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About The Climate Board
The Climate Board’s mission is to accelerate business action on climate change. We do this by empowering 
corporate executives with practical, cost-effective solutions to climate and sustainability challenges.  We lever-
age the experience and insights of industry practitioners, then add our own research and analytical expertise to 
provide implementable best practices, decision-support tools, and actionable data.  The result is authoritative 
and timely guidance that produces superior climate outcomes.

In a world dramatically disrupted by climate change, there is an urgent need to rapidly reduce the greenhouse 
gas emissions that drive global warming. Our work helps them absorb and synthesize the torrent of climate infor-
mation and act swiftly and decisively.  Companies that dramatically reduce GHG emissions and address climate 
impacts while meeting financial targets will win investors, customers, and talent.  

For more information, visit www.theclimateboard.com

About Textile Exchange
Textile Exchange is a global nonprofit that creates leaders in the sustainable fiber and materials industry. The 
organization develops, manages, and promotes a suite of leading industry standards as well as collects and pub-
lishes vital industry data and insights that enable brands and retailers to measure, manage, and track their use of 
preferred fiber and materials.

With a membership that represents leading brands, retailers, and suppliers, Textile Exchange has, for years, been 
positively impacting climate through accelerating the use of preferred fibers across the global textile industry and 
is now making it an imperative goal through its 2030 Strategy: Climate+. Under the Climate+ strategic direction, 
Textile Exchange will be the driving force for urgent climate action with a goal of 45% reduced CO₂ emissions 
from textile fiber and material production by 2030. 

To learn more about Textile Exchange, visit TextileExchange.org. 
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1. The Fashion & Textile industry is rapidly moving to include supply chain emissions in carbon reduction 
goals.

a. Recognizing that more than 90% of emissions come from indirect (Scope 3) sources, fashion and 
textile companies are stepping up efforts to partner with supply chain companies to develop innova-
tive ways to reduce GHG emissions.

b. All study participants plan to incorporate Scope 3 emission reductions in their climate change strate-
gies, with approximately half implementing explicit goals, often in the form of Science-Based Targets.

c. Fiber strategies play a central role in company efforts to become more sustainable, and companies 
that directly link fiber strategies to GHG targets show more significant reductions in GHG emissions.

 

2. The Fashion & Textile industry is not on track to achieve Scope 3 emissions goals.
a. Early evidence indicates as many as 2/3 of brands and retailers that have announced Scope 3 targets 

are not on track to achieve absolute Scope 3 emission reductions.
b. While there has been significant progress in reducing Scope 1 and 2 emissions in the Fashion & Tex-

tile industry, these represent less than 10% of total emissions for brands and retailers.
c. Several companies have started mobilizing to reduce Scope 3 emissions. Still, few have begun to 

achieve reductions commensurate with Science-Based Targets or Textile Exchange’s Climate+ goal of 
45% reduction in the pre-spinning phase of textile fiber and material production.

ACCELERATING 
PROGRESS ON 
THE CLIMATE 
JOURNEY

EXECUTIVE SUMMARY
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3. The aggressiveness of publicly announced goals is not correlated with actual carbon reductions. 
a. Companies are under pressure from stakeholders, notably ESG-oriented investors, to commit pub-

licly to aggressive climate goals. We observe a goal paradox in that the data does not demonstrate 
a strong correlation between setting bold goals and reducing GHG emissions, particularly when it 
comes to progress toward Scope 3 reductions.

b. While setting goals is not a necessary or sufficient condition to enable GHG reductions, it can be 
helpful to mobilize action when tightly tied to tactical activities.

c. Even companies that have not publicly announced bold Scope 3 emission goals have succeeded in 
accelerating GHG reductions to match their goal-setting counterparts. These companies characteris-
tically define their core mission around sustainability 
 

4. Fiber strategies that incorporate a more sophisticated understanding of GHG emissions related to fiber 
and material choices achieve better results than those that use more simple definitions of sustainable 
fiber.

a. Companies that use loose definitions of “sustainable fibers” are often disappointed when they 
achieve “sustainable fiber” adoption goals but barely move the needle on GHG reductions.

b. Companies that explicitly link their definition of “sustainable fibers” to lower GHG-emitting inputs are 
more effective in driving Scope 3 emission reductions.

 

5. Shifting to supply that progresses along Textile Exchange’s Preferred Fiber and Materials Matrix is statis-
tically correlated with lower Scope 3 emissions.

a. Although the classifications do not explicitly focus on GHG impact, companies that adopt the pre-
ferred fibers classified by the matrix generate more GHG reductions.

b. The discipline of adhering to standards and focusing on the details of adoption drives organizations 
to more significant GHG reductions and better sustainability performance overall.

 

6. Companies are experimenting with a wide range of methods to reduce fiber- and material-related emis-
sions, acting as a broad, multi-faceted climate solutions laboratory.

a. There isn’t a magic bullet but many little details that people are experimenting with, and some are 
more successful than others.

b. The climate journey can be divided into phases, each of which builds on and extends reach and 
activities:
i. Defining GHG-Reduction Success
ii. Mobilizing the Organization
iii. Transforming the Supply Chain
iv. Extending Impact

c. Each stage of the journey has hurdles, or friction points, that slow progress. Companies that address 
these friction points systematically have shown accelerated strides in transitioning to preferred fibers 
and materials and reducing GHG emissions.
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JOURNEY STAGE ONE 

DEFINING 
GHG-REDUCTION 
SUCCESS

Effective practices translate high-level strategic 
environmental objectives to internal goals and 
methods that drive behavior change.
 
 

Successful practices:

a. Top-Down Fiber Mandates address alignment 
issues by determining the mix of fiber and material 
necessary to achieve GHG reduction goals cen-
trally and cascading quantifiable KPIs on the target 
mix to design and operational units.

b. Bottom-Up Goal Linking achieves goal alignment 
by empowering decision-making teams with tools 
that facilitate scenario analysis and selection of 
low-carbon fibers and materials. 

c. Graduated Targets for Fiber and Materials drive 
advancement in goals overtime to meet larger 
objectives and adapts targets in ways that mean-
ingfully impact behavior by unit, brand, or function.

d. Long-Range Carbon Intervention Budget takes 
budgeting beyond the annual cycle by establishing 
longer-term resourcing commitments to support 
larger and longer-term carbon abatement activities.

FRICTION POINTS
• Internal fiber and material 

goals are not demonstrably 
linked to carbon 
reductions. 

• Carbon reduction is a long-
term endeavor supported 
by short-term processes. 

• Goals are too generic to 
keep pace with long-term 
objectives.

9



JOURNEY STAGE TWO 

MOBILIZING 
INTERNAL 
RESOURCES 

Best practices ensure everyone in the organization 
has the knowledge, information, and empowerment 
to make the right carbon-conscious decisions. 

Successful practices:

a. One-on-One Board Education creates a 
two-way, ongoing communication that 
equips Board members with a more pro-
found understanding of climate change, 
sustainability, and the impact of their com-
pany’s activities and decisions. 

b. Sustainability Champions spearhead sus-
tainability efforts and help ingrain a sustaina-
bility mindset throughout their teams. 

c. Product Level Carbon Budgets sets explicit 
limits on the amount of GHG emitted in each 
stage of development, production and dis-
tribution for each product line.

d. Carbon Pricing (Internal and Shadow Pric-
ing) helps decision-makers integrate carbon 
impacts explicitly into their decision-making 
processes.

FRICTION POINTS 
• The drive for better GHG intensity 

measures for fiber and materials 
results in “analysis paralysis.” 

• People lack sufficient knowledge 
to make the right changes.  

• Organizational efforts are 
fragmented because of 
operational and information silos. 

• Carbon impact is not integrated 
in decision analysis.
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JOURNEY STAGE THREE

TRANSFORMING 
THE SUPPLY 
CHAIN 

Companies that cultivate deep relationships 
and provide support within their supply chains 
to address climate-change challenges are 
transforming the industry. 
 

Successful practices include:

a. Sustainability Veto puts environmental and so-
cial concerns on equal footing to cost, value, 
and quality in selecting suppliers. 

b. Supplier Commitment to Science-Based 
Targets extends corporate commitments into 
the upstream supply chain to drive down GHG 
emissions.

c. Renewable Energy Support for Supply Chain 
facilitates the transition of suppliers to renew-
able energy by providing financing to ease the 
financial burden of making the transition. 

d. Carbon Insets can help aggregate financial 
support for more significant and longer-term 
projects in organizations’ direct supply chain, 
or the broader supply shed, driving more com-
prehensive industry transformation.

FRICTION POINTS 
• Supplier goals, practices, and 

constraints are opaque to their 
purchasers. 

• Supplier relationships 
traditionally focused on 
cost and quality rather than 
sustainability. 

• Large-scale, transformational 
transitions require large-scale 
investments .
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JOURNEY STAGE FOUR 

EXTENDING 
IMPACT  

While the focus of this study was practices 
related to fiber and materials for Scope 1, 2, and 3, 
The Climate Board also took a snapshot of a few 
practices that complement, extend, and further 
accelerate climate impact.

FRICTION POINTS 

• Nature and pace of 
government policy is highly 
variable and unpredictable. 

• Financing mechanisms lag 
the pace of innovation and 
demand for suitable financial 
vehicles. 

• The timeline for R&D/approval 
of new developments is long.

Succesful Practices include: 

a. Field, Farm, and Forest Interventions 
jump the long and complex queue of 
intermediate suppliers, adding another 
critical lever in the push to move Scope 3 
emissions. 

b. Financial Market Innovations focus on 
extending impact beyond the supply chain 
to mobilize capital and accelerate change.

c. New Business Models are the emerging 
experiments to advance sustainability and 
circularity in fashion and textiles.

12



“What’s past is prologue.” That immortal line in Shake-
speare’s The Tempest suggests that fundamentally 
changing a trajectory is difficult, if not impossible, 
given the heavy sway of history and practice. But the 
carbon past can’t be a mere prologue for the fashion 
and textiles industry, given the climate Tempest that is 
upon us. And leaders in the industry know it.

Many companies have made ambitious commitments 
to reduce greenhouse gas emissions and are devising, 
testing, and implementing innovative ways to fulfill 
those commitments. As a leading driver of change in 
the industry, Textile Exchange has challenged its mem-
bers to achieve a 45% reduction in GHG emissions 
for material and fibers by 2030 through its Climate+ 
initiative.

Our industry is embarking on a long, difficult, and 
consequential journey to change the current climate 
trajectory from one defined by massive carbon emis-
sions to one defined by low carbon and sustainability. 
The Climate Board worked in partnership with Textile 
Exchange to identify and share insights into how 
companies can accelerate current efforts to reduce 
emissions from materials and fibers, which constitute 
roughly 25% of total industry emissions. 

The Climate Board interviewed nearly forty leading 
brands, retailers, and suppliers and conducted in-
depth industry research. This report sets forth our 
findings on the challenges and practices that acceler-
ate progress.

PROLOGUE
THE NEED 
FOR 
SPEED
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SCOPE 1 + 2

SCOPE 3

Use of Sold 
Products
21%

Purchased Goods and Services
54%

Transport and 
Distribution
9%

Other 
Categories
11%

5%

COMPOSITION OF EMISSIONS
APPAREL & TEXTILE COMPANIES   n = 15

Figure 1: Fiber and material constitute approximately 25% of textile industry emissions

SOURCE: THE CLIMATE BOARD ANALYSIS OF CDP WORLDWIDE DATA, 2021

Participants indicate that 
fiber and material purchases 

make up roughly half of PG&S 
emissions, or 25% of total 

GHG emissions

Fiber and Material
25%
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It seems that every day, anoth-
er company announces a new 
commitment to some form of 
emissions reduction, often through 
the Science-Based Targets Initia-
tive (SBTi). The momentum is in 
the right direction and increas-
ing. On a global level, SBTi now 
has 801 companies committed to 
science-based targets and 1,602 
companies that are “taking action.” 

There is some bad news, howev-
er. According to a recent analysis 
from the Climate Action Tracker, on 
a global level, there is a “yawning 
gap” between existing pledges and 
the level of activity that would be 
necessary to cap global warming at 
1.5°C. 

There are many reasons for the 
gap, but the lack of wide-scale 
adoption of meaningful climate 
actions across all industries is chief 
among them. Some companies are 
greenwashing, some greenwishing, 
some abdicating responsibility for 
taking any real action, and some 
even lobbying against policies that 
would require real movement. But the tide is turning 
– as climate change increasingly creates catastrophic 
droughts, fires, and floods, nations, and companies 
are coming around. And as investors, regulators, 
employees, and executives demand progress, climate 
action laggards will become business laggards. 

Organizations have a lot to teach each other about 
how to reduce emissions and do business more 
sustainably. Thousands of corporate experiments are 
blooming that provide companies with better knowl-

edge and tools to address the climate challenge effec-
tively, and by sharing successes and failures, we can 
accelerate progress. 

In the fashion and textiles industry, we see meaningful 
and growing adoption of advanced climate practic-
es. As of July 2021, 89 companies have committed to 
action or set targets that are vetted and approved by 
SBTi. A broader group has made some form of GHG 
reduction commitment. Figure 3 shows the increased 
pace of commitments.

