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India Scope 3 Decarbonisation 2026: Supplier
Engagement, PCF and Procurement
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A 2026 India playbook for Scope 3 decarbonisation: supplier data, product carbon footprints, low-carbon
procurement and MRV.

India’s Scope 3 Decarbonisation Playbook for 2026: Supplier Engagement, Product Carbon Footprints and
Procurement

For many Indian companies, 2024 and 2025 were about getting operational emissions under control: tracking
fuel use, cleaning up purchased electricity, evaluating open access renewables, and preparing for BRSR
Core scrutiny. In 2026, the harder challenge is moving to value-chain emissions. That means Scope 3.

For export-oriented manufacturers, large domestic brands, OEMs, EPC firms, logistics-intensive businesses
and even financial institutions, Scope 3 is no longer a voluntary sustainability talking point. It is becoming a
commercial, disclosure and procurement issue. Customers want emissions data at product level. Large
buyers are asking suppliers for primary activity data instead of generic emission factors. Lenders want better
transition visibility in portfolios. Boards want to know where the largest abatement sits after Scope 2 has
already been optimised.

In India, this matters because a large share of industrial emissions sits outside the reporting entity’s
boundary: purchased materials, transport, use of sold products, capital goods and upstream energy. For
many sectors, Scope 3 can be 4 to 15 times larger than Scope 1 and Scope 2 combined. If a company delays
Scope 3 strategy until customer questionnaires become urgent, it usually ends up with poor-quality
estimates, weak supplier participation and limited influence over cost-effective abatement.

This article sets out a practical 2026 playbook for Indian companies: where Scope 3 matters most, how to
build usable supplier data, when to use product carbon footprints, how procurement can drive real reduction,
and how to create auditable MRV that works for BRSR Core, export compliance and commercial
negotiations.

Why Scope 3 has become a board-level issue in India in 2026
Three market shifts have pushed Scope 3 from the sustainability team to procurement, finance and strategy.

First, disclosure expectations have matured. Large listed entities are already under pressure to present
cleaner, more defensible emissions inventories. Even where direct mandatory assurance on all Scope 3
categories is not universal, investor, customer and lender scrutiny is rising. Companies that cannot explain
methodology boundaries, emission factors and data quality are exposed.

Second, buyer pressure is intensifying. Global customers in sectors such as automotive, engineering goods,
chemicals, textiles, electronics and construction products increasingly ask Indian suppliers for cradle-to-gate
emissions, renewable electricity shares, recycled content and process-specific data. Generic spend-based
estimates are usually not enough for serious supplier engagement.

Third, decarbonisation economics have changed. For many commercial and industrial consumers, delivered
open access solar tariffs in several states remain around Rs 3.2 to Rs 4.8 per kWh depending on state
charges, banking provisions, ISTS status and scheduling profile. Hybrid and firmer renewable solutions can
land higher, often around Rs 4.5 to Rs 6.5 per kWh depending on storage hours and risk allocation. As
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Scope 2 opportunities become more familiar, companies are turning to materials, logistics and design
decisions to unlock the next set of reductions.

This is why Scope 3 should now be treated as an operating model issue, not just a disclosure exercise.

Which Scope 3 categories matter most for Indian sectors

A common mistake is trying to perfect all 15 categories at once. In practice, most Indian companies should
start with a hotspot screen and concentrate on the top 3 to 5 categories covering 80% to 95% of estimated
Scope 3.

Typical hotspots by sector in India in 2026 include:
» Steel, cement, chemicals and building materials: purchased goods and services, capital goods,
upstream transport, use of sold products for some categories

» Auto and auto components: purchased metals, polymers, batteries, inbound logistics, use of sold
products for vehicle-related categories

» Textiles and apparel: purchased yarn or fabric, processing energy at supplier sites, chemicals, logistics,
packaging

 FMCG and food processing: agricultural inputs, packaging materials, cold-chain logistics, use-phase
energy for selected appliances or equipment-linked products

» Real estate, EPC and infrastructure: cement, steel, aluminium, glass, transport, construction equipment
fuels, capital goods

 IT hardware and electronics: components, semiconductors, assembly energy, logistics, product use
phase, end-of-life treatment

» Financial institutions: financed emissions, especially in power, transport, industry and real estate
exposures

For many manufacturers, purchased goods and services alone can account for 40% to 80% of total Scope 3.
That is why procurement and supplier engagement become central.

A useful first step is to segment emissions into three buckets:

» Estimation bucket: categories still using secondary factors, proxies or spend-based methods

* Influence bucket: categories where the company has procurement leverage, design control or logistics
control

 Action bucket: categories where reduction measures can start within 6 to 18 months

This segmentation avoids spending a year refining categories that are immaterial or impossible to influence.

Moving from generic estimates to supplier-grade data

Most companies begin Scope 3 with emission-factor databases and ERP spend data. That is acceptable for
screening, but not sufficient for supplier transformation. By 2026, sophisticated buyers increasingly ask for
primary activity data and process-level disclosures.

