The road to net-zero:
how SMEs can make
the difference
Creating breakthroughs for a net-zero future
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“

Reaching net-zero is perhaps
one of the greatest challenges
society has ever faced.
Urgent action is needed to halve carbon emissions by
2030 and reach net-zero levels by 2050. The deadlines
are tight and businesses need to act sooner rather
than later.
The outbreak of the coronavirus understandably
meant that some businesses put net-zero strategies
on the back burner while they focussed on survival.
Now, as we begin to move towards recovery,
net-zero will be firmly back on the agenda.
We know it won’t be easy. The huge financial
struggles and economic uncertainty facing SMEs
still exist. And the race to net-zero is certainly a
challenging one for many industries. There is also
considerable uncertainty surrounding the associated
emerging risk implications.
These challenges, however, also present opportunity
for competitive differentiation. The first-movers
are already seeing results, such as lower emissions,
economic opportunities and increasingly supportive
employees, customers and investors. These positive
changes are helping to bring competitive edge and
commercial advantage for many.
DAVID BRUCE
CEO Marsh Commercial

With sustainability and climate change impacting
businesses across virtually all sectors, there are a
variety of targets that leaders should be aware of as
they outline their approach to this pressing topic.
This guide will help you on your journey to creating
breakthroughs for a net-zero future. It will set out the
facts about net-zero, key milestones, why it matters
and the steps you can or must take to limit carbon
dioxide emissions. As well as signposting further
information and support.
It’s time to embrace the reality of climate change.
Whether you are right at the beginning of your
journey to net-zero, have taken the first few tentative
steps, or are well along the road to carbon neutrality,
we are here to help.
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What is net-zero
and why is it
important for SMEs?
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What is net-zero?
Put simply, net-zero – sometimes called carbon
neutrality – is when the amount of carbon dioxide
we release into the atmosphere is balanced out
by the amount we takeout.
There are two routes to achieving that aim –
reducing carbon dioxide emissions and removing
carbon dioxide from the atmosphere.
A major focus of the efforts to limit global
warming is on reducing greenhouse gas (GHG),
most notably carbon dioxide, emissions from
burning fossil fuels, farming and other human
activities – with the aim of reaching carbon
neutrality, or net-zero, by 20501.

1 | ukcop26.org/cop26-goals/
2 | netzeroclimate.org/what-is-net-zero/)/

We need to reach net-zero emissions in order
to achieve the ambition of the Paris Agreement,
which is to hold global average temperature
increase to ‘well below 2°C above pre industrial
levels and pursuing efforts to limit the
temperature increase to 1.5°C’2.
There are several terms related to net-zero which
have slightly different definitions. The net-zero
climate platform explains what net-zero is in
greater detail. We encourage you to visit this
platform so as to avoid confusion.
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A net-zero timeline
At the Earth Summit in Rio de
Janeiro, governments agree the
United Framework Convention on
Climate Change. Its key objective
is ‘stabilisation of greenhouse gas
concentrations in the atmosphere’.

US scientist, Wallace
Broecker, puts the term
‘global warming’ into the
public domain in the title
of a scientific paper.

1992

The Climate Change Act 2008 sets
out the UK’s approach to tackling
and responding to climate change
- including a commitment to
reducing greenhouse gas emissions
by 80% of 1990 levels by 2050.

2018

2008

Kyoto Protocol agreed.
Developed nations pledge
to reduce emissions by an
average of 5% by the
period 2008-12.

2009

192 governments
convene for the UN
Climate Change
Conference summit
in Copenhagen.

2005

2015

Carbon emissions from
fossil fuel burning and
industry reach 29.6bn
metric tons per year.

1990
1988
UN Intergovernmental
Panel on Climate Change
(IPCC) formed to collate
and assess evidence on
climate change.

Carbon emissions from
fossil fuel burning and
industry reach 22.75bn
metric tons per year 3.

3 | statista.com/statistics/276629/global-co2-emissions/
4 | bbc.co.uk/news/science-environment-15874560
5 | ucl.ac.uk/global-governance/news/2021/jan/short-history-international-climate-changenegotiations-rio-glasgow

UK Government
pledges to ban the
sale of new petrol
and diesel-fuelled
cars by 20306.