ADOPTION OF GOALS AND SCIENCE-BASED TARGETS IS ACCELERATING

SOURCE: ADAPTED FROM CLIMATE ANALYTICS AND NEW CLIMATE INSTITUTE 2021

1˚C

2˚C

3˚C

PRE-INDUSTRIAL AVERAGE0˚C

WE ARE HERE
1.2˚C WARMING in 2020

1.5°C PARIS AGREEMENT GOAL

OPTIMISTIC TARGETS
2.0°C

PLEDGES + TARGETS
2.4°C

CURRENT POLICIES
2.9°C

PROJECTED GLOBAL TEMPARTURE INCREASE BY 2100
as of May 2021

Figure 2: Current climate pledges are insufficient to 
meet 1.5⁰C Paris Agreement
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The trend is encouraging, but there is a 
long way to go. According to proprietary 
research by The Climate Board, the 89 
companies that have set or committed to 
SBTi targets only represent 20% of reve-
nues in the industry as a whole. 
  

The current arc of climate change leads to 
disaster for companies, economies, and 
humankind. But past is not prologue, and 
Textile Exchange, its members, and many 
others are working to bend the arc of textile 
history towards sustainability. 

Figure 3: Commitments to science-based targets are accelerating in textile-related industries

SOURCE:THE CLIMATE BOARD ANALYSIS OF SCIENCE BASED TARGETS INITIATIVE DATA, 2021

SBTI COMMITMENTS & TARGETS
Textiles, Apparel, Footwear, and Luxury Goods Companies

Figure 4: While several industry leaders forge ahead 
with Science-Based Targets, the vast majority of 

industry players lag behind

SOURCE: THE CLIMATE BOARD ANALYSIS OF STATISTA AND SCIENCE BASED 
TARGETS INITIATIVE DATA, 2021
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For many years, apparel and textile companies 
geared their efforts toward reducing Scope 1 and 
Scope 2 emissions. We found leading companies 
have shifted significant attention to Scope 3, which 
is a hugely positive step. Extending reduction efforts 
to Scope 3 emissions is both urgent and complex 
– urgent because Scope 3 represents 95% of the 
industry’s emissions and complex because they are 
a part of an intricate web with many participants and 
contributors. The upstream supply chain responsible 
for the bulk of Scope 3 emissions also creates the 
most significant dependencies and vulnerabilities for 
textile and apparel companies, whether it is cotton 
farms or cashmere goat herds.

SCOPE 3 EMISSIONS REDUCTIONS LAG TARGETS

“Given the…sector’s reliance on 

high quality raw materials, we 

must understand the potential 

vulnerabilities that climate 

change will pose to them and be 

proactive in building resilience 

across our supply chains.” 

CHIEF SUSTAINABILITY OFFICER
MULTINATIONAL BRAND

PURCHASED 
GOODS

+ SERVICES

CAPITAL
GOODS

FUEL + ENERGY
ACTIVITY

TRANSPORTATION
+ DISTRIBUTION

WASTE GENERATION
IN OPERATIONS BUSINESS

TRAVEL
EMPLOYEE

COMMUTING
LEASED
ASSETS

UPSTREAM

TRANSPORTATION
+ DISTRIBUTION

PROCESSING
OF SOLD

PRODUCTS

USE OF
SOLD PRODUCTS END OF LIFE

SOLD PRODUCTS
LEASED
ASSETS FRANCHISES INVESTMENTS

DOWNSTREAM

Figure 5: Scope 3 emissions are varied and challenging to measure. 
SOURCE: GREENHOUSE GAS PROTOCOL

 COMPONENTS OF SCOPE 3 EMISSIONS
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Figure 6: The textile industry must accelerate Scope 
3 progress to achieve goals.

SOURCE: THE CLIMATE BOARD ANALYSIS OF PUBLICLY DISCLOSED DATA

Reduced 
emissions

> 4.5%

Increased 
emissions

Reduced 
emissions

< 4.5%

CHANGE IN SCOPE 3 EMISSIONS, 2018-2019
Sample n=16

Data indicates the textile industry is not on pace to meet the Climate+ goals of Textile 
Exchange. The Climate Board sampled 16 leading textile companies and found eleven 
were not on pace to achieve the needed GHG reduction of roughly 4.5% annually. 

Even for leading companies, the shortfall mainly derives from the difficulty of iden-
tifying, measuring, and managing the Scope 3 emissions that constitute 95% of 
the total. Even visible management support, aggressive goal setting, cutting-edge 
approaches, and vigorous implementation efforts have yet to move the needle signif-
icantly. As a result, executives need new capabilities to address Scope 3 emissions. 
Many of the practices in this report address the Scope 3 puzzle.
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Despite the enormity of the climate challenge, there is 
much good news in the fashion and textiles industry. 
Every company engaged by The Climate Board for this 
research is undertaking substantive actions to reduce 
greenhouse gas emissions and address the impacts of 
climate change. Their efforts span internal and exter-
nal constituencies, address many issues that impact 
emissions, and build progress toward carbon neutrality.
 
This study breaks the climate journey into four com-
ponents: defining GHG-reduction success, mobilizing 
internal resources, transforming the supply chain, and 
extending impact externally (Figure 7).  We believe 
addressing all of these using a whole-of-business 
approach is critical to achieving absolute carbon emis-
sions reductions commensurate with the aggressive 
goals set by corporate leaders and industry bodies. 
Here we will focus primarily on the first three, with a 
particular emphasis on fibers and materials. Best prac-

tices in mobilizing external action will be the subject of 
future research. 

One study participant has consistently driven down 
carbon intensity per unit of output – a substantial 
achievement but insufficient to ensure an overall 
reduction in emissions as units increase. They chal-
lenged, “How can a company reduce absolute GHG 
emissions and grow at the same time?” The answer 
is simple and vexing: they can’t, alone. With Scope 
3 constituting the vast bulk of emissions for fashion 
and textiles companies, activities need to reach well 
beyond the boundaries of an organization, with goals, 
targets, and transitions extending both upstream and 
downstream throughout the value chain. This senti-
ment expands “it takes a village” to its ultimate end: it 
takes everyone – suppliers in every tier, manufactur-
ers, retailers, consumers, financial markets – working 
together toward the same objectives to get there.

FRICTION POINTS
IMPEDIMENTS TO 
ACCELERATING 
GHG REDUCTION
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Figure 7: Companies must take a whole-of-business approach by extending beyond their 
organizations to achieve climate goals.

Adding to the challenge is the short-term competitive 
disadvantage that organizations that aggressively 
pursue climate action find themselves in. Emissions 
reduction activities, preferred materials, and financing 
of transitions can be costly in ways consumers may 
not be able or willing to bear. Industry leaders are sub-
sidizing these activities, explicitly or implicitly, because 
it’s the right thing to do and based on the well-founded 
belief that these activities will ultimately enable them 
to:
• Capture customer share as consumers increas-

ingly demand sustainable characteristics in their 
apparel,

• Adapt more readily to increasingly strict regula-

tions globally, 
• Attract more capital from climate-conscious inves-

tors, and 
• Increase resilience to ever-more-frequent cata-

strophic climate events. 

As with all areas of innovation, costs over time can be 
expected to decrease as emerging technologies and 
techniques become standard, but the urgency of cli-
mate change remains immutable. Leaders who identify 
and adopt best practices now will help mitigate climate 
disasters and ultimately benefit from competitive ad-
vantages in multiple areas. In contrast, laggards on the 
climate journey will lose over the longer term.

PRIMARY FOCUS OF 
THIS STUDY

WHOLE OF BUSINESS
APPROACH
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THE CLIMATE SOLUTIONS LAB

No one has all the solutions to the climate crisis. 
Innumerable experiments are going on in organizations 
large and small – a dynamic, distributed, global climate 
solutions testing lab. The participants in our study are 
the experimenters, driving discovery and innovation 
within their organizations and beyond. Our objective 
is to harvest the findings of their experiments, identify 
effective practices in reducing emissions, and share 
these outcomes to drive collective action and acceler-
ate progress. 

Our research was broadly interested in how organiza-
tions are mobilizing to set and achieve GHG reduction 

goals. We investigated several topics and their ability 
to drive climate action:
• Organizational design and structures
• Goals and goal-setting processes
• Fiber strategies
• Carbon measurement approaches, metrics, and 

reporting practices
• Resource allocation and budgeting for climate-re-

lated efforts

Our discussions revealed several friction points – con-
ditions and behaviors that impede rapid GHG reduc-
tion. For example:

In each section of this study, we elaborate on the fric-
tion points in each component of the climate journey 
and share practices that ease the friction and drive 
progress. 

Experimentation always begets more questions. We 
conclude with a summary of the top-of-mind ques-

tions and challenges for fashion and textiles industry 
leaders. These will drive the next generation of exper-
iments in the global climate solutions lab and define 
future research by The Climate Board.

Figure 8: Companies encounter friction points in each stage of the climate journey.

DEFINE
 SUCCESS

Internal fiber and material goals are not demonstrably linked to carbon reductions
Carbon reduction is a long-term endeavor supported by short-term processes 
Goals are too generic to keep pace with long-term objectives

MOBILIZE 
INTERNALLY

The drive for better GHG intensity measures for fiber and materials results in “analysis paralysis”
People lack sufficient knowledge to make the right changes 
Organizational efforts are fragmented because of operational and information silos
Carbon impact is not integrated in decision analysis

TRANSFORM 
SUPPLY CHAIN

Supplier goals, practices, and constraints are opaque to their purchasers 
Supplier relationships traditionally focused on cost and quality rather than sustainability
Large-scale, transformational transitions require large-scale investments

EXTEND IMPACT
Nature and pace of government policy is highly variable
Emerging financial needs lead financial market innovations
The timeline for R&D/approval of new developments is long
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JOURNEY STAGE ONE: 
DEFINING 
GHG-REDUCTION 
SUCCESS



FRICTION POINTS

Internal fiber and material goals are 
not demonstrably linked to carbon 
reductions. 

Carbon reduction is a long-term 
endeavour supported by short-term 
processes.

Goals are too generic to keep pace with 
long-term objectives.

In 2021, corporate sustainability goals 
abound. Nearly all of the world’s largest 200 
companies now publicly set and report on 
goals for environmental sustainability, and 
every participant in our fashion and textiles 
study had some publicly announced goal 
to share. As the number of companies with 
goals has grown, so too have the types of 
goals, with targets and commitments on 
carbon emissions; circularity; land, water, 
energy use; chemical use; biodiversity… the 
list of target areas goes on, each item unde-
niably contributing to true sustainability.
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Internal fiber and material goals are not demonstrably 
linked to carbon reductions. While many publicly-an-
nounced corporate goals align with a broad carbon 
reduction objective, the behaviors targeted with inter-
nal, operational goals often don’t move that lever. For 
example, a goal of shifting to “all-natural” fibers might 
actually be more carbon-intensive than alternatives if 
not executed thoughtfully. The misalignment is often 
the result of competing goals and a lack of internal 
clarity on how to prioritize. For example, migrating 
to “all-natural” fiber may reduce chemical use and 
generation of micro-bead pollution but negatively 
impact overall GHG emissions. We’ve generally seen an 
evolution of goal setting among the apparel and textile 
organizations we engaged, with each stage having a 
more significant impact on reducing GHG emissions. 
Carbon reduction is a long-term endeavor supported 
by short-term processes. Most organizations that we 
engaged conducted budgeting processes for sustain-
ability initiatives on an annual cycle, either within busi-
ness units, in a centralized sustainability team, or both. 
Few had established longer-term budget commitments 

that would enable substantial transitions to meet 
longer-term goals. This mismatch created situations 
where there is a will but not a way to undertake the 
larger-scale, longer-term transition initiatives required 
to achieve net-zero or better.  

Goals are too generic to keep pace with long-term 
objectives. We observe cases where goals are not 
structured to drive sustained, long-term changes in 
behavior and management decision-making. They may 
be too lofty for people to understand what is expected 
of them, become stale, or be applied universally in the 
organization without regard to the specific drivers of 
behavior and decisions that vary by activity, brand, or 
function. For example, an organization may be striving 
for a 5% one-year GHG reduction goal. Applying it 
equally to all apparel classes, regardless of fibers and 
materials used, may under-challenge high potential 
areas and over-challenge areas with less potential. For 
initiatives to impact behavior meaningfully, goals have 
to adapt over time and by brand, unit, or function.

SUPPLIER
 GHG GOAOLS

FIBER GOALS 
LINKED TO 

GHG REDUCTION

STAND-ALONE 
FIBER GOALS

NO FIBER GOALS

EARLY STAGE

ADVANCED

Figure 9: As they advance, organizations begin to tie fiber goals to GHG reductions

Broadening the scope of what we hold corporations accountable for can also result 
in a dilution of focus on particular goals or a de-coupling of internal goals used for 
operational management from broader corporate objectives articulated for external 
stakeholders. We observe these friction points in goal setting:
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Top-Down Fiber Mandates address alignment issues 
by determining the mix of fiber and material necessary 
to achieve GHG reduction goals centrally and cascad-
ing quantifiable KPIs on the target mix to design and 
operational units.
Bottom-Up Goal Linking achieves goal alignment by 
empowering decision-making teams with tools that 
facilitate scenario analysis and selection of low-carbon 
fibers and materials. 

Graduated Targets for Fiber and Materials drive ad-
vancement in goals over time to meet larger objectives 
and adapts targets in ways that meaningfully impact 
behavior by unit, brand, or function.
Long-Range Carbon Intervention Budget takes budg-
eting beyond the annual cycle by establishing longer-
term resourcing commitments to support larger and 
longer-term carbon abatement activities.

