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Economic and business prosperity is inextricably linked with nature. Yet nearly one 
million species are at risk of extinction and the global temperature rise is set to exceed 
1.5°C due to unsustainable human behaviours. It is clear that current production, 
manufacturing, and consumption practices are fueling the degradation of nature. Critical 
shifts and collective action are therefore required to mitigate this nature crisis. 

Globally, ambitious action is being accelerated to achieve net zero emissions by 2050 
and stem biodiversity decline. Business plays a key role in achieving these goals.

Based on analysis from EY, Forces for Nature addresses the business drivers that 
demand companies embed nature at the core of their business strategies and take 
proactive action to mitigate climate change and biodiversity loss. 

With stakeholder capitalism becoming a more visible corporate governance model, 
business action on nature is being driven by a variety of stakeholders including 
community, suppliers, customers, employees, investors, governments, and regulators. 
This report highlights tangible examples of these stakeholder expectations and case 
studies of various companies’ responses. 

This reports provides directions for how companies can align their actions with 
stakeholder expectations. Companies should consider these directions in conjunction 
with robust climate mitigation & biodiversity protection plans. In doing so, business can 
lead the collective shift towards achieving net zero emissions by 2050 and stemming 
biodiversity loss. 

Embracing a stakeholder-
centric governance model 
provides companies with 

increasingly greater 
financial returns and non-

financial success.

Companies should actively 
engage with stakeholders 

and align with their 
expectations. 

Community, investor and 
customer expectations on 

climate change are the most 
mature across all 

stakeholders, with regulator 
nascent expectations set to 

strengthen.

Companies are responding 
to these expectations by 

setting net zero emissions 
targets and ceasing their 

reliance on fossil fuels. 

Business is continuing to 
shift from reactive 

environmental responses to 
proactive action to mitigate 

the nature crisis. 

Companies that operate on 
a “business as usual” basis 
will not sustain long-term 

corporate value.

Expectations for business 
action on biodiversity is 

rapidly developing 
internationally. 

Companies can expect 
that Australian 

stakeholders will follow 
and adopt similar 

expectations over the next 
decade. 

Fostering trust is critical to 
engaging and meeting 

stakeholder expectations on 
the environment and the 

nature crisis.

Companies should be 
transparent in their actions 

and investments with all 
stakeholders.

COVID-19 is catalysing action 
for a nature based recovery 

and more inclusive 
perspectives on economic 

development.

Companies can take this 
opportunity to embed 

environmental 
sustainability as a pillar of 

their business’ purpose.

Stakeholder expectations in 
respect of the nature crisis are 

not isolated.

Companies should consider 
the interconnectedness and 
influence of each group on 

another. 
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During the Anthropocene we face some of our toughest global challenges

With biodiversity loss reaching unsafe levels and nearly one million plant and animal species
now at risk of extinction due to human activity1, and temperatures exceeding any on record,
nature is under threat2.

The global challenges posed by the loss of biodiversity and the impacts of climate change
require systemic change to ensure a sustainable future3 – and the role of business to take a
leadership position has never been more prominent.

The World Economic Forum has identified climate change and biodiversity loss as two of the
most pressing and impactful global risks, and positioned them as more likely and impactful
than other critical risks such as cyberattacks and infectious diseases4.

Climate change is accelerating at an unprecedented rate, with significant consequences, and
while addressing climate change is essential, this alone will not address the crisis facing the
natural world. Currently, climate change impacts account for approximately 11-16% of
biodiversity loss, and this figure is increasing. However, the remaining loss is caused by
other drivers including land, sea and ocean use conversion5.

Nature is an all-encompassing concept for the natural world which accounts for all living

organisms and their biological diversity, climate and weather, as well as natural resources.

Today – biodiversity loss and climate change, predominantly due to human activity, are

significant risks with critical implications for the natural world and humanity.

In 2020, COVID-19 has emerged and, more acutely than ever, drawn attention to the fragility
of all life on earth. Prior to COVID-19, the need to create more healthy, resilient economies
and societies which rely on nature to thrive was clear, however, now it is inescapable.

Business has a choice: to be part of the problem, or part of the solution

The window for action is narrowing, the cost of inaction growing, and the expectation from
stakeholders increasing.

Addressing the nature crisis requires system thinking, critical shifts through collective
action, and a new approach to business leadership, that identifies and meets the
expectations of all stakeholders, beyond shareholders.

Beyond shareholder returns, business plays an essential role in the economy through job
creation, fostering innovation and delivering essential goods and services. As such, to be
part of the solution to solve the nature crisis, stemming biodiversity loss and addressing
climate change, business is beginning to recognise that each stakeholder is essential to long
term success.

Business For Nature, with 31 not-for-profits and business groups, published a letter on 15
June 2020 calling for CEOs to prioritise nature in the COVID-19 economic recovery, stating
that:

“We look to you, the leaders of companies, to add your voice to those speaking up for 
nature and people. Nature is everyone’s business.”6

Business models that consider nature as purely an externality are damaging the health of
the climate and biodiversity and are becoming increasingly bad for business. They need to
take a more holistic view of value, consider a wider set of stakeholders, and work within
planetary boundaries.

There is no future for business-as-usual, but companies today have the opportunity to act
with leadership and scale up action to protect and restore nature that benefits them, and
society as a whole.

2nd highest global risk in terms of likelihood 4th highest global risk in terms of likelihood

Highest global risk in terms of impact 3rd highest global risk in terms of impact

Climate change Biodiversity loss
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Business must acknowledge and understand the context underpinning stakeholders expectations, today and in the future,
and consider the associated strategic opportunities and risks. As stakeholder primacy overtakes shareholder primacy across
boardrooms, stakeholder expectations are becoming increasingly front of mind for how companies protect and create
value. Stakeholder capitalism is gaining momentum. The general public has demonstrated that stakeholder views are most
important to business success, and modern companies are embracing their obligations to engage with and act based on
stakeholders7. Not only are these companies who embrace stakeholder expectations gaining non-financial benefits, it has
also been demonstrated that stakeholder-centric companies can also generate approximately 6.5% higher returns on equity,
compared to their peers8.

Stakeholder expectations on the environmental impacts of business are driving change within corporate strategy and
operations around the world. With climate change and biodiversity loss front of mind for many stakeholders, how Australian
companies respond to these expectations and reconsider their impacts is now a key determining factor in their ongoing
ability to foster trust, create and sustain value, and maintain the social license to operate.

Within this report, the following key stakeholders will be considered, and their expectations analysed, as well as identifying
where stakeholder expectations have changed business models and providing recommendations for companies to follow:

► Community: Community nurtures local environment and catalyses environmental action based on impact to local and
global ecosystems. Increasingly local communities set the terms on which a company’s social licence is defined

► Suppliers: Suppliers are seen as core and linked to the value of any business, and expectations for ethical and
sustainable practices are therefore seen as a natural and expected extension of the company’s own

► Customers: Business exists to serve customers, and customer preferences are evolving rapidly to favour sustainable
and ethical products and services

► Employees: Employees are a critical asset to all companies and they continue to expect more environmental
leadership from their employers

► Investors: Investors embed ESG in their allocation of debt and equity, and are increasingly redirecting capital based on
environmental impact

► Government: Government (local, state, national, inter-governmental) sets the rules which govern business, framed by
a public good, and their policy decisions set the expectation for action

► Regulators: Regulators implement and enforce the corporate legal environment, and advise on proactive action on
emerging corporate expectations

CommunityCustomers

Employees

Investors

Regulators

Government

SuppliersCompany

A stakeholder-centric model

Stakeholder capitalism means not only maximising profits 

for shareholders, but using the resources and skills of 

companies to address the nature crisis, meet the 

expectations of stakeholders and ultimately, actively 

contribute to a sustainable future.
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The novel coronavirus, COVID-19, has shown the connections between animal, human and
planetary health.

As a result of the virus, the global and Australian economies have been greatly disrupted
and patterns of production, trade and consumption have been heavily strained and
reorganised. Within Australia, sectors such as travel, accommodation and hospitality have
been subject to the greatest impact whilst household financial health and personal
wellbeing have also been greatly affected10.

