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End-product manufacturers can have huge impact

Emissions split (CO.e, 2019)

Material producers End-product manufacturers

Supply chain
(Scope 3 29% 33%

upstream)
Power
(Scope 2)
Operations
(Scope 1)

Cement Mining Textiles Electronics Automotive Fashion

Steel Agriculture  Chemicals Construction Food FMCG

Note: Companies selected based on no. of reported Scope 3 upstream categories; FMCG = Fast-moving consumer goods
Source: CDP, BCG



End-product manufacturers can pay more for abatement

Net income per ton of emissions (€/t CO,e Scope 1+2+3 upstream, 2019)

Material producers
End-product manufacturers

Cement Textiles Mining Chemicals Steel Agriculture
Construction Fashion Electronics FMCG Auto Food

Note: Analysis based on companies selected on number of reported Scope 3 upstream categories and industry fit; FMCG = fast-moving consumer goods
Source: CDP, BCG 2



Supply chain action also addresses ‘imported emissions’

Top 20 global CO, export flows (Mt CO,, 2015)

EU &% China
India
Latam °
ASEAN

Note: Excluding mining activities and services
Source: OECD Trade in Embodied CO, Database (TECO2), BCG 3



8 supply chains are responsible for >50% of global emissions
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Note: Only selected value chain steps shown here, value chain steps not shown at scale; FMCG = fast-moving consumer goods



Eight levers to implement across supply chains

Average costs

Maturity

Circularity/recycling
Material & process efficiency

Renewable power

< €10/t CO,e

Renewable heat
New processes (e.g., H, for steel)

Nature-based solutions

€10-100/t CO,e

Fuel switch

Carbon capture

Note: Costs are indicative and refer to average values in 2030



We can abate ~40% emissions at very low cost

Share of abatement lever cost by value chain (%)

40 35
55
40
55
30 30
20
15 15 10

40%

< €10/t COe

40%

65 €10-100/t CO,e
25
20
5 15
Fashion Auto Electronics Prof. Services FMCG  Construction  Food Freight

Note: Indicative shares for each value chain; FMCG = fast-moving consumer goods; Freight includes aviation, shipping and heavy road transport



Full decarbonization has low impact on end price

Automotive Fashion Electronics

oo

A

<€500 <€1 <€5Hk <€3

<2% avg. cost <2% avg. cost <4% avg. cost <3% avg. cost <1% avg. cost
increase on a increase on a increase on a increase on a increase on a
€30k car €40 pair of jeans €20 shopping basket €150k home €400 smartphone

Note: Prices are indicative for each product/ basket 7



9 steps to decarbonize supply chains



9 steps to decarbonize supply chains

CREATE
TRANSPARENCY

o Build emissions baseline,
share data with suppliers

Set targets on Scopes
1-3 and report progress

_Q

T @I}L:Q Carlsberg uses supplier-specific data for an accurate view on emissions



9 steps to decarbonize supply chains

OPTIMIZE
FOR CO,

9 Re-design products
for sustainability

Design sourcing strategy
? for sustainability

/}".'/

.‘"t = ; » (/,/ /
T eIl Tesla re-designed cars to save wg% extend battery reach



9 steps to decarbonize supply chains

ENGAGE
SUPPLIERS

6 Impose standards and
track performance

Work with suppliers to
? address their emissions

? a DSM pushes for renewable power‘among suppliers and educates via webinars

: :



9 steps to decarbonize supply chains

PUSH THE
ECOSYSTEM

0 Join ‘buying groups’ to
scale green demand

Engage with peers, gov't,
? investors & customers
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9 steps to decarbonize supply chains

ENABLE YOUR ORGANIZATION

Introduce a low-carbon governance to align internal incentives and empower your organization

? Dell introduced ‘Sustainability Champions' to procurement mgrs. to engage on supplier accountability



9 steps to decarbonize supply chains

CREATE OPTIMIZE ENGAGE PUSH THE
TRANSPARENCY FOR CO, SUPPLIERS ECOSYSTEM

0 Build emissions baseline, 9 Re-design products 9 Impose standards and o Join ‘buying groups’ to
share data with suppliers for sustainability track performance scale green demand

Set targets on Scopes Design sourcing strategy Work with suppliers to Engage with peers, gov't,
? 1-3 and report progress ? for sustainability ? address their emissions ? investors & customers

ENABLE YOUR ORGANIZATION

Introduce a low-carbon governance to align internal incentives and empower your organization

14
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See here to download
the full report:

www.weforum.org/reports/
net-zero-challenge-
the-supply-chain-
opportunity