In Focus: The Goal Paradox
It is conventional wisdom that goal setting is a necessary first step toward climate action and results. Ac-
cording to several study contributors, the primary reason for issuing goals is to mobilize their organizations 
for rapid action. Many operate on the premise that the bigger and bolder the goals, the better. But the 
research has uncovered a dirty little secret – thus far, the data does not demonstrate a strong correlation be-
tween setting aggressive goals and reducing GHG emissions, particularly when it comes to progress toward 
Scope 3 reductions.  

Emissions Reduction % vs tCO₂e Growth
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Figure 10: Announcement of climate goals has no statistically significant 
relationship to Scope 3 reductions

SOURCE: THE CLIMATE BOARD ANALYSIS OF PUBLIC RECORDS, 2021

Emissions Reduction % vs tC0₂e Growth

We have identified several best practices related to effective goal setting.
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In Focus: Preferred Fiber and Material Adoption
If GHG-reduction results are not correlated to publicly announcing aggressive goals, what is?

Analysis of available data shows that adoption of preferred fibers and materials has a statistically significant 
relationship to Scope 3 emissions – higher percentages of preferred fibers are correlated with reductions in 
Scope 3 emissions, regardless of whether the organization had a specific GHG-reduction goal. We anticipate 
this re lationship will become more pronounced as the standards associated with preferred fibers incorporate 
more robust GHG reduction criteria. 

Issuing goals can be an essential early step on the journey to more climate-friendly operations. Still, it is the 
selection and implementation of new business practices that drive real change.

Preferred Fiber % v. tCO₂e Growth
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Figure 11: Preferred fiber adoption has a statistically significant 
relationship to Scope 3 reductions

SOURCE: THE CLIMATE BOARD ANALYSIS OF PUBLIC RECORDS AND CFMB DATA, 2021

Preferred Fiber % v. tC0₂e Growth
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This practice requires companies to sharpen their 
definitions of sustainable fiber and materials 
dramatically and then mandate their use. While 
theoretically simple to deploy, in reality, only com-
panies that were reasonably advanced on their 
sustainability journey pulled it off successfully. This 
observation comes from the realization that under-
standing which materials are low carbon is often an 
iterative process. In addition, the whole organiza-
tion needs to understand the nuances of fiber and 
material choices. For example, understanding the 
difference between organic cotton and regenera-
tive organic cotton can significantly affect the GHG 
impact of fiber decisions.

One company, motivated by a challenge from the 
CEO, looked at the impact of requiring all fibers 
to be renewable, recycled or reused. They deter-
mined that such a change could reduce overall 
GHG emissions by 15%. Based on this analysis, 
they set a goal to achieve the target material mix 
within five years. 

PRACTICE IN BRIEF: 
TOP-DOWN FIBER MANDATES

Calculate the carbon impact 
of various fiber and materials 
and determine the mix 
necessary to achieve specific 
GHG reduction goals. Develop 
a timeline for adoption, 
with input from senior 
management and functional 
leads. Mandate actions from 
the senior level to achieve 
goals and monitor progress.

1.1
TOP-DOWN 
FIBER
MANDATES
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OVERVIEW OF TOP-DOWN FIBER MANDATES

Target GHG Reduction Overall: 30%

2020 2030

30%

Senior management sets 
overall goals for GHG reductions01.

Sustainability team determines 
GHG contribution of fiber 
alternatives and selects options 
to reach goals 

02.

NON-PREFERRED
REDUCE

PREFERRED
CHOOSE

Conventional Cotton
- 0% GHG

Conventional Polyester
- 0% GHG

Conventional Viscose
- 0% GHG

Modal FSC Option 2
- 12% GHG

Recycled Cotton
- 51% GHG

Organic Cotton
- 46% GHG

Mechanically Recycled Poly
- 70% GHG

Chemically Recycled Poly
-30% GHG

Lyocel FSC
- 18% GHG

Target GHG Reduction for Fiber: 20%

Team identifies characteristics 
and rules of thumb that allow 
decision-makers to easily 
recognize acceptable fibers

03.

Management approves 
mandate and timeline for 
fiber substitution

04.

% Preferred Fibers

2020 2025 2030

Figure 12: Provide prescriptive guidelines and approved choices for fiber and materials
28



• While there may be initial hesitation to condense
environmental goals into specific fiber mandates,
the process ensures that the entire company
understands their goals and knows their role in
executing against them.

• Even organizations that are advanced in reducing
GHG emissions can use mandates to take the com-
pany to the next level of sustainability. As dis-
cussed, one advanced company used the material
mandate to achieve an additional 15% reduction in

carbon emissions. Companies just beginning their 
sustainability journey may well achieve higher GHG 
reductions. 

• Sustainability teams can further support product 
teams by (1) conducting a materials assessment 
and (2) determining opportunities for further 
carbon reductions, such as alternative materials, 
coating options, solution dye processes, among 

other choices.

LESSON FROM THE FIELD: SET ACTIONABLE GOALS

“We set goals around preferred materials, which translated really well. That 
meant that everyone on the product team knew exactly what they were supposed 
to do, versus ‘I’m supposed to reduce my carbon emissions by 25%.’ That doesn’t 
mean anything. That’s not actionable for most of our product teams. But switch-
ing to preferred materials is.”

SUSTAINABILITY MANAGER
GLOBAL BRAND AND RETAILER

• Determine GHG Contribution of Fiber Options
Using available indices supplemented by additional
information (e.g., LCA data), determine the GHG
emissions for each fiber and material option.

• Ascertain Target Fiber and Material Mix to Con-
tribute to Goal
Forecast the impact of substituting lower GHG
fiber and material options and identify choices that
will contribute to overall GHG-reduction goals

• Translate Mix Characteristics into Understanda-
ble Terms 
Product and sourcing teams may not fully under-

stand the nuances of various standards or dis-
connected goals such as “reduce your carbon by 
25%.” Use terminology that is easily understood – 
rules of thumb like “choose fibers that are renewa-
ble, recycled, or reused” can be helpful.

• Set Timeline, Mandate, and Monitor
Provide teams with clear guidance in a language
they can understand and set up frequent updates
(such as weekly or monthly) to monitor perfor-
mance.

MECHANICS

ASSESSMENT 
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Unlike the previous practice, which activates a top-down mandate from senior manage-
ment, this practice provides bottom-up support for making real-time fiber and material 
selections during product planning, design, 
and sourcing. 

To better equip teams with vital information 
for fiber and material selection, The Gap de-
veloped a spreadsheet-based tool called the 
Preferred Materials Toolkit, which they shared 
across the company. The Toolkit scores each 
material along a sustainability continuum and 
against various impact areas, including GHG, 
to help decision-makers evaluate their choic-
es and make low-carbon selections. 

The Gap shared this Toolkit with Textile Ex-
change, who is validating, developing, and 
enhancing it for broader use by members. 
Textile Exchange intends to release the tool, 
now called the Preferred Fiber and Materials 
Matrix, to its members in 2021.

1.2 
BOTTOM-UP
GOAL LINKING

PRACTICE IN BRIEF: 
BOTTOM-UP GOAL LINKING

Provide product and sourcing 
functions with support tools 
to facilitate the selection of 
low-carbon fiber and material. 
These real-time tools assist day-
to-day decisions from design 
through sourcing and empower 
decision-making teams to create 
a portfolio of products that meet 
overall carbon goals.
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• Record GHG Contributions
Use the best available information to record the
environmental characteristics of each fiber and
material considered for use. Factors can include
GHG emissions, water usage, chemicals and toxici-
ty, waste generation, and biodiversity.

• Provide Banding of Avoid, Good, and Better
Determine the threshold environmental character-
istics for each fiber and material type and catego-
rize them into easily understood bands.

• Build and Test Tool 
The tool can be as simple as a spreadsheet or as
advanced as an app. Its main requirement is that
functional teams can readily access information to
make informed decisions while conducting their
everyday work.

• Train and Empower Functional Teams
Demonstrate to each functional team how to use
the tool in their work flows and empower them
to make decisions consistent with environmental
goals.

BANDING ENVIRONMENTAL IMPACTS

BANDING ENVIROMENTAL IMPACTS

Example: Simple Banding

AVOID BETTERGOOD

Example: Enhanced Banding

BASELINE

Conventional produc-
tion, without verifiable 

improvements. 
Status Quo.

PROGRESSIVE

Maximizing positive 
impact in most areas, 
excelling in some, but 

not yet all. 

IMPROVED

Either comprehensive 
harm reduction or 

demonstrable positive 
impact in select areas.

FOUNDATIONAL

Some initiative, mostly 
focused on risk 
mitigation, harm 
reduction, and 

accessible changes.

TRANSFORMATIVE

Regenerative, circular, 
and holistic attention to 

all areas of impact.

MECHANICS

Figure 13: Banding of acceptable environmental attributes provides a quick 
reference to aid design and procurement choices

SOURCE: SOURCE: THE CLIMATE BOARD ANALYSIS AND TEXTILE EXCHANGE, 2021
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• Tools like this can enable decision-makers to bet-
ter understand the impact of their choices better 
and focus the company on linking fiber and materi-
als selections with carbon reductions.

• As the industry advances in its understanding of 
fiber and material impact on GHG, new resources 
like Textile Exchange’s Preferred Fiber and Materi-
als Matrix will facilitate this practice.

• Companies implementing bottom-up approach-
es indicated the tools empower designers and 
product teams to assess tradeoffs while still being 
creative in reducing the overall carbon intensity of 
their product portfolio.

• The tool allows organizations to set different en-
vironmental thresholds for each type of fiber and 
material, thus allowing focused efforts in selected 
areas.

LESSON FROM THE FIELD: SIMPLIFY TRADEOFFS 

“Our material selection tool was a great first step because we wanted to be ho-
listically aware of tradeoffs. We built a tool to help us with decision-making and 
establish a hierarchy of avoid, good, better. We realized that’s good for guidance 
as a place to start.”

SUSTAINABILITY MANAGER
GLOBAL BRAND AND RETAILER

ASSESSMENT
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This practice centers on classifying fiber and materials 
by their sustainability and raises the bar over time. It 
provides benchmarks that functional teams across 
the organization can easily understand. It also offers 
a repeatable process that is transparent and engag-
es multiple stakeholder groups. The 
practice challenges sustainability 
experts and executives to develop 
increasingly sophisticated and strin-
gent fiber and material standards to 
move the organization toward overall 
sustainability goals.

We saw variations of this practice 
in organizations working to simplify 
the communication of increasingly 
stricter GHG standards. In its most 
basic implementation, organizations 
set a percentage goal of “sustainable” 
or “preferred” fibers by a target date. 
However, they may find that broad 
terms like “sustainably sourced” are 
not sufficiently targeted to specific 
outcomes like carbon reduction. 
In its more advanced application, 
organizations establish fiber and 

material generations by increasing the specificity and 
standards of acceptable environmental performance. 
Each generation pushes the boundaries of GHG reduc-
tions and sustainability toward long-term goals. 

1.3

GRADUATED 
TARGETS FOR 
FIBER AND MATERIALS

PRACTICE IN BRIEF: 
GRADUATED TARGETS FOR FIBER AND MATERIALS

Work with functions across the or-
ganization (e.g., sourcing and R&D) 
to provide categories of increasing 
specificity and adherence to climate 
and sustainability goals. Generation 
0 sets the baseline, while Genera-
tions 1, 2, etc., layer in additional and 
more aggressive climate and sus-
tainability requirements. A team of 
stakeholders, including senior man-
agement, approves each generation.
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OVERVIEW OF GRADUATED TARGETS FOR FIBER AND MATERIALS

• Estimate Value Chain Emissions 
The sustainability team estimates the GHG emis-
sions across each step of the product’s value 
chain, including and not limited to materials, 
production, transportation, product use, and end 
of life.

• Determine GHG Progression 
In consultation with other functions, the sustain-
ability team attributes a time-sequenced progres-
sion toward GHG goals for each step in the value 
chain, consistent with corporate carbon reduction 
goals. Goals are individualized for each value chain 
step, but together they add up to the overall GHG 
goal.

• Set Gen 0 
The sustainability team works with other function-
al areas, including sourcing and R&D, to define 
minimally acceptable fiber and material character-

istics for fiber and material inputs. These materials 
constitute Generation 0.

• Determine Gen 1 Criteria 
Successive layers of environmental characteristics 
are systematically layered onto fiber and material 
requirements through the collaborative effort of 
a cross-functional team. The team coalesces the 
new requirements into a new generation.

• Seek Senior Council Approval 
The sustainability team presents each new genera-
tion to a senior council composed of the executive 
team, heads of affected functions (e.g., supply 
and operations), and representatives from the 
Board, where it is challenged and debated. 

• Graduate to and Disseminate New Generation 
Guidelines 
Once approved, each functional area adopts the 
new generation of material guidelines.

