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Science claims human activities are polluting the planet and created a climate emergency. 
Should businesses care? 
A critical evaluation using international comparisons.
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Abstract:

This essay argues that climate responsibility is ethically and strategically essential for businesses. It analyses shareholder-primacy, supports stakeholder and sustainable value frameworks. Using scientific evidence, normative ethics, and global regulatory trends, the analysis shows that failing to act on climate change exposes businesses to substantial legal, financial, reputational, and consumer risks, whereas proactive engagement strengthens resilience and creates competitive advantage. The essay concludes that managing climate risk is not optional and is essential for long-term benefit.























Introduction
Changes in climate are evident to people all across the world, with flooding, droughts, heatwaves and hurricanes becoming more intense and frequent.  As an essential part of communities across the world, businesses are fully aware of the climate change they witness and the science explaining the reasons for and risks from climate change. Therefore, like individuals, societies and governments, every business has an ethical question to answer, should the Climate Emergency be accepted as a serious risk and if the answer is “YES” it means it is essential to take all necessary steps to mitigate the risk or might business legitimately prioritise taking maximum profit whilst abiding by legal regulation relevant to the country(s) they operate in? This question is now a leading subject in global business ethics
This essay is written from the perspective that despite arguments that business is only about profit or shareholder-primacy as suggested by (Friedman., 1970), in the period 2020-2025 it shows a strategic focus only on profit, ignoring the climate emergency, is not practically sustainable or ethically defensible globally.  It further argues that increasing regulation and litigation risk, capital-market re-pricing, and growing requirements for supply-chain due-diligence have made climate-related risks real strategic constraints, meaning a purely profit-driven approach by any business is not sustainable and the business not viable medium to long term. It is recognised however that there are barriers to business that need to be recognised and addressed. 
To make this case, the essay analysis is in five sections: Theoretical perspectives; The scientific and normative case; International comparisons (EU/UK, China, USA, Japan); Challenges and Barriers to overcome and Consequences to business of Ignoring versus Engaging the Climate Emergency.

1. Theoretical Perspectives on Business Responsibility
(Friedman., 1970) argued the only social responsibility of a business is to increase profits within relevant laws and regulations which he described as  “shareholder-primacy”. The shareholder-primacy view continues to have legal support in many Anglo-American jurisdictions (Ho., 2021). However, since the 1980s, stakeholder theory (Freeman et al., 2021) has argued that businesses are part of communities and the environment. It must consider external impacts, including climate effects, by aligning corporate strategy with responsibilities to a wider group of stakeholders.
The more recent ‘sustainable value creation’ framework (Dyllick and Muff, 2022) requires businesses to set strategies that operate within environmental limits and support the long‑term functioning of markets and society. It argues that if climate risk threatens economic stability and supply chains, then managing it is part of prudent profitability, where shareholder value depends on positive action rather than being distracted from it. This association is reflected in current governance reforms and reporting standards, such as the Task Force on Climate‑related Financial Disclosures (TCFD), which provides a global framework for reporting climate‑related financial risks, and the International Sustainability Standards Board (ISSB), which sets a global baseline for consistent sustainability reporting. Both specify climate risks as financially material (IFRS Foundation, 2025).
The debate on Business Responsibility is further complicated by Cultural relativism. (Chan and Cheung., 2023) note that East Asian traditions emphasise harmony with nature but at the same time prioritise collective socio-economic development, creating a different “hierarchy of duties” compared with Western liberal universalism. Integrative Social Contracts Theory (Donaldson and Dunfee., 2021) reprint sits between these two views arguing that “hypernorms” (for example avoiding irreversible planetary harm) must be respected, whilst “moral free space” allows culturally specific implementations. Recognising the cultural regional differences helps understand cross‑regional differences .
Current business ethics theory therefore brings climate responsibility to the top of the Business agenda. 
Whether the scientific and ethical case together make climate action non‑optional for business is considered next and why acting now is ethically and strategically better than delaying.