A moment of reflection on impact

COVID-19 has demonstrated that change is possible and happens at a faster pace in times of
disruption and uncertainty as innovation and new ways of operating are rapidly established,
with clear potential to apply this lens to our relationship and impact on nature12. Business
has the opportunity to view the current crisis as a point in which to reflect, learn and seek to
genuinely do differently when it comes to their impact and contribution towards climate
change and biodiversity loss and avoid the risks of other potential nature-related crisis.

COVID-19 has shown that prosperity and success is not merely linked to financial
performance, where complex environmental and societal challenges are risk factors to
ongoing business viability and value creation. The virus has also demonstrated progress is
possible when business, government and society at large work together towards a collective
objective in responding to the pandemic and its impacts13. As a result of the pandemic, there
is likely to be ongoing consideration and reorientation between long held trade-offs around
financial gain, quality of life and impact on nature.

The COVID-19 recovery path

As the world looks beyond the immediate COVID-19 crisis and towards recovery, the post-
pandemic economic rebuild is extremely important. The cause of COVID-19 and nature are
linked, and therefore, the recovery should be as well.

Many have identified this as a once-in-a-lifetime opportunity to build back better through a
nature based recovery, moving nature from an externality to an internality of economic and
business decision-making. In doing so, the nature based recovery must have total
commitment and involvement from business, who will need to play a central role in
facilitating investment, innovation and employment. More specific than economy-wide
recovery, recovery plans for companies will also need to consider responding to current and
future challenges, such as climate change and biodiversity loss, which pose an ongoing
threat and need for systemic change14.

Long term value will only be achieved by addressing these issues, and as such, building back
through a nature based recovery is equally important from an environmental and economic
perspective.

“If we can defeat this virus, we can also respond to its call to action: that we no longer ignore the inequities laid bare by this pandemic or lose the gains we have made in reducing our 
carbon emissions during this pause…Our challenge now, even when the virus ebbs, is to continue to improve the human conditions and unleash the potential of everyone. That is truly in 

our collective best interest.”9 – Heather McGowan, Keynote Speaker and Author on the Future of Work 2020
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While the COVID-19 crisis continues to cause health, economic and societal impacts around
the world, there have been early indicators that the pandemic could be accelerating
stakeholder expectations in relation to climate change and biodiversity loss.

Not only has COVID-19 resulted in a disruption to our economic systems, it has also renewed
the focus on alignment with planetary boundaries. Therefore, there is an opportunity to see
COVID-19 as a catalyst for increased action, especially as the world has seen collective will
and commitment to act swiftly and reduce the impacts of COVID-19 on countries around the
world. In addition, stakeholders are taking time to pause and reflect, to determine what is
most important to them.

The way in which business leaders are responding to the COVID-19 pandemic is a
demonstration of the importance of stakeholder capitalism, whereby corporate
responsibility and business leadership are moving to consider and advance the interests of
all stakeholders including employees, consumers, investors, suppliers, governments,
regulators and communities. Stakeholder groups have also warned companies that COVID-
19 is not a reason to revoke commitments on climate change and biodiversity, and
leadership becomes more apparent in the times of crisis.

Companies embodying stakeholder capitalism in response to COVID-19 are promoting a
societal and economic response aimed at mitigating the impact of the pandemic on all
stakeholders and supporting those affected whilst also stopping prolonged economic
impacts and providing for a more just and equitable future.

Local and global responses to COVID-19, such as mass behaviour change, science-based
action, prioritising the greater good, also demonstrates that business and stakeholders are
able to implement large-scale changes and action for a common objective. These responses
are significant and similar to those required to respond to climate change, demonstrating
that business-led and supported climate and biodiversity action is possible on all scales.

Whilst the long-term effects of COVID-19 on economic systems and business models remain
unclear, deep and pervasive societal changes driven by changes in the conduct of business
are needed in the future to recover from the current crisis and mitigate future consequence
of inaction on the nature crisis.

76% of investors believe goals 
around ESG should be integrated 

into COVID-19 stimulus packages.15

28% of consumers would be 
willing to pay a premium for more 

sustainable goods and services, 
post COVID-19.16

The United Nations Chief 
Economist has urged Australia to 

make the decision to 
prioritise a nature based recovery 

from COVID-19.17

Regulators and central banks are 
continuing oversight on climate 

risk and disclosure through 
COVID-19.18
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Business is becoming increasingly challenged on their role within society, especially as stakeholders are
progressively expecting business to be part of the solution, not the problem. Historically, there has been a
disconnect between public expectation and business leadership, however, this is changing – for example,
approximately three-quarters of people surveyed in the Edelman Trust Barometer stated that they except
CEOs to “take the lead on change,” as opposed to governments7.

Today, this mindset towards corporate leadership in the form of stakeholder capitalism is growing in
prominence, whereby companies serve society as a whole and meet the expectations of their stakeholders,
not just shareholders. In 2019, in the United States, the Business Roundtable updated the definition of a
company’s purpose from shareholder primacy, to including a commitment to all stakeholders19, stating that
these companies commit to delivering value to customers, investing in employees, dealing fairly and
ethically with suppliers, supporting the communities in which they work, and generating long-term value
for shareholders. The Roundtable participants recognised that each of their stakeholders are essential and
committed to delivering value to all of them, for the future success of the company, communities and the
country.

It must be noted that every company is different, and there is not a one-size-fits-all approach to stakeholder
capitalism as different sectors of the economy will be expected to contribute differently. However, it is
important for every company to consider the stakeholder groups which touch their company to ensure
that it is possible to serve their needs and adapt their business model if required.

Now is the moment to move from discussions and commitments towards action to tackle the nature crisis.
It is important to recognise that not all stakeholder expectations are at the same level of maturity in relation
to their vocalization of demands or the breadth of their focus. Within Australia, stakeholders are following a
similar approach to what has been identified globally, which has seen climate change as front of mind for
action, in comparison to biodiversity loss. However, as identified within this report, biodiversity loss is a
critical component of the nature crisis and is a rapidly emerging issue for business.

Based on EY’s analysis, the table to the right outlines the level of maturity for each key stakeholder in
relation to climate change and biodiversity loss in Australia, as either established (the expectation is front of
mind for the stakeholder group), emerging (the expectation is growing in momentum from the stakeholder
group) or new (the expectation has not previously been identified by the stakeholder group, but is
becoming a consideration).

Level of stakeholder expectation 
maturity in Australia

Community Established Emerging

St
ak

eh
o

ld
er

 g
ro

u
p

s

Suppliers Established Emerging

Customers Established Emerging

Employees Established Emerging

Investors Established Emerging

Government Established Emerging

Regulators Emerging New

Climate change Biodiversity loss
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Community demands of the private and public sector are getting louder as there is a sense of urgency building due to corporate
inaction on environmental issues. Nature is an area where companies are increasingly being held accountable and expected to
exhibit behaviour congruent with community expectations, or risk damaging trust and their social license to operate. Whilst
social license to operate has traditionally been expected of the mining and resources sectors, expectations are becoming a
strategic risk across the spectrum of the business community20.

Business faces challenges to meet and keep up to date with the increasingly changing expectations of the community at large,
society, and community groups material to their operations. Community expectations and societal pressures are changing
rapidly due to demographic changes, greater availability and access to information, technological shifts and awareness of
significant environmental events occurring on a local, national and global scale. Even within the COVID-19 crisis, community
activism continues, with an increasing reliance on social and digital media for influence and messaging21.

Increasing community awareness on the distribution and scale of impacts
The increasingly visible and tangible impacts of climate change and environmental degradation are catalysing community
action at all scales. Communities are innovating and seeking action from business to address the issues that impact their lives.
Close to home and localised environmental impacts, such as the acute physical effects of a changing climate (e.g. sea level rise)
and poor environmental health (e.g. biodiversity loss, habitat destruction, pollution) typically result in localised action at a small
scale that is increasingly being amplified and captured in mainstream media and social media. Community has also been
catalysed to oppose established business operations due to concerns about environmental pollution, emissions and
competition for natural resources through a number of pathways including litigation, protests and organised boycott
campaigns.

Understanding expectations for the good of society
Community expectations and perceptions of business and its impact on nature has the potential to cause political, economic
and social consequences and should be proactively understood. Engaging with communities and the wider society, and
responding to their expectations enables business to proactively inform strategy development and implementation while
generating trust. In light of COVID-19, which has exposed and deepened existing inequality in society, there are growing calls for
a new social contract with the United Nations Secretary General, António Guterres, recommending that a more equitable, just
and sustainable path in accordance with the Sustainable Development Goals should be adopted to tackle historic and current
injustices within and amongst communities11.