Carbon emissions from
fossil fuel burning and
industry reach 35.5bn
metric tons per year.

1997

1975

IPCC (Intergovernmental Panel on
Climate Change) report documents
how the world can hold temperature
rises at 1.5˚C and establishes a 2050
target for net-zero carbon emissions9.

UN climate
summit
in Mexico4.

2010

COP21 conference results
in the ‘Paris Agreement’,
a global deal to hold
temperatures to ‘well below
2°C above pre-industrial
levels and to pursue efforts
to limit the temperature
increase to 1.5°C above
pre-industrial levels’5.

Carbon emissions from
fossil fuel burning and
industry reach 33.34bn
metric tons per year.

6 | whatcar.com/news/new-petrol-and-diesel-cars-to-be-banned-from-2030/n15810
7 | elitebusinessmagazine.co.uk/analysis/item/uk-firms-forced-to-show-how-they-will-hit-net-zerocarbon-emissions
9 | sage.com/en-gb/blog/going-green-small-businesses-benefit/#what-anchor-link

2020

2019
UK Climate Change Act 2008
updated to include a commitment
to reduce greenhouse gas
emissions by at least 100%
(net-zero) of 1990 levels by 2050.

UK Government
proposes new regulation
forcing SMEs to disclose
net-zero plans by 20237.

UK Climate Change Act
2008 updated to include
a commitment to reduce
greenhouse gas emissions
by 78% by 2035, and at least
100% (net-zero) of 1990
levels by 2050.

2021

Carbon emissions from
fossil fuel burning and
industry reach 36.4bn
metric tons per year.

UK Government
launches ‘Together for
our Planet’ campaign,
encouraging small
businesses to pledge to cut
their emissions to net-zero
by 2050 or sooner.

COP26 conference in Glasgow
results in a material increase in
ambitions to reduce emissions
across the world, finalisation of
rules on reporting emissions and
international carbon trading, and
the launch of a range of new
initiatives and sector deals.
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The importance of
net-zero to SMEs

The benefits of a
net-zero strategy

It is all too easy to assume that net-zero is
an issue for government and big business,
but SMEs have a crucial role to play too,
contributing around half of businessdriven carbon emissions, or 30% of the
UK’s emissions overall8.

Gaining competitive advantage:

Cutting costs:

Steps towards net-zero are increasingly
influencing customer buying decisions – for
instance, more than a third of British consumers
say they are buying products from companies
with strong environmental credentials9.

While taking steps towards net-zero may require
investment for many SMEs, they can also deliver
costs savings once implemented. For instance,
switching to recyclable packaging, energyefficient lighting, renewable energy sources and
using electric vehicles can all lower costs, as
can adapting supply chains to source materials
locally where possible6.

Clearly then, SMEs can make a significant
contribution to the UK’s overall net-zero
targets. The efforts of larger businesses
working to combat climate change
and working towards net zero are well
documented6. However 20% of UK SMEs we
surveyed as part of our UK SME risk report,
were concerned about extreme weather and
climate change.

Tackling these risks can only be a collective
effort, but every individual success in
reducing carbon dioxide emissions will
contribute to the net-zero cause.

6 | whatcar.com/news/new-petrol-and-diesel-cars-to-be-banned-from-2030/n15810
7 | elitebusinessmagazine.co.uk/analysis/item/uk-firms-forced-to-show-how-they-will-hit-net-zero-carbon-emissions
8 | ipsos.com/ipsos-mori/en-uk/survey-british-business-bank-carbon-emissions-and-uk-smes
9 | sage.com/en-gb/blog/going-green-small-businesses-benefit/#what-anchor-link
10 | gartner.com/smarterwithgartner/the-esg-imperative-7-factors-for-finance-leaders-to-consider

Enhancing brand image:
Similarly, improving a firm’s environmental
credentials can help it to stand out in
increasingly crowded marketplaces – recent
research found that three-quarters of
consumers are attracted to brands that source
services and materials in highly ethical ways9.
Accessing business finance: It is not just
customers that are becoming more ‘climateaware’; the same is true of investors, banks and
other crucial sources of finance. In fact, 85%
of investors now consider ESG (Environmental
Social Governance) factors as part of investment
decisions, 91% of banks monitor ESG and 67% of
banks screen their loan portfolios for ESG risks10.