Sustainability leads 
cross-functional team 

to identify baseline 
criteria (Gen 0)

Team determines the 
criteria for next 

generation of fiber and 
material 

CARBON

WATER

CHEMICALS

G
en

 0

CARBON

WATER

CHEMICALS

G
en

 1

Senior council evaluates 
and approves new 

generation

New guidelines are 
disseminated and 

implemented

MECHANICS

Figure 14: Each generation captures multiple criteria that advance overall GHG reductions
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• This practice provides a reference point that 
quickly communicates a host of detailed environ-
mental requirements. One participant likened it 
to LEED certification in buildings – just as LEED 
certification at the silver, gold, or platinum level 
conveys a building’s design and construction 
attributes, incorporating criteria on energy effi-
ciency, water usage, etc., generation designations 
communicate a fiber’s environmental attributes. 

• Existing classifications, such as “preferred” fiber 
and materials, can be easily integrated into the 
generation approach. Subsequent generations can 
help organizations graduate to higher standards 
that mobilize the organization toward even higher 
goals.

•  Many executives expressed frustration at the lack 
of understanding of what fibers were consistent 
with achieving overall sustainability goals through-
out our interviews. For example, an apparel de-
signer might insist on a specific material because 
it was “natural,” unaware that some natural raw 
materials can have a large carbon footprint. Saying 
that certain fibers met Generation 1 or Generation 
2 criteria was a more efficient way of conveying 
whether integration of the fiber was consistent 
with achieving environmental milestones.

LESSON FROM THE FIELD: PREPARE TO GO HIGHER

One sustainability manager said it is essential to prepare for tough questions 
during the Council Review. “Often, the reviewers will ask why the new generation 
of standards is not high enough.” 

SUSTAINABILITY MANAGER
GLOBAL 100 BRAND AND RETAILER

ASSESSMENT
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1.4

LONG-RANGE 
CARBON 
INTERVENTION 
BUDGET

This practice explicitly recognizes that transformative 
practices to reduce GHG will cost money and take 
time. It identifies the expected impacts on cost struc-
ture and incorporates them in long-term financial plans 
and budgeting. Mapping out the economic impact for 
a given GHG commitment over the longer term helps 
shape company expectations, avoid 
surprises, and build an organization 
that is more aligned and prepared to 
absorb necessary costs over various 
time horizons.

Companies with long-term planning 
horizons are more aware of the 
nuances, costs, and, ultimately, sav-
ings associated with GHG reduction 
activities. These long-term plans 
enable them to make smarter deci-
sions and tradeoffs, such as evaluat-
ing smaller near-term capital invest-
ments with current technologies 
versus more significant longer-term 
capital investments with (expected) 
improved technologies.

PRACTICE IN BRIEF: 
LONG-RANGE BUDGETS FOR CARBON INTERVENTIONS

Evaluate the cost impacts of carbon 
reduction activities on products, op-
erations, and the supply chain, in 
terms of both operating expenses and 
capital investments. Feed appropriate 
cost information to Financial Planning 
and Analysis (FP&A) for assembly into 
long-range budgets. Secure commit-
ment to long-range expenditures and 
share budgets widely to facilitate or-
ganizational alignment.
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We see companies progress through several stages in conducting long-term carbon reduction budgeting. Each 
phase enhances organizational momentum toward formulating and acting on long-term GHG reduction plans. 
These stages include:

MECHANICS

Building on these phases, we observe a ripple effect – with each step, companies gain confidence to take ad-
ditional steps, deepening their plans and lengthening their horizons. One participant explained, “After success 
with a few Life Cycle Analyses, we found it easy to entertain how long each product would be viable given our 
GHG commitments. This was the hump to get over – we needed to lay out the entire journey and understand its 
financial impact.”

Each phase enhances organizational momentum to-
ward formulating and acting on long-term GHG reduc-
tion plans. These stages include: 

• Perform Strategic Assessment 
Based on a situational assessment and evaluation 
of strategic choices, determine the role of GHG in 
the corporate future. Set milestones and goals that 
support the established vision.

• Lay Out Journey to Meet Commitments 
Working backward, with identifiable technolo-
gies such as materials innovation or supply chain 
investments, formulate pathways to achieving a 
given carbon reduction goal. Refine these path-

ways until a single best fit is agreed based on 
high-level input from various departments (e.g., 
procurement, operations, finance).

• Obtain Operating Input 
Elicit reactions and refine assumptions based on 
feedback from those in product and supply chain 
functions. Determine what operational changes 
and investments are required in conjunction with 
the operations team.

• Quantify Cost Impact 
Pass the tactical plan to the finance team, who 
creates a Carbon Integration Scenario, integrating 
any necessary financing costs. 

Figure 15: The planning process results in a documented journey with 
defined long-range outcomes, quantified costs, and identified workstreams

DISCOVERY: Investigate the materiality of 
carbon impacts. What part of a company’s value 
chain uses the most carbon – what are the big 
“boulders” and what is “gravel”?

INVESTIGATION: Develop Life Cycle 
Analyses or other assessments that help 
orient decision-makers to a longer time 
horizon. Evaluate business tradeoffs, like 
winding down a product line and introduc-
ing others. 

PLANNING: Outline a proposed journey, 
and use this to drive discussions and planning 
cycles. Fill in the white space with identified 
workstreams for products, services, social 
responsibility, supplier criteria, factories, equip-
ment, etc.

QUANTIFICATION: Put numbers to 
the story. In some cases, these may be 
order-of-magnitude estimates. As one study 
participant explained, “degree and direction are 
more important than precision.” 
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Executive leadership and sustainability 
team set goals and milestones that 

support corporate vision

CORPORATE
VISION

PRODUCT &
OPERATIONAL
STRATEGIES

EXTERNAL
COMMITMENTS

REGULATORY 
REQUIREMENTS

Sustainability and functional teams 
formulate paths to established 

goals and identify best fit

OPERATIONAL
CHANGES

CARBON 
GOALFINANCIAL IMPACT 

ANALYSIS
LONG RANGE CLIMATE 

INTEGRATION SCENARIO

Finance team evaluates costs and 
outcomes to develop long term budget 

for Carbon Integration Scenario

New budgets and metrics, 
incorporating emissions, are 

disseminated and implemented

OVERVIEW OF CARBON INTEGRATION TO LONG-RANGE BUDGET

Figure 16: Long-range budgets help secure commitment from executive 
and operational teams to broad goals

• Assemble Integrated Long-term Budget 
With the sustainability team in support, the finance 
team presents the Carbon Integration Scenario 
to the executive team, juxtaposing it with a busi-
ness-as-usual long-range budget. Following any 
requested revisions, present the Carbon Integra-
tion Scenario to the Board for signoff. 

• Share Budget Trajectory Broadly  
Following successful approvals, share budget and 
anticipated changes on major indicators broadly 
among stakeholders, including employees and 
suppliers, to build awareness and buy-in. Indica-
tors should include carbon, financial, and opera-
tional dimensions.
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• This practice grounds the executive team’s ex-
pectations with the reality of costs necessary to 
achieve long-term carbon goals.

• Disseminating this information educates employ-
ees at all levels and suppliers about the commit-
ments and changes being made in the context of a 
longer-term journey.

• The long view enables financial teams to assess 
long-term financing plans’ appropriate timing and 
mechanics to support large-scale capital invest-
ments.

LESSON FROM THE FIELD: A QUANTIFIED PLAN MAKES IT REAL

One participant explained: “Putting numbers to the journey forced us to describe 
the specific material and operational changes we expect to take to reduce our 
footprint, at a level of specificity that we would never get to naturally. In retro-
spect, it was a valuable exercise that reduced anxiety and raised commitment to 
act.”

SUSTAINABILITY MANAGER
GLOBAL 100 BRAND AND RETAILER

ASSESSMENT

In Focus: The Data Challenge
Many study participants expressed their frustration with the quality and availability of data to support short- 
and long-term decisions. The leaders in the space are attuned to the dangers of “analysis paralysis”. One 
participant recounted spending substantial time and money on external consultants to quantify the impact 
of a planned GHG reduction program. After several iterations and months of work, various consultants 
presented numbers very close to original internal estimates. The lesson: don’t let imperfect data stop you 
from marching forward.
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JOURNEY STAGE TWO: 
MOBILIZING 
INTERNAL
RESOURCES



FRICTION POINTS

The drive for better GHG intensity measures 
for fiber and materials results in “analysis 
paralysis.”

People lack sufficient knowledge to make the 
right changes. 

Organizational efforts are fragmented because 
of operational and information silos.

Carbon impact is not integrated in decision 
analysis.
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After aligning fiber and material strategies with GHG goals, leaders must mobilize their organizations and scale 
up activity. Study participants described a delicate balancing act between articulating strategic goals and diving 
into the details of implementation plans. Both are needed, but real-life experience in several organizations shows 
how unexpected reactions can get in the way of the best-laid plans.

For example, one participant noted the perils of diving too quickly into the details of carbon reductions for fiber 
and materials, saying, “We jumped straight into detailed technical training, but we realized we hadn’t engaged 
the teams enough to inspire them. We were all task-focused but needed to reverse a bit and help take them on 
the journey.”

Another participant noted that they might have been too zealous in rolling out goals before articulating why, 
commenting, “Targets and goals are becoming like a code of conduct, too many and too confusing. People are 
asking, ‘Where’s the strategy?’”

Others noted problems with focusing too much on the big picture. One participant commented, “If targets and 
mandates come from the top and people don’t see their role, you don’t see effective implementation. [We’ve 
found that] you need strong engagement and collaboration [to make any progress].” 

Sustainability teams are shepherding their organizations through massive transformational initiatives. Changing 
an organization’s culture and operating procedures is difficult enough under any circumstances, but change to 
address distant goals and uncertain future events encounters even higher hurdles. 

Real change requires universal understanding and buy-in, a facilitating incentive structure, and a company culture 
that reinforces expectations for decision-making and action. People generally resist change for three possible 
reasons:

They can’t make the 
desired changes

There exists some technical barrier, often unrecognized, that 
prevents them from doing the desired behavior

They won’t make the 
desired changes

There are (dis)incentives to a particular set of actions that 
makes them not want to do the desired behavior

They don’t know 
how to make the 
desired changes

There is a knowledge gap that prevents them from effectively 
pursuing the desired behavior
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We see combinations of these issues in the friction points leaders encounter when mo-
bilizing their organizations for climate action. 

The drive for better GHG intensity measures for fiber 
and materials results in “analysis paralysis” During 
our research, we heard (and lived) the constant lament 
over the scarcity of available industry data, the lack of 
common measurement standards and systems, and 
the inadequate frequency of measurement to drive 
decisions. Each of these is a very real challenge to 
effecting the fundamental changes required to meet 
ambitious climate objectives. However, we’ve still seen 
companies drive significant progress toward their GHG 
reduction goals. Addressing the measurement chal-
lenge requires balancing two directly contradictory 
imperatives – the need to define, measure, and track 
progress against objective quantitative targets and 
the need to move now, even in the face of inadequate 
measurement. The companies that are excelling have 
recognized that measurement can be the enemy of 
the good if it stymies action. 

People lack sufficient knowledge to make the right 
changes. Transforming an organization for sustain-
ability requires understanding the challenges, risks, 
costs, and solutions at all levels, from functional roles 
to the Board of Directors. Of particular concern can be 
a relatively rigid middle layer of decision-makers with 
well-established ways of doing things – dislodging 
entrenched behaviors that have led to success in the 
past is often the most difficult part of the challenge. 
Companies that have succeeded in ingraining a sus-
tainability mindset and changing behavior have invest-
ed substantial effort in identifying knowledge needs 
for each level and function, and educating people in 
every part of their business. They build a common un-

derstanding of the state of the industry, the organiza-
tion’s sustainability strategy, and each individual’s role 
in contributing to the company’s objectives.

Organizational efforts are fragmented because of 
operational and information silos. In our research, 
we’ve encountered a wide variety of excellent prac-
tices, innovations, and initiatives in many companies. 
We’ve also observed an internal fragmentation of 
effort, particularly in multi-brand organizations – inno-
vative approaches are often slow to be shared across 
brands for more significant impact. This points to an 
opportunity to build better and faster internal shar-
ing mechanisms for best practices, techniques, and 
technologies to promulgate and adopt these practices 
more quickly. 

The carbon impact is not integrated into decision 
analysis. The tools used to make business decisions 
– primarily financial analysis and budgeting – often 
do not reflect the costs of carbon emissions. As long 
as carbon impacts remain an externality, decisions 
are likely to serve explicit cost and quality objectives 
best, while giving insufficient attention to environ-
mental considerations. While few organizations have 
fully adopted formal Internal Carbon Pricing, we have 
seen various approaches to incorporating the concept 
of environmental cost in decision-making analyses. 
These help decision-makers understand the true costs 
of their activities and begin to explicitly illustrate how 
their choices impact their contribution to overall emis-
sions reduction goals. 
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OVERCOMING ANALYSIS PARALYSIS
 

“There’s all this conversation in the industry with sustainability folks around 
how complicated it is to measure carbon, and how imperfect the data is, and the 
methodology is still evolving…But I think that really slows this whole thing down, 
trying to be so perfect and to wait for perfect… It’s all based on a set of assump-
tions, but at least directionally it gives you some information. That’s better than 
no information at all.”

HEAD OF SUSTAINABILITY
US-BASED BRAND AND RETAILER

Best practices in this area help ensure that people in the organization can, will, and 
know how to make the right carbon-conscious decisions. 

One-on-One Board Education creates a two-way, on-
going communication that equips Board members with 
a more profound understanding of climate change, 
sustainability, and the impact of their company’s activi-
ties and decisions. 
Sustainability Champions spearhead sustainability ef-
forts and help ingrain a sustainability mindset through-
out their teams. 

