Climate security report
Assessing business risk

FOREWORD
Today, extreme climate events are becoming a daily reality for everyone.
Stark warnings from 11,000 scientists across 153 nations¹ state that “urgent” change
is required to offset the threat to natural ecosystems and humanity.
The threat that a volatile climate presents to our fragile planet is acute. But what’s become
clear these past months, due to the global coronavirus pandemic, is that individual actions
are more impactful than ever.
COVID-19 has illustrated how we are all bound together on a global scale. How economies
and societies are interconnected. And, most importantly, revealed our united strength
in facing global societal issues, at a local level.
The lessons that we can draw on in curbing the COVID-19 virus therefore must be applied
to other critical, global issues. Perhaps none more significant than the changing climate.
Whether it’s flood damaged homes and offices or wildfires destroying rural and urban
areas, climate volatility is hurting communities, individuals and organisations.
Despite the clear ongoing economic, social and political impact of the climate crisis being
clear long before the coronavirus pandemic, the majority of businesses haven’t put plans
or processes in place to tackle the risks climate presents to them.
As the pandemic has intensified and countries have invoked lockdown, many business
leaders are rising to the immediate challenge of defeating COVID-19.
But to echo the words of UN experts on Earth Day, the world must “show the same
determination and unity” against the accelerating problem of climate change as against
coronavirus2. The long term consequences of ignoring the climate crisis threatens to be
far more severe than the expense of putting strategies in place now.
To understand why, in the face of clear and mounting evidence, climate security isn’t
high on the board agenda3—and how we can change that—we have spoken with over
500 business leaders and decision makers in the UK.
The key takeaway: most businesses are frozen by uncertainty and fearful of missteps,
given the magnitude and complexity of the challenge. Ultimately, there’s a significant
gap between awareness and taking action—fuelled by a lack of understanding.
The climate crisis is intensifying and risks are increasing everyday. COVID-19 demonstrates
how the world has had to quickly adapt to social distancing and closing borders. To
address the changing climate, everyone—particularly businesses—need to assess their
individual risk and employ strategies that will help them play their part in ensuring the
long-term resilience of our planet.
This study explores the obstacles preventing organisations from addressing climate
volatility and identifies how climate security can help safeguard our future.
1h
 ttps://edition.cnn.com/2019/11/05/world/climate-emergency-scientists-warning-intl-trnd/index.html
2 https://www.itv.com/news/2020-04-22/call-for-world-to-tackle-accelerating-climate-change-with-determination/
3 https://hbr.org/2019/09/what-1000-ceos-really-think-about-climate-change-and-inequality
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SECTION 1

Why assessing the risk of climate volatility needs to be on the board agenda
In 2020 we’ve witnessed the warmest January since records began. In February,
leading economists warned that the climate crisis is a risk to “human life as
4
we know it.”
Top 5 warmest years on record are all from the past 5 years:
(experts suggest we must limit anomaly degrees to 1.5c)

These climatic and extreme weather events are increasing
in frequency and severity, resulting in extensive costs for
businesses and communities.
This economic cost isn’t just the responsibility of governments,
nor is it only impacting individuals. There’s a significant price
tag for businesses that ignore (or are blind to) the risks that
their company faces. For example, recent storms across Europe
are expected to have cost the insurance industry up to £1.5bn.
Not to mention the additional costs of lost productivity for
organisations dealing with the aftermath of flood damage.
Failure to offset the risks of climate volatility could result in
“a recession—the likes of which we’ve never seen before,”
according to a recently published article from UC Davis 5. As
the world prepares for a significant economic downturn due
to COVID-19, businesses cannot afford to be hit again in the
near future by a climate induced, financial crisis.
Therefore, every organisation—from policy makers, through to
insurers, producers, manufacturers and farmers—has a role to
play in assessing and addressing the risks that the changing
climate presents to them.

Rank

Year

Anomaly
degrees Celsius

1

2016

0.94

2

2019

0.93

3

2015

0.90

4

2017

0.84

5

2018

0.77

4JP Morgan economists David Mackie and Jessica Murray https://www.theguardian.com/environment/2020/feb/21/jp-morgan-economists-warn-climate-crisis-threat-human-race
5https://www.salon.com/2020/02/23/the-next-economic-recession-will-likely-come-from-climate-crisis-researcher-says/
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Yet our research indicates that despite growing global evidence
demonstrating just how severe the climate crisis is, only 13% of
businesses rate assessing climate risk as a priority in 2020.
Bearing the brunt of the pandemic is understandably the primary
focus of organisations worldwide.

