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Scope 1, Scope 2, and Scope 3 
Carbon Emissions: How 80% Go 
Unreported or Uncounted

Companies are being urged to tighten carbon reduction plans as 

research shows an estimated 80% of emissions are routinely left out. 

An analysis by Clarity AI, a sustainability technology platform, shows 

that while 66% of companies reporting on carbon emissions have 

reduction plans in place, most companies do not include Scope 3 

emissions, which on average account for 80% of companies’ 

greenhouse gas emissions.

Scope 3 emissions are those caused indirectly by companies, for 

example by the way raw materials are obtained or products are used. 

They are much harder to calculate than Scope 1 emissions, which are 

caused directly by a business, or Scope 2, which arise from the use of

electricity, heat, cooling and steam.

For this reason, only 21% of the companies surveyed by Clarity AI 

include Scope 3 emissions in their carbon reduction plans. “By not 

including Scope 3, companies greatly reduce the scale of

emissions targeted for reduction” says Jean-Charles Prabonneau, 

product research and innovation manager at Clarity AI.

Scope 1, Scope 2, and Scope 3 
Emissions: Analyzing Emissions 
Data to See What’s Included and 
What’s Not

Clarity AI analyzed data from 5,859 companies that report to CDP, a 

not-for-profit charity that runs a global disclosure system helping 

investors, companies, cities, states and regions to manage their 

environmental impacts. Of these, 34% had no target and 45% had 

targets covering Scope 1 and 2 emissions only. Separately, an 

analysis of more than 28,000 companies across all industries 

showed 80% of emissions were within Scope 3, compared to 4% in 

Scope 2 and 16% in Scope 1.

Clarity AI’s research showed Scope 3 emissions could make up more 

than 99% of the total for companies outsourcing most of their 

operations, as is the case in sectors such as the fashion

industry. The finance sector comes close, with 97% of emissions in 

Scope 3. Because of this, “It makes little sense to look only at Scope 1 

and 2, particularly within specific industries,” Prabonneau says. “If 

you outsource everything, then you don’t have emissions anymore. 

Despite Scope 3 emissions being dubbed as “indirect”, companies 

have a direct responsibility over them through their sourcing, 

investment and product design decisions. That’s why it’s important 

to tackle Scope 3.”
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Scope 1, Scope 2, and Scope 3 
Emissions: Solving for 
Complexity in Analysis and 
Reporting with Advanced 
Technology 
Clarity AI makes it easier for companies to account for Scope 3 

emissions by improving the quality of sustainability data. The 

company’s machine learning algorithms, which are used in concert 

with sustainability experts, can review more than 1 million data 

points each week and run reliability checks and estimation models 

on 30,000-plus companies, 300,000 funds, 188 local governments 

and 198 countries.

Using this information to achieve more reliable estimations of carbon 

emissions is increasingly important as companies face growing 

consumer and regulatory scrutiny over environmental claims. “One 

of our roles as a tech sustainability provider is to work to protect our 

clients from greenwashing,” says Prabonneau.

At the same time, improved emissions data can help businesses 

fine-tune carbon reduction plans. To address Scope 3, “companies 

need to work with their providers to understand where these 

emissions come from, and tackle the biggest sources first,” 

Prabonneau says. “We have noticed that when companies verify their 

greenhouse gas inventories with a third party, they tend to have 

higher reported emissions because these professionals are able to be 

more precise and more exhaustive.” 

Kate Murtagh, chief compliance officer and managing director for 

sustainable investing at the Harvard Management Company (HMC), 

which manages the largest academic endowment in the world, 

welcomes the move towards greater emissions reporting 

transparency. “There are clear leaders in this space, and the 

marketplace is starting to reward them in terms of cost of capital,” 

she says

. 

“Folks who are clearly making it up as they go along are ultimately 

going to be penalized by the market when investors become more 

sophisticated in understanding what is behind those pledges.”

HMC is itself seeking the best data available to meet an April 2020 

pledge to become a net-zero organization by 2050. “We feel strongly 

that disclosure right now, given where we are with data, should focus 

on Scope 1 and Scope 2,” Murtagh says. But “ultimately, 

industry-specific Scope 3 emissions will need to be a focus if you 

want to have an impact on the real-economy.”
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