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> Key takeaways

Nationally Determined Contributions (NDCs) are commitments by countries to ad-
dress climate change and meet the goals of the Paris Agreement. NDCs can also
serve as national investment plans and national development plans, often having
economy-wide implications. Integrating the principles of a just transition in NDCs
is a key enabler of climate ambition and a vehicle of sustainable development.

The development of sustainable enterprises is essential for countries to achieve
their NDCs, drive a just transition, and maximize decent work opportunities.
Sustainable enterprises of diverse types and sizes serve as engines of economic
growth and innovation, are key to creating more and better jobs, and are funda-
mental to advancing the transition toward sustainable and inclusive economies.

This note provides guidance on integrating sustainable enterprises for a just
transition in NDCs. It is intended for specialists promoting sustainable enter-
prises, as well as representatives of governments and workers’ and employers’
I organizations engaged in the NDC processes of their countries.
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A just transition promotes environ-
mentally sustainable economies in
a way that is inclusive, by creating
decent work opportunities, reduc-
ing inequality and by leaving no one
behind. It involves maximizing the
social and economic opportunities
of climate and environmental action,
including an enabling environment
for sustainable enterprises, while

minimizing and carefully managing
challenges.




What are the Key threats

to enterprises and their workers
from climate change

and related

measures?

>
(=
13
3
w
o
¥o)
(<}
o
<<
s
E=
=
°
o
1o}
©

Tllustration gener:



> Climate impacts threaten
businesses dependent on nature

Such impacts create risks across sectors for many enterprises that
directly or indirectly depend on nature for delivering goods and services.

> Extreme weather events have
significant social and economic costs

They can damage business assets, disrupt operations and supply chains,

cause job losses, reduce productivity, and endanger the health and safety
of both workers and employers.

> An uneven transition poses
distinct challenges

These can range from financing shortfalls and shifting compliance
demands for enterprises to gaps in social protection for workers.
Challenges can intensify if social dialogue is absent and the informal
economy is not considered in climate policies.

> The risk of energy insecurity

Limited access to affordable, reliable and sustainable electricity, exacer-
bated by climate shocks and high transition costs, creates financial and
operational risks for enterprises of all types and sizes.

D> Diverse threats across
the enterprise spectrum

Across the enterprise spectrum, micro, small and medium enterprises
(MSMEs), economic units in the informal economy, cooperatives and
other social and solidarity economy (SSE) entities, and large enterprises
face diverse risks from climate change and related policies.



What potential oOpportunities
can countries harness by focusing
on sustainable enterprises for

a just transition in their NDCs?
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Opportunities

Delivering economic growth with social,
environmental and employment gains

- through sustainable enterprises, as existing sectors transform and low-emission
sectors take shape.

Achieving economic diversification
with new business opportunities

- while enhancing productivity, innovation and competitiveness.

Realising climate mitigation and adaptation
goals with green and resilient businesses

- as sustainable enterprises of diverse types and sizes decarbonize, adapt to
climate risks, grow in new markets, protect workers, and create decent jobs.

Supporting innovation and technology
transfer

- as sustainable enterprises adopt and localize environmentally friendly
technologies, boost efficiency, reduce costs, expand market access,
and develop innovative business models.

Supply and value chains strengthening

- as businesses build resilience, reduce emissions, uphold responsible
business practices, and support decent work across all tiers of production.

Leaving no businesses and their workers
behind

- as a just transition through sustainable enterprise development empowers
those facing socio-economic vulnerabilities, fosters inclusion in a resilient low-
carbon economy, and supports the formalization of the informal economy.

Catalysing financial investments for
a just transition

- from public and private sources and financial institutions to support the environ-
mental and social foundations of the transition and enable sustainable enterprises,
from MSMEs and cooperatives to large firms, to reduce emissions, enhance
resilience, undertake enterprise-level transitions, and create decent jobs.
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What to keep in mind

when integrating sustainable

enterprises in NDCs?

p

Ensuring effective social dialogue when formulating the
NDC - fundamental to understanding the perspectives and
concerns of real-economy actors, particularly workers’ and
employers' organizations.

Anchoring a just transition in the NDC - establishing strong
linkages between climate objectives and a just transition
would be essential to address the social and employment
dimensions of climate action.

Positioning diverse sustainable enterprises as drivers of
climate action and decent work - explicitly highlighting
the role of sustainable enterprises of varied types and sizes,
including MSMEs and cooperatives and other SSE entities, in
delivering environmental, social and employment gains.

Embedding an enabling environment for sustainable en-
terprises - clearly incorporating an enabling environment in
NDCs that can offer policy certainty and a clear commitment
towards enterprise development across areas such as provid-
ing business development services, offering incentives or sub-
sidies, enacting regulatory or policy reforms, among others.

Focusing on developing and strengthening supply and
value chains - outlining pathways in NDCs to build new
goods or commodity-based supply and value chains and en-
hance the resilience of existing ones.



Promoting responsible business conduct - embed-
ding decent and productive work considerations in
enterprises’ climate and environmental actions and
due diligence measures. The ILO Tripartite Declaration
of Principles concerning Multinational Enterprises
and Social Policy (MNE Declaration), the UN Guiding
Principles on Business and Human Rights, and the
OECD Guidelines for Multinational Enterprises on
Responsible Business Conduct provide guidance to
enterprises relevant in the context of just transition.

Integrating financing for sustainable enterprise
development and just transition objectives into
NDCs - explicitly linking climate and just transition
goals with financing strategies that mobilize public
and private finance and facilitate access to capital for
enterprises of all types and sizes.

Leveraging carbon markets for sustainable en-
terprises and decent work - incorporating commit-
ments in NDCs that support enterprises of all types
and sizes to participate in carbon markets to realise a
just transition.

Committing to implementing the NDC with the
participation of world of work actors - ensuring a
whole-of-government and whole-of-society approach
that engages workers' and employers’ organizations,
relevant ministries, financial institutions, and enter-
prise support agencies to advance a just transition
for all.
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1. What are Nationally
Determined Contributions?

