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Only 5 years after 

completion of the Paris 

Agreement, we enter a 

decade when a world well 

below 2°C / 1.5°C can slip 

out of reach.

GHG emissions rose by 

1.5% per year in the 2010s, 

stabilizing only briefly 

between 2014 and 2016.  

(UNEP 2019 Emissions 

Gap report executive 

summary)

The 2020s will be decisive for the Paris goals

https://wedocs.unep.org/bitstream/handle/20.500.11822/30798/EGR19ESEN.pdf?sequence=13


As we enter the Decisive Decade, we are not on track.
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External 

Stakeholder 

Pressure is 

Increasing

Lack of ambition 

from G20 national 

governments

Climate-related 

risks are the 

greatest by 

impact and 

likelihood 

• Distinct lack of national government ambition at the 

2019 UN Climate Action Summit

• >100 countries have publicly stated they will enhance 

their ambition at COP26, and >100 countries have set 

long-term net zero goals – but accounting for ~15% of 

global emissions

• “Failure of climate-change mitigation and adaption” is 

this year’s number one risk by impact and number two 

by likelihood, in the WEF Global Risks Report 2020

• Climate-related risks are all of the top by likelihood and 

3 of the top by impact.

• Greta Thunberg is Time’s Person of the Year 2019, 

“Climate Emergency” is the 2019 Oxford Word of the 

Year

• Investor and employee engagement on climate 

increasing

Likelihood Impact

http://www3.weforum.org/docs/WEF_Global_Risk_Report_2020.pdf
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• The 11th Annual BSR/GlobeScan State of Sustainable 

Business Survey provides insight into the world of 

sustainable business and identifies common perceptions and 

practices of corporate sustainability professionals.

• In addition to measuring shifting priorities and challenges 

in corporate sustainability, this year’s survey takes a look at 

the future milestones around which companies are planning 

their sustainability strategies and what they’ll be doing 

differently.

• The research draws from the responses of one sustainability 

practitioner at each of 125 BSR member companies who 

participated. The survey was fielded fully online among the 

BSR member network, with responses collected between 

June and September 2019. All data analysis was managed 

independently by GlobeScan. 

Our State of Sustainable Business Survey affirms increased focus 
on climate



The TCFD recommendations have become a de facto standard

• The recommendations are a new norm with support 

from over 1,000 organizations in all business sectors. 

• They provide guidance on how to disclose consistent, 

comparable, reliable, clear and efficient information on 

climate-related risks and opportunities, to investors, 

lenders and underwriters.

• Two TCFD status reports were published in September 

2018 and in May 2019. They show that implementation 

is gradually increasing.

• The draft EU Non-Financial Reporting Directive 

borrows from the recommendations.

• Climate reporting initiatives such as CDP, GRI and 

SASB have aligned around the TCFD framework*.

• The recommendations are not being used merely as 

a disclosure framework, but as a climate risk 

management framework

7
*Driving Alignment in Climate-related Reporting. Corporate Reporting Dialogue. September 2019. 

https://corporatereportingdialogue.com/wp-content/uploads/2019/09/CRD_BAP_Report_2019.pdf

https://www.fsb-tcfd.org/wp-content/uploads/2018/08/FINAL-2018-TCFD-Status-Report-092518.pdf
https://www.fsb-tcfd.org/wp-content/uploads/2019/06/2019-TCFD-Status-Report-FINAL-053119.pdf
https://corporatereportingdialogue.com/wp-content/uploads/2019/09/CRD_BAP_Report_2019.pdf
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The recommendations are an elegant climate risk management framework.
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BSR Climate Risk Management 

Leadership Ladder



Why BSR’s CRM Leadership Ladder? 

• An increasing number of companies recognize the materiality of climate risks and are taking 

steps to manage them.

• Fully aligning climate risk management with the TCFD provides business value. Numerous 

studies have identified quantifiable business benefits to building climate resilience, such as 

increases in revenue and stock price, cost reductions, and a boost in brand value. 

• The Climate Risk Management Leadership Ladder is a maturity model developed by BSR to 

guide companies in their journey towards TCFD implementation. 

• Our Ladder synthesizes the 11 TCFD recommendations and ~35 sub-disclosures. Where the 

TCFD recommendations are (purposefully) ambiguous, we apply our understanding of best 

practice from our ~265 member companies. 

• The ladder is applicable across industries but recognizes important differences among 

companies in terms of their risk tolerance and ambition level.

10

https://www.fsb-tcfd.org/wp-content/uploads/2017/06/FINAL-2017-TCFD-Report-11052018.pdf


What does the Leadership Ladder do?

BSR’s Climate Risk Management Leadership Ladder is a maturity model tool that helps companies 

assess their implementation of climate risk management, based on the framework of the TCFD 

recommendations. The tool is not meant to assess company disclosure, but to help companies build 

resilience.

Through the Leadership Ladder the company can understand its current climate risk management 

and plan steps towards improved climate risk management. 

