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The need for change




As we enter the Decisive Decade, the world is not on track to attain the

Paris goals
Only 5 years after completion of the Paris Agreement, we enter a decade when a world well below 2°C /
1.5°C can easily slip out of reach.
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COVID-19 has been a major interruption on GHG emissions, but the scale
of the challenge is much larger

The current pandemic is having devastating health and economic effects. It has also resulted in an
unprecedented reduction in GHG emission due to plummeted electricity demand, lower industrial activity,
reduced transport and supply chain disruptions. But what next?

Coronavirus could trigger the largest ever annual fall in CO2 emissions . iSSi
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« A significant drop but not enough, and a risk
of rebound effect. To align to a 1.5°C pathway,

199192 Recession the world requires a year-on year decline of 7.6%

throughout the decade (2,800Mt CO,).
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« Reaching the Paris Agreement goals requires a

long-term shifts in policies, investments and

pE = == =5 - : rethinking the way our global economies work,
Yearly change in global emissions, millions of tonnes of CO2 CB and bUSiness have a key r0|e to play
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Source: Carbon Brief



https://www.carbonbrief.org/analysis-coronavirus-set-to-cause-largest-ever-annual-fall-in-co2-emissions?utm_source=CP+Daily&utm_campaign=1958e8c5d0-CPdaily09042020&utm_medium=email&utm_term=0_a9d8834f72-1958e8c5d0-110279081

Reaching the Paris goals is a risk management strategy

COVID-19 has further exposed the economic, social and environmental shortcoming of our current
economic system. Reducing GHG emissions is a way to mitigate risks

% BSR

A new study shows weak climate policy commitments
head the economy towards astronomic losses of USD
$600 trillion by 2100 compared to 1.5°C or well
below 2°C compatible action.

Climate change is a risk multiplier: it produces
physical shocks, which then translate into an array of
interconnected  socioeconomics impacts  (e.g.
deforestation, air pollution impacts). Sustainable
value chains can reverse this pathway

Increasing climate resilience across value chains
is an inevitable business response to an
uncertain world

What factors are increasing zoonosis emergence?

(Diseases transmitted from animals to humans)

@ Deforestation
and other land
use changes

e
Y&

@ Antimicrobial
resistance

#COVID19

@ lllegal and
poorly regulated
wildlife trade

Intensified
agriculture and

livestock

production

Source: UNEP Frontiers 2016 Report
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https://www.nature.com/articles/s41467-020-15453-z
https://www.mckinsey.com/business-functions/sustainability/our-insights/addressing-climate-change-in-a-post-pandemic-world?cid=other-eml-alt-mip-mck&hlkid=af5586b7c4394a7481d3b15833d91449&hctky=10416862&hdpid=50056e1f-1960-4ae3-b9a3-ff33b5ea692e

Current context of corporate climate
action




Businesses have taken the lead and set targets: the 2020s are the time for
delivery

Spurred by increasing recognition of the climate change challenges on business activities, and pressure
from investors, employees and customers, businesses stepped ahead in the last decade by setting
ambitious targets. Delivering against climate targets is a necessity to ensure business continuity.

Companies committed to climate
action through the We Mean
, Business Coalition Initiatives

Trillion of combined market
. capitalization

Companies have commited to the @ B0
Science Based Target initiative @  —

awemonror 1.9 G

Companies have set SBTs, of which
197 have targets in line with 1.5°C or
Well-below 2°C

Source: We Mean Business



https://www.wemeanbusinesscoalition.org/commitment/commit-to-100-renewable-power/committed-to-100-renewable-power-and-have-joined-re100/

Moving to Delivery: The big opportunity for GHG reductions lies in the value
chain

Most companies with SBTs commitments are already tackling scope 1 and 2, while Scope 3 action is still limited: but
value chains present the largest source of emissions, as well as the greatest GHG — and risk- reduction opportunity.

The GHG protocol categorizes
a company’s GHG footprint
into three different scopes:
Scopes 1, 2, and 3.