300,000 
Australians took part in climate strikes around the 

country in September 201922

1.4 million 
People took part the strikes around the world23

Climate justice is a concept where community 

expectations seek society at large to have access 

to a safe climate and healthy environment, 

distributing the burdens and benefits of climate 

change and its impacts equitably and fairly rather 

than predominantly negatively impacting 

marginalised communities4. 



Community
Expectations driving decision making
Community expectations are increasingly driving corporate action, as companies makes changes as a result of, or to support aspirations of the community, and secure their social license to
operate. Collectively, community has the benefit of multiple voice working together to influence corporate action on issues relating to climate change and biodiversity loss.

Global Climate Strike
During September 2019, school students across the world came together and joined the School Strike for Climate (#GlobalClimateStrike), a protest movement
demanding climate action.

The ‘Not Business as Usual’ campaign was established as a coalition of Australian and New Zealand companies who publicly supported, by amplifying the student and
wider community voice, the school strike movement and empowered their employees to attend the protest rallies around Australia. The campaign recognised that every
company in the country can make a difference by using their voice, as the responsibility to fix climate change should not fall to Australian students alone.

Participation spanned from small companies to ASX-listed and multinational companies, demonstrating that business is able to respond to, and help amplify community
expectations on issues such as climate in a coordinated and organised manner24. In this circumstance, business highlighted what it looks like to come together with the
community in collective corporate activism to influence policy outcomes for all.

Fossil Free UNSW
Fossil Free UNSW, led by the UNSW community of university students and staff, campaigned for over six years for the University of New South Wales (UNSW) to divest
from fossil fuels. The community campaign drove sustained pressure for UNSW to divest from fossil fuels and take climate action without further delay through on and
off campus activities, including the use of social media, petitions, protest rallies, chancellery occupations and sit-ins at the UNSW campus.

UNSW announced in 2020 that it would divest from fossil fuels, through the divestment of direct ownership and any commingled funds that include public equities and
corporate bonds of companies whose primary business is the ownership and exploitation of fossil fuels reserves by 2025. The change in UNSW’s portfolio was and is
gradual with $44 million invested in fossil fuel assets in 2016 compared to $26 million in 2019. Furthermore, UNSW started to disclose it’s fossil fuel exposure in its an
annual sustainability report – a tangible action for all companies and an example of how community pressure can contribute to real and meaningful change.

The pressure from members of the university community demonstrates that issues related to climate change are creating momentum and space for wholesale change
by business25.

Climate change

Climate change
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Community
Thoughts for the future

“The response to the pandemic, and to the widespread discontent that preceded it, must be based on a New Social Contract 
and a New Global Deal that create equal opportunities for all and respect the rights and freedoms of all.”11

– UN Secretary-General António Guterres

Community expectations are driving business behaviour and shifts in the way in which they operate and act on environmental issues. More and more,
business must sincerely engage and seek to, at a minimum, meet community expectations associated with business actions and activities, in efforts to
create a more just and equitable society.

Where to start
Understand your impact

Undertake an analysis to understand the aspects where your company
has the greatest, positive and negative, impact on nature. Once this
analysis has been completed it will ensure your company targets action
towards mitigating its most material nature impacts.

Inform the community and engage in dialogue

Companies should consider bringing the community to the table and
engaging in two-way communication to understand their concerns,
aspirations and feedback in relation to their expectations on
environmental issues, including climate action and biodiversity. This
knowledge will allow your company to integrate these expectations
within business operations and overall strategic decision-making. In
addition, effectively and transparently informing the community,
through clear and objective information on issues that impact them, is a
critical first step to meeting community expectations.

Foster and maintain social licence to operate

Develop a governance framework that is built upon principles of
transparency and accountability to the community enabling the sharing
of information, understanding and oversight of performance against
community expectations. This framework will allow your company to
foster more robust, sustainable, trust-based relationships with the
community by providing visibility and transparency which may
ultimately enable acceptance and support of your operations.

How to lead
Collaborate with community to amplify their needs and expectations

As a leading company, you must go beyond mitigating your impacts in
line with community expectations. This involves using your brand and
influence to provide greater visibility and awareness to issues impacting
the community with other stakeholders (such as policy makers, peers
and competitors and suppliers).

The community’s expectations of your company are likely echoed by
other stakeholder groups, and through public support for initiatives
relating to action on the nature crisis, other stakeholders will also see this
as taking a leadership role, broader than your individual company
impact.

This leadership role includes using your role as a corporate citizen to
agitate for change within wider business and policy-making landscape to
generate more just and equitable outcomes.

Empower community members

Consider partnership opportunities with community members to work
together on solutions and recommendations to issues such as those
concerning the environment, with a view of where possible, basing
decision-making primarily on the views of community. This will
demonstrate your company is not only willing to engage with the
community, but viewing them as an equal participant.
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The theory behind the expectations
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Companies are increasingly expected to engage with ethical and sustainable suppliers, and as a result, are embedding
commitments to sustainability within their supply chains. Building and maintaining resilient supply chains is a key success factor
for business, with environmental considerations critical to this, especially relating to deteriorated supply chains due to resource
scarcity or more variable production of key natural inputs.

One of the most challenging aspects of supply chain sustainability is gaining visibility and understanding of biodiversity loss,
particularly beyond direct suppliers. Without this understanding, companies are unable to make better, more informed decisions
on lessening the biodiversity impact of procured raw materials and primary products26. As a result, there have been increasing
calls for companies to consider biodiversity impacts through more robust due diligence and taking steps to maintain biodiversity,
while limiting ecosystem degradation27. Emerging technologies, such as blockchain, are creating new opportunities to achieve
end-to-end transparency of supply chains and democratising sustainability data27.

Implications for unsustainable supply chains
Stakeholders are expecting companies to manage the risks and impacts of their sourcing and working with suppliers and their
communities to restore and protect the environment from which they procure goods and services28. Business expectations on
their suppliers are reflections of the wider stakeholder expectations on their operations, with growing awareness of supply chain
risks among consumers, investors, employees and local communities.

Companies are increasingly preferring suppliers who can help them achieve their own environmental goals and reduce the impact
of their operations and product lifecycle. Failure to address environmental impacts within a supply chain can lead to reputational
damage, greater operating costs, reduction or disruption in raw material supply due to loss of ecosystem services, and disruption
in production output28. Conversely, sustainable supply chains can create a number of benefits for companies including increased
product quality, growth in market share and strengthened consumer support whilst also fostering shared value with suppliers
through reduced environmental impact and cost savings29.

Shared commitments
Leading companies are developing shared commitments with their suppliers to work toward the development of sustainable
supply chains. Increasingly supplier environmental performance is impacting the procurement and sourcing decision making and
determining who companies choose to partner with. As companies continue to invest within their supply chains, those who are
not creating shared value with supply chain stakeholders may also find themselves limited in the suppliers willing to work with
them and may not be in a position to source quality materials or engage with top performers28.

90%
of environmental impacts 

occur within the supply 
chain31

5.5x
A company’s supply chain 
contains on average 5.5 

times as many greenhouse 
gas emissions as its direct 

operations30



Suppliers
Expectations driving decision making
Companies with complex supply chains and reliance on the sourcing of raw materials are being compelled to establish mechanisms to prevent adverse ethical and environmental impacts
throughout their supply chains. The following case studies demonstrate how global companies have taken action and continue to advance their investment, commitments and ambition
related to the environmental impacts within their supply chain by working with their suppliers on biodiversity and climate-related issues.

Unilever
Unilever has publicly committed to a series of supply chain targets relating to limiting the environmental impacts of their supply chain and working with suppliers on
programs that protect and restore forests, soil and biodiversity. Protecting biodiversity is embedded within Unilever’s Sustainable Agriculture Programme, which was
inspired by their ambition to “buy agricultural raw materials from farms applying sustainable agricultural practices – growing crops in ways which sustain the soil,
minimise water and fertiliser use, protect biodiversity and enhance farmers’ livelihoods”32. Reflecting this ambition, Unilever set an initial target in 2010 to source 100% of
agricultural raw materials sustainably by 2020.

