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In the race against time to cut
emissions, companies’ supply
chains are key
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he question of how the hundreds of companies that
have set net-zero commitments are actually going to deliver
on them has taken on greater urgency in the wake of UK
Met Office’s recent assessment that there is an even chance
global temperatures will overshoot the “safe” limit of 1.5C in
the next five years.

According to the Science Based Targets initiative (SBTi)
1,373 companies have had emissions reduction plans
approved as being in line with the science of climate change,
which calls for emissions to be halved globally by 2030.
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With some 80-90% of emissions

in corporate supply chains and in
consumer use of their products,
what is known as Scope 3
emissions, supply chains are where
the greatest potential impact lies

But talk, and targets, are cheap, and there are concerns
that companies that are voluntarily setting targets could
undermine the global effort to address climate change if it
becomes a substitute, rather than a spur, for decisive action
to cut emissions.

As UN Secretary General Antonio Guterres said at an
inaugural meeting of a new high-level expert panel to

develop clearer standards for net-zero, “The world is in a
race against time. We cannot afford slow movers [or] fake
movers.”

At Reuters Events recent sustainable business conference
in New York, speakers and delegates spent two days
getting into the weeds of some of the issues that US
companies are grappling with as they seek to deliver on their
decarbonisation commitments.

With some 80-90% of emissions in corporate supply
chains and in consumer use of their products, what is known
as Scope 3 emissions, supply chains are where the greatest
potential impact lies.

Indeed, with the SEC including Scope 3 emissions in its
newly announced proposals for climate risk reporting, it's an
area that no large listed U.S. company can afford to ignore.

But venturing into those vast supply chain hinterlands is
fraught with complexity, not to mention reputational and
operational risk if companies get it wrong. As Rich Lesser,
global chair of Boston Consulting Group, told delegates in
one of the opening sessions: almost 90% of BCG's 13,000
clients reported last year that they were not on track to meet
decarbonisation goals for their own operations that they set
five years.

So little wonder that companies are at sea when it comes
to the prospect of delivering on the far bigger challenge of
cutting Scope 3 emissions.

Barry Parkin, chief procurement and sustainability
officer of Mars Inc, outlined the scale of the challenge in
delivering its climate commitments, explaining that Mars’
carbon footprint is 30m tonnes of CO2, comparable to that
of a medium-sized country. Of that, 95% is outside of its >
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control, embedded in the goods and services it sources from
20,000 suppliers.

“Three years ago, we surveyed our top 200 suppliers and
asked if they'd set a science-based target for greenhouse gas
emissions. Only 20 had. That's pretty frightening, because
their footprint is in our footprint,” he said in one session.

Last April, Mars launched an initiative with spice and
flavours giant McCormick and Company, and Pepsi Co
offering their biggest suppliers support and education in
setting science based climate targets. The initiative, Supplier
Leadership on Climate Transition, last month announced
that another nine companies had since joined, including the
Coca-Cola Company, Estée Lauder, General Mills, Keurig
Dr Pepper, Mondeléz International, and Nestlé, while
1,200 representatives from 400 supplier firms are now
participating.

Today 80 of Mars’ top-tier suppliers, accounting for 25%
of its footprint, are now on the path to setting science-based
targets, Parkin said.
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Trust is a major barrier to
partnerships, and that doesn’t
come easily.... when you come to
a difficult issue to solve, you come
together. | now talk to my peers in
these companies every week, and
that didn’t happen 10 years ago

“The scaling potential is huge. If we engage a few hundred
suppliers, and they engage their suppliers” it could reach
hundreds of thousands of companies, Parkin said. “That’s
what the world needs. There are only 1,000 companies that
have set net-zero targets but we need millions to do that.”

Mars has also been working directly with its competitors
on driving sustainability improvements in the cocoa supply
chain for the past eight years as part of the World Cocoa
Foundation, which also includes governments, civil society
groups and cocoa-growing communities.

“Trust is @ major barrier to partnerships, and that doesn’t
come easily,” he said. “Over that time, we've had fights, and
breakdowns but we've built trust, so when you come to a
difficult issue to solve, you come together. ... | now talk to
my peers in these companies every week, and that didn’t
happen 10 years ago.”