A practical data maturity ladder for Indian companies looks like this:

» Level 1: spend-based estimates using broad sector factors

» Level 2: mass or volume-based estimates for key materials such as steel, aluminium, cement, resins
and packaging
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 Level 3: supplier-specific activity data, such as kWh per tonne, fuel mix, clinker ratio, scrap content,
recycled resin share, transport mode and lead distance

» Level 4: verified product carbon footprint or facility-specific emissions intensity

For procurement teams, the objective is not to get perfect data from every vendor in year one. The objective
is to prioritise high-emission and high-spend suppliers. In many industrial sectors, the top 20 to 50 suppliers
account for the majority of embodied emissions.

What should a 2026 supplier engagement pack include?

» A standard data template for energy use, fuel mix, output, material composition, transport and
renewable electricity share

A clear methodology note aligned to the GHG Protocol and sector norms

Data-quality grading from primary verified data to estimated proxy data

Quarterly or half-yearly submission timelines for critical suppliers
» Commercial signals, such as preference in sourcing scorecards for low-carbon performance

This is where [Carbon accounting &
disclosure](/coreservices/netzerodecarbonisation/carbonaccountinganddisclosure) becomes commercially
useful: not just reporting total emissions, but creating a repeatable supplier-data system that procurement,
finance and sustainability can all use.

Companies should also distinguish between supplier willingness and supplier capability. Many MSME
suppliers are not unwilling; they simply lack metering, fuel records by process, or confidence in emissions
calculations. Anchor buyers may need to support training, templates and simple metering improvements.

Why product carbon footprints matter more than corporate averages
Corporate-level emissions intensity is useful for investor communication, but purchasing decisions
increasingly need product-level visibility. A buyer does not purchase a company average; it purchases a
tonne of steel, a coil, a casting, a bag of chemical, a metre of fabric or a transformer.

That is why product carbon footprinting, or PCF, is becoming important in 2026.
PCF allows companies to:

» Compare suppliers for the same input on an emissions basis

* Identify process hotspots inside a product chain

» Support export customer requirements and technical sales discussions

» Track reduction from design changes, recycled content, electrification or renewable electricity sourcing
» Avoid overstating reductions using company-wide averages that do not apply to a specific product

For example, the embodied carbon of flat steel can vary materially depending on blast furnace versus electric
arc route, scrap share, captive power profile and renewable penetration. Cement emissions depend strongly
on clinker factor, fuel substitution and grinding configuration. Aluminium depends heavily on power intensity
and smelter energy mix. Textile processing emissions vary by wet processing energy, steam source and grid
mix.

Indian firms do not need to create full life-cycle assessments for every SKU immediately. A sensible
sequence is:

 Start with 5 to 10 high-volume or export-sensitive products
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 Define a functional unit and system boundary clearly
» Gather primary data from internal operations and tier-1 suppliers where material

» Use secondary factors only for the residual data gaps

Establish annual refresh cycles and change-control procedures

For sectors facing product-level customer scrutiny, PCF can become a revenue-protection tool, not just a
sustainability metric.

Procurement is the strongest Scope 3 decarbonisation lever

If Scope 3 is dominated by purchased materials and services, procurement policy determines whether the
emissions profile changes or stays static. The key shift is from passive supplier disclosure to active
low-carbon sourcing.

A practical procurement playbook for Indian companies includes five levers.
» Supplier scorecards: weight carbon intensity, renewable electricity use, recycled content, process
efficiency and disclosure quality alongside cost, quality and delivery

» Technical specifications: allow lower-carbon material substitutions where performance permits, such as
higher recycled content, clinker-reduced cement blends, or redesigned packaging

» Contracting: include data-submission obligations, improvement targets and traceability clauses in
annual rate contracts

» Aggregation: bundle demand to improve supplier confidence for electrification, rooftop solar, open
access participation or efficiency investment

» Co-investment or facilitation: help strategic suppliers access project finance, EPC support or shared
advisory for energy and process upgrades

This is especially relevant in India because many suppliers still face capital constraints, high cost of debt and
execution risk. A buyer that can create demand certainty may unlock investments in efficient boilers, heat
pumps, electric furnaces, waste-heat recovery, solar C&l solutions or cleaner logistics fleets.

Companies should also use marginal abatement cost thinking in procurement. Not every low-carbon
purchase premium is justified. The goal is to identify measures where rupees per tonne of CO2e avoided are
commercially workable.

Examples of relatively actionable procurement-led measures include:

» Requiring higher renewable electricity share from component suppliers with high grid consumption
* Prioritising recycled aluminium or scrap-based steel where metallurgical requirements allow

 Shifting medium-distance freight from fragmented diesel road movement to optimised rail-road
combinations where feasible

» Reducing packaging material intensity and increasing recycled polymer share
e Encouraging process electrification in supplier operations with high diesel or furnace oil dependence

This is where [Net-zero roadmaps &
MACC](/coreservices/netzerodecarbonisation/netzeroroadmapsandmacc) and Industrial efficiency &
electrification intersect directly with procurement.