Product Level Carbon Budgets sets explicit limits on 
the amount of GHG emitted in each stage of develop-
ment, production and distribution for each product 
line.
Internal Carbon Pricing, and Carbon-Weighted Finan-
cial Decisions help decision-makers integrate carbon 
impacts explicitly into their decision-making process-
es.
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More and more company Boards are being called upon 
to approve and monitor large climate change initiatives 
with very nuanced and long-term payback dynamics. 
In response, companies are forming Board committees 
focused on sustainability. But participants have point-
ed out that even with committees dedicat-
ed to sustainability issues, Board members 
often lack sufficient fluency on climate 
issues. A recent letter from Blackrock CEO 
Larry Fink put companies on notice that 
the entire Board will be expected to under-
stand pressing sustainability issues. Com-
panies can’t ignore this guidance coming 
from the largest investment company in 
the world.

This practice turns upside-down the 
norms of communicating to a Board of 
Directors through quarterly meetings or 
annual approvals. Instead, it recognizes 
the importance of empowering each Board 

member with deep knowledge of climate change, sus-
tainability, and the impact of their company’s activities 
and decisions by establishing more frequent one-on-
one engagement with each Board member, supple-
menting periodic Board-wide sessions.

2.1

ONE-ON-ONE
BOARD EDUCATION

PRACTICE IN BRIEF: 
ONE-ON-ONE BOARD EDUCATION

Educate Board members through 
intensive one-on-one sessions on 
sustainability issues, trends, chal-
lenges, implications, and choices 
for the organization. Private ses-
sions allow curiosity to flourish 
and the “embarrassment of the 
ignorant” to evaporate.
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• Engage in One-on-One Sessions
Meet with each Board member individually and
create a two-way dialogue on sustainability and
climate change issues — focus discussions on
understanding trends, challenges, commitments,
decision points, and timelines.

• Provide Safe Environment to Learn
Communicate sustainability goals, solicit con-
cerns, and create a safe environment to ask even
the simplest questions.

• Cover Timelines and Targets
Discuss how and when goals translate into action
and results.

• Expand to Operational Leaders and Key Suppliers
Expand one-on-one sessions to include functional
area heads, facility managers, and key suppli-
ers to establish a common understanding of the
organization’s sustainability position and strategy
throughout the leadership team and beyond.

• This practice jump-starts a deeper understanding
of sustainability issues and builds a more realistic
view of required budgets and timelines.

• Board members can pose questions in a one-on-
one session that they would not otherwise ask in a
group setting.

• Receptivity to questions and concerns helps gain
buy-in and enable informed decision-making.

• This technique allows the sustainability team to
build a relationship and engagement with each
Board member.

MECHANICS

ASSESSMENT

PROVIDING A SAFE SPACE TO DISCUSS CLIMATE CHANGE CHALLENGES

Figure 17: Private sessions are an effective way to educate Board members
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LESSONS FROM THE FIELD: GUIDE THE JOURNEY

“We had a regular forum with the leadership team and started to socialize global 
trends; things like circularity and product take-back were threatening, but we 
took them on a 12-month journey. We built the case, backed it with facts, overlaid 
it with an LCA, and brought it all together with customer and investor insights.”

SUSTAINABILITY LEAD
MULTINATIONAL DISCOUNT BRAND
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2.2

SUSTAINABILITY 
CHAMPIONS

For companies where sustainability has 
not historically been top-of-mind, it can 
be challenging to socialize sustainability 
ambitions and generate broad enthusi-
asm and support. One company discov-
ered an effective method of tapping into 
employees’ natural passion for sustain-
ability and harnessing their interests to 
drive initiatives throughout the company.

PRACTICE IN BRIEF: 
SUSTAINABILITY CHAMPIONS

Identify staff with a genuine inter-
est and enthusiasm for sustainabil-
ity. Engage these self-selected sus-
tainability champions as change 
agents, investing them ownership 
of their groups’ climate and sus-
tainability initiatives. Sponsor 
those with deep interest by en-
gaging them on a Project Councils 
leading organization-wide climate 
and sustainability projects. 
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• Identify Sustainability Champions 
Leverage sustainability training sessions, volun-
teerism, and other efforts to identify employees 
with a high level of interest in sustainability and 
climate change.

• Seed Sustainability Champions throughout the 
Organization 
Assign these champions ownership of sustainabil-
ity efforts in their groups. Ask them to communi-
cate, reinforce, and own environmental activities 
and strategies as a voluntary role in addition to 
their current responsibilities.

• Empower Champions  
Engage effective and eager champions to work on 
divisional Project Councils, driving sustainability 
projects for the company. 

• Evolve Sustainability Champions 
As their sustainability roles grow, champions may 
have dotted line reporting to the sustainability 
team or pursue new career paths focused on sus-
tainability work. 

Figure 18: Sustainability champions help seed initiatives and generate enthusiasm broadly

OVERVIEW OF SUSTAINABILITY CHAMPIONS

MECHANICS

IDENTIFY
Take note of sustainability standouts—individuals who are 
passionate about the company’s environmental initiatives

INITIATE
Give standouts the additional responsibilities  of communicating 
and reinforcing the company’s climate stance within their teams

IDEATE
Pick their brain: put standouts on project councils and allow them 
to give feedback on or develop new climate  initiatives for the 
company

INTEGRATE
As they evolve into sustainability champions, incorporate them into 
the sustainability team through reporting or larger roles
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LESSONS FROM THE FIELD: ACTIVATE ENTHUSIASTS

“Training workshops identify our champions, and those champions start coming 
to us. They get activated, essentially. It turns into this engagement opportunity 
where people say, ‘I want to do more in my team. How do I do that?’ And those 
people then feel more knowledgeable and empowered to say, ‘I care about sustain-
ability, and I’m a product designer. How do I make a change?’ And we start work-
ing with them on what that means.”

PRODUCT SUSTAINABILITY LEADER
GLOBAL BRAND AND RETAILER

• Employees with a passion for sustainability topics 
can be deployed effectively as climate evangelists 
and change agents throughout the company.

• Those who rise to the top can become sustaina-
bility leaders and serve on Project Councils with 
dotted-line reporting to the sustainability team. 
These projects can create visibility and raise the 
internal profile of talented and eager staff, creating 
more career opportunities. 

• This approach can also improve employee re-
tention by tapping into an employee’s sense of 
ownership and genuine interests. Designating 
them as champions empowers them to act on their 
enthusiasm and deepens engagement with the 
company. 

ASSESSMENT
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This practice allows organizations to bring GHG reduc-
tion goals from the big-picture to everyday activities. It 
attributes emissions at a product level, then establish-
es a budget constraint to drive reductions 
throughout the cycle of product design, 
production, and distribution. 

Although we spoke with several companies 
that have set company-wide internal carbon 
prices, fewer have developed carbon foot-
prints or budgets at the product level. While 
this can seem onerous for large retailers 
with thousands of offerings, products with 
similar materials, processing, and distribu-
tion can be grouped to facilitate budgeting 
and tracking. Larger organizations can also 
experiment with estimating footprints for a 
few lines of more sustainable apparel rather 
than for their entire product line. Once a 

methodology is established, and the organization 
has collected baseline data, adjusting the inputs for 
various products becomes a more efficient process. 

2.3

PRODUCT-LEVEL
CARBON BUDGETS

PRACTICE IN BRIEF: 
PRODUCT-LEVEL CARBON BUDGETS

Conduct analysis to calculate av-
erage emissions per product unit 
in each stage of the product life 
cycle. Once the current footprint 
is established, develop prod-
uct-level carbon budgets or lim-
its to target footprint reductions 
and drive decision-making.
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• Gather Primary Data 
Collect information on product parameters to 
calculate product-level footprints for each phase 
of the product life cycle: materials, manufacturing, 
transportation, use, and end-of-life. This analysis 
will require inputs from supply chain partners, 
distributors/retailers, and others. In cases where 
data is not available, use assumptions and refine 
as more information becomes available. 

• Access Secondary Data Sets 
Information on emissions for various components 
of the life cycle is available via secondary sources. 
These attribute GHG emissions to multiple activi-
ties, materials, and processes. Gather the data rel-
evant to your product’s particular parameters, and, 
as above, use assumptions or data from published 
analyses where necessary. 

• Calculate Product Footprint 
Use the factors gathered to calculate the product’s 
carbon footprint. Several calculator tools are avail-
able in spreadsheet form. We also note an emerg-
ing set of software-based tools in development or 
recently launched that aim to make these calcula-
tions easier. We expect to see many new offerings 
in the marketplace targeting this process.

• Set Carbon Budget 
With product footprints established, create a 
product-level carbon budget that targets an overall 
reduction in GHG emissions. Allocate the product’s 
carbon budget according to the relative carbon 
intensity of each stage of its creation and distribu-
tion, prioritizing reductions in areas with the most 
significant potential for improvement.

• Observe and Adjust Internal Carbon Budget 
Once product-level carbon budgets have been 
established, revisit them regularly to assess their 
impact on business activity and carbon reduc-
tion. Footprints should be reviewed and updated 
routinely to ensure they reflect the best available 
data from 
the supply 
chain and 
distribution 
networks.

MECHANICS

• Everyone who participates in product creation – 
from designers to distributors – can gain insight 
into the carbon impact of their decisions.

• Because detailed supply chain data is necessary 
to set appropriate carbon budgets, there is a 
strong incentive to work with the entire supply 
chain on collecting and improving data. Companies 
that do this successfully avoid stalling when the 
data is imperfect.

• Measuring and communicating carbon footprints 
and budgets drives more assessment in the 
course of day-to-day decision-making. A sustain-
ability manager noted, “We communicate about 

carbon footprints every day, with different mem-
bers of the team. We get a lot of inbounds from 
the development team saying, ‘What happens to 
the footprint if I use this material instead of that?’”

• While developing data, tools, and processes for 
calculating your product carbon footprints, align-
ing with industry standards and seeking third-party 
verification is a critical way to ensure you are ap-
plying best practices in your approach Be mindful 
of your assumptions when using unverified data. 
As data veracity increases, so will the reliability of 
product-level carbon footprints.

ASSESSMENT

INTERESTING READING:

The footwear company Allbirds has 
been an early leader in this practice. 
To support industry action, they have 
made their methodology and resources 
publicly available. Their open source kit 
includes a spreadsheet-based prod-
uct footprint calculator, along with a 
manual that details how to go about the 
process. 
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Overview of Product-Level Carbon Footprints and Budgeting

LESSON FROM THE FIELD: PROGRESS REQUIRES COURAGE

One company implementing this practice learned from their logistics team there 
was a supplier delay on materials needed for a soon-to-launch product. To make 
the launch date, they would need to air-ship the supplies, significantly increasing 
the product’s carbon footprint. Committed to adhering to their carbon budget 
and empowered by a calculator that could show them the direct impact of the 
proposed change on the product’s footprint, they made the difficult decision to 
delay the product’s launch. The willingness and courage to adapt business plans 
to meet carbon objectives are critical to success.

materials

transportation

use

manufacturing

end of life

Sustainability team gathers primary 
data on product inputs and 

secondary emissions factors

Team calculates 
total emissions 

Team defines target GHG emissions at 
the total product level and for each 

stage of the product’s development, 
production, and distribution

Sustainability and product/functional teams 
establish and commit to carbon budgets

Figure 19 : Product carbon budgets target high opportunity reductions 
in stages of the product life cycle
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This set of practices takes two distinct approaches to 
incorporate the social cost of carbon – a quantification 
of the human, environmental, and economic impacts 
of releasing incremental GHG – into everyday oper-
ations and investment decisions. Setting an Internal 
Carbon Price is a more advanced practice and affects 
all aspects of a firm’s operations. Carbon Shadow 
Pricing, also known as shadow carbon pricing, is a less 
comprehensive but still helpful approach that consid-
ers the costs of carbon when calculating the return on 
potential new capital investments.

PRACTICE A: INTERNAL CARBON 
PRICING
Fully internalizing the cost of carbon through 
explicit pricing creates the impetus to reduce 
GHGs more quickly – decision-makers will 
naturally seek to maximize profit based on the 
new, more comprehensive costing approach. 
The specific carbon price applied may vary 
based on market inputs (e.g., the price used on 
offset trading markets) or internal analysis. Only 
a few of the companies we engaged are cur-
rently employing this comprehensive approach. 
We spoke with one organization that has taken 
the practice a step further – they incorporate 
a measure of all environmental costs (not just 

carbon) into their financial decision-making.
Study participants noted that introducing carbon pric-
ing is “less about the price and more about motivating 
the desired behavior change.” Soon after introducing 
carbon costs into budgets, they discover differences 
in price sensitivity among units in the company. Based 
on experimentation, they begin to apply different 
prices in different areas, setting them at levels that will 
meaningfully drive behavior change in each area of the 
business. 

2.4

CARBON PRICING 
(INTERNAL AND 
SHADOW PRICING)

PRACTICE IN BRIEF: 
INTERNAL CARBON PRICING

Set an internal charge on the 
amount of carbon dioxide 
emitted from production in-
puts (including fiber and ma-
terials), operations, assets, and 
capital investments. Track this 
cost through to the profit-and-
loss (P&L) statement.
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Shadow pricing has traditionally been employed as a 
risk management tool to evaluate better the costs of 
possible external carbon prices, such as carbon taxes, 
when making investment decisions. It has since 
evolved into a mechanism that allows for-
ward-thinking companies to evaluate long-term 
climate risks and make progress towards their 
climate goals through their investments. Mining 
company BHP, for example, uses a shadow 
price ranging from $24 to $80 per metric ton 
of CO₂ emitted in its project evaluations, which 
has facilitated improvements in energy efficien-
cy and reduced emissions.