@Be 00

SCOPE 1 SCOPE 2
emissions are direct emissions are indirect
emissions from owned or emissions from the

controlled sources. generation of purchased
energy.

Source: GHG Protocol, adapted by BSR
#BSR

DOWNSTREAM

UPSTREAM

00

SCOPE 3

emissions are all indirect emissions (not
included in scope 2) that occur in the value
chain of the reporting company, including
both upstream and downstream emissions.
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Moving to Delivery: The big opportunity for GHG reductions lies in the value
chain

“According to CDP, emissions along upstream value chains
Understanding and rethinking

are 5 5X greater than a company’s scope 1 and 2 value chains is:

emissions.”

« The only way to deliver the
needed science-based GHG
reductions in the 2020s

Emissions from
value chain
(Scope 3)

« Key to reduce risk exposure
and ensure business-
continuity

Emissions from
direct operations
(Scope 1 and 2)

Source: CDP supply chain

% BSR
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Approaches to Scope 3 emission
reductions




Value Chain SBTs Require a Combined Approach

Pioneering companies have piloted strategies to achieve their Scope 3 goals; but dealing with complex,
globalized value chains presents challenges. Combining different approaches is essential to deliver a full
value chain GHG reduction potential.

Engage with suppliers or customers to
act on their scope 1 & 2

Prerequisites: Choose low-emission suppliers

 Understand
Value Chain

Eco-design and circularity

* Leverage
value chain
collaboration

Shift to Low-carbon Alternative Materials/
Product Innovation

"% BSR 13




Scope 3 emissions have traditionally been cascaded from tier to tier

A traditional Scope 3 reduction approach targets first GHG emissions at direct suppliers (Tier 1). These
suppliers in turn activate their relationship with their suppliers to tackle their emissions.

Requesting GHG Requesting GHG Potential GHG Project
Reduction Reduction to Be Identified

works best in combination with

Suppliers i CO2 PROJECT 1
Engagement - / TIERX other approaches:
TIER1

I_} ><: TIER X+ CO2 PROJECT 1 ‘]) It does not necessarily
‘ ﬁ >< focus on the greatest GHG

TR || EeArRGIEE reduction potential

>< nEe [ 2) Itloses effectiveness if

CO2 PROJECT 1 buyers have |Im|ted
i purchasing power

TIER1
g TIER 1

COMPANY




The importance of product-related emissions

Product-related emissions (upstream and downstream) have a large impact, from sourcing materials to
product use. Eco-design and circularity approaches can play a key role in achieving GHG targets.

COMPLETING THE PICTURE: TACKLING THE OVERLOOKED EMISSIONS

 Beyond RE and efficiency at supplier level,

TOTAL CURRENT . .
EMISSIONS there is a large opportunity to reduce
e JEMISSION product-related emissions
ﬁ_,/ E{:F.EEEEE“;” : - From material innovation, to waste reduction
| postc amaaimmum S and increased recycling, several emission
f | ECONOMY . Sy .
| 559 45% | - reduction opportunities exist across sectors
I EMNERGY PRODUCTS
\ 55%
EMERCING « For both upstream and downstream value
“x\ | CARBON chains, no company can do this alone. It is
- AND DIET about innovating business models and
\\\H SHIFT . .
~—_ B ~_ collaborating across the chain.

. ZERD EMISSIONS



https://www.ellenmacarthurfoundation.org/assets/downloads/Completing_The_Picture_How_The_Circular_Economy-_Tackles_Climate_Change_V3_26_September.pdf

BSR’s Reverse Sourcing Approach




Delivering SBTs: BSR’s 3 steps approach to Value Chain emissions

Regardless of the SBT target set*, achieving supply chain decarbonization goals requires urgent,
targeted action to reduce emissions and strong collaboration both internally and externally. BSR
suggests an approach in three steps to deliver fast GHG reductions at scale, achieve a company climate

target and thrive in the long-term:

< ) Map the Value Chain and Develop a
L) “Reverse Sourcing” Approach

L\\ Demonstrate Emissions Reductions
through Pilot Projects

o?g'?o Scale Up through Engaging Value Chain
oo Partners and Peers

17
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Value chain mapping: understand the value chain GHG reduction potential

Start by fully understanding your value chain and identify the largest GHG reduction potential — and
concentrate on what can be further optimized.