Key Objectives

• Evaluate company climate risk management implementation using the TCFD framework

• Enhance cross-department understanding of climate risk and opportunities

• Identify the key next steps to increase climate resilience

11



4 Levels for each of the 4 TCFD Pillars
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Level 1 – None

The company has not yet implemented any of the recommendations in 

the pillar.

Level 2 – Basic

The company has implemented some of the recommendations in the 

pillar. 

Level 3 – Advanced

The company has implemented most of the recommendations in the pillar. 
recommendations. 
The company has fully implemented the TFCD recommendations. 

Level 4 – Full

The company has fully implemented the recommendations in the pillar. 

Source: BSR



BSR’s Climate Risk Management Leadership Ladder
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Governance Strategy Risk Management Metrics & Targets

What is the organization's 

governance around climate-

related risks and opportunities? 

What is the actual and potential 

impact of climate-related risks 

and opportunities on the 

organization's businesses, 

strategy, and financial planning? 

How is the organization 

identifying, assessing, and 

managing climate-related risks? 

What are the metrics and targets 

used by the organization to 

assess and manage relevant 

climate-related risks and 

opportunities?

Level 4 - Full
The company has fully

implemented the TFCD 

recommendations. 

Level 3 - Advanced

The company has 

implemented most of 

the TCFD 

recommendations. 

Level 2 - Basic

The company has 

implemented some of 

the TCFD 

recommendations. 

Level 1 - None

The company has not 

yet implemented the 

TCFD 

recommendations. 

Our board and management are

not aware of or managing

climate-related risks and

opportunities.

Our company is not considering

climate-related risks and opportunities

and their impacts on the organization's

businesses, strategy, and financial

planning.

Our company is not identifying,

assessing, and managing

climate-related risks.

Our company is not using metrics

to track progress related to

climate-related risks and

opportunities, such as

greenhouse gas (GHG)

emissions.

Our board and management are

aware of climate-related risks and

opportunities but are not managing

them.

Some understanding of climate-related 

risks and opportunities and their 

impacts on the organization's 

businesses, strategy, and financial 

planning. 

Our company is identifying

climate-related risks, but not yet

measuring and managing them.

Our company is using climate

metrics, such as scope 1, scope 2

and scope 3 emissions, and has

defined basic targets or activities

Our board and management are

aware of climate-related risks and

opportunities and are taking steps

to manage them.

Using external scenarios to have a

clear understanding of the actual and

potential climate-related risks and

opportunities and their related impacts

on the organization's businesses,

strategy, and financial planning.

Our company is identifying,

measuring and managing climate-

related risks through the

organization's overall risk

management.

Our company is using climate

metrics, which comprehensively

measure progress related to

climate-related risks and

opportunities.

Our board and management are

actively assessing and managing

climate-related risks and

opportunities.

Using bespoke scenarios to have a

clear understanding of climate-

related risks and opportunities and

their related impacts and is

addressing them through the

organization's businesses, strategy,

and financial planning.

Our company is identifying,

measuring and managing climate-

related risks through the

organization's overall risk

management and integrating them

in its overall risk management

process.

Our company has defined metrics

and targets to closely measure and

monitor relevant climate-related

risks and opportunities.



Leveraging the Climate Risk Management Assessment Results
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Using the results of the assessment, companies will be able to calibrate their desired level of ambition and 

plan the next steps towards climate change management leadership. 

CRM Leadership 

Ladder Assessment

Roadmap 

towards full 

implementation

Climate Risk 

Assessment

Climate Scenario 

Analysis 

Paris-Aligned 

Goals and 

Actions

Peer Benchmark



BSR Work on Climate Risk Management and TCFD Leadership

BSR has worked with leading companies on climate risk management, including climate risk assessments, 

TCFD implementation, climate scenario analysis, and our Value Chain Risk to Resilience collaborative initiative.

15

https://www.bsr.org/en/collaboration/groups/value-chain-risk-to-resilience
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Climate Scenario Analysis



The TCFD recommendation on Climate Scenario Analysis

TCFD recommendation Strategy c) states that companies should undertake climate scenario analysis in order 

to disclose the “resilience of the organization’s strategy, taking into consideration different climate-related 

scenarios, including a 2ºC or lower scenario.”

17

The Recommendations specify that disclosure of this 

analysis will assist investors, underwriters, insurers and 

other stakeholders to better understand:

• the degree of robustness of the organization’s strategy 

and financial plans under different plausible future states 

of the world;

• how the organization may be positioning itself to take 

advantage of opportunities and plans to mitigate or adapt 

to climate-related risks; and

• how the organization is challenging itself to think 

strategically about longer-term climate related risks and 

opportunities.” 



Disruption is the new norm

• The world around us is changing more rapidly than ever before, with 
massive implications for how we can achieve a just and sustainable 
world. 

• The context for sustainable business is radically different than it was 
even a decade ago, as evidenced by the accelerating energy transition, 
highly disruptive technologies such as artificial intelligence, new business 
models, increasing geopolitical volatility, nascent climate disruption, and 
new expectations from stakeholders. 

