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Executive Summary 

Scope 3 emissions represent the most significant, complex, and least controlled component of 
corporate carbon footprints. For most organisations, they account for the majority of total 
emissions—often exceeding 70%—yet remain poorly understood, inconsistently measured, and 
rarely audit-ready. 

What has changed is not the concept of Scope 3, but its importance. 

Regulatory frameworks, investor expectations, and supply chain pressures are converging to make 
Scope 3 data a core requirement for doing business, not an optional extension of sustainability 
reporting. Organisations are no longer being asked whether they track emissions—they are being 
asked to prove them, defend them, and act on them. 

This report explores the structural challenges behind Scope 3, why most organisations struggle to 
manage it effectively, and what is required to build a credible, defensible, and strategically 
valuable approach to supply chain emissions data. 

1. The Reality of Scope 3: Beyond the Organisation’s Walls 

Scope 1 and Scope 2 emissions are, by comparison, relatively straightforward. They sit within 
organisational boundaries, rely on known data sources, and can be measured with a reasonable 
degree of confidence. 

Scope 3 is fundamentally different. 

It extends beyond the organisation into a distributed, fragmented network of suppliers, logistics 
providers, partners, and customers. It captures emissions that are not owned, not directly 
controlled, and often not even visible. 

This creates a structural problem: 
you are accountable for data you do not control. 

For many organisations, this results in a paradox. The largest share of their emissions footprint sits 
in an area where: 

• Data is incomplete or unavailable 



 
• Methodologies vary across suppliers 
• Reporting maturity is inconsistent 
• Verification is difficult 

And yet, this is precisely the area regulators, investors, and customers are now focusing on most. 

2. Why Scope 3 Has Moved to the Centre of Decision-Making 

Scope 3 has shifted from a technical sustainability issue to a strategic business issue. 

This shift is being driven by three forces. 

The first is regulation. Frameworks such as CSRD are expanding the definition of corporate 
accountability to include the full value chain. It is no longer sufficient to report emissions within 
operational control. Organisations must now demonstrate an understanding of their broader 
environmental impact, including upstream and downstream activities. 

The second is supply chain pressure. Large organisations—particularly those exposed to European 
regulation—are pushing requirements down their supply chains. Suppliers are increasingly 
expected to provide emissions data as part of procurement processes. In many cases, the ability to 
provide credible Scope 3 data is becoming a prerequisite for winning and retaining business. 

The third is capital allocation. Investors and lenders are integrating climate risk into financial 
decision-making. This includes assessing exposure to carbon-intensive supply chains, transition 
risks, and long-term sustainability of operating models. 

Taken together, these forces mean that Scope 3 is no longer about reporting—it is about risk, 
revenue, and resilience. 

3. The Core Failure: Data That Cannot Be Trusted 

Most organisations are not failing at Scope 3 because they lack intent. They are failing because 
their data is not fit for purpose. 

In practice, Scope 3 reporting often relies on a combination of: 

• Spend-based estimates 
• Generic emission factors 
• Supplier questionnaires with low response rates 
• Manual aggregation of data across disconnected systems 

This creates outputs that may appear complete, but lack the underlying integrity required for 
serious use. 

The issue is not simply accuracy. It is defensibility. 



 
If a reported figure cannot be traced back to a source, explained through a consistent 
methodology, and reproduced under scrutiny, it does not meet the standard required by 
regulators, auditors, or sophisticated stakeholders. 

This is where many organisations are currently exposed. They are producing reports, but not 
building systems. 

4. Measurement Approaches: The Illusion of Precision 

A key challenge in Scope 3 is the choice of methodology. 

Spend-based approaches are widely used because they are accessible. They allow organisations 
to estimate emissions based on financial data, applying average emission factors to categories of 
spend. This provides speed and coverage, but at the cost of precision. 

Activity-based approaches, by contrast, rely on actual operational data—energy usage, transport 
distances, material volumes. These methods are significantly more accurate, but require deeper 
engagement with suppliers and more sophisticated data collection. 

The mistake many organisations make is treating this as a binary choice. 

In reality, the objective is not immediate perfection, but progressive improvement. What matters 
is the ability to demonstrate: 

• Awareness of methodological limitations 
• A structured approach to improving data quality 
• A transition pathway from estimates to real data 

Organisations that remain static in their methodology will face increasing scrutiny. Those that 
show a clear trajectory toward higher-quality data will be viewed as credible—even if their current 
state is imperfect. 

5. Supplier Engagement: The System Constraint 

Scope 3 is often framed as a data problem. In reality, it is a coordination problem. 

Your emissions data is only as strong as the weakest part of your supply chain. And most supply 
chains are not designed to produce emissions data. 