To implement a shadow price of carbon, cor-
porations adopt adjustments in financial calcu-
lations to reflect the cost of carbon, resulting 
in a more holistic cost analysis to drive better 
financial decisions. The price applied in these 
assessments is distinct from the external price 
of carbon used in offset trading markets. It can 

be set based on how much the organization wishes to 
affect how financial decisions are made. The point is to 
make carbon a significant factor in these decisions.

PRACTICE IN BRIEF: 
SHADOW CARBON PRICING

Adjust standard financial cal-
culations such as ROI, payback, 
and project operating budgets 
to incorporate the social cost 
of carbon. This calculation 
makes high-carbon emitting 
projects more costly, ultimate-
ly driving down the organiza-
tion’s carbon footprint. 

• Determine Carbon Emissions 
Estimate or measure emissions for various activi-
ties, particularly for the highest GHG contributors 
and large capital projects. This information will be 
multiplied by an internal carbon price to arrive at 
the carbon cost to be factored into financial evalu-
ations for decision-making.

• Develop a Carbon Price 
Select a starting price to reflect the cost of GHG 
emissions. If sufficient information isn’t available, 
the price used on carbon trading markets can be 
an excellent place to start.

• Build the Business Case 
Make a case for how the program will enable the 
organization to meet carbon reduction goals to 
business unit leaders and the financial team. Se-
cure participation in a pilot program.

• Determine Operational and Policy Changes 
Identify which systems and processes need to 
change to reflect the added cost of carbon and 
test adjustments – for example, new accounting 
practices will be necessary. With input from the 
finance team, develop policies, guidelines, and 
methods to apply and adjust the carbon price for 
internal decision-making. 

• Refine the Price 
Adjust the initial price to the level necessary to 
influence decisions. This begins by asking what 
behaviors you want to change, how much, and 
how fast. Raise the price for high-priority areas or 
where behavior is deeply entrenched.

• Expand the Program 
Once the kinks are worked out, expand to other 
business units and investments. Additional poli-

MECHANICS (PRACTICE A & B)

PRACTICE B: SHADOW CARBON PRICING
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• Setting a carbon price shines a quantitative light
on the long-term damage that carbon emissions
cause. Creating constraints in the form of budg-
ets and financial return calculations encourages
innovation and exploration of lower-carbon alterna-
tives.

• Communication that explains the objectives, ap-
plication, and interpretation of the carbon price is
critical to effective adoption. If introduced without
proper support, carbon pricing can be interpreted
as a levy without a purpose.

• Broad implementation of these practices can
require modifications to financial systems and may
require coordination with system upgrades. Carbon
footprint measures, materials inputs, and produc-
tion processes are constantly evolving — design
systems to anticipate changes and adapt.

• Mandating the incorporation of carbon prices in
budgeting and decision-making signals the organi-

zation’s commitment and drives behavioral change. 
One study participant observed that once the new 
budgeting guidance was distributed, skeptics in 
the organization realized “this GHG stuff was for 
real, and the company was serious.”

• Prices must be high enough to alter the Busi-
ness-As-Usual trajectory. The High-Level Commis-
sion on Carbon Prices has estimated that com-
panies would need to set internal carbon prices
between $40 and $80 per metric ton in 2020 and
between $50 and $100 per metric ton by 2030 to
reduce emissions in line with standards set in the
Paris Agreement.

• These practices can be deployed to complement
or reinforce other practices, e.g., Long- Range
Carbon Intervention Budget and Graduated Targets
for Fiber and Materials.

cies and operational changes will be required to 
address specific processes.

• Monitor Results
At least annually, review prices, application, and
resulting impacts on decisions and behavior.
Adjust to meet corporate objectives - this is a “try

it, then improve it” endeavor. The carbon price 
can be increased in phases to “raise the bar” over 
time as the organization progresses and lower-car-
bon technologies, fibers, and practices become 
available. 

ASSESSMENT (PRACTICE A & B)

COMPARISON OF CARBON PRICING OPTIONS

 Measure carbon Price carbon Secure buy-in Design policy

INTERNAL 
CARBON 
PRICE

Company-wide 
emissions

Apply and optimize 
in P&L
Multiply by 
company emissions

Pilot in business 
unit

Systems, 
operations, 
accounting

SHADOW 
CARBON 
PRICE

Project emissions Apply and optimize 
in ROI
Multiply by project 
emissions

Pilot with finance 
team

Financial planning 
and decision-
making

Figure 20: Embedding carbon pricing helps optimize financial calculations
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LESSON FROM THE FIELD: PRICE SENSITIVITY VARIES

One leader discussed the importance of adjusting carbon prices by function to 
affect operating decisions meaningfully. “We had to keep increasing the price of 
carbon for our corporate travel because it was not very sensitive to the carbon 
price that had worked in other parts of the business. We were very used to lots of 
travel and thought it was essential. But when we raised the carbon price to more 
than 5x what we used for fiber, we got people’s attention. COVID and the move 
to electronic meetings accelerated our progress and reinforced that our thinking 
had been headed in the right direction.”

SUSTAINABILITY MANAGER
GLOBAL 100 BRAND AND RETAILER

LESSON FROM THE FIELD: PRICE FORECASTING IS CRITICAL 

 
Incorporating future carbon prices into the shadow price is crucial for capturing 
the climate risks of investments: “We have an internal carbon price for key capi-
tal investments. Currently, it is 50 euros per ton of carbon, but we need to move it 
to 75 or 80 euros. We need to back-cast from what will be the cost of carbon in the 
future.”

SENIOR SUSTAINABILITY MANAGER
GLOBAL MANUFACTURER
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JOURNEY STAGE THREE: 
TRANSFORMING 
THE SUPPLY CHAIN



FRICTION POINTS

Supplier goals, practices, and con-
straints are opaque to their purchasers.

Supplier relationships have traditionally 
focused on cost and quality rather than 
sustainability.

Large-scale, transformational transitions 
require large-scale investments.
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Reducing Scope 3 GHG emissions is the most sig-
nificant climate challenge for brands and retailers. It 
requires fundamentally transforming existing supply 
chain relationships and potentially developing new 
ones. Many study participants described deep, long-
standing ties with their suppliers, often developed over 
decades of doing business together. At their best, 
companies establish a symbiotic relationship with 
suppliers where they systematically engage in identi-
fying and addressing opportunities and challenges for 
mutual benefit. Several participants indicated that this 
is often not the norm – and in a world where Scope 3 

is the highest hurdle to meaningful GHG reductions, it 
needs to be. 

The nascent sustainability ecosystem requires working 
hand in hand with suppliers in all tiers to drive toward 
carbon footprint reduction. Companies that develop 
the necessary relationship breadth and depth with 
their key supply chain partners can better understand 
the roadblocks impacting them. These actions enable 
suppliers and their buyers to create practical solutions 
for both sides. 

We observe the following friction points that slow progress in reducing GHG emis-
sions in the supply chain:

Supplier goals, practices, and constraints are opaque 
to their purchasers. Most of the brands and retail-
ers we engaged in this study work with thousands 
of suppliers, many of whom are too small to disclose 
publicly or routinely report on their carbon-related 
activities, targets, and challenges. At the same time, 
there is an increasing desire to impose carbon-reduc-
tion mandates upstream in the supply chain as compa-
nies seek to tackle the Scope 3 challenge. For larger 
purchasing organizations, mandates often come with 
the hope that their outsized influence is enough to 
make change happen. What can be missing is an effort 
to understand the specific practices and barriers that 
need to be addressed in the supplier’s organization. 
These might affect the levels, sequencing, and prioriti-
zation of goals and create opportunities for purchasing 
organizations to help address the barriers to broader 
transitions. It is incumbent on supplier organizations to 
identify and communicate these practices and obsta-
cles and on purchasers to engage, understand, and 
incorporate their understanding into the approach to 
supply chain management and climate mandates. 

Supplier relationships traditionally focused on cost 
and quality rather than sustainability. Sustainability is 

a relative newcomer among vendor assessment crite-
ria. Often sustainability teams report to the sourcing/
procurement function to instantly infuse environmental 
considerations into vendor selection and evaluation. 
This placement in the organization can help introduce 
sustainability criteria into supply chain management 
processes, but ecological concerns can continue 
to be drowned out by cost and quality imperatives. 
Low-carbon fibers usually cost more to produce, and 
less sustainable virgin fibers can have an edge in qual-
ity and performance. There is no easy solution here 
– easing the friction requires processes and tools to 
make holistic evaluations and balance the competing 
imperatives of price, quality, and sustainability. 

Large-scale, transformational transitions require 
large-scale investments. These types of investments 
are often beyond the ability of individual companies to 
finance and execute. While government infrastructure, 
subsidy, and transitional programs can support some, 
those programs remain in short supply versus the 
demand. In response, we see the seeds of more col-
lective action among organizations to address transfor-
mational needs upstream and accelerate industry-wide 
progress to net-zero. 
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The companies that cultivate deep relationships with their supply chains to address 
climate-change challenges are transforming the textile industry. We’ve identified the 
following practices that address these friction points:

Sustainability Veto puts environmental and social 
concerns on equal footing to cost, value, and quality in 
selecting suppliers. 
Supplier Commitment to SBTi Goals extends corpo-
rate commitments into the upstream supply chain to 
drive down GHG emissions.

Renewable Energy Loans facilitate the transition of 
suppliers to renewable energy by providing financing 
to ease the financial burden of making the transition. 
Carbon Insets can help aggregate financial support for 
more significant and longer-term projects in organiza-
tions’ direct supply chain or the broader supply shed, 
driving more comprehensive industry transformation.
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This practice gives environmental metrics the same 
prominence as financial considerations in evaluating 
and selecting suppliers, ensuring sustainability re-
mains in focus. The rigor of a cross-functional review 
process for new and existing supply chain partners 
challenges all parties to develop and maintain high 
standards throughout the supply chain.

Although most companies encourage their sustaina-
bility team to collaborate with sourcing, very few give 
them significant authority relative to the sourcing 
team. We saw several organizations incorporating 
social and environmental concerns into their decisions 
through supplier scorecards. However, a supplier 
with high production quality and cost scores can be 
approved under this framework despite a relatively low 
environmental score. 

By giving sustainability considerations equal standing 
to other business factors, organizations more effec-
tively select supply chain partners consistent with 
their sustainability aspirations, helping them drive 
down Scope 3 emissions.

3.1

SUSTAINABILITY
VETO

PRACTICE IN BRIEF: 
SUSTAINABILITY VETO

Empower each of four 
stakeholders – represent-
ing sustainability, social, 
quality, and sourcing – to 
veto a prospective supplier. 
All four areas participate in 
the vetting process for new 
suppliers and meet weekly 
to make decisions, includ-
ing reviewing ongoing rela-
tionships.
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Functional areas, including 
sustainability, provide input 
when considering whether 
to work with a new supplier

Each team weighs the salient 
characteristics and features of 
the potential supplier

SUSTAINABILITY CRITERIA:
• GHG emissions
• Chemical toxicity
• Water usage
• Circularity
• Biodiversity
• Waste
• Commitment to future improvements

Team members may veto 
suppliers that do not meet 
their criteria VETO�

�

�

�

SUSTAINABILITY

SOCIAL WELFARE

QUALITYBUSINESS

SUSTAINABILITY

SOCIAL WELFARE

QUALITYBUSINESS

OVERVIEW OF SUSTAINABILITY VETO

Figure 21: The sustainability veto creates a balance of power that ensures 
non-financial characteristics receive appropriate weight in vendor evaluations
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LESSON FROM THE FIELD: CREATE A BALANCE OF POWER

“It’s very common that sustainability managers do their due diligence, but sourc-
ing doesn’t listen, and the brand ends up buying from a cheaper source. It’s a 
hierarchy issue. If you want to be truly sustainable, move towards giving more 
power to the sustainability department – we look at organizational charts.”

INTERMEDIARY GROUP FOR FARMERS

• Sustainability teams gain the ability to make supply 
chain decisions in concert with other relevant 
groups. They help ensure that suppliers share in 
the company’s environmental values and join as 
full partners in the sustainability journey.

• The rigor of the cross-functional review encour-
ages a thoughtful approach: one sustainability 
manager said the difficulty of the review process 
made people think carefully before proposing a 
new supplier.

• Companies can expand the cross-functional team’s 
purview to more and more supply chain tiers over 
time. One company started with finished-goods 
factories and their subcontractors, then brought 
the process to raw-materials fabric and trim sup-
pliers.

• Create Co-equal Team 
The sustainability team joins other relevant func-
tional areas (business, quality, and social wel-
fare) in a group of equals to make supply chain 
decisions, like which new suppliers to approve 
and how to manage current suppliers, including 
remediation activities.

• Implement Veto Power  
The supplier decision team members evaluate 
vendor decisions and ultimately hold veto power. If 
a potential supplier has strong credentials in other 

areas but lacks commitment to long-term GHG-re-
duction improvements, for example, the sustaina-
bility team can prevent it from being chosen.

