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Through the 1950s, scientists believed that
the CO, emitted by human industry would

be largely absorbed by the oceans. In other
words, they believed that CO, levels would
not rise appreciably as a result of anthropogenic
activity.?' Today, there is general consensus
among climate scientists that human activity,
in addition to natural factors, contributes to
climate change.? The Intergovernmental Panel
on Climate Change (IPCC) estimates that the
Earth’s mean surface temperature is now 1°C
above what it was in the pre-industrial world
and is rising by about 0.2°C a decade.®

We are seeing more frequent and intense
extreme weather events, changing patterns

of rainfall and drought, damaged communities
and ecosystems, and rising sea levels.

In 2015, government leaders pledged to hold
further increases to “well below” 2°C as part of
the Paris Agreement. There has been moderate
progress in achieving its stated goals — the
global economy is becoming more energy
efficient, and de-carbonisation technologies are
moving beyond the drawing board — but the
pace of change has seemingly stalled, according
to PwC’s own research.?

As CEOs try to navigate disruptive weather
impacts, fractured climate policy, rising
expectations from the public and the demands
of remaining competitive, they are facing a
higher level of climate-induced uncertainty.

4%

Share of global CEOs who are ‘extremely
concerned’ about climate change and
environmental damage, a 25% increase
compared to 2019
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Our survey shows that CEOs express a
growing, if still subdued, appreciation of the
upside of taking action to reduce their carbon
footprint. Compared with a decade ago, when
we last asked the same question, global chief
executives are twice as likely to ‘strongly agree’
that investing in climate change initiatives

will boost reputational advantage among key

stakeholders, including employees (30% strongly

agreed in 2020 compared with 16% in 2010),
and afford significant new product and service
opportunities (25% in 2020 compared with
13% in 2010). And nearly three times as many
(14% in 2020 compared with 5% in 2010)
agree they will benefit from government funds
or financial incentives for ‘green’ investments
(see Exhibit 16).

In the world’s largest economies, where the
need to reduce carbon emissions is greatest,
CEOs broadly recognise the silver lining in the
climate change cloud: new product and service
opportunities (see Exhibit 17). China’s growing
embrace is the most pronounced; in 2010,

only 2% of China CEOs saw opportunity in the
climate change crisis for new products and
services. Now, nearly half (47%) do.

Exhibit 16

Compared to ten years ago, CEOs are more

Question
How strongly do you agree or disagree with the
following statements regarding climate change?

likely to recognise the benefits of investing (showing only ‘strongly agree
in climate change initiatives

B 2010

B 2020

30%

25%

14%

Our response to climate change initiatives will provide
a reputational advantage for my organisation among
key stakeholders, including employees

Source: PwC, 23rd Annual Global CEO Survey
Base: Global respondents (2020=1,581; 2010=1,198)

Climate change initiatives will lead to significant new My organisation will benefit from government funds
product and service opportunities for my organisation or financial incentives for ‘green’ investments
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Exhibit 17 Question
. o, . . How strongly do you agree or disagree that: ‘climate change
Chmate Change Opportunltles are lncreaSIHgly initiatives will lead to significant new product and service

embraced among most Of the World’s largest opportunities for my organisation’? (showing only ‘strongly agree’)
economies, especially China

B 200 P 202

47%

32%

27%
25% 24% 25%
22%

20% 21%

17%
15%

14%

5%

2%

Gilobal China France Brazil Italy Japan Germany UK Canada India us

Source: PwC, 23rd Annual Global CEO Survey
Base: Global respondents (2020=1,581; 2010=1,198), territory respondents (2020=3,501; 2010=1,596)
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“ From 2006 to now, we have reduced
our water consumption in Mexico by
50%, and we’re continuing that progress
by investing in some very modern
technologies. One is aeroponics, in which
plants basically grow in the air, rather than

in the earth. This allows us to consume
a mere 10% of the amount of water
compared to traditional agriculture.