2. The Scientific and Normative Case for business Climate Action
The case that science makes for business to act is the Intergovernmental Panel on Climate Change (IPCC) Sixth Assessment (Report., 2021) and its 2023 Synthesis Report provide convincing evidence that man-made or anthropogenic greenhouse gas emissions, particularly those linked to corporate activities are lead causes of and contributors to global warming. These emissions are categorised as Scope 1 (direct emissions from owned or controlled sources), Scope 2 (indirect emissions from purchased energy), and Scope 3 (indirect emissions across the value chain, including suppliers and product use). Scope 3 frequently accounts for 70-90% of larger companies' Carbon Footprint making supplier engagement and product use decarbonisation central to good strategies. (Tollefson., 2023) assesses the scale of corporate responsibility, noting that just 100 companies account for 71% of historical emissions since 1988.
From the Normative viewpoint, the ethical argument made by Bendell and (Doyle., 2022) is that when companies fail to act on climate change, they’re not just ignoring science, they’re undermining fairness between generations and basic human rights, as recognised by the United Nations Council Resolution 48/13 (UN Human Rights Council.,2021). (Scherer and Voegtlin., 2022) go further, saying that because global rules are weak, big businesses now play a political role and carry extra responsibility for tackling major risks like climate change. Taken together, science and ethical arguments make it evident climate action isn’t optional for companies, it’s both the right thing to do and a necessary long-term strategy. Acting early is ethically preferable because it prevents greater harm and is practically easier than reactive measures under crisis conditions.

The arguments for action are also relevant to Small and Medium size businesses (SME’s) which are critical to achieving climate goals because they collectively account for a significant share of business-sector emissions and influence supply chains. SMEs often face barriers such as limited resources and expertise but practical solutions exist to overcome these challenges, for example simple measurement tools like the SME Climate Hub, setting achievable targets, and focusing on cost-effective actions such as improving energy efficiency, switching to renewables, and optimising logistics. SMEs can reduce emissions and operating costs at the same time. Reporting basic climate information and using recognised standards like ISO 14001 can strengthen competitiveness and improve access to finance. Small businesses can also contribute by taking simpler ethical steps 
As science and ethics direct business toward action, it is necessary to consider what action is taking place in different areas of the world by comparing corporate climate responses across the EU/UK, China, the USA, and Japan, highlighting similarities and differences in responses.

3. International Comparisons of Corporate Responses
3.1 European Union and the United Kingdom
The EU has introduced the world’s most comprehensive climate governance and sustainability framework. The Corporate Sustainability Due Diligence Directive (CSDDD., 2024) requires large businesses (including certain non‑EU companies active in the EU) to identify and mitigate climate-related risks across global value chains and to adopt transition plans aligned with EU climate‑neutrality by 2050. It also requires they identify and address adverse human rights and environmental impacts across their chains of activities. It is ambitious. Critics however question the enforcement resources across member states. 
In the UK, the Transition Plan Taskforce (TPT) published a “gold‑standard” disclosure framework in October 2023 (HM Treasury., 2023).; the International Financial Reporting Standards (IFRS) Foundation has since assumed responsibility for the materials to support companies reporting against ISSB standards (IFRS S1/S2). Regulators are moving toward mandatory transition‑plan disclosures, with TPT guidance being built into Financial Conduct Authority (FCA) reporting from 2025/26. Companies like Unilever and Ørsted show how meeting these standards can become a competitive advantage using science‑based targets (Unilever., 2024).
Europe’s approach uses mandatory obligations and market disclosure baselines. Challenges remain with enforcement capacity and cross‑border application issues to overcome. However, the direction is consistent: climate responsibility is embedded in corporate governance and supply‑chain management, making “profit‑only” strategies difficult to maintain without accounting for climate externalities (European Commission., 2025) and (PwC.,(2025).
  
3.2 People’s Republic of China
China is the largest CO2 emitter in the World yet it is also the largest investor in renewables (IEA., 2024). Its ‘dual carbon’ goals of peak emissions by 2030 and neutrality by 2060 shape corporate behaviour through mandatory Environmental, Social and Governance (ESG) disclosure and financing penalties for non-compliance (Li & Shapiro., 2023). In April 2024, the Shanghai, Shenzhen and Beijing Stock Exchanges issued Sustainability Report (Trial) guidelines effective from 1st May 2024 requiring mandatory sustainability reporting for selected large value and dual‑listed companies, with first reports due by 30 April 2026 for FY2025. The guidance aligns with ISSB and encourages disclosure of Scope 1, 2 (and Scope 3 where practical), situation analysis, and climate risk management. Additional implementation guidance released by the Shanghai Stock Exchange in January 2025 further standardised approaches though much of the broader market remains on a voluntary footing for now. Shanghai (Stock Exchange., 2025) and (Shanghai Municipal Government., 2025) Cultural narratives of harmony legitimise rapid renewable deployment, but continued coal expansion for energy security reveals tensions between growth and sustainability (Wang & Liu., 2024). Mandatory ESG reporting is expanding for large issuers, increasing comparability and investor discipline.
China’s top‑down policy has enabled rapid scaling (e.g., renewables, EVs), but government energy security concerns mean developing new coal capacity.and the continued role of coal create tensions between growth and decarbonisation (China Daily., 2025).