Nationally Determined Contributions (NDCs) are climate pledges or climate plans self-defined
by countries under the Paris Agreement.! They outline each country’s commitments and plans
towards reducing emissions to achieve the global goal of limiting warming to 1.5°C, as well as
adapting to climate impacts, along with identifying pathways for ensuring adequate financial
support for these efforts. NDCs must be updated every five years with progressively higher
ambitions, reflecting each country’s capacities. They represent politically-supported plans, often
endorsed at the highest levels of government.?

Collectively, NDCs determine whether the world can meet the long-term goals of the Paris
Agreement, that is the peaking global greenhouse gas (GHG) emissions as soon as possible,
followed by rapid reductions guided by the best available science. NDCs can also serve to iden-
tify adaptation priorities, which are an increasing concern, especially for developing countries.
Since the adoption of the Paris Agreement in 2015, countries have made meaningful progress
and important commitments. However, commitments by countries in their NDCs have so far
fallen short, with the world on course for a temperature increase of 2.6-3.1°C over the course
of this century.® Countries have been developing their third round of NDCs (often referred to
as NDC 3.0), which are due in 2025 and present an important opportunity to enhance ambition
by closing the emissions gap.

1.1. How do NDCs intersect with
sustainable development and
a just transition?

While NDCs are national climate change mitigation and adaptation plans, they can also serve as
“national investment plans and national development plans”. They often have economy-wide
implications and present an opportunity to drive a transformative shift toward sustainable
development that boldly addresses the social and employment dimensions of climate action.
Besides, NDCs can stimulate economic growth, promote economic diversification, and align
financial flows, while unlocking the potential of sustainable enterprises and decent work -
catalysing more and better jobs.

Integrating the principles of a just transition in NDCs serves as a key enabler of climate am-
bition and a vehicle of sustainable development.> A just transition promotes environmentally
sustainable economies in a way that is inclusive, by creating decent work opportunities, reducing
inequality and by leaving no one behind. It involves maximizing the social and economic oppor-
tunities of climate and environmental action, including an enabling environment for sustainable
enterprises, while minimizing and carefully managing challenges.® Besides, a just transition sup-
ports policy coherence at all levels and across different fields, fostering an integrated approach

For more information, see: Nationally Determined Contributions (NDCs)

For more information, see: What are NDCs and how do they drive climate action?
UNEP. 2024. Emissions Gap Report 2024.

For more information, see: All About the NDCs

ILO. 2024. Leveraging NDCs as a vehicle of a just transition in ambitious climate action.

International Labour Conference. 2023. Resolution concerning a just transition towards environmentally sustainable economies
and societies for all.
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https://unfccc.int/process-and-meetings/the-paris-agreement/nationally-determined-contributions-ndcs
https://climatepromise.undp.org/news-and-stories/NDCs-nationally-determined-contributions-climate-change-what-you-need-to-know
https://www.unep.org/resources/emissions-gap-report-2024
https://www.un.org/en/climatechange/all-about-ndcs
https://www.ilo.org/resource/brief/ilo%E2%80%99s-offer-strengthening-ndcs-just-transition-and-decent-work
https://www.ilo.org/resource/ilc/111/resolution-concerning-just-transition-towards-environmentally-sustainable
https://www.ilo.org/resource/ilc/111/resolution-concerning-just-transition-towards-environmentally-sustainable

to environmental, social and economic dimensions. Crucially, it is grounded in effective social
dialogue, with the active participation of real economy actors - workers and employers, as well
as stakeholder engagement, thereby supporting broad-based ownership of NDCs.

The ILO’s key role in climate policy making

The ILO has been spearheading efforts to integrate the social and employment dimen-
sions of climate and environmental change in climate policy processes across interna-
tional, regional and national levels.

The NDCs present an important entry point for promoting sustainable enterprises and
creating decent work to advance a just transition, drawing upon the 2015 ILO Guidelines
for a just transition towards environmentally sustainable economies and societies for
all. In this regard, the ILO Guidelines provide a comprehensive framework comprising
policies in nine key areas: macroeconomic and growth policies; industrial and sectoral
policies; enterprise policies; skills development; occupational safety and health; social
protection; active labour market policies; rights; and social dialogue and tripartism. The
2023 Resolution by the International Labour Conference endorsed the ILO Guidelines as
the central reference for policymaking and a basis for action on just transition. It also calls
for fostering policy coherence at all levels and across different fields, as well as putting
in place adequate financing provisions for a just transition.

To address a just transition in NDCs, the ILO seeks to assist countries in developing
their national climate plans that: i) are grounded in national priorities; ii) address social
and employment impacts of climate change and climate measures; iii) offer actionable
entry points; iv) are based on social dialogue and stakeholder engagement and; v) pay
attention to the needs of vulnerable groups.

The ILO works with its tripartite constituents representing governments and employers’
and workers’ organizations from its 187 Member States, to address decent work and
social justice in climate action.

2. Why are sustainable
enterprises essential
to the success of NDCs?

At the cross-section of climate-related social, economic and environmental impacts, as well as policy
measures, are enterprises operating in diverse sectors, such as manufacturing, agriculture, energy, trans-
portation, mining, among others. These enterprises can be private or public, vary in size and type from
micro, small and medium enterprises (MSMEs) and cooperatives and other social and solidarity economy
(SSE) entities to large multinational corporations. Furthermore, while diverse enterprises operate in the
formal economy, the majority of economic units, especially in developing countries, are informal. For the
most part, such informal enterprises tend to be micro enterprises (including own-account workers) and
small enterprises.’

7 1LO.2021. Enterprise Formalization: An Introduction. Thematic Brief 1/2021.
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https://www.ilo.org/sites/default/files/wcmsp5/groups/public/@ed_emp/@emp_ent/@ifp_seed/documents/publication/wcms_766156.pdf
https://www.ilo.org/publications/guidelines-just-transition-towards-environmentally-sustainable-economies
https://www.ilo.org/publications/guidelines-just-transition-towards-environmentally-sustainable-economies
https://www.ilo.org/publications/guidelines-just-transition-towards-environmentally-sustainable-economies
https://www.ilo.org/resource/ilc/111/resolution-concerning-just-transition-towards-environmentally-sustainable
https://www.ilo.org/resource/brief/ilo%E2%80%99s-offer-strengthening-ndcs-just-transition-and-decent-work

Although enterprises of all types and sizes play a vital role in the social and economic landscape of coun-
tries, they:

P face significant challenges and disruptions from climate and environmental change and related
policies and measures, yet

p are fundamental actors in advancing a just transition, building resilient low-carbon economies,
creating decent work, and serving as drivers for more and better jobs.

