Annual Global Risk Report.
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What does this mean for business?

At the end of 2015, a big shift from business as usual was 
achieved with the signing of the Paris Agreement at COP21. 
The agreement indicated that all 195 countries planned to 
be more ambitious in their climate efforts. With the climate 
agreement taking effect in 2020, governments will likely 
implement new requirements for reporting on climate 
issues, with additional mitigation and adaptation measures 
being rolled out.

Some businesses have already started doing business 
differently by, for example:

• Improving their risk analysis and reporting to 
demonstrate how operations are being made more 
resilient;

• Preparing for carbon pricing and participating in 
conversations to find the ‘right’ price;

• Getting the Board on board, and having climate action on 
the agenda more frequently; 

• Emphasizing ‘clean finance’, including building on 
actions and pledges made with regard to new investment 
in clean technology; and

• Gaining a deeper understanding of their full value chains 
(supply and disposal risks and/or opportunities).2 

Commentators note that it is likely that the global economy 
will evolve to a low-carbon model. Investors will look 
more closely at climate-related risk and opportunity, with 
investment in clean technology growing dramatically. 
Pressure will grow for businesses to set 2˚C targets, 
resulting in the emergence of an international carbon 
market.

Business has a critical role to play in the planet’s response to 
climate change, be it through limiting emissions or adapting 
to the impacts thereof. Big emitters in industry and the 
energy sector will need to include carbon costs in their 
business models when making large long-term investments. 
Sectors sensitive to the weather and climate, such as food, 
agriculture, water and commodities, will need to assess 
and prepare for the physical impacts of climate change 
on their business. A future characterised by a changing 
climate and carbon constraints is likely to present business 
executives with new questions and new risks, but also new 
opportunities.

2PwC UK (2016) Business role in Tackling Climate Change

‘Companies have to communicate to 
consumers about what they are selling and 
they have to do it in a way that incorporates 
the whole of their footprint … It’s great for 
the environment, and by the way it’s also 
good for economics. It’s both.’  

  - Tim Cook, CEO of Apple.



4|Climate Change Insight

What should you do about climate-
related risk?

• Climate risk often translates into business risk. 
Businesses should consider both physical and regulatory 
risks within their full value chain.  There are also risks 
associated with national initiatives to mitigate and adapt 
to climate change which business should be aware of, 
for example costs associated with carbon tax or supply 
chain/resource impacts.

• Implement robust measurement and reporting systems 
for carbon emissions, accompanied by appropriate 
carbon management strategies to help manage the 
exposure to carbon risk.

• Management, employees, suppliers and industry peers 
need to work together to find innovative solutions. 
Working with policy makers and governments also 
means you have the opportunity to influence rather than 
react to policy development.

• Look for growth opportunities when responding to 
climate change challenges.

Some questions to ask:
• Have you assessed your company’s vulnerability 

to climate change? Have you looked beyond asset 
vulnerability to the potential disruption of your 
markets, your value chain and your workforce?

• Are you aware of how climate change impacts could 
affect your investment planning and decisions?

• How exposed are your company and your markets to 
increased regulation on carbon emissions?

• Do you have robust emission reduction strategies 
and reporting mechanisms in place within your 
company?

• Have you assessed how material carbon is to your 
business, including suppliers thereof and product 
use or disposal?

• Have you started with mandatory emissions 
reporting in South Africa?

• Do you know where your emissions impacts lie?

• Have you assessed what impact carbon tax in South 
Africa would have on your business?

• Are emissions reductions and energy efficiency 
measures key performance indicators for you that 
are discussed at board meetings?

• Do your investors have targets or objectives around 
climate change? Are you responding to them?

• Do you know which stakeholders can support your 
climate change strategies?

• Are you discussing climate policy with government?

• Do you understand how climate change affects your 
markets?
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Climate change risk/vulnerability 
assessment and adaptation planning 
Climate change has environmental, social, political and 
economic repercussions. Climate vulnerability depends 
on both the severity of projected climate change and the 
resilience of an impacted organisation to climatic trends 
and related shocks.  

Climate change will have a domino effect on 
agricultural and production operations. For example, 
a reduction in the supply of agricultural products and 
scarcity of water may lead to a reduced food supply 
and threats to food security, a rapid global increase in 
commodity prices, social and political unrest, inflation, 
and finally economic slowdown. Under such a scenario, 
it will certainly no longer be ‘business as usual’.  Now 
is the time for leaders to very carefully rethink their 
business models, business priorities and business 
sustainability, and to consider what climate change may 
mean for their objectives.

How can governments and 
organisations minimise the impact 
of climate change, lower their 
risk, adapt to the change, and take 
advantage of the opportunities that 
are available?

Vulnerability assessments help to scope the most serious 
risks using indices of climate exposure, hazard intensity 
and environmental outcomes. A risk-based approach 
allows you to make changes when it is most likely to be 
worthwhile, by doing the following:

• Build awareness of potential effects on operations, 
facilities, supply chains, employees, customers and 
communities.