Roberto Martinez
CEO of PepsiCo Foods Mexico /

Link to full interview with Martinez

China is an interesting case study because

it is both the largest market for green products
and the most polluting country, from a carbon
perspective.?® China burns about half the coal
used globally each year, and its annual carbon
emissions account for about 30% of the world’s
total. Yet it’s also the leading market for solar
panels, wind turbines and electric vehicles, and
it manufactures about two-thirds of solar cells
installed worldwide.?®

Meanwhile, some of the CEOs whose nations
were at the forefront of the campaign to arrest
climate change ten years ago — France, the
UK, Canada — are slightly less enthusiastic
about new product and service opportunities.
In 2009, when they were surveyed, they might
have been looking ahead to the United Nations
Climate Change Conference in Copenhagen,
which committed for the first time since the
Kyoto Protocol to setting new emission reduction
targets and deadlines.?” Ten years, and many
underwhelming climate change conferences
and national commitments later, their optimism
has waned.

In the US, where CEOs are the most sceptical
about the opportunities climate change can
bring among major economies, attitudes have
hardly budged. A possible explanation lies

in the success of the shale revolution over the
past decade. Having unleashed massive supplies
of natural gas and oil, fracking has propelled the
US into the position of a world leader in fossil
fuel production. This development may be
tamping down the urgency to shift to ‘green’
energy technologies.?®
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‘ ‘ | think about climate change very differently. | look
at it as the impact on the economies as a result
of climate change, as opposed to the environment.
For example, if you’re running Nigeria today, you
should definitely have a plan for when oil goes away.
We’'re not planning enough, nor are a lot of
other countries.

Segun Agbaje

CEO of Guaranty Trust Bank, Nigeria /
Link to full interview with Agbaje /
/77
Y



https://www.strategy-business.com/article/Keeping-pace-with-Africas-fast-changing-competitive-landscape
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In general, CEOs in Western Europe and
Asia-Pacific report being furthest ahead in
assessing the risks of climate change initiatives,
which is not surprising given that many
governments that have committed to net-zero
emissions by 2050 are located in these regions.?®
However, other regions show more limited
progress. One concerning discrepancy is the
substantial share of Middle East CEOs who
report that they have not assessed the potential
transition risks to a ‘greener’ economy, despite
the fact that they are disproportionately exposed
to those risks given their economies’ reliance

on oil revenues to finance their budgets (see
Exhibit 18).%°

One of the frustrations of dealing with climate
change is the long time horizon before any real
environmental results become evident. It is true
that those in a position to set and implement
policy may not see the fruits of these initiatives
during their tenure. At the same time, young
people — the consumers and workers of the
future — are becoming more impatient and
ratcheting up their demands for stakeholders
to act.

Exhibit 18

Progress towards a ‘greener’ economy is slowest

in regions where it is needed most

. Strongly disagree . Disagree Agree . Strongly agree

Global
Asia-Pacific
Western Europe
Latin America
Africa

North America
CEE

Middle East

Source: PwC, 23rd Annual Global CEO Survey
Note: Not all figures add up to 100% as a result of rounding percentages and excluding ‘neither/nor’ and ‘don’t know’ responses
Base: Global respondents (2020=1,581)

Question

How strongly do you agree or disagree that:
“my organisation assessed the potential
transition risks (e.g., carbon regulation and
technology shifts) to a ‘greener’ economy?”

44% 17%
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Succeeding
In uncertainty

A message from Bob Moritz
Chairman of the PwC Network

Link to profile

W)

As our survey shows,

there is no shortage of
factors inspiring uncertainty,
whether those factors are
structural, economic or
technological. This presents
a tough challenge for
business leaders.

Uncertainty can be an excuse to take essentially
defensive actions that may make tactical sense
but are strategically counterproductive in both
the short term and the long term — reducing
investment in people, pulling back from new
technologies, shying away from big challenges.

In order to act as stakeholders who build

a cohesive and sustainable world (the theme

of this year’s World Economic Forum Annual
Meeting®'), companies have to lean into changes
in the precise moments when it is uncomfortable
to do so, and communicate openly about the
challenges they face and the actions

they’re taking.

