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About us:

The Generation Foundation is the philanthropic initiative established alongside

Generation Investment Management in 2004. Our aim is to accelerate the transition

to a more sustainable economic system, one that is low-carbon, prosperous, healthy,

safe and fair.

Our priorities:

CLIMATE FAIRNESS

CARBON PRICING 
INVESTOR CLIMATE 

ACTION
GENDER INCLUSION 

& EMPOWERMENT

ACTION ON 

ECONOMIC 

INEQUALITY

CARBON PRICING 

UNLOCKED
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Carbon Pricing Unlocked 

• Carbon prices are currently set far too low to meet the goals of the 2015 Paris 

Agreement – yet carbon pricing has the potential to drive sweeping changes 

throughout the real economy. 

• Carbon Pricing Unlocked is a series of five actionable research papers, examining

the power of carbon pricing to decarbonise key aspects of the real economy. 

• Companies and governments can play a key role in the transition to a low-carbon 

economy by demanding products with a lower carbon footprint from suppliers. 

• The next ten years will be crucial for the transition to a sustainable, low-carbon 

economy. We are focused on achieving an adequate carbon price in major markets 

which is why we partnered with Navigant to create Carbon Pricing Unlocked. 
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Other papers in the Carbon Pricing Unlocked series: 
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INTERNAL CARBON 

PRICING AND SUPPLY 

CHAINS 

Nicolette Bartlett
Global Director, Climate Change 



Supply chain emissions reduction is a key opportunity 

8
Add your voice to the conversation: 

#CDPSupplyChain | @CDP



 In 2019 suppliers reported combined 

annual Scope 1 and 2 emissions of 7,976 

MtCO2e, an amount greater than the 

annual greenhouse gas emissions of the 

United States and Canada combined

 A total of US$20.2 billion has been 

reported in monetary savings in 2019. This 

highlights the increasingly strong business 

case for companies to take action on 

climate change.

 However only 29% of suppliers reported 

absolute decreases in emissions

9

◼ Supply chain emissions

◼ Operational emissions

Retail

90%
Average

75%

 Supply chain emissions are typically five 

and a half times higher than a company's 

direct emissions, and up to 90% in certain 

sectors.

#CDPsupplychain | @CDP

THE BUSINESS CASE FOR SUPPLIER ENGAGEMENT

Why it’s important to your business



Consumer Goods

Retailers

Manufacturing 

base
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Add your voice to the conversation: 

#CDPSupplyChain | @CDP

The cascade… driving action throughout the value chain 



Internal Carbon Price

An internal carbon price is “an internally developed 
estimated cost of carbon emissions,” which “can be 
used as a planning tool to help identify revenue 
opportunities and risks, as an incentive to drive energy 
efficiencies to reduce costs, and to guide capital 
investment decisions.”
– The Task Force on Climate-related Financial Disclosures



Annual 
Growth
(global)



Sector 
Breakdown



Corporate 
Response 
to Policy 



Why?

Assess and manage risk

Identify opportunities

Transition tool



What are companies disclosing?
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Drive low-carbon 
investment

19%

Drive energy efficiency
18%

Change internal behavior
14%

Navigate GHG regulations
13%

Identify and seize low-
carbon opportunities

13%

Stakeholder expectations
9%

Stress test investments
8%

Other
3%

Supplier engagement
3%



Objectives for using an internal carbon price
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Companies identifying supplier engagement as an 
internal carbon price objective
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The shadow carbon price is also used to encourage AkzoNobel’s suppliers to improve their carbon 
performance. The company buys €9 billion worth of raw materials and €1 billion of electricity each 
year. “We tell our key suppliers that we not only assess them on price, but we add the virtual carbon 
price, and we want to see their plans to reduce their carbon content year over year.

“At first, many of them thought we were crazy. But now, they realize that unless they deliver, we will 
turn to someone else. And, in a few cases, that has happened,” Veneman adds.

The company’s senior management plays an important role in persuading both suppliers and 
internal stakeholders that carbon reductions are a high priority, Veneman says. “You need a very 
strong commitment from the executive committee, because this isn’t a natural way of thinking.

“It’s a battle, but once people see that it contributes to a better business, it gets its own traction.”

Who is doing it? And how?

Akzo Nobel

19

https://www.cdp.net/en/research/global-reports/tracking-climate-progress-2017/business-in-action

https://www.cdp.net/en/research/global-reports/tracking-climate-progress-2017/business-in-action


Any why?