While Unilever has not met its 100% target as of yet, it has continued reporting transparently on its progress towards the target and is focused on key crops and
commodities (by volume) to have the greatest impact. Unilever has also announced new environment and biodiversity targets over time, including recent commitments
to a €1 billion Climate & Nature Fund, a deforestation-free supply chain by 2023 and introduction of a Regenerative Agriculture Code for all suppliers and development of
water stewardship programs for local communities33.

Pernod Ricard
Pernod Ricard, a global alcohol producer, recognises that sustainability in supply chains is one of the industry’s most significant challenges in relation to environmental
performance. Pernod Ricard’s policy is to work closely with suppliers across the world and foster shared values to improve the company’s indirect impact on society and
the natural environment. Environmental stewardship commitments are cascaded to suppliers, who commit to adhering with the company’s corporate social
responsibility objectives within their Supplier Standards34. Through a continuous improvement approach, suppliers (and their direct sub-contractors) are required to
acknowledge, implement and comply with a series of environmental commitments including risk identification, sustainable agricultural processes and preservation of
biodiversity, water consumption, energy and emissions, and lifecycle assessment of products and waste34.

Pernod Ricard’s Vice President of Global Sustainability, Vanessa Wright, has publicly stated that the company is working with a third party consultant to increase the rate
of its committed suppliers to 100%, stating, “if they don’t, we won’t work with them. We’re going to have to be very clear on those commitments”35. In 2019, Pernod
Ricard included Nurturing Terroir (including biodiversity and regenerative agriculture targets) as one of four key areas within its 2030 Sustainability and Responsibility
Roadmap, which also includes commitments aligned to the United Nations Sustainable Development Goals. As part of the regenerative agriculture target, Pernod Ricard
has committed to partner with 5,000 farmers to share knowledge related to improving top soil, watersheds and ecosystems by 203036.

Climate change

Climate change

Biodiversity loss

Biodiversity loss
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Suppliers
Thoughts for the future

“A company’s entire supply chain can make a significant impact in promoting human rights, fair labour practices, 
environmental progress and anti-corruption policies.”37

- United Nations Global Compact

As business is increasingly expected to empower their suppliers to operate sustainably and ethically, limit and remediate their environmental impact and
publicly disclose their supply chain information for scrutiny, there are a series of steps that companies can take to build sustainable and resilient supply
chains, which proactively manage biodiversity, and minimise climate impacts from the raw material to the finished product.

Where to start
Engage with suppliers and understand the risk

Seek to engage as deep within your supply chain with the intention to
build relationships, cooperation and trust with your suppliers and seek to
understand the ‘on the ground’ conditions of the local environment and
community in which they operate. This will also allow you to identify
biodiversity and climate risks relevant to your supply chain and the
natural capital and ecosystem services your supply chain relies on, to
drive informed, risk-based decision making.

Develop shared commitments

Work with your suppliers to develop meaningful, realistic and relevant
shared commitments that can be effectively measured for everyone to
strive to meet and exceed in minimising their negative impact on nature.
In doing so, you should consider developing a framework for effective
measurement of these commitments.

Enforce commitments

Design and implement systems for the management, monitoring and
enforcement of supplier commitments. Work with your suppliers to
empower their success whilst setting clear boundaries and
consequences in relation to remediation and non-compliance. In
addition, consider integration of new and emerging technologies to
support increased transparency and enforcement of commitments.

How to lead
Publicly and transparently report progress

Within your reporting, ensure that transparent information and effective
measures (such as KPIs and assessment criteria) are used to share your
progress and supply chain impacts. As you progress, increase your
supply chain targets over time and continue to share your efforts
publicly to drive accountability and trust-building.

Calculate the true cost

Consider calculating the “true cost” of materials. This will draw attention
to the hidden costs not integrated into the market price of a product. This
includes the cost to society and the environment, including biodiversity
loss and embodied carbon. Undertaking this calculation provides the
opportunity to understand the holistic cost of materials, and in the long
term, price this into decision making.

Take a sector-based approach

Reach out and collaborate with sector peers to explore opportunities for
a sector-based approach, particular in relation to biodiversity loss risks
within the supply chain. Take an approach which enables sharing of
information across key suppliers to understand their compliance,
maturity, areas of improvement and opportunities for strategic
investment.
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89%
of Australian’s worry about 

environmental concerns, 
due to issues like 

bushfires, the drought and 
climate change7

84%
of Gen Z’s say that their 

social and environmental 
concerns impact the way 

they spend money43

Awareness and understanding of the impacts associated with climate change and biodiversity loss continues to grow year on
year, around the world. Directly linked to this increased understanding, research is indicating that consumer preferences
relating to environmental responsibility of the private sector are increasing to compete with more traditional consumer
preferences such as price, quality and convenience8. Awareness and coverage of environmental impacts of consumption in
Australia is predominantly centred around issues of greenhouse gas (GHG) emissions38. Building on this trend, beyond COVID-19,
17% of consumers have indicated they will make their impact on nature the foundation of their lives16 and consequently, begin to
expect more from companies to protect biodiversity, across a wider range of sectors.

Customers are voting with their dollars, everyday
Customer preferences, underpinned by values and beliefs, are evolving rapidly to favour sustainable and ethical products and
services. Customers are therefore voting with their dollars by purchasing products and services, and engaging and supporting
companies and movements that align with their values. Increasingly, consumers want to feel good about their purchases and
are more engaged on social and environmental implications of the products they purchase, with greater preference for more
local, authentic, transparent, traceable and ethical products39. Platforms such as Ethical Consumer and Good on You are
increasingly allowing consumers to make more informed purchasing decisions based on issues such as environmental impact40,
41.

Different generations, different experiences
Younger generations of consumers, comprising of Millennial's and Gen Z, are directly engaged and have greater knowledge and
expectations of brands and their actions. More specifically, awareness and understanding of biodiversity is a growing issue and
concern for consumers, and currently, Millennial consumers are the most informed on the impacts of biodiversity loss42.
Amongst Gen-Z, research has found that 84% say that the way they spend their money is impacted by social and environmental
concerns, and 97% of Gen-Z consumers surveyed also said that business should address issues related to their industry, such as
climate change43.

Trust remains low from customers
Trust and transparency concerns – born out of the recent Global Financial Crisis (GFC) and current COVID-19 pandemic which
have contributed to weak economic conditions and increasing socio-political extremism (in both directions) – are expected to
remain paramount as these conditions continue. Low trust manifests as scepticism for consumers, who are switched on and
aware of tokenism, typically when companies engage in ‘greenwashing’ and devote greater effort towards marketing
themselves as environmentally sustainable without implementing systemic change to their business operations and practices.
This makes it critical for business to genuinely engage in and positively affect change around environmental concerns to foster
trust with consumers.

73%
of consumers would 
definitely change 

consumption habits to reduce 
their environmental 

impact44
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Expectations driving decision making

Patagonia
As of 2018, Patagonia is predicted to achieve annual revenue of approximately $1 billion48. This growth is in contrast to how the brand promotes anti-consumerism,
environmental causes and fair trade, factors which may disincentivise consumerism and increased sales for Patagonia, and instead encourage modest consumer
practices. However, Patagonia’s longevity and success proves that companies can profit by doing good and being good. Patagonia is a certified B Corp and one of the
fastest growing brands, becoming a market leader in the outdoor apparel market, with similar companies moving to follow its strategy.95

Patagonia has listened and aligned itself with its customers’ environmental expectations by embedding sustainable practices in its business model and strategy, and
selling products which reflect this. The introduction of initiatives to extend the useful life of products, invest in developing regenerative materials and reselling the
products customers no longer want, has still resulted in sales growth and continued success within the market.

Patagonia has demonstrated the business case that its commitment to reducing the environmental impact of its products resonates with consumers and aligns with their
values, contributing to the overall success of the company and integrity of the brand. This provides a compelling example of how business can meaningfully embed
environmental values at the heart of their strategy, through engagement with, and meeting the expectations of, customers.

Stockland
In partnership with the Green Building Council of Australia (GBCA), Stockland, one of Australia's largest residential developers, has developed a new ‘Home Strategy,’ with
three key pillars encompassing ‘Net Zero’, ‘Comfortable’ and ‘Resilient’. Stockland has described the strategy as catching up on consumer expectations, which are
changing and will further accelerate post-COVID-19 to favour low energy, healthy and resilient household environments49.