Preparing for future legislation:
Acting early to move towards net zero could
help SMEs deal more effectively with new rules
should the government or a trade body seek to
enforce new ‘green’ regulations in future7.
Improving employee morale: Multiple studies
have found that staff feel an increased sense
of loyalty, pride and satisfaction in working
for a company that has strong ethical and
environmental leanings – but three quarters of
office workers saying their employers could ‘do
more’ to address climate change and be more
environmentally friendly7.
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Net-zero through
an industry lens
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Manufacturing
Manufacturers face a complex journey to the
decarbonisation of factory production processes
and energy consumption.
Net-zero, however, does present a major
opportunity to manufacturers, from access to
finance for green investments and developing/
exporting new products and knowledge. This could
revitalise a sector facing a growing skills shortage
into an attractive, innovative and sustainable one to
work in. Creating highly skilled and rewarding green
and digital jobs11.
Government’s net-zero strategy12 :
• Deliver four carbon capture usage and storage

(CCUS) clusters, capturing 20-30 megatons (Mt)
of CO2 across the economy, including 6Mt of CO2
from industrial emissions, per year by 2030.

• Future proof industrial sectors, and the

communities they employ through the £315m
Industrial Energy Transformation Fund (IETF) —
£289m for England, Wales, and Northern Ireland,
£26m for Scotland.

• Incentivise cost-efficient abatement in industry at

the pace and scale required to deliver net zero.

11 | makeuk.org/insights/reports/manufacturing-sector-net-zero-roadmap
12 | assets.publishing.service.gov.uk/government/uploads/system/uploads/
attachment_data/file/1033990/net-zero-strategy-beis.pdf

Industry guidance
Make UK’s roadmap to net-zero
for the manufacturing sector –
providing direction and major
milestones towards the 2050
net zero goal.

Learn more
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Transport and logistics
Fuelled by the Government’s transport decarbonisation plan, the transport
and logistics sector is well into its journey to reaching net-zero by 2050.
From zero-emission HGVs, to low carbon aviation and maritime fuels and
hydrogen trains. There are many big steps being taken13.
Government’s net-zero strategy14:
• Enforce a zero-emission vehicle mandate to

improve consumer choice and deliver on 2030
commitment to end the sale of new petrol and
diesel cars, and 2035 commitment that all cars
must be fully zero-emissions capable.

• Make available further funding of £620m for

zero-emission vehicle grants and electric vehicle
infrastructure, with a focus on local on-street
residential charging.

• Allocate a further £350m of the UK’s £1bn

Automotive Transformation Fund (ATF) to
support the electrification of UK vehicles and
their supply chains.

• Build on the success of the UK’s £20m zero-

emission road freight trials, trialling three zeroemission HGV technologies at scale on UK roads.

• Invest £2bn to help enable half of journeys in

towns and cities to be cycled or walked by 2030.

13 | adlerandallan.co.uk/sectors/transport-and-logistics/net-zerotransport-and-logistics/
14 | assets.publishing.service.gov.uk/government/uploads/system/
uploads/attachment_data/ file/1033990/net-zero-strategy-beis.pdf

• Make available £3bn to create integrated bus

networks, more frequent services and bus lanes
to speed journeys.

• Transform local transport systems, with 4,000

new zero-emission buses, the infrastructure to
support them and a net-zero rail network by
2050. Ambition to remove all diesel-only trains
by 2040.

• Build on the success of the Clean Maritime

Demonstration Competition, launching a
multi-year programme delivering real-world
demonstrations and technology trials of clean
maritime vessels and infrastructure.

• Deliver significant investment in rail

electrification and city rapid transit systems.

