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RESEARCH AIM

By employing unique firm-level data from the GRINS project, the paper examines the degree of
proactivity (or lack thereof) of SMEs in addressing climate change of businesses in the Piedmont region.

Furthermore, we identify the determinants at the organizational level of a higher level of climate
proactivity, thus providing managers and policymakers with relevant insights for devising effective
climate policies and strategies.
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RESEARCH BACKGROUND:
Climate risks and strategies

Physical risk

d) Extreme climate events (for example, floods and fires) — ACUTE PHYSICAL RISK
bb) Chronic climate events (for example, drought) — CHRONIC PHYSICAL RISK

!

ADAPTATION strategies

Transition risk

- transition from a high-carbon emission economy to a low-carbon emission economy (for example,
new regulatory framework, technological innovation, changes in consumer preferences).

!

MITIGATION strategies
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CONCEPTUAL FRAMEWORK: Climate strategies categorization

INVESTMENTS PLANNED
(2024-26)
INVESTMENTS MADE
NO YES
(2021-23)
NO Wait-and-see Planners
YES Foresighted Proactive

Fig. 1. Climate change strategy framework

- Wait-and-see: companies that have not invested in the past and do not intend to invest in the future. These
companies adopt a passive approach to climate risks.

- Planners: companies that have not invested in the past but plan to do so in the future. This group has not yet taken
steps to mitigate climate risks but intends to start investing in the coming years.

- Foresighted: companies that have invested in the past, but do not intend to do so in the future. These firms adopt a
cautious approach, preferring to wait before making further investments.

- Proactive: companies that have invested in the past and will continue to do so. These firms recognize the
importance of undertaking climate investments and maintain a forward-looking approach in their climate strategy.
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CONCEPTUAL FRAMEWORK: Sustainability-oriented governance

HP: The adoption of a more proactive strategic approach to climate risks is positively associated with the presence of
sustainability-oriented corporate governance mechanisms.

Sustainability-oriented corporate + .| CLIMATE STRATEGIC
governance mechanisms APPROACH
*  Legal status as benefit corporation *  Wait-and see
. - * Planners
*  Sustainability-related competences "
(literacy and training) Foresighted
*  Proactive

*  Sustainability professionals
(sustainability or environmental manager)

*  Sustainability incentive mechanisms
(sustainable compensation)

*  Sustainabiltiy reporting
(sustainability report)

*  Multi-stakeholder initiatives
(UN Global Compact, SBTi)

Fig. 2. Research conceptual framework
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METHODOLOGY

SAMPLE: Piedmont companies. Stratified sampling methodology - the population of active companies
as of 2021 was divided into distinct strata based on the province where they operate, number of
employees (10-49, 50-249, or more than 250), and sector. Sectors were identified by reclassifying ATECO
2007 codes according to the EU Taxonomy of sustainable activities (EC, 2019), thus comprising eligible
(food and beverage, other manufacturing sectors, energy, water supply and waste management,
construction and real estate, transport, information and communication, and professional activities) and
not eligible sectors. Subsequently, a sample was drawn from each subgroup, ensuring that it was
adequately represented in the overall sample.

DATA: “Survey among ltalian firms on sustainability strategies and their determinants” administered to
Piedmont companies by the institute Noto Sondaggi, with data received in December 2024. A total of 2,121
responses, of which 76% are small businesses and 67% from eligible sectors.
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RESULTS: Mapping of climate strategies

Table 4. Frequency of climate strategies adopted by sample companies

Climate strategies N %
Wait-and-see 1,169 55,12
Planners 262 12,35
Foresighted 254 11,98
Proactive 436 20,56
Total 2,121 100,00

Table 5. Frequency of climate strategies by size and sector
Panel A. Frequency of climate strategies by size (class of employees)

Climate strategies 10-49 emps. 50-249 emps. <250 emps. Total

Wait-and-see 979 (83,75%) 179 (15,31%) 14 (1,20%) 1,169

Planners 198 (75,57%) 58 (22,14%) 6 (2,29%) 262

Foresighted 187 (73,62%) 61 (24,02%) 6 (2,36%) 254

Proactive 255 (58,49%) 145 (33,26%) 36 (8,26%) 436

Panel B. Frequency of climate strategies by sector (eligible, not eligible)

Climate strategies Eligible Not eligible Total
Wait-and-see 785 (67,15%) 384 (32,85%) 1,169
Planners 179 (68,32%) 83 (31,68%) 262
Foresighted 175 (68,90%) 79 (31,10%) 254
Proactive 281 (64,45%) 155 (35,55%) 436
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RESULTS: Ssustainability governance determinants

Wait-and-see base outcome (N=1,146) Qutcome
Independent variables Planners Foresighted Proactive
BenefitCorporation 0.840 1318 1.140
(0.467) (0.631) (0.476)
SustainabilityLiteracy 1.670%** 1.638%** 1.584%%*
(0.259) (0.256) (0.225)
SustainabiltiyTraining 1.265 1.196 2.226%**
(0.327) (0.307) (0.461)
SustainabilityManager 1.176 1.419* 1.908%**
(0.275) (0.300) (0.350)
SustainabilityReport 1.375 1.944%%%* 2.011%%*
(0.382) (0.474) (0.423)
SustainableComp 2.678 1.688 2.326
(2.006) (1.413) (1.652)
GlobalCompact 1.174 1.032 1.700
(1.048) (0.929) (1.121)
SBTi 0.642 0.538 0.331
(0.937) (0.683) (0.327)
RiskPerception 1.942%%%* 1.847%*%* 3.473%%*
(0.281) (0.266) (0.459)
Size: 50-249 emps. 1.292 1.356* 2.224%**
(0.236) (0.247) (0.350)
> 250 emps. 1.478 1.566 4.666%***
(0.785) (0.835) (1.704)
ROA2021 0.999 1.007 1.002
(0.009) (0.008) (0.007)
FamilyBusiness 1.082 1.436%* 1.268
(0.171) (0.237) (0.185)
Sector dummies YES YES YES
Province dummies YES YES YES
Observations by clusters 258 253 429
Total observations 2.086
Pseudo R-squared 0.100

Findings overall supportour HP on the positive association
between climate proactiveness and the presence of
sustainability-oriented governance mechanisms.

SustainabilityLiteracy has a positive and statistically
significant relationship across all three outcomes.

SustainabilityTraining has a positive association with the
“Proactive” outcome.

SustainabiltiyManager is positively associated with a
proactive profile of firms and shows a slightly significant
positive association with the “Foresighted” cluster.

Similarly, SustainabilityReport is positively related to both
“Proactive” and “Foresighted” outcomes.

However, we did not find any significant effect of
BenefitCorporation, SustainableComp, GlobalCompact, and
SBTi. This could be motivated by the lack of a sufficient
number of observations adopting these corporate
governance mechanisms.
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CONCLUSION

-+ We found that most companies in Piedmont (about 55%), especially small businesses, adopt a “wait-
and-see” approach to climate-related investments, while approximately 20% of companies exhibit a
“proactive” climate profile. This highlights an urgent need for stronger incentives to drive climate
investments in both adaptation and mitigation by SMEs.

« We support the critical role of the sustainability governance to promote climate proactiveness. In
particular, there is room for policymaking to support education and training initiatives aimed at
enhancing sustainability knowledge among managers and organizational staff. Additionally, the
presence of a sustainability professional and the preparation of a sustainability report were
identified as key factors. The latter underscores the potential benefits of broadening the scope and
depth of sustainability disclosures, as outlined by the EU Corporate Sustainability Reporting Directive
(CSRD) (EC, 2022).
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