The way NDCs are envisioned and designed has major implications for enterprises, as these climate plans
often span multiple sectors and are economy-wide in scope. This is even more relevant since enterprises
drive technological and organizational change as well as develop innovative products and solutions
essential to achieving climate, social and economic objectives. At the same time, enterprises continue
to face significant challenges such as high upfront costs, limited financing, skill gaps, lack of access to
affordable technologies, among others. As a key policy framework, NDCs can support the development
of sustainable enterprises, especially if foreseen investments include provisions to stimulate a favourable
business environment - helping to achieve a just transition for all and in ensuring that climate action is
viable for businesses and people-centred.

VAVAVAW,

12

2.1. What are the key threats to
enterprises and their workers from
climate change and related measures?

Climate impacts pose several threats to enterprises of all types and sizes, as well as to their workers.
Additionally, some climate measures may introduce challenges that risk negatively affecting businesses.
These threats can undermine productivity and competitiveness, limit the ability of enterprises to grow and
create decent jobs, and ultimately impact the broader economy.

> Climate impacts threaten businesses dependent on nature

Many enterprises rely on a stable and healthy environment to produce and deliver goods and services,
such as direct dependence in sectors like agriculture, mining or ecotourism, and indirect reliance in
food and beverage manufacturing, textiles or construction. Ecosystem services like crop pollination
or air purification also affect the quantity and quality of inputs.® As climate impacts intensify and
resource scarcity grows, enterprises of all types and sizes face increasing risks.

> Extreme weather events have significant social and economic costs

The frequency and severity of extreme weather events such as droughts, floods, heatwaves, and
wildfires directly impact enterprises, workers, and the broader economy. While such events particularly
affect developing countries, they also have severe impacts in developed countries.® Estimates suggest
that between 2014 and 2023, climate-related extreme weather events cost the global economy over
USD 2 trillion and affected around 1.6 billion people.’® Besides, the ILO estimates that 2.41 billion
workers are exposed to excessive heat globally, which results in approximately 22.85 million non-fatal
injuries and 18,970 deaths annually.” Extreme weather events can threaten business assets, disrupt
operations and supply chains, lead to job loss, negatively impact productivity, and endanger the health
and safety of workers and employers.

8 ILO.2022. Greening Enterprises: Transforming processes and workplaces.

9 Adil, L., etal. 2025. Climate Risk Index 2025. Germanwatch.

10 Oxera. 2024. The economic cost of extreme weather events. Prepared for the International Chamber of Commerce.
11 ILO. 2024. Heat at work: Implications for safety and health.
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https://www.ilo.org/publications/major-publications/greening-enterprises-transforming-processes-and-workplaces
https://www.germanwatch.org/sites/default/files/2025-02/Climate%20Risk%20Index%202025.pdf
https://iccwbo.org/wp-content/uploads/sites/3/2024/11/2024-ICC-Oxera-The-economic-cost-of-extreme-weather-events.pdf
https://www.ilo.org/publications/heat-work-implications-safety-and-health

> An uneven transition poses distinct challenges

Climate or environmental policies and regulations can pose significant challenges for enterprises of
all types and sizes, as well as for their workers. These measures may drive sector-wide and supply
chain transformations, requiring substantial investments in decarbonization or adaptation from
enterprises, despite facing persistent financing gaps. Enterprises may also face shortages of a skilled
workforce, while workers can face training and social protection gaps, including in the event of job
losses. Besides, as regulatory frameworks evolve rapidly, many enterprises may find it difficult to keep
up with and navigate changing compliance requirements.'?

More broadly, the absence of social dialogue in climate and environmental policy making risks over-
looking the concerns of real-economy actors such as workers and employers’ organizations, thereby
undermining the ownership of such measures. Particularly regarding the informal economy, as
workers and enterprises are often not part of dialogue processes, policies may fail to consider their
unique constraints.

D The risk of energy insecurity

Particularly in many developing countries, limited access to reliable and affordable energy remains
a major barrier for enterprises to operate and grow." This challenge can be exacerbated by extreme
weather events that damage energy infrastructure. At the same time, efforts to decarbonize the
energy sector are gaining momentum, creating significant business and employment opportunities.
However, especially in several developing countries, policy gaps persist and the high capital costs of
transitioning to sustainable electricity continue to hinder progress,'* creating obstacles for enterprises
that may be seeking clean, affordable and reliable energy access.

D Diverse threats across the enterprise spectrum

Different types of enterprises may face distinct risks from climate change and related policies.

MSMEs are a key source of employment in most countries.” Climate impacts can reduce productivity
and asset values of MSMEs, disrupting operations and financial performance.’ In addition, climate
policies, regulatory demands, and value chain pressures to meet the standards of larger firms may
attempt to push them toward decarbonization and adaptation. However, associated costs remain
a major barrier, and many MSMEs may lack the resources, technical know-how, access to credit,
insurance, or investment, and the capacity to innovate or adapt. Amidst constraints, they may face
difficult trade-offs between managing immediate climate risks and undertaking long-term business
investments."”

Economic units in the informal economy, particularly prominent in developing countries, are often
marked by decent work deficits. Climate change risks compounding such deficits, as informal enter-
prises and their workers have extremely limited capacity to cope with its impacts. In both urban and
rural areas, climate shocks can severely disrupt livelihoods in the informal economy and exacerbate
poverty.'® While recovery is often difficult, informal enterprises and workers typically lack protection
under environmental or other laws, leaving them highly vulnerable to climate change.®

Cooperatives and other SSE entities often aim to meet the needs of disadvantaged groups and
persons in vulnerable situations, who may already be more at risk to climate impacts. However, many

12 For example, see: ILO. 2022. How MSMEs can contribute to and benefit from a just transition.

13 For example, see: UNCTAD. 2017. Transformational Energy Access. Policy Brief No. 55.

14 World Bank. 2024. The Critical Link: Empowering Utilities for the Energy Transition.

15 ILO. 2019. Small Matters: Global evidence on the contribution to employment by the self-employed, micro-enterprises and SMEs.
16 World Bank. 2022. Guidelines for Integrating Climate Change Mitigation and Adaptation in Public Credit Guarantee Schemes for
Small and Medium Enterprises.