• Aim to become a world-leader in zero-emission

flight and kick-start the commercialisation
of sustainable aviation fuel (SAF) - to enable
delivery of 10% SAF by 2030 backed by £180m
funding for the development of SAF plants.

Industry guidance
Decarbonising Transport
— a UK government
roadmap setting
out commitments
and milestones in
transitioning to a netzero transport sector.

Learn more
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Farming and
agriculture
The agricultural sector is very much part of the
solution to decarbonising the UK economy and
achieving net-zero.
Government’s net-zero strategy15:
• Support low-carbon farming and agricultural

innovation through the Farming Investment
Fund and the Farming Innovation Programme
— investing in equipment, technology, and
infrastructure to improve profitability, benefit the
environment and support emissions reductions.

• Boost the existing £640m Nature for Climate Fund

with a further £124m – to deliver a total spend of
more than £750m by 2025 on peat restoration,
woodland creation and management.

15| assets.publishing.service.gov.uk/government/
uploads/system/uploads/attachment_data/
file/1033990/net-zero-strategy-beis.pdf

Industry guidance
The National Farmers Union’s
roadmap to a net-zero agriculture
sector by 2040.

Learn more
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Renewable energy
The renewable energy sector holds the key to
responding to the climate challenge across the world.
This innovations coming from this sector will have a
huge impact on every industry’s net-zero aspirations.
Government’s net-zero strategy16:
• By 2035 the UK will be powered entirely by clean

electricity, subject to security of supply.

• Deliver 40 gigawatts (GW) of offshore wind

generation capacity by 2030 by adding more
onshore, solar, and other renewable sources
– backed by a new approach to onshore and
offshore electricity networks to cater efficiently
for new low-carbon generation and demand
while taking account of the needs of local
communities.

• Move towards 1GW of floating offshore wind by

2030 to put the UK at the forefront of this new
technology – backed by £380m overall funding.

• Deploy new flexibility measures, including

storage to help smooth out future price spikes.

16 | assets.publishing.service.gov.uk/government/uploads/system/
uploads/attachment_data/file/1033990/net-zero-strategy-beis.pdf

Industry guidance
Net Zero by 2050 – the
International Energy Agency’s
net-zero roadmap for the global
energy sector.

Learn more
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Construction
The construction industry is a
heavy greenhouse gas emitter and
considerable effort is needed to
meet net-zero 2050 targets17.
UK Green Building Council has launched its first ever UK roadmap
to achieving net-zero carbon built environment by 2050. The
recommendations include18:
• nationwide retrofitting of existing homes
• energy performance disclosure for non-domestic buildings
• adoption of a design for performance approach to new buildings
• whole life carbon measurements and agreed limits
• national infrastructure investment based on the net

emissions impact.

Industry guidance

17 | jdsupra.com/legalnews/
uk-construction-sectorinitiatives-3779573/
18 | ukgbc.org/news/new-reportconfirms-that-net-zero-isachievable-for-the-builtenvironment-sector-by2050-but-only-with-urgentgovernment-action/

The Net Zero Whole Life Carbon Roadmap project industry-wide actions for achieving net-zero carbon
in the construction, operation and demolition of
buildings and infrastructure in the UK.

Learn more
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Retail, hospitality,
and leisure
In 2021, the Zero Carbon Forum launched a hospitality
roadmap to net-zero calling on hospitality businesses
to consider how they can influence activity such as
diner behaviour, decabonising menus, driving out food
waste and adopting a zero emissions logistics solution
that take food from farm to fork19.
The British Retail Consortium (BRC) roadmap
commits to work together with other retailers,
suppliers, government and stakeholders
to collectively bring the UK retail industry’s
greenhouse gas emissions to net-zero by 2040.
The industry will move faster to meet net zero
targets by20:
• 2030 – for retailers’ electricity use.
• 2035 – for fuel, gas and refrigerant use by 2035.

And the ambition is to move to net-zero by working
with industry partners by:
• 2040 – for all products sold in the UK.