• Build onto existing risk assessment activities to 
identify how impacts of climate change may affect your 
organisation, including its resource needs, suppliers 
and product use/disposal.

• Prioritise weighing up the options and deciding 
what measures to take, and integrate them into risk 
management systems. It is important to work across the 
value chain and with all stakeholders so as to ensure 
that any actions taken will build in an appropriate level 
of resilience.

The benefits of this approach include:

• avoiding unexpected costs while increasing revenue 
in response to, for example, disruption caused by 
extreme weather events, changes in productivity, and 
lost or gained sales; and

• making the most of strategic opportunities, for example 
through new market opportunities, process capabilities 
or first-mover advantage.

1 2
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What does business need to prepare 
for carbon reporting?

Many countries have put the regulation of fossil fuels front 
and centre of their plans and are also setting targets for 
renewables and low-emission vehicles.  This is true for 
South Africa, too, with the move towards a national carbon 
tax being of particular note.  The tax forms part of South 
Africa’s national response and will have implications for 
business, as will mandatory carbon emissions reporting, 
company-level carbon budgets and up-scaled national 
adaptation and mitigation programmes. See below:

National climate change policy

Instrument Comment

Carbon tax Treasury / Department 
of Environmental Affairs.
Administered by SARS.

Desired emission reduction 
outcomes (per sector) 
and carbon budgets (per 
company / installation)

Department of Environmental 
Affairs 
Being piloted before full roll-out.

Monitoring and evaluation GHG reporting – draft 
regulations in force early 2016. 
National Air Emissions Inventory 
System (NAEIS).

Pollution prevention plans 
(PPPs)

Six Kyoto GHGs as priority 
pollutants. Regulatory obligation 
to draft and implement PPPs.

Response to national developments:  
South Africa
South Africa’s response to climate change has two 
objectives:

• To effectively manage the inevitable climate 
change impacts through interventions that build 
and sustain South Africa’s social, economic and 
environmental resilience and emergency response 
capacity; and 

• To make a fair contribution to the global effort to 
stabilise greenhouse gas (GHG) concentrations in 
the atmosphere at a level that avoids dangerous 
anthropogenic interference with the climate system 
within a timeframe that enables economic, social 
and environmental development to proceed in a 
sustainable manner. 
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Carbon tax

The Draft Carbon Tax Bill was released for comment in 
November 2015.  Its aim is to introduce the carbon tax 
in a phased manner, with the first phase running from 
the commencement of the regime until 2020.  During 
this time the tax is intended to be neutral to revenue and 
to electricity prices, with a warning to large emitters of 
direct emissions that the carbon tax will have financial 
consequences for them from its commencement.  In phase 
one, an initial marginal carbon tax rate of R120 will be 
imposed per tonne of carbon dioxide equivalent (tCO2e), 
but the effective carbon tax rate will vary between R6 and 
R48/tCO2e with comprehensive application of the system 
of tax-free allowances.  It is probably safe to assume that 
the tax will gradually be ramped up after 2020. This will 
include the lowering of thresholds and the removal of 
exemptions.

Mandatory GHG reporting

National regulations in terms of the National Environmental 
Management: Air Quality Act, 2004 (Act No. 39 of 2004 
‘NEMAQA) were published in June 2015. Their aim is 
to introduce a single national reporting system for the 
reporting of greenhouse gas emissions. The regulations 
will be used (a) to inform policy formulation; (b) for the 
Republic of South Africa to meet its obligations under the 
UNFCCC and any other international treaties to which 
it is bound; and (c) to establish and maintain a national 
greenhouse gas inventory. The list of activities that need to 
be reported is extensive and affects most sectors of South 
Africa’s economy, including:

• Energy; 

• Industrial processes and production use;

• Agriculture, forestry and other land use;

• Waste sector; and

• Transport.

Declaration of GHGs as a priority 
pollutant

The draft regulations give notice of the Minister of 
Environmental Affairs’ intention to:

• require the following persons to prepare and submit as 
provided for in NEMAQA section 29: 

 ° those emitting more than 0.1 megatonnes annually of 
the declared greenhouse gases (measured as carbon 
dioxide equivalent – C02e); and

 ° persons undertaking, as a primary activity, a 
production process listed in the draft Declaration of 
Greenhouse Gases as Priority Air Pollutants; and

• determine the requirements for pollution prevention 
plans pursuant to NEMAQA section 29(3).

 
In closing 

Climate change risk takes many forms, and impacts will 
vary across different industries, regions and value chains. 
Addressing climate change requires the development of 
new, innovative solutions to challenges - ranging from 
direct costs to indirect interruptions within a supply chain.  
Placing ‘climate change’ on a business risk register is a first 
step, but it then needs to be unpacked and responded to in 
specific detail.
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