17 ILO. 2022. How MSMEs can contribute to and benefit from a just transition.

18 For example, see: ILO. 2022. A double transition: formalization and the shift to environmental sustainability with decent work;
Sepadi, M.M. 2025. Impact of Climate Change on Informal Street Vendors: A Systematic Review to Help South Africa and Other
Nations (2015-2024), Atmosphere 16(2): 179.

19 ILO. 2022. How MSMEs can contribute to and benefit from a just transition.
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https://www.ilo.org/publications/how-msmes-can-contribute-and-benefit-just-transition
https://unctad.org/system/files/official-document/presspb2017d4_en.pdf
https://openknowledge.worldbank.org/entities/publication/28c663f4-570f-4fa0-a4b8-5923cc8befa7
https://www.ilo.org/publications/small-matters-global-evidence-contribution-employment-self-employed-micro
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/099512111082215393/idu0ef1c33d00fa6c04e180991a0e47a751befcb
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/099512111082215393/idu0ef1c33d00fa6c04e180991a0e47a751befcb
https://www.ilo.org/publications/how-msmes-can-contribute-and-benefit-just-transition
https://www.ilo.org/publications/double-transition-formalization-and-shift-environmental-sustainability
https://www.mdpi.com/2073-4433/16/2/179
https://www.mdpi.com/2073-4433/16/2/179
https://www.ilo.org/publications/how-msmes-can-contribute-and-benefit-just-transition
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such entities operate in climate-sensitive sectors like agriculture, and can face risks such as low yields,
income loss, credit or insolvency risks, among others.? While many cooperatives and other SSE entities
engage in climate action, they often face technical and financial constraints in adapting to climate
change or transitioning to a resilient low-carbon economy.

Large enterprises, including multinational corporations, also face direct risks to their operations and
workers from climate impacts, along with challenges in decarbonizing or adapting. They may also
need to navigate varied climate regulations across jurisdictions, shifting investor priorities, growing
environmental, social, and governance (ESG) expectations, changing consumer preferences, and
reputational risks. Besides, in globalized supply chains, climate shocks at key production or extraction
sites can impact local economies and across borders.?' The inter-connectedness between many large
enterprises, MSMEs, and cooperatives and other SSE entities in supply chains adds another layer of
complexity for diverse enterprises navigating a transition to a resilient low-carbon economy.

2.2. What potential opportunities
can countries harness by focusing on
sustainable enterprises for a just transition
in their NDCs?

When formulating NDCs, focusing on advancing a just transition through sustainable enterprises provides
countries with essential building blocks that can align with national priorities, while ensuring that climate
action maximizes decent work opportunities, generating more and better jobs.

Delivering economic growth with social, environmental and
employment gains

Achieving the NDCs will require transforming many existing sectors and developing new low-emission
sectors. This critically depends on the transformation of existing businesses and the emergence of new
enterprises. Focusing on sustainable enterprises of diverse types and sizes in this context, can help drive
economic growth alongside environmental gains, while also fostering social and employment benefits.

Although the transition to a low-carbon economy can pose some economic challenges, the opportunities
are significant. For example, clean energy manufacturing accounted for around 5 per cent of China's
GDP growth in 2023,2 underscoring its expanding role in the economy. Moreover, in several countries,
investment in clean energy manufacturing has flourished, driven by supportive industrial policies and
growing market demand, thereby also offering a strong business case. The development of sustainable
enterprises in such emerging or transitioning sectors holds the potential to generate more jobs, improve
working conditions, and raise living standards.

Achieving economic diversification with new business opportunities

In the context of climate change, economic diversification is an important consideration for many countries,
for instance in areas heavily reliant on high-emitting sectors.?* It can unlock new business opportunities,

20 For example, see: Deng, C. et al. 2025. The impact of weather shocks on rural credit cooperatives. Finance Research Letters, 75

21 O'Neill, B., et al. 2022. Key Risks Across Sectors and Regions. In: Climate Change 2022: Impacts, Adaptation and Vulnerability.
Contribution of Working Group II to the Sixth Assessment Report of the Intergovernmental Panel on Climate Change. Cambridge
University Press, Cambridge, UK and New York, NY, USA.

22 Cozzi, L. et al. 2024. Clean energy is boosting economic growth. IEA.
23 UNFCCC. 2016. The concept of economic diversification in the context of response measures. Technical paper.



https://www.sciencedirect.com/science/article/abs/pii/S1544612325001370
https://www.ipcc.ch/report/ar6/wg2/downloads/report/IPCC_AR6_WGII_Chapter16.pdf
https://www.iea.org/commentaries/clean-energy-is-boosting-economic-growth
https://unfccc.int/sites/default/files/resource/Technical%20paper_Economic%20diversification.pdf

and through the development of sustainable enterprises of diverse types and sizes, support the growth
of new sectors and broaden economic activities. A just transition can help manage these shifts inclusively,
while contributing to long-term economic growth and the creation of decent jobs. In some countries,
strategies such as developing new economic clusters, supporting MSMEs, and formalizing the informal
economy are emerging as key pathways.?* Additionally, focusing on sustainable enterprises development as
part of economic diversification efforts can serve to enhance productivity, innovation and competitiveness
of businesses.

Realising climate mitigation and adaptation goals with green and
resilient businesses

Enterprises of diverse types and sizes can have negative environmental impacts. SMEs, for example,
account for 64 per cent of industrial pollution in Europe,? while economic units in the informal economy,
many of which are resource-dependent and operate outside regulatory frameworks, also pose environmen-
tal risks.? At the same time, many enterprises are highly vulnerable to climate impacts and lack resilience
(see section 2.1). Integrating sustainable enterprises development into NDCs can advance mitigation and
adaptation goals, with employment gains. Enterprise decarbonization and greater resilience also offer a
strong business case as this can enable access to new market opportunities, enhance productivity and
innovation, and reduce climate-related risks.