19 | jdsupra.com/legalnews/uk-construction-sector-initiatives-3779573/
20 | jbrc.org.uk/climate-roadmap/section-3-roadmap-net-zero-targets/31-headline-targets/

Industry guidance
Green Street - a guide to helping
smaller retailers and hospitality
businesses reduce their carbon
footprint and become more
sustainable.

Learn more
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Real estate and property
If we are to reach net-zero by 2050, we face a significant
challenge of mass green retrofitting to existing buildings
to reduce the carbon emitted from them.
That’s why national and local government,
housing associations and the private
sector are all mobilising to increase the
energy efficiency of our building stock –
a project that could reduce annual energy
costs by £7.5bn a year, create 150,000 jobs
and reduce national carbon emissions by
upwards of 20%21.
Government’s net-zero strategy22:
• Set a goal to end the sale of new gas

boilers by 2035.

• Deliver a £450m three-year Boiler Upgrade

Scheme, which will see households offered
grants of up to £5,000 for low-carbon
heating systems.

• Establish a £60m Heat Pump Ready

programme that will provide funding
for pioneering heat pump technologies
and support the government’s target of
600,000 installations a year by 2028.

21 | built-environment-networking.com/event/green-retrofitdecarbonisation-conference/
22 | assets.publishing.service.gov.uk/government/uploads/system/
uploads/attachment_data/file/1033990/net-zero-strategy-beis.pdf

• Deliver cheaper electricity by moving

policy costs from electricity bills to gas
bills this decade.

• Further fund the Social Housing

Decarbonisation Scheme and Home
Upgrade Grants, investing £1.75bn, plus
additional funding of £1.425bn for Public
Sector Decarbonisation, with the aim of
reducing emissions from public sector
buildings by 75% by 2037.

• Launch a Hydrogen Village trial to inform

a decision on the role of hydrogen in the
heating system by 2026.

Industry guidance
The Net Zero Whole Life
Carbon Roadmap project
— industry-wide actions for
achieving net-zero carbon in
the construction, operation
and demolition of buildings
and infrastructure in the UK.

Learn more
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Setting a
net-zero target
The first step in achieving net-zero is ambition
– the ambition to make a difference while preparing
your business to thrive in a low-carbon future.
Clearly, however, successfully achieving those aims
with a minimum of disruption requires a clear, wellarticulated plan that sets out a timeline of targets
for reducing carbon emissions.

Measure

Pledge

The following five-step process should help you
build a framework for your net-zero plan – based
on guidance from Race to Zero, a global UN-backed
campaign to rally leadership and support from
businesses, cities, regions, investors for a healthy,
resilient, zero carbon recovery.

Plan

Process

Publish
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Measure

Pledge

Plan

Process

Publish

• Start by measuring and

• Pledge to reach net-zero

• Set out the actions that

• Take immediate and

• Commit to report publicly

• Then set shorter term

• Prioritise reducing

understanding your
current carbon emissions,
or carbon footprint.

• This will give you a

baseline on which to base
your targets to either
reduce, remove, or offset
emissions as you move
towards net-zero.

• You can use the

Government’s carbon
calculator to get started.

as soon as possible, and
by mid-century at the
latest, in line with global
efforts to limit warming
to 1.5°C.

goals – for instance,
reflecting the ambition
to halve global carbon
dioxide emissions by
2030, identified in the
IPCC Special Report on
Global Warming of 1.5°C.

will be taken toward
achieving both interim
and longer-term pledges,
especially in the short-tomedium term.
emissions and limit any
residual to those that are
not feasible to eliminate.

• Clearly specify any carbon

sinks like tree planting
or carbon credits used,
both on the path to netzero and after net-zero is
obtained.

tangible action — in
months, not years —
toward achieving netzero, consistent with
delivering your interim
targets.

• Encourage immediate

contributions to the
preservation and
restoration of natural
sinks such as forests.

both progress against
interim and long-term
targets, as well as the
actions being taken, at
least annually.