Building MRV that lenders, customers and auditors can trust
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Scope 3 often fails because data systems are too loose for assurance. A spreadsheet-led approach may
work for the first disclosure cycle, but not for repeated customer requests, financing due diligence or internal
target tracking.

A robust 2026 MRV stack should cover:

» Entity mapping: which plants, suppliers, products and geographies are included
» Methodology control: category-wise calculation logic, factor hierarchy and boundary definitions

» Data lineage: source documents, ERP links, transport records, utility bills, production logs and supplier
declarations

 Version control: how restatements and factor updates are managed
» Quality flags: primary, estimated, modelled, verified
» Assurance readiness: audit trail for material categories and products

For lenders and private capital providers, this matters because transition plans increasingly influence credit
quality, covenant discussions and capex confidence. For large buyers, auditable Scope 3 data reduces the
risk of double counting, unsupported environmental claims and supplier disputes.

Companies should also align MRV to future interoperability. Scope 3 data may eventually need to serve
multiple uses at once: BRSR-related disclosures, customer questionnaires, product declarations, internal
carbon pricing, CCTS-related strategy and Article 6 or offset claims where relevant. One fragmented data
process for each use case will become expensive quickly.

A practical KPI dashboard for management should track:

» Share of Scope 3 covered by primary supplier data

» Emissions covered by product-level footprints

e Top 20 supplier carbon intensity trends

* Procurement spend under low-carbon criteria

e Tonnes CO2e reduced through supplier actions versus baseline

» Data-quality improvement by category

What Indian companies should do in the next 12 months
Scope 3 strategy should not begin with a giant platform purchase or a universal supplier survey sent to
thousands of vendors. It should begin with focused execution.

A realistic 12-month roadmap for 2026 is:

» Month 1-2: complete a hotspot analysis by category, supplier group and product family

» Month 2-3: identify top suppliers covering at least 60% to 70% of embodied emissions in priority
categories

* Month 3-4: issue a standard data pack and define factor hierarchy, boundaries and quality scores
* Month 4-6: build first-round product carbon footprints for priority SKUs or export-facing products
» Month 5-8: integrate carbon criteria into procurement scorecards and selected tenders

» Month 6-9: launch supplier improvement pilots on renewable electricity, electrification, fuel switch,
recycled content or logistics optimisation
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» Month 9-12: consolidate MRV, baseline reductions, and prepare management reporting and
assurance-ready documentation

Management should set near-term goals that are specific and measurable, such as:

* Increase primary-data coverage in purchased goods from 15% to 50%
» Reduce embodied emissions intensity of top five raw materials by 8% to 12%
» Obtain PCFs for products representing 30% of export revenue

» Shift 20% of strategic supplier electricity demand to renewable sourcing pathways where commercially
viable

The broader lesson for Indian industry is simple: Scope 3 is not just an accounting expansion. It is a
competitiveness agenda touching product design, procurement, supplier capability, export resilience and
capital allocation.

Companies that move early will be in a better position to defend margins, win customer confidence and direct
abatement spend to the biggest value-chain opportunities. Companies that delay will likely face rushed data
requests, poor-quality footprints and limited room to negotiate with customers and financiers.

Growthifye works with industrial and commercial clients on Carbon accounting & disclosure, [RE-led
decarbonisation](/coreservices/netzerodecarbonisation/releddecarbonisation) and Carbon markets & MRV to
turn emissions reporting into an actionable decarbonisation programme. If your business needs a practical
Scope 3 baseline, supplier-engagement framework or product carbon footprint roadmap, contact
Growthifye’s advisory desk.

Explore Growthifye's related capabilities

This analysis connects directly to our advisory practice: [Carbon accounting &
disclosure](/coreservices/netzerodecarbonisation/carbonaccountinganddisclosure) - [Net-zero roadmaps &
MACC](/coreservices/netzerodecarbonisation/netzeroroadmapsandmacc) . [RE-led
decarbonisation](/coreservices/netzerodecarbonisation/releddecarbonisation) - [Industrial efficiency &
electrification](/coreservices/netzerodecarbonisation/industrialefficiencyandelectrification).

Sudarshan Karweer — Chief Executive Officer, Growthifye

Over 23 years in management consulting — concept to scale — building and scaling new-age digital and energy businesses.
An EY alumnus, Sudarshan leads Growthifye's renewable energy & storage advisory, EPC, transmission engineering and
green-financing practices for developers, utilities and C&l consumers across India.

Contact: info@growthifye.com - +91 84510 99371 - growthifye.com

This article is for general information only and does not constitute engineering, financial or legal advice. © Growthifye. Sharing with
attribution is welcome.

© Growthifye - Vriddhim Business Advisory LLP - info@growthifye.com - +91 84510 99371 Page 6