To support mitigation goals, emissions can be reduced by growing sustainable enterprises in low-emission
sectors and through enterprise decarbonization, such as greening operations, improving resource and
energy efficiency, adopting circular economy practices, or implementing sustainable business models. For
adaptation, the development of sustainable enterprises, including MSMEs and cooperatives and other SSE
entities, can strengthen technical capacity and financial access needed by businesses to adapt, and support
insurance coverage to cope with climate shocks. Emerging adaptation sectors like climate advisory services
and ecosystem-based solutions, among others, can also present opportunities for developing sustainable
enterprises, protecting workers, and creating employment.?”

Additionally, the formalization of informal enterprises holds the potential to promote better environmental
practices, recognize the environmental services already being provided, while protecting a large segment
of the workforce, particularly in developing countries. For example, cooperatives and other SSE entities
can not only support formalization but also strengthen community engagement and promote enterprises
aligned with sustainability principles and decent work.?

For many large enterprises, environmental sustainability has become a key issue alongside economic
performance,? with some also participating in carbon markets.*° By adopting responsible business conduct
practices,® such enterprises can undertake mitigation and adaptation efforts while managing the social
implications of such measures. For example, sustainable enterprises can support just transition efforts
by upholding the respect for fundamental principles and rights at work, conducting human rights due
diligence to address any negative impacts of the transition processes, and increasing decent employment
opportunities.

24 For example, see: Presidential Climate Commission. 2022. A Framework for a Just Transition in South Africa.
251L0. 2022. Greening Enterprises: Transforming processes and workplaces.
26 ILO. 2022. A double transition: formalization and the shift to environmental sustainability with decent work.

27 For example, see: ILO. 2018. The employment impact of climate change adaptation. Input Document for the G20 Climate
Sustainability Working Group.

28 For example, see: ILO. 2019. Waste pickers’ cooperatives and social and solidarity economy organizations; ILO. 2016. A cooperative
way for empowering indigenous peoples.

29 1LO. 2022. Greening Enterprises: Transforming processes and workplaces.
30 For example, see: EU Emissions Trading System
31 For more information, see: ILO Helpdesk: Business and a Just Transition
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https://pccommissionflo.imgix.net/uploads/images/22_PAPER_Framework-for-a-Just-Transition_revised_242.pdf
https://www.ilo.org/publications/major-publications/greening-enterprises-transforming-processes-and-workplaces
https://www.ilo.org/publications/double-transition-formalization-and-shift-environmental-sustainability
https://www.ilo.org/sites/default/files/wcmsp5/groups/public/%40ed_emp/documents/publication/wcms_645572.pdf
https://www.ilo.org/publications/waste-pickers-cooperatives-and-social-and-solidarity-economy-organizations
https://www.ilo.org/publications/cooperative-way-empowering-indigenous-peoples
https://www.ilo.org/publications/cooperative-way-empowering-indigenous-peoples
https://www.ilo.org/publications/major-publications/greening-enterprises-transforming-processes-and-workplaces
https://climate.ec.europa.eu/eu-action/eu-emissions-trading-system-eu-ets_en
https://www.ilo.org/resource/other/ilo-helpdesk-business-and-just-transition
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Supporting innovation and technology transfer

Innovation is essential for addressing climate change, with diverse enterprises advancing low-emission
technologies, greener products, and improved waste management. It presents a strong business case
by enhancing efficiency, lowering costs, and opening new markets. Innovation can also drive industrial
development and economic diversification, while enhancing resilience, boosting competitiveness, and
generating employment.>

For many developing countries, technology transfer is critical for accessing and deploying environmentally
friendly technologies. Sustainable enterprises can play a key role in adopting and localizing such tech-
nologies. Initiatives are increasingly connecting technology providers and users, including multinational
companies and SMEs.>® However, access to finance remains a significant barrier, particularly for MSMEs
lacking the resources to invest in innovation.

Moreover, innovation in business forms and models, such as those adopted by SSE entities,3 can also
advance climate action while delivering social benefits.

Supply and value chains strengthening

Amidst growing climate-related risks to global and domestic supply and value chains, sustainable enterpris-
es are key to enhancing resilience, reducing emissions, and ensuring business continuity. For example, the
Market Systems Development (MSD) approach can support MSMEs and cooperatives within value chains
to address environmental and decent work challenges.® Besides, downstream companies can support
suppliers, such as MSMEs, improve management practices, product quality, and compliance, while also
providing investment, long-term contracts, and upfront capital to facilitate upgrades.® Large enterprises,
by adopting responsible business practices, can also help build climate-resilient supply and value chains
while addressing the social impacts of the transition on labour rights through robust due diligence.

Leaving no businesses and their workers behind

To ensure that NDCs effectively address the needs of those already facing socio-economic vulnerabilities,
such as women, indigenous and tribal peoples, and persons with disabilities, among others, it is essential
to consider their specific challenges and leverage emerging opportunities. A just transition and the devel-
opment of sustainable enterprises can enable diverse groups to engage in climate action, as both workers
and employers. For instance, integrating women'’s entrepreneurship development (WED) into transition
efforts can help overcome systemic socio-economic challenges and empower women as innovators in
the green economy.¥

Furthermore, in many developing countries, vulnerable groups are often engaged in the informal economy.
In this regard, supporting MSMEs and cooperatives and other SSE entities can significantly contribute
to their resilience, economic empowerment, and formalization.*® Responsible business conduct-related
initiatives can also play a valuable role in supporting these efforts. In addition, data-driven policymaking,
such as conducting studies on strategic sectors and profiling the key challenges and opportunities facing
diverse enterprises, could guide effective interventions.

32 For example, see: Presidential Climate Commission. 2022. A Framework for a Just Transition in South Africa.

33 For example, see: WIPO GREEN - The Marketplace for Sustainable Technology

34 For more information, see: SSE: Environmental sustainability

351L0. 2024. Market systems development for a just transition: What does it really mean for donors and practitioners.