Michael Okoroafor, chief sustainability officer of
McCormick, said McCormick strikes partnerships with
organisations like USAID and CARE in the countries where it
sources its ingredients to help improve social outcomes and
the resilience of smallholder farmers. It has set a 2025 goal
to source all of its ingredients sustainably.

“If you want to make an impact, you can’t go it alone.

You need to be able to bring these Mom and Pop farming
operations around the world, in places like India, Nigeria,
and Madagascar, along on the journey. ... The social license
(to operate) is more important than the legal licence.”

Okoroafor, who was himself raised in a village in
Nigeria, gives the example of the African island nation of
Madagascar, where 80% of the world’s vanilla is grown.

While vanilla is the second most expensive spice in the
world, after saffron, farmers typically live in abject poverty,
at the mercy of exploitative middlemen and lenders. After
a cyclone devastated the vanilla region in 2015, McCormick
partnered with USAID to help communities establish a
vanilla cooperative, allowing them to increase incomes by
selling directly to McCormick, and giving them access to
low-interest loans, cheap health insurance and education.
They have also been helped to gain Rainforest Alliance
certification for their crops.

“To me, that's an example of how you can really
symbiotically create impact, through partnerships with
NGOs. That's what the journey is all about, though we aren't
there yet.”

The need to be able to access and manage data to get a
grip on on supply chain emissions was another recurrent
theme during the two-day event.

Lesser of BCG said having accurate data in order to
set baseline CO2 emissions was critical, because
conventional emissions calculations are often off by as
much as 30%-40%. >
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“That’s a high risk for companies because it leads to
baselines that are off,” Lesser said. “If your baseline is too
high, you’ll show massive drops (in emissions). No one will
believe you, and you’ll lose credibility. If your baseline is too
low, you won’t show much progress unless you restate it
(your baseline). Then you’ll be accused of greenwash.”

He said BCG's CO2 Al tool applies artificial intelligence
across 80 different databases to help companies track and
measure emissions across their entire supply chains. In
March, BCG launched a partnership with SAP to integrate
CO2 Al in SAP’s business management software.
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Sustainability data should be
driving innovation in companies’
business models, not something
that is bolted on afterwards

Julia White, chief marketing and solutions officer for SAP,
said if companies are going to achieve decarbonisation
strategies, “sustainability strategy has to be as central as
any other business growth strategy”.

She said sustainability data should be driving innovation
in companies’ business models, not something that is
bolted on afterwards.

She gave the example of footwear and apparel brand
All Birds, which from the outset used sustainability data to
inform strategic decisions on everything from choosing raw
materials to how its products are delivered, and provides
carbon footprint information in its labelling.
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In another session, Stewart Lindsey, vice president for
corporate responsibility and sustainability at Campbell
Soup, outlined the challenge of reducing emissions in
agricultural supply chains.

He said Campbell had already been working on
sustainable agriculture targets for 10 years before it set
its science-based target this year, which includes cutting
emissions in its purchased goods and services and upstream
transport and distribution by 25% by 2030.

Campbell buys tomatoes and potatoes directly
from thousands of independent farmers, and has
success in helping them reduce their carbon footprint
through promulgating agricultural practices like drip
irrigation, Lindsey said. But it is intensive, one-on-one
work that would be difficult to replicate across its entire
supply chain.

“It's a very diverse industry, place-based and watershed-
and climate-specific,” he said. “It's thousands and
thousands of independent operators, each with slightly
different value propositions and business models.”

In order to drive decarbonisation efforts at a greater scale,
he said Campbell was working with its processor suppliers
on developing farm data management tools that can be
applied at regional level. Another solution is to source
more ingredients from farmers that are part of programs
like the California Almond Sustainability Program, which
seeks evidence that almonds are grown and processed with
sustainable practices.

“It can be part of an existing or potential consumer
message, but it's also part of a larger resilience story,”
Lindsey said. “Agriculture is a place-based thing. There's
potential climate risk from where things can be grown, and
how effectively they can be grown. Having more knowledge
of our supply chain is a positive.” @
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