Stockland has seen customer expectations relating to energy usage shift to preferencing low energy housing as a result of people staying home and using their home
more regularly, especially during the COVID-19 lockdown. The strategy is likely to drive change and action throughout the wider residential development industry which
has lagged behind other parts of the sector such as commercial real estate in relation to climate action.

Acknowledging and acting on customer expectations in relation to residential housing demonstrates how companies such as Stockland are being driven by these
expectations and responding strategically. It also shows that strategic decisions in response to changing preferences, such as the adoption of a low-energy approach to
residential housing design and development, can influence and lead to sustainability-driven changes at an industry-wide level.

Customer expectations have most-directly impacted the consumer goods and retail sectors to date, however environmentally-driven expectations are increasingly influencing other sectors
of the economy such as the built environment45, technology46 and travel47, as consumers recognise these sectors significantly contribute to climate change and biodiversity loss. The
following case studies highlight how companies have adapted their decision making and business models to reflect existing and emerging customer environmental expectations.

Climate change

Biodiversity loss

Climate change
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Thoughts for the future

Where to start
Understand your customers

Develop an understanding of your customers’ needs and expectations,
acknowledging these change over time, and these are influenced by
sentiments on global issues. In addition, facilitate direct engagement and
dialogue with customers about what they see as the most pressing
climate and biodiversity issues and seek to understand how your
company is perceived to contribute to, and influence these issues.

Respond to how your customers feel

Once there is clear understanding of customer expectations, these must
be responded to effectively. This involves demonstrating genuine action
– rather than tokenism or greenwashing – to show that your company
listens and is committed to climate and biodiversity action. Informed
responses are required when customers are voicing their expectations,
otherwise there is a risk of alienating or disengaging customers who are
voting with their dollars and want to engage with companies who are
taking meaningful action.

Use customer expectations as a lens for everything you do

Take the customer-centric lens further to identify what their
expectations of your company are in relation to climate change and
biodiversity action, and how this can be incorporated within your
operational and strategic decisions which have an impact on nature.

How to lead

Be a voice for customer demands

Being a responsible and engaged corporate citizen involves building a
strong reputation and presence by using your company as a voice to
support customer priorities, in particular climate and biodiversity
concerns, to demonstrate that business can be a force for good. This
demonstrates your company can adapt and learn, as it aligns to your role
as a corporate citizen, and a leader.

Measure and report the right things

Customers want to see business measuring the right metrics and
transparently disclosing performance information, particularly around
greenhouse gas emissions (scope 1, 2 and 3 emissions), as well as reliance
and impact on natural capital and ecosystem services, in order to make
purchasing decisions based on this information. Transparently reporting
on action and progress while also identifying areas of improvement, is
important to validate action on customer expectations and gain further
trust.

Govern through a stakeholder lens

Stakeholder capitalism and corporate governance are intrinsically linked.
Management and Board Directors should be regularly engaging with the
expectations of customers, and use this as a lens to govern, ethically and
purposefully. This includes leaders being knowledgeable on climate and
biodiversity, setting targets and understanding the expectations of
customers and ensuring these inform decision making.

“When we serve all stakeholders, business is the greatest platform for change”50 Marc Benioff – CEO, Salesforce

As customer expectations continue to shift and become more centred around the nature crisis, it is imperative that companies connect with and listen to
their customers in a credible and engaged manner. Understanding customer expectations in relation to climate change and biodiversity action and
using them to inform ongoing strategy and decision-making enables companies to align with their customers, build trust and gain a competitive
advantage, all while limiting their impact on the environment and generating change within industry.
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Employees are integral to enabling business to achieve its purpose and create long-term value. The Australian
workforce is personally engaged in social issues, with the environment the most common action area (regardless of
generation, gender or location)51. A growing sentiment among employees is the belief that business must to have a clear
purpose and ambition on contributing positively toward social and environmental concerns51. This sentiment is
combined with the view expressed by more than half of Gen-Z, that employees should be allowed to voice their opinions
on political, societal and environmental issues they care about, within the workplace51.

Internal stakeholders driving meaningful action
Responding to employee expectations creates opportunity for companies to improve their standing amongst their
employees, particularly as generational values are showing greater engagement on social and environmental issues. A
recent survey of employees from around the world found that employee discussions and concern on the environment
has grown across generations over the past year52.

► Employee discussions and concern on the environment have grown by 128% among Gen-Z, highlighting the growing
awareness of this generation,

►Millennial and Baby Boomer discussion and concern for the environment also increased by 62% and 59%
respectively, and

► Environmental discussion increased by more than 200% in Australian workers, with the largest increases in concern
within the Manufacturing sector in the past year, followed by the Consumer and Professional Services sectors.

The business case for meeting employee expectations
Companies that align their purpose and values with their employees and act on environmental issues are likely to attract
and retain top talent and increase productivity and innovation, which is particularly important as increasingly engaged
generations enter the workforce. Research supports the impact employee expectations have on job seeking, with 59%
of respondents stating that companies known for expressing their views on important issues are more attractive as a
future employer51.

Awareness of business impacts on nature and climate are increasingly playing a greater role in employee engagement,
retention and company culture, primarily due to the growing cohort of Gen-Z within the workforce and increasing voice
of Millennials, entering leadership roles within organisations, on environmental issues. Failure to meet employee
expectations on issues such as climate action and biodiversity impacts is a risk to business whereby Gen-Z employees
displayed the greatest intent to quit their job if their employer actions do not align with their own values51.

80%
of Gen Z employees agree 

that business has the ability 
to improve the impacts of 
climate change if they act 

now51

93%
of Gen Z employees believe 

that it is important for 
companies to display 

corporate social 
responsibility43

78%
of employees agreed with 
the statement “businesses 

need to take full 
responsibility for their 

environmental impact“51



Microsoft
In 2019, Microsoft introduced an internal carbon fee of $15 per metric tonne on all carbon emissions. This fee has enabled employees to act on their practical ideas
around sustainability and has funded over 60 employee-driven projects relating to emissions offsetting and reductions in energy use. In relation to the program,
Microsoft Chief Environmental Strategist has publicly stated “we built a program that hopefully every employee will be proud of.”53 Microsoft has publicly acknowledged
their employees are passionate about sustainability and highlighted that the carbon fee has increased engagement and enthusiasm.

Towards the end of 2019, Microsoft employees protested the company’s inaction on climate change and engagement with certain companies in an open letter. In an
interview at the World Economic Forum, the Microsoft President, Brad Smith, welcomed employee feedback and activism as an “opportunity to learn.”54 This opportunity
to learn has seen Microsoft take even further action on climate change with an announcement that the company will be carbon negative by 2030. It is arguable that this
level of commitment and leadership would not have occurred without employees voicing their expectation of their employer, Microsoft.

LUSH
The cosmetics retailer, LUSH, has a history of activism and campaigning on environmental and social issues, as well as collaborating and engaging with its employees on
issues of importance to inform campaign activities. LUSH recognises the value of employee insights and is committed to meeting their expectations, and for example,
shut down their stores to allow employees to attend Climate Strikes. As such, LUSH employs an in-house campaign professional, also known as the company’s ’in-house
activist’ who has publicly stated that “we routinely pull staff in and ask them what should be the issue to work on.”55 The role involves seeking input from employees
regarding their personal experience and issues of concern55. In Australia and New Zealand, LUSH has also employed Campaign Specialists with responsibilities including
empowerment of LUSH employees as campaigners56 and runs internal staff surveys to inform the direction of the company96.

In Australia, and around the world, LUSH campaigns have been informed by the views and expectations of their employees, including campaigns relating to protecting
the Great Barrier Reef, and opposition to shark culling97 and hunting.98 Through this commitment and action in the form of a full-time role within the company, LUSH has
demonstrated how employees are actively engaged and contributing to the direction and values of a company. It is also important to recognise the culture of the
company, and note that the ability for employees to speak up, and express their views, is critical in developing and leading the company. Employee views and ideas are
recognised as important insights which leadership takes seriously and acts on.

Employees
Expectations driving decision making
Employees are driving action from inside their organisations, and making decisions on where they want to work, based on public commitments and actions companies are taking in relation
to the nature crisis. The employee activism movement is growing in momentum as Millennials begin to take on leadership roles, and Gen Z enter the workforce.