3.3 United States of America
Political influence directs many Corporate behaviours across the USA. The political landscape of the country is very polarised to either Republican or Democrat and the behaviours of businesses align with the dominant political power. As a consequence there is no clear direction of business in response to ethics and climate challenges. This is seen in the examples of Federal incentives under the Inflation (Reduction Act., 2022) which encouraged clean energy investment, and then the Republican-led states adopting Anti-ESG laws designed to restrict the use of Environmental, Social, and Governance (ESG). In 2024, states passed 32 bills either supporting or opposing ESG investing (17 opposed ESG in Republican states; eight supported in Democratic states). This evidence shows the political factors influencing investment and business decisions and creating regulatory fragmentation (Nyberg et al., 2023). 
Even so, big businesses like Tesla and Microsoft now use carbon pricing, showing that proactive climate strategies matter more than policy uncertainty because investors, global supply chains, and risk management increasingly expect it.

The USA highlights that cultural and political divisions produce regulatory fragmentation which raises transaction costs and legal uncertainty for business but does not diminish the importance of climate responsibility.

3.4 Japan 
Japan offers a hybrid model. Climate‑disclosure reforms began in 2021, when the Tokyo Stock Exchange required its largest listed companies to adopt international climate‑risk reporting principles under a ‘comply or explain’ approach, followed by a shift toward mandatory global sustainability standards supported by Japan’s long‑term business culture and monozukuri (which emphasises skilled, continuous improvement in manufacturing). Despite this progress, Japan remains heavily reliant on imported fossil fuels and is rated ‘highly insufficient’, highlighting the challenge of reducing fossil‑fuel dependence while maintaining energy security

3.5 Summary
Countries are moving at different speeds, but the trend is clear: where climate rules are strong (Europe, Japan), businesses have clear guidance; where politics is divided (USA), market forces still push companies to act. 

4.  Challenges and Barriers to overcome
Although businesses have strong ethical and regulatory reasons to reduce their contribution to climate warming, significant structural and governance challenges remain for both business and governments.These problems can weaken incentives and damage trust in climate initiatives. There is clear evidence that some people and businesses misuse climate‑related schemes for profit. Examples include
i)  Corruption Risks in Climate Finance
Climate finance and subsidies create opportunities for bribery, misuse of funds, and favouritism in awarding contracts. Evidence from the Grantham Research Institute and UNODC shows that lack of good checks in renewable energy projects and climate‑mitigation funds attracts these forms of corruption, ultimately undermining climate goalsLondon (School of Economics and Political Science., 2025) and (United Nations Office on Drugs and Crime., 2025).
ii) Carbon Credit Fraud and Misuse
Academic studies and enforcement actions show widespread problems in carbon markets. Examples include a Berkeley-led study that found that many carbon offset projects issued bogus credits, claiming climate benefits that never occurred. (TIME., 2025) and evidence of organised criminal groups having involvement in carbon credit trading, exploiting weak standards and oversight (Kroll (2025).
iii) Greenwashing and False Claims
Many companies exaggerate or misrepresent their sustainability achievements to gain incentives or enhance their reputation. Fashion brands such as H&M have been accused of misleading consumers about environmental performance [theboar.org], and litigation and regulatory action over false ‘carbon‑neutral’ or ‘net‑zero’ claims is increasing worldwide (Harvard Law School Forum on Corporate Governance., 2025).
iv) Misuse of Government Subsidies
The Inflation Reduction Act commits $370 billion to clean energy, but watchdogs warn that weak oversight could lead to fraudulent tax‑credit claims and mismanagement, as seen in earlier EV credit programmes (Sanford Heisler Sharp McKnight., 2025).
v) Carbon Market Integrity Challenges
Transparency International records many global case(Transparency International., 2025)”.

These unethical and unlawful behaviours of some businesses and criminals undermines trust in climate governance, slows real decarbonisation, and shows the need for stronger regulatory frameworks such as Article 6 reforms and carbon‑market integrity councils, alongside independent verification, auditing of climate projects, and whistleblower protections with effective enforcement to try to deter fraud.