60%

But, in order to act effectively and safeguard their future,
organisations require an understanding of the threats they
personally face when it comes to the volatile climate, and what
actions they need to take in response.

Don’t understand the risk
climate presents to them

The implications of a flood, a drought or a misstep in planning
where a factory is based now could have severe consequences
in the near future.
Today, understanding the individual risk that businesses face
is unclear.

41%
Have a climate change
policy in place

While 75% of organisations understand climate volatility
presents a risk, 60% admit they don’t understand what that
risk is.
This lack of understanding is stopping businesses from
recognising the severity of the climate crisis and the urgency
to address the threats it presents. Just 15% consider it a
‘significant risk’ leading to a distinct absence of action: just
two in five have a climate policy in place (41%), or budget set
aside to implement it (42%).

42%
Have a budget available to
tackle climate challenges

To tackle the risks posed by climate volatility—not only to
insurers but to enterprises, governments, farmers, investors,
and more—it’s important that organisations recognise the
blindspots holding them back from taking action.
It’s only once those barriers are revealed that businesses can take
steps to effectively safeguard their assets and value chain.
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SECTION 2

Core obstacles stopping organisations tackling this existential threat and risks for
their business
Every single long-term threat in the World Economic Forum’s Global Risks Report
6
in January 2020 was related to the environment . Action must be accelerated by
businesses but there’s multiple variables stopping them from taking action.
Cost, a lack of understanding and de-prioritisation of climate
compared to other business issues e.g., talent management
are the three top barriers stopping businesses from tackling
climate risks. The severe economic consequences to come from
COVID-19 will hit businesses hard and they cannot afford to
be hit again so soon by a climate induced financial crash.

While 85% of companies stated that they care about tackling the
climate crisis, most (58%) don’t know how to act or don’t believe
they can make a difference (54%).
The majority (58%) of organisations also don’t believe the changing
climate will affect them in the next five years. This is misguided—
businesses across the world are already experiencing the wrath
of climate volatility.

Underscoring these is an overall lack of clarity and accountability.

Cost

Understanding

More pressing factors

Top Financial Risks Caused by Climate Volatility:

45%

28%
Business interruption
caused by disruption
to global supply chains

24%

6https://www.weforum.org/agenda/2020/01/climate-change-business-response-risks/

5

Physical risks to their
assets as a direct result of
severe weather events

Transition risks which could
arise from the shift to a
lower-carbon economy

Liability risks
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Companies could lose significant value if risks aren’t assessed
and reported. The Investment Association is instructing all
listed companies in the UK to comply with standards set
by the Task Force on Climate-related Financial Disclosures
(TCFD), which outlines how companies should calculate and
7
disclose their exposure to climate risk to investors, by 2022 .
Any company looking for short—or long-term—investment
needs to be mindful of this to secure future investment.

Almost three-quarters of businesses (72%) view the climate
crisis as a political problem, with 83% stating that the
government isn’t doing enough to support businesses in
tackling it.
85% argue regulations should be enforced to help businesses
mitigate the impact of the climate crisis, suggesting the
government has an essential role in reducing uncertainty and
providing guidance on the action businesses can take.

Another barrier for businesses is concern that they don’t have
the right skill sets or resources in place to take action, or that they
have already made missteps in climate strategy.

With businesses clearly seeking support, climate security and
protection should become part of overall climate strategies for
policymakers. This could form the basis of a future partnership
on tackling wider environmental targets.

Despite over a third (39%) stating they do have an individual
or team assessing climate change risks—over two thirds feel
they have the wrong targets (69%) or skills (67%) to mitigate
the problem.
In order to turn awareness into action, organisations need
greater clarity on the impact climate volatility will have on their
individual business. Having this clarity means companies can build
the right team and create informed plans that tackle the most
pressing threats.

Businesses believe they do not have the right skill-set in place
to tackle the climate crisis and future proof their business:

31%
Net Disagree

Although our research indicates that understanding and cost
are major obstacles, lack of guidance and best-practices are a
factor too.
Businesses believe that governments and policymakers have a
duty to work with them to provide clear, actionable insights to
overcome the challenges presented by climate volatility.

69%
Net Agree
7https://www.theguardian.com/business/2020/mar/05/leading-investor-group-tells-companies-to-set-out-climate-crisis-plans
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SECTION 3

The solution is bridging the gap
between awareness and taking action
Climate is a macro problem but there isn’t
a macro solution. The challenge needs
to be broken down (and personalised) to
the threats facing each organisation.