36 ILO. 2022. How MSMEs can contribute to and benefit from a just transition.

37 For example, see: ILO. 2024. Fostering women'’s entrepreneurship development and gender equality for a just transition in Egypt.

38 For example, see: ILO. 2022. Indigenous Peoples and a Just Transition for All; ILO. 2019. Waste pickers’ cooperatives and social and
solidarity economy organizations; ILO. 2016. A cooperative way for empowering indigenous peoples.



https://pccommissionflo.imgix.net/uploads/images/22_PAPER_Framework-for-a-Just-Transition_revised_242.pdf
https://www3.wipo.int/wipogreen/en/
https://www.ilo.org/resource/other/sse-environmental-sustainability
https://www.ilo.org/publications/market-systems-development-just-transition-what-does-it-really-mean-donors
https://www.ilo.org/publications/how-msmes-can-contribute-and-benefit-just-transition
https://www.ilo.org/publications/fostering-women%E2%80%99s-entrepreneurship-development-and-gender-equality-just
https://www.ilo.org/publications/indigenous-peoples-and-just-transition-all
https://www.ilo.org/publications/waste-pickers-cooperatives-and-social-and-solidarity-economy-organizations
https://www.ilo.org/publications/waste-pickers-cooperatives-and-social-and-solidarity-economy-organizations
https://www.ilo.org/publications/cooperative-way-empowering-indigenous-peoples

Catalysing financial investments for a just transition

Targeted financial investment in sustainable enterprises development is critical for a just transition and
creating decent work. From MSMEs and cooperatives to large firms, enterprises need access to finance
and insurance to adopt sustainable practices, decarbonize, build resilience, or implement enterprise-level
transitions - ranging from skills development to innovation. However, limited access to finance remains
a major barrier, particularly for initiatives with high upfront costs or perceived risks, slowing progress
toward a resilient low-carbon economy.

While public finance is essential for areas such as social protection, retraining and recovery, private finance
is particularly important for scaling up action. NDCs could accompany their climate commitments with
comprehensive financing strategies that explicitly focus on just transition and sustainable enterprises
development. Besides, evidence shows that countries with more active climate policies tend to attract
higher levels of green greenfield Foreign Direct Investment (FDI).*

Financial institutions ranging from development banks, commercial banks and microfinance institu-
tions (MFIs), SSE financial institutions, private investors to insurance companies can play a key role.*
By collaborating and risk-sharing, they can expand access to capital for enterprises of all types and sizes,
including MSMEs and cooperatives and other SSE entities. Insurance is particularly instrumental in reducing
perceived risks, which helps unlock credit, and for supporting climate adaptation. Banks and investors can
deploy capital using green, social and sustainability-linked products and instruments, thereby encouraging
socially and environmentally responsible business practices.

3. What is the state of
play regarding sustainable
enterprises in NDCs?

A mapping undertaken by the ILO*' of NDCs (submitted by 12 July 2024) reveals that 72 out of 193 countries
(39 per cent) include explicit references to just transition in their NDCs, indicating that this issue has started
to gain some attention in national climate planning. However, dedicated sections on just transition remain
rare, with only 6 per cent of the NDCs including them. Nevertheless, majority of NDCs (68 per cent) include
references to employment-related terms, which indicates the growing recognition of linkages between
climate action and jobs.

Importantly, the ILO mapping finds considerable references to enterprise policy elements, which may
include support measures for businesses, such as an enabling environment for sustainable enterprise
development, productivity growth and innovation, support to MSMEs, responsible business conduct-related
initiatives, entrepreneurship, and supply and value chains. Worldwide, 56 per cent of countries reference
enterprise policy elements in their NDCs. High-income and lower-middle-income countries lead in this
regard, at 65 per cent and 64 per cent, respectively. On a regional level, Europe and Central Asia have
the highest rate of enterprise policy-related elements in their NDCs at 69 per cent, followed by Africa at
60 per cent. This indicates a degree of acknowledgment regarding the importance of a supportive policy
environment and measures that enable enterprises to contribute to the transition toward low-carbon
economies. Nonetheless, it also highlights the need for further attention to this policy area due to its
significance in promoting economic growth, sustainable development, and decent work.

39 Pienknagura, S. 2024. Climate Policies as a Catalyst for Green FDI. IMF Working Paper
40 For example, see: ILO and UNEP-FI. 2023. Just Transition Finance - Pathways for banking and insurance.
41 ILO. 2024. Mapping Just Transition in NDCs.
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4. What to keep in mind
when integrating sustainable
enterprises in NDCs?

> Process shapes the form

In the formulation or implementation of NDCs, social dialogue is fundamental to understanding the
perspectives and concerns of real-economy actors, particularly workers’ and employers’ organizations.
Ensuring effective social dialogue in this process helps anchor the concept of a “just transition” in real-world
challenges and opportunities, including with regard to the promotion of sustainable enterprises. The
participation of workers’ and employers’ organizations, and ministries of labour, as well as coordination
with other relevant ministries and stakeholder engagement, fosters broad ownership of climate action,
contributing to all the three pillars of sustainable development - across social, economic and environmental
dimensions.

> Anchoring a just transition in the NDC

Establishing strong linkages between climate objectives and a just transition in the NDC would be essen-
tial to address the social and employment dimensions of climate action. This also reinforces commitments
to sustainable enterprise development and the creation of decent work opportunities, ensuring that climate
policies are grounded in socio-economic realities and support sustainable development. To ensure a ho-
listic approach, the nine policy areas outlined in the ILO Guidelines could be explicitly articulated.

Example: South Africa (2021)

“In South Africa, a just transition is core to shifting our development pathway to increased
sustainability, fostering climate resilient and low greenhouse gas emissions development, while

providing a better life for all.”