• Conduct Rigorous Reviews 
The entire group participates in vetting potential 
new suppliers, with each functional area applying 
its criteria. The group assesses quality standards 
and business requirements alongside social wel-
fare and environmental concerns. 

MECHANICS

ASSESSMENT
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This practice encourages supply chain partners to 
play a more active role in the sustainability journey by 
taking on their own commitments to reducing carbon, 
in this case by committing to SBTi targets. It fosters 
cooperation by linking each side’s success to the oth-
er’s, allowing for even more significant GHG emissions 
reductions.
We have seen various methods for companies to en-
gage with their supply chain partners and bring them 
fully into the organization’s sustainability programs. 
Relatively few, however, have chosen to make public 
commitments on supplier SBT efforts and motivate 
their suppliers to adopt SBTs. One study participant 
has bucked this inertia and has taken a leadership role 

in requiring that 80% of its suppliers commit to SBTi 
targets by 2023.  

Greening the supply chain by advancing the adoption 
of SBTi targets requires significant communication and 
collaboration, along with reliable emissions data. Be-
yond setting a mandate, this effort should include the 
willingness to help suppliers through the process of 
adopting SBTs, to ensure that smaller, less sophisticat-
ed, or more resource-constrained producers are not 
unfairly pushed out. The results are crucial for reducing 
emissions, as so much of an apparel company’s emis-
sions stem from its supply chain.

3.2

SUPPLIER COMMITMENT 
TO SCIENCE-BASED 
TARGETS
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• Rank and Select Suppliers 
Review and rank suppliers based on relationship 
and impact to the business (e.g., spend, carbon 
contribution to end products, etc.). 

• Set Mutually Agreed Goals 
Set a reasonable timeframe for each supply part-
ner to commit to SBTi goals. Once committed, 

companies have an additional two years to set 
SBTi targets.

• Engage 
Work with suppliers and NGOs to identify and 
resolve barriers, and engage in joint initiatives to 
accelerate GHG reductions. 

PRIORITIZE SUPPLIERS
Assess criticality in terms of 

spend and carbon

SET GOALS
Determine timelines 
for commitment and 

achievement

RESOLVE OBSTACLES
Identify and overcome barriers 

to achievement

OVERVIEW OF SUPPLIER COMMITMENT TO SCIENCE-BASED TARGETS

Figure 22: Engagement to understand and remove obstacles is integral to 
securing supplier commitment to SBTs
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PRACTICE IN BRIEF

Extend company commitments to Sci-
ence-Based Targets by incorporating a goal of 
having a certain percentage of the organiza-
tion’s supply chain partners set Science-Based 
Targets within a defined timeframe.
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• When there is a shared commitment, supply chain 
partners have more substantial incentives to mon-
itor and reduce their emissions. Purchasing com-
panies may have more opportunities – and moti-
vation – to work with their supply chain partners, 
for example, on data improvement and renewable 
energy projects.

• Closer collaboration between a company and its 
supply chain allows for more frequent and produc-
tive investment in supplier innovation for carbon 
reduction.

• Mandates for SBTi commitments without corre-
sponding supplier engagement and support are 
risky, and only the largest purchasers might have 
sufficient sway to compel cooperation. Collabora-
tion is essential to making this successful. 

• With the vast majority of emissions for apparel 
companies coming from upstream suppliers, or-
ganizations that have committed to significant GHG 
reductions will not be able to meet the targets 
without corresponding commitment in their supply 
chains.

ASSESSMENT

LESSON FROM THE FIELD: LEVERAGE PARTNERSHIPS FOR SCALE

“In addition to working with suppliers to transition to renewable energy sources 
and implement their own emissions reduction projects, we partner with organi-
zations like the Apparel Impact Institute (Aii). They scale performance improve-
ment programs that focus on reducing energy use and emissions in our suppliers’ 
factories.”

SUSTAINABILITY MANAGER
GLOBAL 100 RETAILER 
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This practice enables companies’ supply chain part-
ners to transition more rapidly to renewable energy. It 
reduces friction for suppliers trying to phase out fossil 
fuels in their power generation and facilitates renewa-
ble electricity purchases.
For companies to achieve their Scope 3 emissions 
goals, their suppliers must transition to re-
newable energy sources. Brands that actively 
support their suppliers’ renewable energy 
transition note that onsite solutions only cover 
a portion of their energy needs – the remain-
der must be procured through the grid. There, 
companies can provide supply chain partners 
with much-needed knowledge and bargaining 
power to supplement their own power genera-
tion capacity. 

We’ve seen organizations finance onsite im-
provements like rooftop solar panels, improved 
power generation, and the removal of coal-fired 
boilers. For offsite improvements, companies 
have provided support for Power Purchasing 

Agreements (PPAs) in the form of training and nego-
tiation on suppliers’ behalf. One participant’s program 
enables its suppliers to purchase renewable electricity 
through PPAs it negotiates with local providers — the 
suppliers need only sign a new electricity contract. 

3.3

RENEWABLE 
ENERGY SUPPORT
FOR SUPPLY CHAIN

PRACTICE IN BRIEF:  

Assist supply chain partners’ 
transition to renewable energy 
with financing for onsite invest-
ments and support in arrang-
ing contracts. Brands can work 
with each other through joint 
initiatives to show commitment 
to shared suppliers.
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RENEWABLE ENERGY LOANS OTHER TRANSITION SUPPORT

Determine the financing source 
Companies can provide the capital 
directly or assist suppliers in securing 
a loan from a third party, like a green 
energy fund.

Educate and equip
Providing lists of regional providers, 
boilerplate text, and training webinars 
empower suppliers to transition inde-
pendently. 

Evaluate the supplier
Strength and duration of the relation-
ship, emissions intensity, and creditwor-
thiness are all relevant considerations.

Pool bargaining power
If negotiating a contract on suppliers’ 
behalf, adding multiple parties may 
result in a better rate.

Evaluate the project
Factor in the timeline, implementation 
plan, and carbon reduction potential 
when assessing applications.

Consider technological advances
PPAs are long-term contracts, often last-
ing 15-20 years. The performance of the 
underlying technology could improve 
drastically, and this should be account-
ed for in the terms.

Negotiate the terms
Engaging external advisors to structure 
the repayment schedule and interest 
rate is best practice for companies with 
no existing renewable energy financing 
program.

Loan down payment
Some PPAs, especially onsite, require 
a prepayment that suppliers may need 
help covering. A small loan may be 
necessary. 

RENEWABLE ENERGY SUPPORT CONSIDERATIONS

• Assess Energy Needs 
Confer with suppliers to determine their renewable 
energy capacity and current usage. Some suppli-
ers may not have the space for onsite installations 
or the budget for a loan — these organizations 
should purchase from the grid. 

• Optimize the ROI 
Evaluate the potential return — in both GHG and 
financial terms — of securing external renewable 

energy versus financing an investment. Sophis-
ticated suppliers may be able to operate onsite 
generators for maximum efficiency, while others 
would benefit from external management. Com-
pare the cost of self-generated energy to the fixed 
price from a contract. In some markets, the supply 
of offsite renewable energy may be high enough 
to negotiate favorable pricing terms. 

Figure 23: Providing financing and auxiliary support for suppliers to invest in renewable 
energy is an effective and quantifiable method of lowering Scope 3 GHG

MECHANICS
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ASSESSMENT
• Suppliers are empowered to contribute significant-

ly to their buyers’ carbon reduction goals, even if
buyers do not have specific supply chain renewa-
ble energy goals.

• Support needs to address both onsite and offsite
renewable energy supply to meet suppliers and
manufacturers’ energy needs fully: one company
estimated that onsite renewable energy could
address only 25% of electricity needs.

• These initiatives can strengthen the relationships
between suppliers and their buyers. One organ-
ization referred to their relationships with their

loan recipients as a “true symbiosis between the 
supplier and us.” 

• While they have become more standardized over
time, offsite PPAs are generally long-term com-
mitments with complex contracts. Employing an
energy management consultant at the beginning
of the program can help companies manage risks
more effectively as they get up the learning curve.

• The amount of energy generated from wind and
solar can be highly variable. Consider this un-
predictable nature in the negotiation process to
ensure the project can meet demand and perfor-
mance requirements.

LESSON FROM THE FIELD: FINANCING STRENGTHENS TIES

From the supplier perspective, taking financing from a buyer not only acceler-
ates a transition to renewable energy that is mutually beneficial – the financing 
mechanism strengthens the buyer’s interest in the supplier, making the supplier 
more likely to retain the relationship. According to one participant, “if we give a 
loan, there’s of course interest from us in sticking with that supplier as well.”

SUSTAINABILITY MANAGER
S&P 500 BRAND

Location Financing Energy 
Potential

Asset 
Ownership

Efficiency

INVESTMENT Onsite Internal
 financing

Some 
capacity

Self-owned 
and operated

Responsible 
for optimizing 
kWh

PURCHASE 
POWER 
AGREEMENT

Onsite and 
Offsite

External 
financing

Full capacity 
with offsite 
purchase

Developer 
owned and 
operated

Pay fixed 
price per kWh

Figure 24: Assisting supply chain companies in obtaining PPAs can expand the use of 
renewable energy beyond what is supported by direct investment
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Carbon insets are a relatively new intervention 
focused primarily on Scope 3 emissions within 
a company’s supply chain or supply shed. They 
are carbon reduction projects within a company’s 
value chain that cannot be directly attributed to a 
business (i.e., a company’s cotton can be traced 
back to a supply shed of farmers but not to a spe-
cific farm). In contrast, carbon offsets are emis-
sions reductions, usually purchased via carbon 
credits, outside of a company’s industry and value 
chain.

Carbon inset projects are most commonly carbon 
sequestration and reduction activities in regenera-
tive agriculture among farmers, ranchers, growers, 
and agroforestry. The company receiving the inset-
ting credits acts as a catalyst for financing a transi-
tion to new farming, ranching, and other methodol-
ogies that would otherwise not be possible. 

3.4

CARBON 
INSETS

PRACTICE IN BRIEF: 
CARBON INSETS

Identify, evaluate, and partic-
ipate in investment projects 
that facilitate carbon reduc-
tion transitions in the organ-
ization’s supply shed. Select 
partners with the required 
expertise to assist in execu-
tion and support third-party 
verification of resulting car-
bon reductions.
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EILEEN FISHER’s regenerative wool insetting program provides the up-front capital farmers and ranchers require 
to transition to regenerative practices that increase carbon sequestration, improve the health of the soil and the 
nutritional value of forage, and develop resilience to drought. Investments in increased fencing, building wa-
ter infrastructure and supporting the framework for more active livestock management allow fields to rest and re-
cover through rotational grazing, improving the lives of livestock and the absorption of carbon dioxide. As the 
program grows, it is expected to reduce carbon emissions by 50,000 tonnes per year, equivalent to emissions of 
over 15,000 passenger vehicles.

• Prioritize Direct GHG Reduction (Scopes 1, 2,
and 3) Before Insetting
Before considering carbon insets, companies
should reduce their own Scope 1 and 2 emissions
as much as possible and consider direct interven-
tions to mitigate Scope 3 emissions. These direct
investments are typically easier to execute be-
cause there are fewer stakeholders to coordinate.
After all those options are underway, consider
carbon insets.

• Identify Carbon Inset Opportunities
Investigate potential projects within the compa-
ny’s supply shed. Ideal opportunities contribute
to suppliers’ ecosystems, increase supply chain
resilience, and benefit surrounding communities.

• Select Partners
Find partners with and subject matter expertise
and experience with insets to facilitate successful
implementation. Invite other fashion and textiles
companies to help scale the initiative, and build
relationships with recipients of insetting funds to
facilitate execution.

• Execute and Measure Impact
Ensure third-party organizations verify GHG reduc-
tions to count emissions reductions toward SBTs
and avoid greenwashing.

• Restrict Carbon Offsets to What is Left Over
Consider carbon offsets after all direct interven-
tions in Scopes 1, 2, and 3, and carbon inset GHG
reductions have been calculated.
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Figure 25: Prioritizing carbon insets over offsets to reach target 
reductions helps ensure maximum impact in your supply shed

MECHANICS
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ASSESSMENT
• Using carbon insets requires a significant effort to 

identify and execute on activities. Companies are 
restricted to opportunities in their value chain and 
must work with external stakeholders to develop 
and implement projects.

• Insets require a robust framework and verification 
process that ensures projects are additive to over-
all GHG improvements and not double-counted. 

• Most inset projects and expertise today are limited 
to agriculture and forestry. Several study partic-
ipants are seeking to expand inset activities to 
transportation, manufacturing, and renewable 
energy. 

• Consortia such as SBTi, its founding organization 
WRI, WBCSD, and carbon certifying agency Gold 
Standard are evolving the framework and account-
ing standards for carbon insets. New guidelines 
are expected to be released soon and operational 
by mid-2022.

• Organizations such as the International Platform 
for Insetting (IPI) are also working with partners to  
guide carbon insets. Key principles include: 

 ◦ Limiting investments to the value chain, 
supply chain, or broader supplier shed

 ◦ Measuring and verifying carbon reductions 
using common standards organizations

 ◦ Ensuring that reductions are lasting, with 
the length of outcomes dependent on the 
activity

 ◦ Ensuring carbon reductions are not dou-
ble-counted 

 ◦ Ensuring companies can collaborate on 
projects and divide carbon reductions 
accordingly

• Carbon insets can play a significant role in holistic 
climate strategy. Coffee maker Nespresso, for ex-
ample, is targeting 25% of its near-term reductions 
with carbon insets.