34% of businesses would
be urged to address climate
risks now if they understood
the impact it would have on
their business and the related
cost implications (32%)

One of the variables companies may overlook when assessing
the threats of climate is their supply chain or ecosystem. Just
15% believe supply chain management would have a bearing
on mitigating the implications of climate volatility. Organisations
can’t view climate risk in a one-dimensional way.

Top 5 reasons why businesses would mitigate against climate volatility:

Understanding of the
impact it would have on
their business (34%)

Understanding of the
cost implications it
would have on their
business (32%)

Increased regulation
(30%)

7

Having the tools/ability
to take action (28%)

Recognised impact this
will have on individual
businesses over the years
(27%)
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A food producer needs to think beyond their factories and
consider all their suppliers and partners, then assess their
assets and vulnerabilities. It’s essential to identify all the risks
a volatile climate presents—not just immediate assets and
infrastructure—but the entire operation.

Climate security technology
can provide the information
businesses need in a
digestible and decision
useful format. Cervest filters
through billions of data
points and is developing
ways to provide on-demand,
personalised predictions
of how land and assets
in Europe are expected to
change over days, weeks
and months.

This is where climate security can help. It can help bridge the
gap between awareness and action—by giving organisations
exposure to the risks posed to their immediate team and assets,
as well as those belonging to its value or supply chain.
The fragmented understanding of climate volatility, criticism
of current targets, lack of skill resources or expertise and the
desire for greater support from government—seen across
businesses—is symptomatic of the limited focus on climate
security readiness.
To tackle this, governments and experts should provide best
practices and guidelines to educate companies in order to
maximise the effectiveness of their climate security strategies.
But organisations need to take accountability to confront the
impact the climate can have upon them. The right technology
and strategy can boost climate security. And, with it, future
profitability and the protection of long term investments.

8

Climate security report: assessing business risk

SECTION 4

Climate security can empower organisations to safeguard their business and value
chain
The Human Rights Watch points to the struggle governments in Europe, the US and
elsewhere will face in the coming weeks and months to ensure climate commitments
8
are not COVID-19 collateral .
Businesses need a climate security plan in place too. As for
many organisations, the implications of just one extreme
weather event could threaten an already fragile operation.

But businesses are feeling the effects now. Over a third (35%)
of respondents revealed that they’re already experiencing or
anticipating the implications of climate volatility in the next
two years.

However, just one in four (24%) businesses have started to take
action and implement climate action plans. On average businesses
in the UK expect to do so only in 12-24 months time.

Up until now, taking action to address climate volatility has been
viewed as difficult, intangible and expensive. But we have a solution.

Implementation of climate plans over next 36 months:

1

2

3
Y E A R S

16%

10%

Within the next year

Do not plan to implement anything

20%
In the next 1-2 years

8 https://www.hrw.org/news/2020/04/16/how-covid-19-could-impact-climate-crisis
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Combining proven Earth Science techniques with AI and machine
learning, Cervest can empower you to better understand and
safeguard against climate risks. This climate security solution
simplifies complex data from a vast set of sources, helping
you understand, predict and quantify the implications and risk
of climate volatility to the assets you are interested in.

5 Tips for businesses when reviewing
their climate security processes:

This insight helps your organisation and supply or value chain
make smarter, more informed decisions on the assets that will
help secure your future and protect our planet.

Fully assess the size of the cost and the lost
opportunity that could occur as a result of not
understanding your climate exposure

Whether you’re assessing the risk of extreme precipitation
during an insurance review, concerned about how to safeguard
your assets against extreme heat or need useful information
to plan and manage your value chain, we want to help you
deal with the climate crisis.

Know the location of all the assets that you own
or are responsible for and evaluate whether you
can measure your current exposure

Don’t leave protecting your business until it’s too late.
Evaluate what is needed to understand your
short term (extreme events) and long term
(climate) exposure to all of your assets

Begin the process to factor in climate risk to all
your investment decisions and business goals

METHODOLOGY
Have an understanding of the changes to
legislation and how it affects your climate
liability risks

The study was conducted among 503 decision makers at businesses
in the UK, spanning a vast variety of sectors including manufacturing,
banking, agriculture and retail. The interviews were carried out by
Sapio Research over a two week period in early 2020, using an email
invitation to an online survey.

10

Climate security report: assessing business risk

For more information regarding Cervest’s Earth
Science AI and platform please contact:
hello@cervest.earth