Upstream Scope 3

1. Understanding the Chain

i

» Different tiers of suppliers ﬁlﬁj cs\ / _

« Connection among players ey, \ /\ \
{g /SF‘LITTER

g
« Key materials and their origins MiLLS e iﬁH
f%fe / ﬁﬁ.—ﬁ &?ﬁ =

REFINERIES OLEO-CHEMICAL

2. Identify GHG hotspots

Fe AN, /
e \gﬁ

» Recognize the most GHG intense
processes and materials.

PALM OIL

o

y ERUSHERS OLEO-CHEMICAL .
3. Identify GHG hotspot with largest o oo SO _I_)g_)o
QO=——0

Reduction Potential

reduction potential

Poor Carbon Reduction Potential
+ Already Optimized

* The greatest reduction potential may not
be the most obvious!
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Reverse Sourcing Approach

A Reverse Sourcing approach targets GHG reduction potential as a starting point, to engineer the most
appropriate solutions in the value chain, ranging from raw materials projects to product innovation.

"Reverse sourcing is not
necessarily a complex
approach. Nevertheless,
it requires a shift of
mindset and strong
partnerships

along the supply chain”

GHG Expert to Support Process

| (€ 1]
o (& _1iii]
N
’ e~

GHG EXPERT

‘ Identification of GHG Reduction Potential at Upstream Supply Chain l

Assess GHG

= Reduction
s TIER WITH
E == INTERMEDIATE INTERMEDIATE INTERMEDIATE MAIN GHG
TIER TIER TIER POTENTIAL

COMPANY _ . Implement
Identification of Supply Chain Partners/Physical GHG Reduction Activities

Sourcing/Business Model

Identification of Implementation Partner to Develop Activities

IMPLEMENTATION
PARTNERS
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Demonstrate pilot projects to reduce GHG emissions through collaboration

Close collaboration with peers and value chain participants are pivotal to successfully set up pilot projects to
reduce GHG reductions.

2= &

Identify high-potential pilots Dialogue and Identify partners Deploy pilots

» Discover and implement a set of » For each project identify, gather, » Think through responsibility for
relevant, high-potential GHG and encourage partnerships among emissions reductions
emissions reduction projects on different value chain players

* Pilots should demonstrate

» Adequate engineering of long-term significant emission reductions
collaboration resulting in fair
distribution of benefits

different aspects in the value chain,
e.g. alternative materials, R&D,
product innovation

» Ensure no unintended side-effects
on other social and environmental
issues (human rights, gender
equality etc.)

£ BSR 20




Scale up in collaboration with value chain participants and peers

The pilots will provide learnings on how to best scale up GHG reductions. A stakeholder engagement
phase will follow, to onboard internally and externally; build appropriate engagement and procurement
strategies, to deliver effective GHG reductions on a large scale; and achieve SBT goals.

-
oo

IV

Showcase GHG reduction from Define large-scale GHG reduction Engage value chain stakeholders to
pilots strategies with value chain parties scale up GHG reductions

» Reflect and exhibit the learnings « Strategize with internal » Recognize and acknowledge efforts
from the pilot. stakeholders (e.g. procurement, by other parties

marketing, finance), peers and

value chain members.

* If needed, tweak and adjust the » Scale effort collectively

projects according to findings

£ BSR 2!




Q&A




Thank You

BSR™ is a global nonprofit organization that works with its network of more
than 250 member companies and other partners to build a just and
sustainable world. From its offices in Asia, Europe, and North America,
BSR™ develops sustainable business strategies and solutions through
consulting, research, and cross-sector collaboration.

www.bsr.org
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https://twitter.com/bsrnews
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