Example: Brazil (2024)

“From the Brazilian domestic point of view, the National Policy on Climate Change, under review,
will unprecedently incorporate the concepts of just transition and climate justice into its legal
framework. Without prejudice to other definitions enshrined in the Brazilian legal system, Brazil
considers as “just” the transition to a socio-economic development model with low greenhouse
gas emissions and resilience to climate change, in the context of sustainable development and

efforts to eradicate poverty.”



https://unfccc.int/sites/default/files/NDC/2022-06/South%20Africa%20updated%20first%20NDC%20September%202021.pdf
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Positioning diverse sustainable enterprises as drivers
of climate action and decent work

For the NDC, explicitly highlighting the role of sustainable enterprises of different shapes and sizes, in-
cluding MSMEs and cooperatives and other SSE entities for employment gains would be critical. The NDC
could also emphasise the associated challenges and opportunities for decent job creation, particularly for
informal workers, women, persons with disabilities, indigenous and tribal peoples, among others already
facing socio-economic vulnerabilities. A focus on sustainable enterprises promotion, regarding both mit-
igation and adaptation measures can also be linked to specific sectors.

Example: South Africa (2021)

“South Africa will seek to develop small, medium and micro-enterprises, including energy
service companies, to implement innovative technologies and create sustainable employment.”

Example: Republic of Moldova (2020)

“Promote SMEs collaboration with other businesses or public entities to form partnerships
and cooperatives at sector or region levels, pool resources and funding to self-insure against
economic and weather-related shocks.”

Example: Uganda (2022)

“Even though 65% of new jobs being created are in urban centres, urban areas have not been
effective at inducing formal wage growth and job creation due to the large informal sector.
Uganda has a dual economy with the informal sector contributing a significant share to the
GDP (51%). The private sector is dominated by micro, small and medium enterprises, which
employ about 2.5 million people. The size and strength of the informal economy creates a lot
of competition, which constrains the size of the formal enterprises”.

Example: Zimbabwe (2025)

With a focus on the tourism sector, an adaptation priority output is: “Establishment and
or support of Eco-tourism enterprises”.

> Embedding an enabling environment for sustainable
enterprises

An enabling environment refers to a combination of conditions that influence an enterprise’s ability to
start up, grow and generate decent jobs. While NDCs are primarily climate plans, they also serve as
national investment and development plans, and their implementation can have unintended negative
effects on enterprises of various types and sizes. However, if they promote an enabling environment for
sustainable enterprises, NDCs can offer policy certainty and a clear commitment across a range of areas
such as supporting enterprise-related programmes, providing business development services, leveraging
public procurement, offering incentives or subsidies, enacting regulatory or policy reforms, among others.
An enabling environment has the potential to enhance economic prospects, particularly for MSMEs and
SSE entities, address decent work deficits, support productivity gains, and promote the formalization of
economic units in the informal economy, while ensuring that economic activities remain environmentally


https://unfccc.int/sites/default/files/NDC/2022-06/South%20Africa%20updated%20first%20NDC%20September%202021.pdf
https://unfccc.int/sites/default/files/2024-11/Brazil_Second%20Nationally%20Determined%20Contribution%20%28NDC%29_November2024.pdf
https://unfccc.int/sites/default/files/NDC/2022-06/South%20Africa%20updated%20first%20NDC%20September%202021.pdf
https://unfccc.int/sites/default/files/NDC/2022-06/MD_Updated_NDC_final_version_EN.pdf
https://unfccc.int/sites/default/files/NDC/2022-09/Updated%20NDC%20_Uganda_2022%20Final.pdf
https://unfccc.int/sites/default/files/2025-02/Zimbabwe%20NDC3.0%20Country%20Statement_2025_35.pdf

sustainable. Promoting an enabling environment can also entail linking industrial policies or other struc-
tural transformation plans detailed in an NDC with sustainable enterprise development and decent work
generation objectives. In addition, NDCs could also include commitments to provide technical support and
equip enterprises of all types and sizes to navigate the transition.

Example: Oman (2023)

“The low-carbon business landscape will be cultivated, with the private sector assuming a
leading role and being empowered to foster equitable economic growth. This empowerment
aims to create a competitive and enabling environment for the private sector, promoting the
development of free, socially responsible, and environmentally sustainable industries”.

Example: Republic of Moldova (2020)

“Promote regulatory and fiscal incentives that can stimulate risk reduction among private
sector actors. Government to consider incentives and compliance measures to motivate SMEs
to undertake investment in climate resilience and business development”.

Example: Brazil (2024)

The NDC of Brazil identifies the Ecological Transformation Plan (ETP) under the aegis of
“NDC as an investment platform”. It notes: “As an investment plan for Brazil’s sustainable
development, the Ecological Transformation Plan (ETP) will restructure the national economic
dynamic to promote sustainable development, based on technological innovation and the
rational use of natural resources. Supporting the implementation of the Climate Plan, the
ETP will respond to mitigation and adaptation needs in the face of the climate crisis while
repositioning the Brazilian economy in a new cycle of low carbon economic growth. The Plan
will increase economic productivity by generating decent work, promoting climate justice and
reducing regional, gender and racial inequalities”.

> Focusing on developing and strengthening supply
and value chains

NDCs can outline pathways to develop new goods or commodity-based supply and value chains that
strengthen local economies and act as multipliers for decent work opportunities. At the same time,
strengthening existing supply and value chains is equally important, given the threats posed by climate
impacts and transition measures, with implications for enterprises and employment.

Example: Sri Lanka (2021)

“GHG reduction in the agriculture sector is to be achieved by implementing several key strat-
egies. One such move is to diversify crop production away from water-intensive rice farming
to more export oriented high-value crops. Another is to improve value addition and better
integrate small-holder farmers into modern agricultural value-chains reducing crop wastage.”

Example: Brazil (2024)

The NDC outlines National Mitigation Objectives that were “defined as the basis for
establishing the most relevant lines of action for reducing greenhouse gas emissions,
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to which public and private investments and efforts should preferably be directed”.
Among others, this includes:

» Expand sustainable biofuel production, promote technological innovation and develop
bioenergy-related value chains.

P Promoting circularity through the sustainable and efficient use of natural resources
throughout production chains.

Under the Ecological Transformation Plan, the NDC also notes: “The country will make use of
its environmental and sustainability comparative advantages to promote technological densifi-
cation of supply chains, as well as to expand and modernize the national production structure.”