Suppliers may: 

• Lack the capability to measure their own emissions 
• Use different standards or assumptions 
• Prioritise operational delivery over reporting 
• View ESG requests as administrative burden 

This creates friction. 



 
The organisations that succeed in Scope 3 are not those that demand perfect data from all 
suppliers. They are those that design pragmatic engagement strategies. 

This typically involves prioritisation. Not all suppliers need to be treated equally. A small number 
of suppliers often account for a disproportionately large share of emissions. Focusing effort on 
these relationships delivers the greatest impact. 

It also involves standardisation. Providing clear guidance, consistent templates, and aligned 
methodologies reduces ambiguity and increases response quality. 

Most importantly, it involves recognising that supplier engagement is not a one-off exercise. It is 
an ongoing process of capability building across the value chain. 

6. Audit and Assurance: The Coming Reality 

One of the most underestimated aspects of Scope 3 is audit. 

As regulatory frameworks evolve, sustainability data is moving toward the same level of scrutiny 
as financial data. This includes requirements for assurance, validation, and transparency. 

In this context, the question is no longer whether your Scope 3 numbers are directionally correct. 

The question is: 

Can you explain how they were calculated, and can you prove it? 

This requires: 

• Clear documentation of methodologies 
• Consistent application of emission factors 
• Defined assumptions 
• Traceability from reported figures back to source data 

Organisations that treat Scope 3 as an estimation exercise will struggle in this environment. Those 
that treat it as a structured data process will be significantly better positioned. 

7. The Strategic Opportunity Hidden Within Scope 3 

While much of the conversation around Scope 3 focuses on compliance, this misses a critical 
point. 

Scope 3 data, when properly understood, provides insight into how an organisation actually 
operates. 

It reveals: 

• Which suppliers are carbon-intensive 
• Where inefficiencies exist in procurement and logistics 



 
• How exposed the business is to regulatory or transition risk 
• Where opportunities for cost reduction and optimisation lie 

This transforms Scope 3 from a reporting obligation into a decision-making tool. 

Organisations that build strong capabilities in this area are able to move beyond disclosure. They 
can actively shape their supply chains, negotiate more effectively, and align sustainability with 
financial performance. 

8. Building a Credible Scope 3 Capability 

There is no shortcut to effective Scope 3 reporting. It requires a combination of structure, 
discipline, and iteration. 

The starting point is understanding the value chain. This means identifying where emissions are 
likely to sit, and which areas require the most attention. 

From there, organisations must establish a consistent methodology aligned with recognised 
standards. Without this, data will remain fragmented and incomparable. 

Data collection processes must then be formalised. This involves moving away from ad hoc 
spreadsheets toward structured, repeatable systems that can scale. 

Supplier engagement should be targeted and phased, focusing first on the areas of greatest 
impact. 

Finally, audit readiness must be built into the process from the beginning. Retrofitting assurance 
into an unstructured system is significantly more difficult than designing for it upfront. 

9. What Maturity Looks Like 

A mature approach to Scope 3 is not defined by perfection. It is defined by control. 

Organisations that are progressing effectively typically demonstrate: 

• A clear understanding of where emissions sit across their value chain 
• Consistent methodologies applied across reporting cycles 
• Increasing use of primary (activity-based) data 
• Structured engagement with key suppliers 
• Documented processes that support audit and assurance 

Most importantly, they are able to explain their data with confidence. 

Conclusion 

Scope 3 is the most challenging aspect of carbon reporting, but it is also the most revealing. 



 
It forces organisations to look beyond their own operations and confront the realities of how their 
business is structured, sourced, and delivered. 

For finance, sustainability, and ESG professionals, this represents both a challenge and an 
opportunity. 

The challenge is building systems capable of handling complexity, uncertainty, and external 
dependencies. 

The opportunity is gaining visibility into areas of the business that were previously opaque—and 
using that insight to drive better decisions. 

The organisations that succeed will not be those with the most polished reports. 

They will be those with the most credible data, the clearest understanding of their value chain, 
and the ability to act on what they see. 

 

About CarbonFlow AI 

CarbonFlow AI is a next-generation carbon and ESG reporting platform designed to help 
organisations transform fragmented sustainability data into structured, audit-ready intelligence. 

By combining AI-driven data extraction with robust emissions calculation methodologies, 
CarbonFlow AI enables organisations to measure, manage, and report emissions across Scope 1, 2, 
and 3 with accuracy and confidence. 

The platform is built for modern finance and sustainability teams who need to move beyond 
spreadsheets and manual processes, providing full audit trails, consistent methodologies, and 
actionable insights that support both compliance and strategic decision-making. 

 