Confronting uncertainty, leaders must act —
and act quickly. Instead of narrowing their focus
and looking inward, they should expand their
field of vision and strive to create a wider range
of options to pursue. Making decisions in a way
that is both more dynamic and more resilient —
a subject we have covered in detail elsewhere®
— will enable organisations to thrive in the full
spectrum of uncertain outcomes.

At root, all of this means changing how we think
about many of the ways we have conducted
business for years, if not decades. Leaders today
can harness the power of technology to
reimagine the way they plot strategy. They can
use Al to consider a wide range of scenarios,
test and scale options, and feed the knowledge
gained back into the system. Understanding how
a company can succeed under different sets of
conditions increases confidence.

But companies can act on opportunities only

if they have the organisational agility that allows
them to execute rather than simply react.
Building on foundations that are strong but not
rigid, leaders must learn to make decisions and
allocate resources and capital more nimbly.


https://www.pwc.com/gx/en/about/leadership/robert-e-moritz.html
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It is especially important that leaders consider
the pressing and evolving needs of all their
stakeholders and demonstrate their ability to
confront significant challenges. Companies don’t
have much control over the broad demographic
trends that make it difficult to attract and retain
talent. But they can take action to upskill their
employees. Those that do so will solidify long-
term relationships with employees while building
a more agile workforce. As an example, we at
PwC are committing US$3bn over the next four
years to upskilling initiatives both to train our
own people and to develop technologies for

our people and our clients.®

Climate change poses a significant challenge.
As conditions evolve, many organisations are
rethinking the vulnerability of their operations
and considering the potential for new products
and services. At the same time, societal
expectations for how business can engage

with the climate issue are increasing. One result:
it is now imperative for CEOs to develop and
integrate a detailed sustainability vision into their
long-term strategic plan. At PwC, we are taking
such steps as offsetting air travel emissions.

We have also joined RE100, a global coalition
of businesses committed to transitioning to
100% renewable usage, and are on a path

to source 70% of our electricity needs from
renewable sources by fiscal year 2022.34

On all these fronts, leaders must ensure
that their efforts create lasting value while
also building trust with the communities
and stakeholders they serve.

We hope that PwC’s 23rd Annual Global CEO
Survey has provided some food for thought
as you chart a course through the uncertain
economic and business environment.

As we look ahead, there’s one thing of which
we are certain: when it comes to the most
pressing topics confronting CEOs, collaboration
between and among organisations, individuals
and governments can meaningfully enhance
not only their own prospects but the prosperity
and vitality of society as a whole.
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survey
methodology

PwC surveyed 3,501 CEOs in 83 territories

in September and October 2019. The sample
of 1,581 CEOs used for the global and regional
figures in this report are weighted by national
GDP to ensure that CEOs’ views are fairly
represented across all major regions.

Further details by region and industry are
available on request. Seven percent of the
interviews were conducted by telephone,
88% online, and 5% by post or face-to-face.
All quantitative interviews were conducted
on a confidential basis.

Of the 1,581 CEOs whose responses were
used for the global and regional figures:

+ 46% of their organisations had revenues
of US$1bn or more.

+ 35% of their organisations had revenues
between US$100m and US$1bn.

+ 15% of their organisations had revenues
of up to US$100m.

* 55% of their organisations were
privately owned.

Notes:

Not all figures add up to 100% as a result of
rounding percentages and excluding ‘neither/

nor’ and ‘don’t know’ responses from exhibits.

The base for global figures is 1,581 (global
respondents) unless otherwise stated.

We also conducted in-depth, face-to-face
interviews with CEOs from six regions. Some of
these interviews are quoted in this report, and
more extensive transcripts can be found on our

website at https://www.strategy-business.com/
inside-the-mind-of-the-ceo.

The research was undertaken by PwC Research,
our global centre of excellence for primary
research and evidence-based consulting

services.

https://www.pwc.co.uk/pwcresearch



https://www.strategy-business.com/inside-the-mind-of-the-ceo
https://www.strategy-business.com/inside-the-mind-of-the-ceo
https://www.pwc.co.uk/pwcresearch 
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