> Promoting responsible business conduct (RBC)

Promoting responsible business conduct within NDCs helps align climate actions with business practices
that support the creation of decent work. The key international instruments on RBC namely, the ILO
Tripartite Declaration of Principles concerning Multinational Enterprises and Social Policy (MNE Declaration),
the UN Guiding Principles on Business and Human Rights, and the OECD Guidelines for Multinational
Enterprises on Responsible Business Conduct are relevant in this context. Given the critical role business-
es play in implementing climate actions, promoting RBC helps reduce the risk of social and environmental
harm, while fostering decent work, social inclusion and economic resilience. It also contributes to building
inclusive and sustainable trade and investment frameworks, as well as value and supply chains that support
a just transition and promote decent work. However, it has not featured prominently in most NDCs, al-
though some have started aligning RBC-related initiatives with climate goals.

Example: Jordan (2021)

“Strengthen the role of private sector in allocating their Corporate Social Responsibility (CSR)
to support green infrastructure measures related to ecosystems and biodiversity adapta-
tion activities”.

> Integrating financing for sustainable enterprise
development and just transition objectives into NDCs

Significant financial gaps persist in achieving a just transition and in realizing both mitigation and ad-
aptation goals. NDCs, which can also serve as national investment plans, provide an important policy
platform to align climate and just transition objectives, including sustainable enterprises development,
with financing flows. Embedding enterprise support measures within NDCs could help countries signal
investment priorities, enhance policy transparency for domestic and international investors, and better
guide the allocation of public budgets and private capital. To effectively attract the necessary resources,
financing strategies could draw on a mix of public and private, domestic and international sources. A wide
range of actors such as development banks, commercial banks, investors, and the insurance sector can
contribute by leveraging their complementary mandates and strengths to facilitate access to capital for
enterprises, including MSMEs and cooperatives and SSE entities. Financial institutions can also support the
formalisation of economic units in the informal economy. In addition, when guided by robust due diligence
processes and supported by innovative financial instruments, investments can promote enterprise practices
that advance both environmental and social objectives.
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Example: Oman (2023)

“There will be a focus on enhancing financial depth in the capital market and ensuring sustain-
able funding through innovative models to kickstart productive enterprises, particularly small
and medium-sized enterprises (SMEs). Oman’s strategically advantageous geographic location
offers a prime opportunity to facilitate investment collaborations between Omani private
enterprises and the international business community, attracting high-quality foreign direct
investments in green technologies and aiding Oman in becoming a net zero by 2050. These
global partnerships will broaden economic diversification and boost Oman’s GDP through
increased export contributions.”

Example: Brazil (2024)

The NDC, under the Ecological Transformation Plan identifies several instruments
regarding public and private finance, which include:

P Sustainable Sovereign Bonds
p Climate Fund created by Law No. 12,114/2009

p Brazil's Foreign Private Capital Mobilization and Currency Hedging Program
(Eco Invest Brasil Program)

Brazilian Sustainable Taxonomy
Tax reform (initiated in 2023)
Brazil Platform for Climate Investments and Ecological Transformation (BIP)

vVVvyvYyYy

Brazilian Emissions Trading System (SBCE)

> Leveraging carbon markets for sustainable enterprises
and decent work

As carbon markets are increasingly considered by many countries as a means to reduce or offset emissions,
particularly in high-emitting sectors, and generate revenues for governments and participating entities,
it is vital that they also promote a just transition for all. On one hand, smaller enterprises, even if not
directly involved in carbon markets, may face indirect impacts such as increased costs passed on by larger
firms, rising prices for raw materials and energy, and added compliance pressures. On the other hand,
participation in carbon markets can create opportunities for enterprises, including MSMEs and cooperatives
and other SSE entities, to generate new revenue streams and support the creation of decent work. NDCs
could include commitments to support the participation of diverse types of enterprises in carbon markets
to realise social objectives alongside environmental gains.

Example: Viet Nam (2022)

“Strengthen the capacity of enterprises in accessing and participating in implementing crediting
programs, projects and developing the carbon market.”

Example: Brazil (2024)

“Brazilian Emissions Trading System (SBCE): the regulation of the carbon market is aimed at
reducing greenhouse gas emissions and promoting low-carbon technological innovations, in
order to provide new business opportunities and support the implementation of the National
Policy on Climate Change and of international agreements signed by Brazil.”
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> From substance to implementation

The integration of a just transition, particularly with a focus on sustainable enterprises development, is
critical for any NDC. Nonetheless, effective implementation of the NDC will require the active engagement
of multiple ministries, including the ministry of labour, and those responsible for MSMEs, as well as gov-
ernment agencies that provide business development services or those that promote cooperatives. The
meaningful involvement of workers’ and employers’ organizations will be fundamental. In this regard,
NDCs, even at the formulation stage, should highlight the importance of a whole-of-government and
whole-of-society approach, while explicitly recognizing the vital role played by workers’ and employers’
organizations as real-economy actors. In addition, linking NDC investment planning with just transition
measures and sustainable enterprise promotion ensures that strategies are backed by the necessary fi-
nancial resources to enable implementation. This requires early and sustained engagement with capital
providers to seek alignment of financing flows with real-economy transition needs.

Key resources

p Guidelines for a just transition towards environmentally sustainable
economies and societies for all

p Resolution concerning a just transition towards environmentally sus-
tainable economies and societies for all

p ILO's offer on strengthening NDCs for a just transition and decent
work

» The MNE Declaration and a just transition to environmentally sustaina-
ble economies and societies

v

Making a Just Transition toward environmental sustainability a reality
for SMEs

Just Transition Finance - Pathways for banking and insurance

Just Transition Finance Tool for banking and investing activities

Social and Solidarity Economy: Environmental sustainability

ILO Helpdesk: Business and a Just Transition

vVvVvyVvyy

A double transition: formalization and the shift to environmental sus-
tainability with decent work

v

Greening Enterprises: Transforming processes and workplaces

v

Carbon markets and their implications for a just transition for all

p Tripartite Declaration of Principles concerning Multinational
Enterprises and Social Policy (MNE Declaration)

» UN Guiding Principles on Business and Human Rights

p OECD Guidelines for Multinational Enterprises on Responsible
Business Conduct
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