• Seek to contribute to

the global transition
toward net zero through
engagement, information
sharing, access to finance
and capacity building.
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Practical tools

Financial support

A range of more detailed guidance
– both general and sector specific
– is available from Government and
sector trade bodies. They include:

A range of financial support is available
to help businesses access the funding
required to invest in a net-zero future.
They include:

The SME Climate Hub
Tools and resources to help
all SMEs take concrete steps
towards climate action.
Learn more

Government loans
and grants
The UK government has made almost
£5bn of funding available to help UK
businesses become greener as part
of its commitment to reach net-zero
emissions by 2050.

Start-up and SME funding
Net-zero Climate
Principles and policies, practical
tools and progress tracking
to help businesses and
policymakers achieve net zero.
Learn more

The Clean Growth Fund invests in early
stage UK companies that are seeking
investment capital for low carbon
innovation, while Smarter Choices gives
SMEs free energy assessments and
carbon reduction verification funding.

Regional funding
Explore a wide range of local support
and funding for businesses across
the UK seeking to reduce their
environmental impacts.

Green loans
High street banks including Lloyds,
Barclays, HSBC, NatWest and Royal
Bank of Scotland are offering business
loans specifically for sustainability and
‘green’ projects – so include them in
your funding search.
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Net-zero impacts
on risk and insurance
Understandably, there is considerable uncertainty
surrounding the emerging risk implications of climate
change and a transition to net-zero.
Insurers are looking to understand their financed
emissions footprints. A number of groups are
working on how they will collect this data and
then, once their emissions strategies are set, how
they will steer their portfolios to net-zero. As early
as 2023 there may be additional underwriting
information requirements from insurers in respect
of Insured emissions. You may find that insurers
will be taking more interest in what you are doing
to achieve net-zero. Premiums and policy coverage
may end up reflecting this.
There are, of course, also risks associated with
implementing net-zero strategies. For instance,
a move to electric vehicles, low-carbon machinery
and equipment, new working processes, even new
business models can all change a business’s risk
profile and therefore its insurance needs – so it is
vital to talk to your broker or insurer about your
net-zero plans before taking tangible action.

How can we help?
Marsh Commercial can help you to be more
resilient, manage risk and capture competitive
advantages along your net-zero journey. We help
businesses assess climate risks and opportunities,
creating breakthroughs for people, planet and
profit. We cut through complex climate systems
and solve for operational efficiencies. We help you
discover new business opportunities, create new
pathways and respond to climate risk, to make the
needed changes commercially compelling.
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Our climate
commitments
As part of world-leading insurance group, Marsh
McLennan, we’re committed to sustainability.
In 2020, we signed on to the recommendations
of the Task Force on Climate related Financial
Disclosures (TCFD) and released our first
TCFD-aligned report in 2021. Marsh is also
a certified CarbonNeutral® company as of
1 September 2021 in accordance with The
CarbonNeutral Protocol, and has pledged to
reduce its carbon emissions by 15% below
2019 levels by the year 2025.

In addition, our parent company has
worked with organisations, including
Carbon Disclosure Project (CDP), the World
Economic Forum, United Nations Environment
Programme Finance Initiative and The Nature
Conservancy, to set new agendas and build
consensus on the issue of climate change.
Most recently, Oliver Wyman, our sister
company, and the Climate Group outlined a
blueprint for a commercially-smart climate
transition, distilling insights from some of the
world’s most experienced corporate climate
action leaders on how they turn climate
commitments into tangible outcomes.

More information about how Marsh McLennan is bringing together its businesses and
capabilities to help its clients anticipate climate risks and opportunities is available at
www.marshmclennan.com/insights/publications/2021/july/climate-initiative2

Here to support you on your net-zero journey
Whether you are right at the beginning of your journey to net-zero, have taken the first few tentative
steps, or are well along the road to carbon neutrality, we are here to help people and businesses like you.

marshcommercial.co.uk

This is a marketing communication.
Marsh Commercial is a trading name of Marsh Ltd. Marsh Ltd is authorised and
regulated by the Financial Conduct Authority for General Insurance Distribution and
Credit Broking (Firm Reference No. 307511). Copyright © 2021 Marsh Ltd. Registered
in England and Wales Number: 1507274, Registered office: 1 Tower Place West,
Tower Place, London EC3R 5BU. All rights reserved. MC220325472
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