Climate change

Climate change

Biodiversity loss
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Thoughts for the future

“Employees who believe that management is concerned about them as a whole person – not just an employee –
are more productive, more satisfied, more fulfilled.”57

Anne Mulcahy – Former CEO, XEROX

It is predictable that employee expectations will continue to grow, as the role of business transitions from shareholder primacy towards purposeful
leadership across the economy. Engaging with employees, championing their values and being accountable are critical considerations to effectively
meet and exceed employee expectations, today and tomorrow.

Where to start
Engage with your employees to understand their values and
expectations

Develop an understanding of your employees values and expectations
through proactive engagement, undertaken in a meaningful and
authentic manner. Through this engagement, seek to understand the
underlying drivers of their expectations and how they believe your
company is contributing to and aligning with these.

Involve employees in decision-making and strategy development

Sharing of ideas and closing the loop on employee feedback used to
inform decision-making and strategic development enables your teams
to feel engaged and listened to, in relation to issues they care about
specifically on climate and biodiversity action. Ask your employees for
their ideas on how to lead a more purposeful company, which is
positively impacting the environment around which it operate.

Empowering your people to drive positive change

Move to support your employees by making internal changes and
supporting employee generated initiatives, driven from the bottom up,
on actionable and visible changes within your company to create a
positive environmental impacts. Ensure your company is reporting back
to your employees on action taken, based on engagement.

How to lead
Champion your employee values through corporate activism

Encourage your employees to challenge business as usual and use this
energy and enthusiasm as a means to generate change. Moving beyond
your own company, consider using your business profile to champion
employee values within industry and across the business community.

Measure employee engagement

Regularly measure employee engagement and response to your actions
to identify what actions resonate most with your employees and
understand how you can incorporate any lessons learned into future
action.

Be accountable to your employees and transparent about progress

Once you have made a commitment to change within your company
practices and operations, it is important to stay accountable and
transparently keep your employees updated on your progress (positive
or negative). This aims to build trust, even in circumstances where you
have had challenges in meeting expectations.



75%
of investors would find value 

in assurance of the 
robustness of an 

organisation’s planning for 
climate risks59

Investors
The theory behind the expectations

98%
of investors evaluate 

nonfinancial disclosures, 
either formally or 

informally59

Investors are paying increasing 
attention to climate change as 

they seek to understand what it 
means for companies and the 

potential for a systemic financial 
shock to the economy59.

Institutional investors are raising their expectations in relation to assessing potential investments, and recognising there is more to a
company than their balance sheet. In fact, only 20% of a company’s true value is reflected on the balance sheet58. There is growing
dissatisfaction amongst the investor community relating to the information and reporting available on environmental risks, which is leading
to strong investor appetite for more robust disclosures supported by effective governance structures, reviews and controls.

Climate action is a well-established area of investor interest, with expectations of business now extending beyond risk identification to
disclosure of available information on scope 1, 2 and 3 emissions and exposure to fossil fuels in the energy value chain. As biodiversity loss is
an emerging risk, investors are increasingly expecting business to identify depletion of natural capital and ecosystem services as a risk
alongside other physical and transition risks related to biodiversity loss. In a recent survey, 59% of investors said they were making
significant use of United Nations Sustainable Development Goals (SDGs) reporting and information in their decision making59. SDGs related
disclosures provide investors information in areas such as climate change, economic inclusion and biodiversity. Business impacts on the
environment have a genuine impact on progress and areas of investor interest, with the United Nations estimating that loss of biodiversity
and ecosystem integrity will undermine efforts on 80% of progress of SDGs targets, impacting areas such as health, water, cities and
climate60.

A redirection of capital
Companies failing to meet investor expectations on environmental, social and governance factors risk losing access to capital markets. An
investor’s decision in allocating capital is based on optimising their risk-reward profile and currently, environmental risk is a significant and
increasing component of this. Failure to account for the environmental expectations of investors may see company risk profiles increase and
access to capital decrease. Companies capitalising on the opportunity will see capital from institutional investors is being redirected to
companies committed to climate action and respecting natural capital. Investors are increasingly focusing on bonds that have a positive
impact, such as green bonds (environmental and climate benefits and ecosystem services) and sustainable bonds (environmental and social
benefits). In 2019, global green bond and green loan issuance reached USD257.7 billion, with just under half coming from European markets61
as well as growth in new forms of investment, such as blue bonds with ocean benefits62.

Sectors impacted by investor action, today
Investor action is increasingly focused on climate risk and targeting sectors with the greatest impact, such as the consumer goods and
industrial sectors58. As a result, investors are distancing themselves and demanding that business take action on carbon intensive and
environmentally destructive operating models and increasingly reorienting capital to more sustainable and renewable alternatives. For
example, within the consumer goods sector investors are increasingly aware of the negative impacts associated with the supply chain and
product use, with growing interest on natural resource consumption patterns, energy usage and emissions throughout the product lifecycle.
In the industrial sector, there is pressure for business to limit the impacts associated with natural resource use, habitat destruction and
emissions as it is a growing risk to business continuity as societal and regulatory expectations continue to grow58.
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Expectations driving decision making
Environmental risk, predominantly focused on climate change, is a key issue for investors and growing driver of investment decision-making. The following examples demonstrate the
practical integration of climate risk into the investment approaches of large institutional investors, which is shifting decision making priorities from potential investee companies looking to
secure investment from these investors.

BlackRock
Blackrock CEO Larry Fink has articulated a fundamental shift in BlackRock’s investment policy, based on the acknowledgement that climate risk is an investment risk. As
one of the world’s largest investment management firms, this represents a significant shift in their investment approach in recognition of climate risk and highlights
growing investor awareness and concerns around climate change. His 2020 letter to corporate leaders outlined a number of BlackRock's initiatives and changes to their
investment approach, including:

► Making sustainability integral to portfolio construction and risk management,

► Exiting investments that present a high sustainability-related risk (for example, divestment from thermal coal),

► Launching new investment products that screen fossil fuels, and

► Strengthening commitments to sustainability and transparency in investment stewardship activities63.

The letter demonstrates that fiduciaries are considering the financial cost of climate change and that investors are placing increasing pressure on business to reconsider
their practices and impacts on climate or face growing threats of investor action or possible divestment.

First State Super
One of Australia’s largest superannuation funds, First State Super has announced that it will divest from thermal coal mining from October 2020 as part of its Climate
Change Portfolio Transition Plan64. This divestment commitment shows that investor expectations on business impacts relating to climate change are driving change
within the strategic direction and decision making around investment portfolios. More specifically, the Climate Change Portfolio Transition Plan65 includes:
► Decarbonisation pathways for First State Super’s investment portfolio,

► Addressing the climate change risk embedded within First State’s investment portfolio, and

► Lowering risk through actively managing and engaging with portfolio investments on their climate change transition pathway.

Action undertaken by First State Super has also led to their investment in more renewable energy and related activities, engagement on climate change with fund
managers and investees, and analysis of carbon emissions and physical risk associated with its investment portfolio65.

In addition, First State Super has recently announced that it will change its name to Aware Super in September 2020. The new name aligns to the company’s purpose of
investing responsibly by improving communities, building a more sustainable economy and supporting employment both locally and globally101.

Climate change

Climate change
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Thoughts for the future

Where to start
Understand investor concerns

Proactively engage with your investors to understand what their long
term sustainability concerns are, the type of action and performance
information they are seeking from you and the level of disclosures
required for their due diligence activities.

Articulate your purpose and long term value strategy

Communicate how long term value considerations are integrated in
your business model and articulate how your strategies are designed to
create this value and drive positive impacts for all stakeholders and
society.

Seek new types of capital allocation

Review your investment strategy to understand how you currently
identify and respond to environmental risks such as climate and
biodiversity loss. Seek to invest in new and existing projects with
environmental benefits through mechanisms including green bonds
and blue bonds.

How to lead
Report transparently and seek assurance

Use standard indicators and metrics to clearly report short and long term
performance and obtain external assurance for the key measures.
Structure your reporting to provide useful information and data for your
investors to compare your actions and performance with others.

Divestment / business pivot

Where your investments and business strategy do not align with your
purpose or long term value creation strategy, seek to divest and pivot
your operations towards more sustainable business opportunities.