20

Mercury NZ Limited

“Carbon pricing leads to better evaluation of financial 
risks and opportunities across the organisation and 
serves to educate and inform our stakeholders, supply 
chain in particular”. CDP 2019 Disclosure
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INTERNAL CARBON 

PRICING FOR FUTURE-

PROOF SUPPLY 

CHAINS 

PAPER HIGHLIGHTS

Long Lam
Managing Consultant
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BENEFITS OF ICP IN PROCUREMENT AND SUPPLY CHAIN MANAGEMENT

Assigning a monetary value to the 

carbon footprint of purchases
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4D FRAMEWORK FOR ICP IN PROCUREMENT AND SUPPLY CHAIN MANAGEMENT

Source: Navigant, The Generation Foundation and CDP, How-To Guide to Corporate Internal Carbon Pricing, December 2017.

New briefing paper

1) How to choose products 

and materials for ICP 

(width)

2) How to determine the most 

suitable ICP approach 

(depth)

3) How to set the carbon 

price (height)

4) How to make ICP keep 

having impact (time)
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1 CHOOSING PRODUCTS AND MATERIALS FOR ICP – WIDTH

Traditional Kraljic matrix ICP-adapted Kraljic matrix
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2 DETERMINING HOW ICP SHOULD INFLUENCE DECISIONS – DEPTH

Internal 

procurement and 

management 

processes

1  Risk assessment of price increases from suppliers

2  Internal fee to incentivise low-carbon procurement

Influence Approach

External suppliers

3  Requirement to calculate carbon cost in offering

4  Additional assessment method in scoring

5  Additional price element in financial assessment

6  Requirement for suppliers to use ICP in their company

7  Method to set financial support for low-carbon suppliers

8  Emissions trading system among suppliers

9  Premium payment for low-carbon products

Kraljic matrix for external suppliers

Approaches

3, 4, 5, 6

Approaches

3, 6, 7, 8

Approach 

9
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3 SETTING THE CARBON PRICE – HEIGHT

Incorporating climate change impacts into 

financial decisions

Strengthening brand value with climate 

leadership

Providing risk insight on carbon cost exposure 

in line with the FSB-TCFD recommendations

Discovering new opportunities for low-carbon 

innovation

Providing an additional metric to assess 

suppliers

Price reflecting impact of climate change

Price influencing purchasing decisions or supplier behavior 

for a lower carbon footprint

Price reflecting climate-related financial risks due to policy 

and market developments

Price incentivizing capitalizing on climate-related financial 

opportunities

Price having a material impact in the assessment of suppliers

ICP objectives Price setting approaches
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4 IMPROVING THE ICP PROGRAMME TO KEEP HAVING IMPACT – TIME

Start with the most 

promising products 

and/or materials and 

expand gradually

Increase the influence of ICP 

in procurement processes and 

supply chain management 

decisions gradually

Have clear monitoring 

protocols and enforcement 

rules 

Start with a price that is 

acceptable to key 

stakeholders
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LANDSVIRKJUN’S

INTERNAL CARBON 

PRICE 

PATH TO CARBON 

NEUTRALITY IN 2025

Daði Sverrisson
Project Manager for 

Internal Carbon Pricing



Internal Carbon Price
Path to Carbon Neutrality in 2025
Daði Sverrisson: Project Manager for Carbon Pricing 
22 January 2020



1. Introduction of Landsvirkjun

2. Target of carbon neutrality

3. ICP implementation

4. ICP for supply chain and procurement

Overview



National Power Company of Iceland

Over 50 years experience providing power intensive users with 
renewable energy.



› Hydropower stations: 15

› Geothermal stations: 3

› Wind turbines: 2

› Power Intensive Clients 9

32

Landsvirkjun’s power system is 100% renewable

Power stations

Generation

Hydro Power
96%

Geothermal
4%

Installed Capacity: 2,145 MW
Power sales 2018: 14.8 TWh

Net Carbon footprint
1.9g CO2e/kWh



› Landsvirkjun has officially declared climate action in NAZCA

UN Global Climate Action Portal (NAZCA)

33

Initial target 2015: Landsvirkjun to 
reach carbon neutrality by 2030

New target Dec 2019: Landsvirkjun to 
reach carbon neutrality by 2025

Supported by internal 
carbon price (ICP)

Source: Landsvirkjun

Global Climate Action



Landsvirkjun 2018 Carbon Footprint

Source: Landsvirkjun 34

Geothermal Reservoirs Fuel & SF6 Indirect 
emissions

Organic CO2 Carbon offset Sequestration Carbon 
footprint

60,000

50,000

40,000

30,000

20,000

10,000

0

tCO2e



35 abatement options within 5 categories

Land use
(Sequestration)

Vehicles

Construction
(Electric drills)

Operations
(SF6 gas)

Power plants 
(Geothermals)

Annual possible 
reduction (tCO2e)

Source: Landsvirkjun, Copenhagen Economics

93%

7%

Emissions & Scope

Scope 1 Scope 3

Emission reduction targets by 2030

Scope 1 total emissions 50%

Scope 1 Geothermal 60%

Scope 1 Fossil fuels 99%

Scope 3 Air travel 30%

Scope 3 Commuting 60%

100

450

950

36,200

~∞



Internal Carbon Price (ICP) in Landsvirkjun
Major Milestones approved by management

1. 