At present, SBTi committed companies can only get 
credit against their targets for inset activities “under 
certain circumstances.” As a result, one participant 
noted that, beyond marketing purposes, there are 
currently limited incentives for initiating carbon inset 
projects.

LESSON FROM THE FIELD: INSETS REQUIRE GUIDELINES

“Insetting is now just a nice narrative, a good story outside your Scope 1, 2, 3... In-
setting requires serious accounting (such as the Gold Standard) to move beyond 
just a PR methodology.”

SUSTAINABILITY MANAGER
GLOBAL BRAND AND RETAILER
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JOURNEY STAGE FOUR: 
EXTENDING
IMPACT



FRICTION POINTS

Nature and pace of government policy is 
highly variable and unpredictable.

Financing mechanisms lag the pace 
of innovation and demand for suitable 
financial vehicles.

The timeline for R&D/approval of new 
developments is long.
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While the primary focus of this study was best practices in fibers and materials, there 
is a galaxy of surrounding practices and innovations that complement, extend, and 
accelerate climate impact. Many of these areas warrant in-depth research in their own 
right and will be the topics of future studies. 

Here, we will touch on three examples:

SUPPLY CHAIN TRANSFORMATION: FIELD, FARM, AND FOREST INTERVEN-
TIONS are supply chain activities targeting sources at the agricultural level. Numerous 
interventions in the pilot stage and others have progressed and are scaling up after 
successful trials. By jumping the long and complex queue of intermediate suppliers, 
brands are adding another critical lever in the push to move Scope 3 emissions. 

Emerging questions:
• What sourcing areas are most amenable to influence from retailers and brands? To 

what extent do they move the needle on emissions?
• How can best practice supply chain interventions be scaled rapidly?

FINANCIAL MARKET INNOVATIONS focus on extending impact beyond the supply 
chain to mobilize capital toward driving change. We believe these are in their infancy 
and expect to see a vast proliferation of new vehicles and approaches to financing a 
more sustainable future. 

Emerging questions:
• What new financing vehicles and practices are emerging to mobilize external capi-

tal and collective action to accelerate transitions?
• Which techniques and approaches are effective in financing transitions internally?

NEW BUSINESS MODELS are the emerging experiments to advance sustainability 
and circularity in fashion and textiles. We see green shoots among these and best 
practices that support and facilitate climate innovation internally.

Emerging questions:
•  Which new business models are effective in reducing GHGs? What impact do 

initiatives like adding a recycled clothing line or offering leased clothing have on 
emissions? 

• How can organizations effectively create an environment and support system that 
incubates new ideas and innovations in the climate space?
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4.1

SUPPLY CHAIN 
TRANSFORMATION: 
FIELD, FARM, AND 
FOREST INTERVENTIONS

In the face of deep and complex supply chains, we’ve seen apparel, and textile 
companies begin to go straight to the source – the fields, farms, and forests 
where their supply originates – with activities that drive progress toward sustaina-
ble and regenerative practices. Organizations in our study have initiated programs 
at the ground level to move the needle on Scope 3 emissions. These efforts 
smooth the way for eventual supplier commitments to SBTis while creating on-
the-ground progress immediately. Many initiatives also support social and animal 
welfare in addition to addressing environmental sustainability. 

These programs typically begin as pilots that provide financial, technical, training, 
or data support to dozens of farmers in focused geographies. Once proven, the 
trials extend to larger groups, leading to broad regional transitions that will affect 
many more. As practices become better understood and more widely available, 
they raise a new standard for suppliers across the board. 
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We saw brands and suppliers engaging in a wide variety of direct interventions to enhance 
the supply and quality of preferred fibers and materials. These examples are a small sam-
pling – by no means exhaustive – covering various approaches in play right now.  

Armed Angels helps farmers in India transition to organic cotton through its Organic Farm-
ers Association. In partnership with Suminter Organics, they directly provide high-quality 
GMO-free seeds, training, and technical support to farmers. Because converting from con-
ventional to organic cotton takes three years, they help subsidize the transition by paying 
farmers an “organic subsidy” during the interim period.

Bergman Rivera helps cotton farmers in Peru transition to organic and ultimately regenera-
tive practices through the Ecotton program. They support the implementation of rotational 
crop farming and have established markets for organic rotational crops that increase farm-
ers’ income. They also developed a market that helped preserve a local naturally colored 
cotton that was nearing extinction. Supplementing these activities, Bergman Rivera joined 
forces with two other organizations to build a computer room for local farmers and devel-
oped three GOTS-certified workshops for organic cotton farmers.

KERING co-founded the Regenerative Fund for Nature, which will provide grants to 
farming groups, project developers, NGOs, and others starting in 2021. The grants will fund 
projects to test, prove, and scale regenerative practices in 17 target countries. Projects 
must use crop rotation, ground cover, intercropping, rotational grazing, wildlife corridors, 
and organic farming practices.

Patagonia is piloting and managing regenerative organic projects through the Regenerative 
Organic Alliance. The Regenerative Organic Certification, one component of these activi-
ties, includes requirements on pasture-based animal welfare, fairness for farmers and work-
ers, and soil health and land management (cover crops, converting farm waste to compost, 
crop rotation, intercropping, low to no-tilling). Farmers receive a price premium for ROC 
(certified) crops.

Primark provides training to farmers through its Sustainable Cotton Programme, offering 
education on topics from seed selection, sowing, soil, water, pesticide, and pest manage-
ment; to picking, fiber quality, grading, and storage of harvested cotton. Success in the 
program led to the introduction of sustainable cotton products to customers and anticipated 
expansion of the sustainable product line. The program also includes traceability of sustain-
able cotton used in Primark’s products. 

TYPES OF SUPPORT FINANCIAL TRAINING DATATECHNICAL/TACTICAL

LEARN MORE

LEARN MORE

LEARN MORE

LEARN MORE

LEARN MORE
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Tchibo acts through its Joint Forces!® program to help local farmers grow coffee more 
responsibly, productively, and sustainably through various projects in nine countries. They 
train farmers on practical agronomy and business skills and connect local input suppliers for 
discount prices.

Timberland (VF Corporation) is co-funding ecological outcome verification (EOV) programs 
on ranches within the Thousand Hills Lifetime Grazed network of regenerative ranches in 
the US. The EOV programs collect soil health and biodiversity data to assess water and min-
eral cycles and energy flow. Funding goes towards training and marketing initiatives.

Welspun provides farmers with guidance on management practices for sustainable cotton. 
They conducted a gap analysis to identify the opportunities for farmers to reduce cost and 
increase harvest and introduced farmers to best practices in cotton picking, storage, and 
segregation. They are also working to improve access to capital by supporting farmers in 
obtaining credit from partner banks and financial institutions.

Scaling efforts like these is critical to accelerating 
improvements downstream. Approaches, challenges, 
and successes in scaling are a ripe area for further 
research.

LEARN MORE

LEARN MORE

LEARN MORE

79

https://www.tchibo-nachhaltigkeit.de/en/verantwortung-uebernehmen/kaffee/tchibo-joint-forces
https://savory.global/timberland/
https://www.welspunindia.com/esg


 While green bonds have been around for well over a 
decade and last year surpassed $1 trillion in cumulative 
issuance, it is still early days for the apparel and tex-
tiles industry’s use of sustainability-oriented financial 
instruments. The use of these instruments by apparel 
and textile companies shot up in 2020 from nominal 
levels and exceeded 1% of the total market for the first 
time.

As investor attention and interest in sustainability 
continue to escalate, we anticipate the proliferation of 
exciting practices and innovations to deploy financial 
capital toward climate objectives. We have already 
seen nascent and accelerating activity in this space, 
both within and outside the industry. For example:

Instruments to address transition risk
The Currency Exchange Fund launched a Long-Term 
FX Risk Management instrument to facilitate long-term, 
large-scale climate investment in developing coun-
tries. Through a combination of swaps and loans, the 
facility enables companies and investors to mitigate 
currency and interest rate risk associated with long-
term projects in countries with underdeveloped finan-
cial markets. Instruments like these can help remove 
significant investment barriers for green energy and 
other large projects that will impact Scope 3 emis-
sions. Source: Climate Finance Lab.

4.2

FINANCIAL 
MARKET 
INNOVATIONS
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Niche instruments for specific projects
BVRio introduced a (pilot stage) Responsible Com-
modities Facility to limit deforestation by soy farming in 
Brazil. It is a hybrid of instruments, including commer-
cial debt, credit enhancements like grants and guaran-
tees, mezzanine debt, and equity. It also incorporates 
a traceability system and an exchange. As a whole, the 
facility creates a comprehensive system that deploys 
investment capital to finance producers for sustainable 
cultivation and restoration activities directly. It provides 
an exchange to drive the distribution of their outputs 
to buyers. Source: Climate Finance Lab.

Sustainability-Linked Bonds – Premium/Penalty 
Reinvestment
In addition to innovations in financial instruments 
themselves, we see creativity in deploying proceeds 
from financing. For example, sustainability-linked 

bonds and loans are the fastest-growing categories in 
‘green’ financing, but these instruments generally don’t 
require that proceeds be used for sustainability activi-
ties. When receiving a sustainability-linked loan with a 
financial penalty for failure to hit specific CSR targets, 
one organization we spoke to committed to reinvesting 
the penalty in sustainability-oriented NGOs. Similarly, 
premiums or discounts from hitting the targets can be 
reinvested as well, creating a win-win-win for sustaina-
bility-minded companies, NGOs, and investors. 

With the investor attention and dollars flooding the 
ESG space, we believe we are entering a Golden Age 
of financial innovation for climate-related investments. 
Stay tuned to The Climate Board for a deeper look at 
the action here.

GREEN BONDS
Apparel & Textile Share vs Total Market
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 Figure 26: After lying nearly dormant, apparel and textile companies 
are beginning to leverage the green bond market.

 GROWTH IN GREEN BONDS

GREEN BONDS
Apparel & Textile Share vs Total Market
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In recent years, much of the industry has finally come 
to grips with the fact that fast fashion – focused on 
new, cheap, and more – is a significant problem. As 
always, admitting you have a problem is the first step 
to finding a solution. Organizations have taken on the 
issue with enthusiasm, and an impressive number of 

solutions, ideas, and tests are underway or on the 
horizon. We’ve seen robust experimentation from com-
panies large and small, premium and mainstream, that 
take solid aim at several different types of sustainability 
objectives. Figure 27 is a small sampling of practices 
and companies undertaking them.

4.3

NEW BUSINESS 
MODELS
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Along with this innovation comes a set of practices and techniques that organizations can use to enable exper-
imentation by reducing risks and removing barriers. These can be internal (e.g., incubators and testing labs) or 
external (e.g., new brands, distinct product lines, or separate retail outlets).

Which of these creates the greatest positive environmental im-
pact, whether they’re sustained or just a flash in the pan, and 
how brands intend to differentiate themselves on these initia-
tives in the longer term remain open questions. Look for The 
Climate Board’s upcoming research to learn more.

Figure 27: Companies are pursuing multiple sustainability objectives, 
often at the customer interface.

INCREASE RE-USE
Encourage people to 
buy less or buy used

REDUCE WASTE
Reduce fabric waste 

per product, Cut inven-
tory waste

DRIVE CIRCULARITY
Re-use existing 

materials

EXTEND USABLE LIFE
Enhance durability to 
reduce new purchase

Apparel Rental 
Rent the Runway

Resale / Secondhand  
The RealReal, ThredUp,
Archive, Many others

Digital customization
Synflux

Custom production 
Unspun

On-demand production 
Unmade

Recycling
Life After Death Denim, 

Urban Renewal

Upcycling 
Maaji

Antimicrobials to 
reduce washing wear

Pangaia

Digital tags with care 
instructions for 
prolonged use, 
recycling points

Ambercycle + Avery, 
Dennison
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Emerging questions from industry leaders focus on managing external stakeholders, driving innovation, and 
setting key performance indicators, informing areas of interest for future research. 

a. Managing Customer Impact: 
• How do organizations communicate sustainability efforts without over-burdening customers? How 

does this impact the buying experience? 
• What are the best practices and proven techniques to evaluate end-of-life product impact? 

b. Closing the Innovation Gap 
• Which new and emerging technologies can significantly reduce GHG emissions? 
• What steps are necessary to spur adoption, either individually or collectively? How do we bring new 

ideas to market faster? 
c. Setting Climate-related KPIs 

• Which KPIs influence corporate, individual, and supplier behavior? How can these be aligned with 
external climate commitments? 

• What compensation and incentive practices are effective in linking GHG to corporate behavior?  
d. Understanding ESG Investors 

•  What are best practices in meeting and anticipating the evolving demands of ESG investors? 
•  What approaches effectively balance the demand for greater transparency with the challenges of 

measurement and reporting?

INSIGHTS FOR FURTHER ACTION
THE CLIMATE 
SOLUTIONS
LAB
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The Climate Board accelerates business 
action on climate change, leveraging the 

insights and knowledge gained by companies 
to offer practical, cost-effective solutions to 

climate and sustainability challenges. 
 

To learn more or contribute to our research, 
please contact us at  

info@theclimateboard.com.
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