Calculate your entire business value

Look beyond tangible assets to calculate the value of your company and
include the intangibles that sit beyond your balance sheet, including
areas such as environmental inputs, impacts and outcomes.

“The evidence on climate risk is compelling investors to reassess core assumptions about modern finance.”63

Larry Fink – CEO, BlackRock

Investor expectations will continue to grow, with further disclosure and evidence of strengthened internal governance processes and corporate
strategies aligned to a net zero future, with limited impact on biodiversity resulting from corporate activities. In addition, while consumer goods and the
industrials sectors are currently front of mind for investors, it is predictable that in the future, other investments and sectors will be subject to similar
expectations. Therefore, putting in place a plan today to ensure the flow of capital into the future is essential for a sustainable business, both financially
and environmentally.
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The introduction of nature and climate legislation and regulation shapes how companies operate now and into the future. Governments are
committing to, and enacting legislation and regulation to protect and restore biodiversity, address climate change and economic inequality
while also driving sustainable economic development. Globally, the United Nations is a key driver of the environmental agenda, coordinating
and supporting national governments and intergovernmental organisations to adopt and implement policies that address environmental
issues which cascade and influence all levels of government, business and society.

Ambition and environmental policy-making
The adoption of environmental policy is not equal, with some regions, nations and continents having differing political mandates, ambition
and desires to take on greater leadership than other areas. Within the international context, Australia is being left behind by global leaders
such as the European Union, due to less ambitious climate policy and government driven action at Federal level (including the Australia’s Paris
Agreement target of a 26-28% reduction in emissions below 2005 levels by 2030) being surpassed by state targets and actions of multi-
national business66. In contrast to Federal policy, all Australian states and territories have committed to 2050 net zero emissions targets with
similar or more ambitious targets set at the local government level around the country99.

Business needs to meet and exceed requirements
Policy change can result in risks and opportunities for companies, based on how they respond. These policy decisions set the expectation for
business action and directly influence strategy, operations and governance67. The scope and reach of intergovernmental climate and
biodiversity policy requirements are set to expand and drive further action in coming years.

The European Union has proposed the introduction of a carbon import border tax which has the potential to impact trade agreements
between Australia and the European Union, one of Australia’s largest two-way trading partners. Given the globalised nature of business and
trade flows, companies may be impacted by the introduction of this import taxation mechanism and cross border trade prices that reflect the
environmental impact of commodities73.

The Conference of the Parties (COP15) of the UN Convention on Biodiversity (CBD), delayed by COVID-19, is anticipated to continue driving
biodiversity policy and action. CBD COP15 was planned to assess the achievement and delivery of the CBD’s Strategy Plan for Biodiversity
(2011-2020) and develop a post-2020 global biodiversity framework with submissions on the scope and content of the framework considering
strategic planning, communication, target setting and stakeholder engagement at all levels of government, society and private sector100.

30
jurisdictions around the world have 

implemented or are scheduled to 
implement a carbon tax 

instrument68

2x
Government is trusted 

twice as much as business 
to protect the environment7



Government
Expectations driving decision-making

EU Emissions Regulations
The European Commission’s actions to reduce emissions from vehicles continue to expand. In April 2019, Regulation (EU) 2019/631 was adopted, setting emission
performance standards for new passenger cars and vans in the EU. The Regulation came into force on 1 January 2020, and maintains the targets for 2020, which were
set out in the former Regulations. It also adds new, more ambitious targets that apply from 2025 and 2030. The Regulation also includes considerations to drive the
uptake of zero- and low-emission vehicles, in a technology agnostic way69.

In response to European climate policy regulating vehicle emissions, car manufacturer Daimler AG has made strategic changes and investments in their electric vehicle
portfolio70. In doing so, Daimler CEO, Ola Källenius stated “it will be a challenge” meeting 2020 and 2021 stricter emission targets in Europe71, highlighting the risks and
challenges for companies in meeting increasingly stringent government expectations to reduce their impacts on climate. As a result of the emissions targets, Daimler
production and investment in electric vehicles continues to increase, demonstrating public policy influencing business decisions.

EU Green Deal
The EU Green Deal is a growth strategy that outlines a roadmap with actions to boost the efficient use of resources within the region by transitioning to a clean, circular
economy, restoring biodiversity, and reducing pollution. The components of the EU Green Deal cover all sectors of the economy and demonstrate the growing
expectations on companies to operate sustainably with respect to their impact on the environment and climate, now and in the future.

The EU is aiming to be climate neutral in 2050, proposing to integrate the commitment in European Climate Law as a legal obligation and a trigger for investment72. As
part of the Green Deal, the EU is proposing the implementation of a carbon import border tax. The tax would reflect the amount of emissions attributed to goods
imported into EU, and would impact carbon intensive sectors outside the region and EU companies requiring import of carbon intensive inputs73.

IKEA is an example of a large EU company that supports the Green Deal and publicly recognises how goals such as carbon neutrality by 2050 pushes companies to act,
publicly stating that the EU Green Deal Initiatives “empowers businesses, like IKEA, to grow and lead the way toward reduction of greenhouse gas emissions with
innovative circular business development, while at the same time maintain a competitive industrial environment”74.

The European Union (EU) environmental policy context demonstrates ambitious and leading policy direction and initiatives undertaken by the EU in response to climate and biodiversity
challenges. The two case studies below highlight the level of EU ambition, which is likely to set a course of wholesale change and new benchmark for business as usual operations within the
region whilst also influencing similar action in the private and public sector globally for concern of being left behind and losing competitiveness to EU counterparts.

Climate change

Climate change

Biodiversity loss
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Thoughts for the future

“Environmental law is a foundation for environmental sustainability and the full realisation of its objectives is 
ever more urgent vis-à-vis growing environmental pressures.”80

- United Nations

The Australian Government’s climate change expectations are expressed through its commitment to the Paris Agreement while its Strategy for Nature
2019-2030 articulates its biodiversity action plan. Australian companies committed to leading a sustainable future in the face of increasing evidence
around climate change75 and biodiversity loss76 impacts in Australia, will be required to engage with regional, national and inter-governmental
institutions and draw on international best practice such as in the EU commitments.77

The COVID-19 pandemic has triggered greater inter-stakeholder collaboration and adoption of scientific, evidenced-based policy – whether this approach
is emulated in climate action and biodiversity loss is a key question moving forward. The ideal response to this is a nature based recovery supported by
business action and targeted government fiscal stimulus similar to key elements of a Green New Deal78 which could result in an inflection point for
environmental action.

Where to start
Achieve compliance and alignment

Although a lower bar has been set at a Federal level, compliance with
legislation and meeting this level of expectation is still essential for your
company. Furthermore, more progressive State-based leadership such
as various renewable energy and net zero emissions targets requires
companies to align their operations to these more ambitious targets.

Establish communication channels

Engaging in two way communication channels to understand Local,
State and Federal government expectations as well as a mechanism to
provide feedback are key to understanding government expectations
and expressing your own.

Assess your industry partnerships

Assess your membership of industry associations and lobby groups to
ensure that you are not a member of organisations that are delaying
environmental legislation or undermining existing legislation.

How to lead
Lobby for greater environmental policy and regulation

Environmental expectations of business flow both ways – just as
government has environmental expectations of business, business has
expectations of government and these should be aligned to the critical
nature of climate and biodiversity risks. Contribution through
stakeholder submissions, working group involvement, media campaigns
and encouraged employee activism presents an opportunity for business
to achieve a differentiated position which accelerates competitive
advantage, brand awareness and ethical integrity.

Support multi-stakeholder and intergovernmental initiatives

Facilitating collaboration between institutional and individual
stakeholders and adopting intergovernmental commitments on an
individual company level is key to establishing market leading best
practice. Adopting relevant Science Based Targets for climate change79

to align with Paris targets is a specific example of how this can work in
practice.
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Regulators are critical to well-functioning and efficient economies and play key roles in addressing financial crises, social change
and environmental challenges. Regulators are a growing driver of change within regulated entities as they begin to identify and
highlight risks associated with inaction on issues including climate change and biodiversity loss81.

Ensuring effective compliance with, and implementation of, rules and regulations is an important factor in creating a cohesive
society, fostering trust and ensuring that financial systems are resilient in response to nature based risks82. Implementation of
effective environmental regulatory policies and frameworks is an important element of markets and societies that protect the
environment and promote sustainable economic growth.