5. Consequences to business of Ignoring versus Engaging the Climate Emergency
5.1 Capital markets and cost of capital. 
Large institutional investors increasingly integrate climate risk into portfolio management. Norway’s Government Pension Fund Global (NBIM)—one of the world’s largest asset owners—uses risk‑based divestments when climate risk management is regarded as inadequate; in 2024 alone, NBIM divested 49 companies on sustainability‑risk grounds, and since 2012 its risk‑based divestments have increased cumulative equity returns (estimated +0.65 percentage points), with climate‑related divestments a major contributor. The fund also reverses divestments when businesses improve, signaling that credible transition strategies can restore access to capital. (Net Zero Investor., 2025).
5.2 Litigation and legal duty. 
Climate litigation is increasing. The Dutch Milieudefensie v. Shell case (first instance 2021) ordered Shell to cut net emissions 45% by 2030 across all scopes; in November 2024, the Court of Appeal overturned the order but affirmed a corporate duty of care to mitigate dangerous climate change under Dutch law, informed by human‑rights principles. In Germany, courts made the federal government strengthen its National Air Pollution Control Program under the EU NEC Directive, and civil actions against car makers followed. Rulings against BMW and Mercedes (ClientEarth., 2024) show that courts will impose direct climate duties and even where cases were dismissed by a court they show the increase in legal scrutiny. (Mayer Brown., 2025) , (Nasdaq., 2025).
5.3 Disclosure and regulatory risk. 
As above, international businesses now face converging reporting requirements, including global sustainability standards (ISSB), climate‑risk disclosure frameworks (TCFD), and new EU due‑diligence obligations (the Corporate Sustainability Due Diligence Directive). Non‑compliance can lead to enforcement action, higher financing costs, and exclusion from major investor portfolios (IFRS Foundation, 2025; Clyde & Co., 2025).
5.4 Reputational and market access. 
Consumer and Business to Business (B2B) buyers increasingly screen suppliers for credible climate action; compliance with EU supply‑chain due diligence, UK transition plans, and ISSB‑aligned reporting also functions as a passport for market access. Science‑based targets and transparent transition plans can translate into competitive advantage as shown by leading multinationals adopting TCFD/ISSB frameworks and integrating climate into strategy. (Deloitte., (2025) and (Boston Consulting Group., 2025).
Together, capital, courts, consumers and regulators increasingly penalise climate irresponsibility while rewarding credible engagement. 
The final question is normative and strategic: should businesses care? What kind of approach best reconciles ethics, culture, and profit?

6. Conclusion - Why businesses should care and how
The science is clear: human activity is driving climate change, and businesses can no longer ignore it. Around the world, rules and expectations are tightening. The scientific consensus on anthropogenic climate change, combined with accelerating regulatory, legal, and market pressures across major economies, makes a profit‑only strategy increasingly unrealistic.
In Europe and Japan, strong regulations and disclosure standards make climate action part of normal business practice. In China, government policy and mandatory reporting are pushing companies toward cleaner growth, even as coal remains a challenge. In the USA, politics are divided, but market forces and federal incentives still drive investment in clean energy.
In spite of these factors the message is the same everywhere: companies that ignore climate responsibility face higher costs, legal risks, damage to reputation and loss of customers. Those that act gain access to capital, stronger resilience, and competitive advantage. Managing climate risk is not just ethical—it’s good business. The best approach is practical and culturally aware: measure emissions, set real targets, plan for transition, and engage investors. Businesses should care about the climate emergency because their future profitability and social licence to operate depend on it.
How can businesses demonstrate they care?
• Adopt and share credible baseline data such as measures of Scope 1/2/3 emissions using the GHG Protocol and in the UK, prepare TPT‑quality transition plans. (GHG Protocol., 2025), (IFRS Foundation., 2025).
• Set science‑based targets and real plans based on the Paris Climate Change Agreement and align transition plans with EU climate‑neutrality (European Commission., 2025). 
• Navigate local contexts: Where politics require business to amend behaviours it is pragmatic to follow local legal requirements but to also maintain global reporting integrity for investors and partners (Davis Polk & Wardwell LLP., 2025).
• Engage capital markets: Demonstrate progress to long‑term investors; NBIM’s approach shows that rigorous climate risk management is increasingly priced in portfolios. (Norges Bank Investment Management., 2025).
In ethical and strategic terms, it is concluded Yes—businesses should care! Not only because science and society increasingly demand it, but because long‑term profitability and government approval to operate depend on it.
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