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The Effect of Climate Change on Businesses



Climate change is one of the main issues that comes to mind when we think of the future challenges facing us on Earth. In this article I’ll take a look at what we currently know about climate change, how it’s affecting businesses right now, and how it likely will in the future. While there aren’t any big advantages of climate change for businesses, there are plenty of advantages and disadvantages of businesses fighting the issue. In this article I’ll be focusing on these, such as the advantages and disadvantages of investing in solar panels. I’ll also look at how important it is becoming for businesses to be greener, and why some businesses still refuse or are afraid to do so.

Before looking at its effects on businesses, we should first identify what climate change is, and what it means for the future of the planet. According to the United Nations (no date) website climate change refers to the changes in usual temperatures and weathers. Basically, a change in what we would have originally expected the temperature or weather to be. United Nations further states that climate change, while slightly accelerated through changes in the solar cycle, is mainly attributed to the burning of fossil fuels, which create greenhouse gas emissions. This means that it is mainly caused by humans.

Climate change, which was originally considered a future problem, seems to be drawing much closer than anticipated in the recent years. Scientists have observed drastic changes that were expected to happen years into the future, such as droughts and wildfires (NASA, no date). Of course, many other changes were noticed, like the melting and shrinking of ice in colder climates, which is likely common knowledge at this point (NASA, no date).

The way businesses can help fight climate change is to contribute less to the problem, by minimizing the amount of greenhouse gas emissions they generate. Next we’ll look at some of the ways businesses can achieve that.

The first method businesses can use to improve, and quite possibly one of the most known methods, is to buy solar panels (Rachel Wait, 2021). Of course, the cost of this technology varies by location, but in the UK solar panels for a small to medium sized business reportedly costs anywhere between £16,000 to £70,000 (Greenmatch, 2022). The amount businesses will have to spend on solar panels depends on their energy usage, which they can find in their utility bill (Greenmatch, 2022). This is because businesses should be aiming for solar panels that can create the necessary renewable energy for them to operate. According to the Greenmatch website, small and medium businesses will usually use between 30,000 and 50,000 kWh of electricity every year. Presuming this means the average is 40,000 kWh a year, looking at their website it seems the average small or medium business will need to spend roughly £35,000 before VAT. 

Beth Howell (2022) of ‘TheEcoExperts’ lists many of the advantages and disadvantages businesses will see of investing in and installing solar panels. One advantage she gives is the availability of financial support from the government for businesses who want to lessen their carbon footprint. This is a huge advantage, especially for smaller businesses who may struggle to afford the necessary solar panels for them. Beth Howell (2022) also mentions that businesses don’t have to buy enough solar panels to cover all of their energy costs if it isn’t feasible. She states that businesses can save around £522 per year from one 3.5 kW solar panel system, depending on where they are in the UK. According to the Energy Saving Trust website (no date), as the energy produced by solar panels is made from sunlight there are no additional costs to consider when investing in them, other than maintenance.

As I said, Beth Howell (2022) also listed some disadvantages of investment in solar panel technology for businesses. One disadvantage is that solar panels will be less effective depending on the current weather conditions. Professor Alastair Buckey, an expert, told MailOnline (2022) that solar panels are much less efficient in very hot conditions, and that they are usually better in the spring when it’s cooler and the sky is clear. This will become a more relevant problem as time goes on, as the UK is getting much hotter especially during summer. The UK had a very hot summer this year, and 40.2℃ was recorded in Heathrow airport at 12:50pm on July 19th 2022, this being the highest temperature ever recorded in the whole of the UK (The Guardian, 2022). Another disadvantage mentioned by Beth Howell (2022) is that solar panels are both expensive to install and expensive to move. This might be a big problem for smaller businesses who don’t have the excess funds to be able to afford them. Beth Howell (2022) also stated that “not all roof types are suitable”. This refers to the many reasons why some roofs can’t have solar panels installed. Shaun Woods (2019) states some of these reasons on the ‘greener energy group’ website. One reason why a roof may be unable to have solar panels is because it is too shallow or too steep. Solar panels aren’t suited to roofs at an angle of 50° or more, or roofs with a pitch that’s less than 15°. Another reason Shaun Woods (2019) states is that roofs must be strong enough to support solar panels. He says that installing solar panels on old and weak roofs is very dangerous and unsafe. He also mentions that space is needed for the inverter, so an attic or loft is necessary unless you have a storage area fit to house the inverter built on the top floor.