Regulatory frameworks are reprioritising climate change
The frameworks under which regulators operate are subject to change in response to evolving public policy challenges and
priorities, with climate change and biodiversity key areas where regulators are increasing their scrutiny and expectations.

As awareness of physical and transition risks grow, regulators are building and strengthening their capacity and expectations of
business in relation to climate and biodiversity related risk. In doing so, regulatory bodies are increasingly acting, taking steps
such as:

► Developing regulatory frameworks and supervisory practices for climate and environmental risk management,

► Adopting policy instruments designed to generate capital for green and low-carbon investments,

► Engaging and commissioning research and analysis on climate and environmental risks, and

► Actively participating in regional or international forums and informing discourse on green and sustainable finance83.

Changing markets, technologies and uncertainties are driving change
Greater regulatory focus on environment and climate change reflects that regulatory functions increasingly face rapidly
evolving and changing markets, new technologies and uncertainty, which directly and significantly impact their objectives,
functions, powers and capacities to ensure market confidence and financial stability82.

In response to regulators, financial institutions and business-at-large are now being required to identify the physical, transition
and reputational risks resulting from climate change, the loss of biodiversity and other emerging environmental issues and
identify the exposure of their portfolios to these risks in a timely manner in order to inform a proactive risk management
approach84, 85.

69 
central banks and supervisory authorities 
are Members of the Network for Greening 
the Financial System (NGFS) including the 

RBA, while another 13 are Observers. 

The NGSF aims to enhance environment 
and climate risk management in the 

financial sector and strengthen the efforts 
of the sector in achieving the Paris 

climate agreement86

“Companies that generate significant 
pollution might face reputational 

damage or legal liability from their 
activities, and changes to regulation 

could cause previously valuable assets 
to become uneconomic.”

– Guy Debelle, RBA Deputy Governor87



Regulators
Expectations driving decision making
Environmental challenges, such as climate change and biodiversity loss, have formed part of the mandate for central banks and supervisory authorities due to the potential of these issues to
result in structural change in the economy and financial system. This will only continue to increase with widespread awareness and tangible examples of how climate change and
biodiversity loss puts economies at risk and threatens ways of life.

De Nederlandsche Bank
De Nederlandsche Bank (DNB) and PBL Netherlands Environmental Assessment Agency (PBL) published the report titled ‘Indebted to Nature’ which explored
biodiversity risks for the Dutch financial sector. The report represents a significant moment whereby an independent central bank and financial authority is publicly
recognising biodiversity loss as a driver of financial risks and articulating risk management recommendations and considerations for financial institutions.

Connecting the relationship between the financial sector, economy, biodiversity and ecosystem services, the report outlines and seeks to quantify the consequences
associated with the loss of ecosystem services and biodiversity for the economy. The report found that financial institutions are exposed to physical, transition and
reputational risks when they finance economic activities that depend on ecosystem services, have a negative impact on biodiversity and ecosystem services or activities
that cause harm to the environment. This shows growing momentum and expectations for business to assess and manage the risks associated with biodiversity loss and
understand their exposure to the issue88.

Australian Prudential and Regulatory Authority (APRA)
Between 2017 and 2020, APRA has actively engaged with regulated entities on climate change and prudential risk (informed by the Paris Climate Agreement, Taskforce
on Climate-related Financial Disclosures (TCFD) and Noel Hutley’s directors duties advice)89, 90, with increasing emphasis and scrutiny over a relatively short period of
time highlighting growing regulator expectation on climate risk91, 92. In this period of time, APRA has moved beyond acknowledging the material financial impacts of
climate change and towards voicing expectations of business to be demonstrating genuine action of climate risk through risk identification, measurement and
mitigation strategies93.

The escalation on climate risk by APRA has resulted in plans for the development and consultation on a climate change financial risk prudential practice guide, aligned
with the recommendations of the TCFD. In addition, APRA has also announced that it will conduct a climate change vulnerability assessment to estimate the financial
impact from climate change on the country’s largest financial institutions91. APRA’s action in relation to climate change highlights the increasing requirements of
financial institutions to effectively identify, mitigate and review their management of climate risk, even through the COVID-19 pandemic.

Climate change

Biodiversity loss
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Regulators
Thoughts for the future

“Climate change represents a material financial risk to regulated firms (firms) and the financial system. Whilst 
the COVID-19 pandemic is a present risk and an understandable priority for firms, minimising the future risks 

from climate change also requires action now”94

- Sam Woods, CEO of the Prudential Regulation Authority (Bank of England)

Regulators enforce the rules that dictate minimum compliance for business. There is evidence to suggest growing rigour of environmental legislation
which will continue at an increasing rate as the expectations of other stakeholders which legislation aims to represent also grows. Additionally to this,
there could be an explicit rise in regulators identifying climate change and biodiversity risk mitigation as a focus in the near future.

Where to start
Coordinate with regulators

Actively engage with regulators through published materials, direct
dialogue and any other relevant channels on climate and biodiversity
issues. This ensures awareness of relevant and current regulations as
well as the specific guidance and examples provided.

Engage with sector peers

Through a sector-based lens, peers could provide examples of best
practice environmental risk management and reporting. Working
collectively could support your company to take more informed action
and disclosure in relation to climate change and biodiversity loss.

Understand the legislation

Ensuring that your company understands the relevant and current
legislation which regulators enforce is essential to adhere and comply to
regulator action.

How to lead
Publicly support regulatory frameworks

Championing regulatory frameworks that mitigate climate change and
stem biodiversity loss and drawing attention to them within public
reporting for other stakeholders will support to position your company
as an industry leader and while also ensuring your company is aligned
with regulations and emerging trends.

Engage in the development of regulatory frameworks

Consider engaging in the development of regulations that protect nature
by incorporating your unique operational and sector specific insight. This
will position you as a market leader in interacting with regulations and
adds to the practicality of specific regulations.

Align risk management frameworks with regulator advice

Regulators typically provide best practice advice on how to address
legislation, and therefore aligning with their advice is considered leading
practice in many cases. Australian examples of this include utilising the
regulatory advice from APRA and ASIC in relation to climate risk.



“As we enter a historic decade of action to halt 
and reverse biodiversity loss by 2030 and 
address climate change, businesses have a 

critical role to play. They have the technology, 
innovation and resources to make the needed 
shifts towards increased investment in nature 

and nature-based solutions.”

Inger Anderson

Under Secretary General of the UN and Executive Director 
of the UN Environmental Programme
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Taking into account each of the stakeholders analysed within this report and the ‘thoughts for the future’ specific to each, there are three key themes which bring together the
expectations of the stakeholders. These three themes apply to business, at every stage of climate and biodiversity action, and with different levels of engagement on stakeholder
expectations.

Stakeholder capitalism is changing the business landscape

Stakeholder capitalism is becoming an increasingly popular model to govern business strategy & conduct, effectively changing the lens through which decisions
are made and the priorities of the corporate sector. This approach to corporate governance is predicted to continue in a post COVID-19 world as companies are
driven to think beyond shareholder primacy.

Companies who take the opportunity to engage with stakeholders and lead their business with a purpose aligned with stakeholder expectations, will thrive in this
new business landscape. With climate change established as a key concern to stakeholders and biodiversity loss similarly emerging, companies are encouraged
to embed nature at the centre of their business strategies.

Nature is all encompassing

The connection between business and nature is intertwined, with companies dependent on a healthy environment and current corporate behaviours
contributing to the nature crisis. The nature crisis encompasses both the effects of climate change and biodiversity loss. While to date there has been a strong
focus on climate action from a range of stakeholders, halting and reversing biodiversity loss is equally important to solving the nature crisis.

When engaging with stakeholders it is important to understand their expectations today, and the prevalence of climate action demands. However, considering
and predicting what their expectations will be in the future is also a necessary consideration. It is also imperative for business to understand the risk that the
nature crisis has to overarching economic conditions and individual companies, respectively.

1

2

3
Business leadership and investment is critical to solving the nature crisis

Greater investment from each sector of the economy, through effective engagement and alignment with stakeholders, is critical to solving the nature crisis.
Companies that recognise the opportunities of stakeholder capitalism and their responsibility to invest and act in mitigating and responding to the nature crisis
have the opportunity to lead through a nature based recovery from COVID-19 and beyond.
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