ICP:  
Effective 

tool for LV

2. 

Temporary 
carbon price

EU ETS

3. 

MACC: 35 
abatement 

options

4. 

ICP 2019 
confirmed

30 $/tCO2

5. 

Procedures 
& protocols  
for ICP use

6. 

Handbook 
and models 
for ICP use

7. 

ICP 2020 
confirmed

33 $/tCO2

36

2018 2019

May-Aug Aug Sept-Dec Jan-Mar Apr-Aug Sept-Dec Dec

Landsvirkjun ICP focused on supporting low carbon investments in 
geothermal power, including carbon capture and storage.

Source: Landsvirkjun



Path to Carbon Neutrality by end of 2025

Emissions Sequestration Carbon footprint
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t Target reached!

Emissions reduced from 
geothermal power

Increased sequestration

Source: Landsvirkjun



Reducing Scope 3 Emissions

› Landsvirkjun is committed to reducing Scope 3 emissions

› Largest source of Scope 3 emissions is the construction of power plants

› ICP can help prioratize to a lower carbon footprint

› Necessary to engage value chain and contractors:

› Increase climate awareness

› Introduce use of ICP in procurement

› Engage them in lowering our carbon footprint

38



Approaches for external suppliers

A. Design & Construction of Power Plants

B. Power Plant Maintenance

C. Fertilizers

D. Vehicle fuel

E. Choice of Cement

F. Fuel for reserve power & blackstart

G. Fuel use by contractors & suppliers

39

A, B

C, D E, F, G

Focus on Strategic Items and Bottleneck Items!



Approaches for ICP in procurement

Approach 3 – Strategic Items 

› Adding requirement that suppliers need to 
use ICP to calculate carbon cost for bids.

› Will likely focus on gradual adjustment:

› Stage 1: Calculated to show effect of ICP, not used 
to choose lowest bid.

› Stage 2: Partially used to select lowest bid.

› Stage 3: Fully used to select lowest bid.

› Need standardized LCA data from officially 
recognized sources

Approach 9 – Bottleneck Items 

› Can become more relevant once carbon 
neutrality is achieved in 2025. 

› Focus would shift to maintaining carbon 
neutrality beyond 2025.

› Calculating ICP could involve a trade-off:

› Ensure sufficient sequestration buffers to absorb 
Scope 3 emissions during power plant construction

› Finding a premium for lower carbon materials and 
products for power plant construction

40



Engaging suppliers in low carbon initiatives

• Preliminary market consultation (PMC) can be effective

• Get to know low carbon products and services without actual procurement

• Introduce rating criteria for selecting bids and discuss using ICP in procurement

• The EU Utilities Directive 2014/25 provides legal framework



Thank you!
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Q&A – USE THE CHAT BOX TO TYPE YOUR QUESTIONS

Download the full paper and 

four-page summary at

https://www.navigantresearch.com/-

/media/project/navigant-research/marketing-

images/carbon-pricing-unlocked-2020-icp-

supply-chains.pdf

https://www.navigantresearch.com/-

/media/project/navigant-research/marketing-

images/carbon-pricing-unlocked-2020-icp-

supply-chains-sum.pdf

Or contact us at

CPU@navigant.com

https://www.navigantresearch.com/-/media/project/navigant-research/marketing-images/carbon-pricing-unlocked-2020-icp-supply-chains.pdf
https://www.navigantresearch.com/-/media/project/navigant-research/marketing-images/carbon-pricing-unlocked-2020-icp-supply-chains-sum.pdf
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Notice Regarding Presentation

This presentation was prepared by Navigant Consulting, Inc., n/k/a Guidehouse Inc. (“Navigant”),1 for informational purposes only. Navigant makes 

no claim to any government data and other data obtained from public sources found in this publication (whether or not the owners of such data are 

noted in this publication).

Navigant does not make any express or implied warranty or representation concerning the information contained in this presentation, or as to 

merchantability or fitness for a particular purpose or function. This presentation is incomplete without reference to, and should be viewed in 

conjunction with the oral briefing provided by Navigant. No part of it may be circulated, quoted, or reproduced for distribution without prior written 

approval from Navigant.

1 On October 11, 2019, Guidehouse LLP completed its previously announced acquisition of Navigant Consulting Inc. In the months ahead, we will be working to integrate the Guidehouse and Navigant businesses.  In furtherance of that effort, we recently 

renamed Navigant Consulting Inc. as Guidehouse Inc. 

DISCLAIMER