According to the website ‘edie’ (2021) another way for businesses to help fight climate change is by reassessing their supply chain. The website suggests that businesses take a look at their suppliers’ effect on the environment and consider if they align with the standards of the business. In order to do this businesses may need to ask their suppliers for reports on the amount of water, electricity and gas they use, to get an idea of their carbon footprint. Of course, if the supplier doesn’t meet the standards of the business then the business should discuss this matter with them, and if they don’t attempt to change or conform, they should look for a new supplier. The clear disadvantage of this is that if takes a lot of time, that could be spent elsewhere. As many businesses are focused on their financial success some might turn away from this suggestion. Another disadvantage of this is that the supplier the business changes to might charge a lot more, meaning less profit for the business. Also the quality of goods provided by the supplier will change. If the quality is worsened with the change in supplier, then customers might notice and stop buying from the business. Despite these disadvantages, there is an advantage which is that it improves the image of the business in the eyes of their customers and the general public. Consumers are becoming more and more aware of environmental issues such as climate change, so many are likely to prefer buying from them so that they’re supporting a more ethical, environmentally friendly business. This idea is supported by research done by edie (2021), which showed that Gen Z and Gen Y have high expectations for businesses when it comes to their effect on the environment. The research found that 86% of Gen Z and 79% of Gen Y pay attention to the eco-friendliness of brands and businesses they support.

Another way businesses can improve is by allowing staff to work from home where possible. This is because a lot of staff commute to work by car, and so are burning fossil fuels consistently. With the recent effects of COVID-19, which forced non-essential workers to stay home, many businesses were able to have their staff work from home. Whit this option being open to them, it would be a good idea if they want to go the extra mile in fighting climate change. If businesses do this they might be able to cut down on costs themselves, because they can save on utility costs such as electricity. A few disadvantages businesses may see from this include difficulty monitoring, worse work-life balance for staff which could lead to mental health problems, and more distractions (NIBusinessinfo, no date)

The importance of a business being environmentally friendly is much more prevalent in today’s society. This has without been amplified by social media, as have the dangers for businesses who aren’t going green (Monash University, no date). Businesses come under fire very often on social media, and with the landscape of social media platforms especially Twitter, it can be considered a serious danger for those businesses’ success. When considering how many users there are on Twitter, and how many of them are young people, when people are outraged about something online, it can build to a situation similar to a protest on a massive scale, or even reminiscent of a ‘witch hunt’.

Despite the countless disadvantages for businesses, which are to be expected from a global issue like climate change, this situation provides businesses with an opportunity to thrive, and get an edge on their competition. For example, consultancy.uk (2021) stated that a recent study by Simon-Kucher & Partners shows that 33% of UK customers would be willing to pay 25% more for a product if the product is much more environmentally friendly than the alternatives that they’re used to. This is proof that businesses have been provided with another way to reach customers, other than competitive prices. The study also showed that 86% of UK customers say that they have become more aware of their environmental impacts as consumers and have been more green in their shopping in the last 5 years.

The many examples of companies marketing themselves as ‘green businesses’ further proves that it’s an effective strategy of attracting new customers. 

However, many businesses refuse to adapt to the expectations. There are many possible reasons why a business would do this, and some are highlighted by Pamela Laughland and Tima Bansal (2011) of the Ivey Business Journal. A big reason is because despite the growing popularity of green products and businesses, many customers don’t consider their environmental impacts when shopping. A lot of customers simply buy what is the cheapest option or the best deal, and without considering the possibility are supporting a business which is harming the environment and contributing greatly to climate change with no intention of improving. To reference the study by Simon-Kucher & Partners I found on consultancy.uk (2021), 33% of UK customers are willing to pay 25% more for products that are environmentally friendly. This means that 67% of UK customers aren’t willing to do so. Many of these customers are surely purchasing items solely because of their price, which is a big issue. Small businesses already struggle to compete against large companies such as Amazon. If theses small businesses have to increase their prices in order to invest in the proper technology and use sustainable materials and products, they will lose a large portion of their customer base.

Another factor that causes businesses to refrain from becoming greener is the increase in the number of companies greenwashing (Pamela Laughland & Tima Bansal, 2011). Greenwashing is when a business advertises itself as greener than it is in reality. When small businesses advertise themselves as environmentally friendly many people might suspect them of greenwashing. They are more likely to be accused than large companies because you don’t see as many small businesses employ methods of fighting climate change, due to the high short-term costs. Being suspected of greenwashing is a dangerous thing for a small business, because they already have very few customers.

After researching the effects of climate change on businesses it seems the majority of advantages and disadvantages of becoming more environmentally friendly to help combat the issue can be separated into two categories. The general advantage for businesses is the image they portray to the public and their customers, whereas the main disadvantage is the, mainly short term, costs. What’s important to note about this topic is that businesses who do not conform to the coming expectations for their carbon footprint will struggle because of it. This is because of the changing expectations placed on businesses when it comes to their effect on the environment and their contribution to climate change. Rather than affect businesses, climate change essentially forces them to make changes in the way they operate if they want to succeed in the long term.

It should be obvious that small businesses will see the most trouble of all businesses when facing the issue of climate change. Many of the methods I discussed in this article aren’t feasible for a lot of small businesses, despite there being funding to support them. This is because the money the government is offering for businesses to be greener are ‘green business loans’. A loan must be repaid, which can be seen as a risk by small businesses, despite there being favourable interest rates (Jennifer Clair, 2021). It’s safe to assume that many small businesses will fail if they are crushed by the expectations of their customers.
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