• Businesses that fail to adapt quickly to changing conditions risk 
being swept aside. Governments and financial regulators of Australia, 
Belgium, France, Hong Kong, Japan, the Netherlands, Singapore, 
Sweden, and the UK have expressed support for TCFD. Businesses 
today must adapt or risk obsolescence.

18



But we struggle to make sense of disruptive change

• Our brains evolved to help us think about short-term survival needs. We 
have hard-wired cognitive biases that make it difficult for us to think 
effectively about complex global issues and unpredictable change.

• We frequently respond to uncertain future possibilities with denial
(oversimplification or false confidence) or paralysis (planning for 
everything or wait and see). 

• Our business tools rely too much on extrapolation from the past and 
outmoded mental models.

• Yet effective leaders need more than ever to be able to think about 
complex and unpredictable change, and to make wise strategic 
decisions in the face of uncertainty. 

19



Forecasts often have limited utility
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Forecasts and predictions 

have a poor track record, 

extrapolate from the past, 

and are unable to anticipate 

disruptive change. 

However, they are the most 

common tools businesses 

use to think about the 

future.  

Confusion on climate 

scenario analysis reigns 

because companies have 

treated climate “scenarios” 

as forecasts instead of 

plausible futures.  

Predictions have a dire track 

record, and have been sadly 

predictable themselves. Treasury 

yields have been forecast to rise 

every year for the past decade 

[...] yet they have gone down 

more often than not. Even when 

they went up, the moves were 

only once anywhere near what 

was predicted, back in 2009 

The same goes for stock prices. 

Only rarely is the average S&P 

500 forecast of strategists 

anywhere near the actual result. 

The Wall St Journal (March 2018) 



Third party versus bespoke scenarios

A hybrid approach which augments either approach could build more resilient business strategy, 
while simultaneously satisfying investor demands for scenario analysis using the off-the-shelf 
projections listed in the TCFD recommendations.

21

Augment off-the-shelf projection(s) with 

other factors and signals of change, such 

as social and economic factors. 

Augment set of customized scenarios with 

information from off-the-shelf projections, 

whether international (e.g. 2DS, IEA 450, 

Greenpeace, DDPP, IRENA, RCP 2.6, IEA 2DS, 

IEA SDS, Paris Agreement NDCs) or 

national/regional.

Challenging scenarios based on factors of great impact and uncertainty to the business, and 

drawing in information from ambitious projections (e.g. 2°C or 1.5°C projections for transition risks; 

but 4°C projections for physical risks) will result in the greatest resilience to business strategy, and 

ideally the greatest investor confidence in that strategy.



Futures scenarios help us engage with uncertainty

A rigorous examination of the future reveals much that is uncertain. Whether we are looking at climate policy, trade relations, 

or the deployment of autonomous vehicles—we cannot be sure of how key factors reshaping the world will play out in the 

coming years. What's more, the operating context for business is formed by the complex interactions of many such factors. 

Scenarios were developed as a tool to constructively engage with such uncertainty, and to enable more strategic and resilient

choices in the present. 
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• Scenarios are a set (often three or four) of 

narrative depictions of different plausible 

futures for the operating context of the 

business. They should be plausible, coherent, 

challenging, and distinct.

• Scenarios are not predictions. They are tools 

that can be used today to explore critical 

uncertainties about the future, challenge 

assumptions and identify blind spots related to 

disruptive change.

• Scenarios create a testbed for strategy. 

Resilient strategic ideas are those that work 

across most or all scenarios. 



Maximizing the value of scenario analysis

We believe scenario analysis delivers the most added value for companies who use it to build resilient 

strategies. Scenarios have long been used by business and government to improve decision-making under 

conditions of uncertainty: rather than basing decisions on single-point forecasts, companies consider a set of 

plausible alternative futures to shape more adaptive and resilient strategies. 
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In carrying out climate scenario analysis, we 

suggest that companies:

1. Approach scenario analysis primarily as an 

opportunity to improve strategic resilience.

2. Consider a broad range of climate risks and 

opportunities, including the physical and 

transition risks in the TCFD typology (shown 

to the right, from the TCFD technical 

supplement on scenario analysis).

3. Use scenarios tailored to the business and 

leverage data from diverse sources, to avoid 

the risk of a single source being inevitably 

inaccurate.

https://www.bsr.org/en/our-insights/blog-view/how-to-implement-tcfd-recommendations-to-enhance-company-resilience
https://www.fsb-tcfd.org/wp-content/uploads/2017/06/FINAL-TCFD-Technical-Supplement-062917.pdf
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Q&A



Thank You
BSR™ is a global nonprofit organization that works with its network of more 

than 250 member companies and other partners to build a just and 

sustainable world. From its offices in Asia, Europe, and North America, 

BSR™ develops sustainable business strategies and solutions through 

consulting, research, and cross-sector collaboration.

www.bsr.org
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