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IN THIS EXCERPT

The content for this excerpt was taken directly from IDC MarketScape: Worldwide Carbon Accounting
and Management Applications 2024 Vendor Assessment (Doc # US51572424). All or parts of the
following sections are included in this excerpt: IDC Opinion, IDC MarketScape Vendor Inclusion
Criteria, Essential Guidance, Vendor Summary Profile, Appendix and Learn More. Also included is
Figure 1.

IDC OPINION

Carbon reporting has been much in the news over the past several years, with organizations under
increasing pressure to track and disclose their carbon emissions. There are numerous stakeholders
requesting emissions data from organizations, including investors, partners, clients/customers,
employees, and regulators. Meeting these requests is becoming increasingly cumbersome as the
volume and complexity increase, a challenge which carbon management platforms seek to alleviate
through streamlining and automating these processes.

While to date carbon reporting has largely been a voluntary exercise, the regulatory landscape is
undergoing significant transition. Emerging environmental, social, and governance (ESG) reporting
regulations and standards — including the European Union's Corporate Sustainability Responsibility
Directive (CSRD), the U.S. Securities and Exchange Commission's proposed climate-risk rules, and
the California's climate laws — will change how organizations report on ESG initiatives. Regulation will
not be uniform but will have varying impacts on organizations depending on region, size, and industry.

Fines and litigation create new impetus for reporting, but regulation will also add a new dimension of
complexity in how companies report. Emerging regulations are very prescriptive regarding what gets
reported and how, which indicates a significant change from the autonomy of voluntary reporting.
While there are numerous environmental, social, and governance elements to the emerging regulation,
carbon emissions reporting requirements are a key component of emerging legislation.

The scope of emissions reporting will be graduated, initially focusing on Scopes 1 and 2 (CSRD
requirements for FY24), with Scope 3 reporting requirements ensuing. Carbon emissions are
categorized by "Scope," which refers to the type of emission and how it is categorized. Scopes 1 and 2
refer to activities directly related to the organization, while Scope 3 refers to activities attributed to third
parties (vendors, suppliers, partners, etc.). While many organizations are collecting data and reporting
on Scopes 1 and 2 emissions, for most organizations, Scope 3 remains elusive, presenting a
significant challenge for reliable data collection and reporting. There is also an emerging category of
avoided emissions, Scope 4, which while not yet mainstream, will bring further complexity to emissions
calculation.

Emerging legislation is also requiring disclosure on decarbonization initiatives, indicating a marked
shift from the historical reporting requirements of voluntary disclosure. For organizations that have
publicly stated emissions reductions targets, CSRD will require progress reports on goal achievement
and viability of projections. This will require unique data analysis and scenario planning tools to
support organizations in effective decarbonization strategy planning. Thus, given the growing import of
factual, consistent, and auditable carbon emissions reporting and the impetus to not only report on but
improve organizational carbon footprint, organizations are experiencing a heightened need to
implement a purpose-specific carbon management solution designed to address these unique
challenges.
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IDC MARKETSCAPE VENDOR INCLUSION CRITERIA

The vendor inclusion list for this document includes on-premises, Saa$S, and cloud-enabled ESG
reporting platforms. In addition, vendors must have a commercially available ESG program
management offering with associated revenue. ESG reporting software includes purpose-specific
software that enables the collection of ESG data, mapping of that data to various frameworks and
regulations, and producing disclosure documents of various formats. ESG reporting software digitizes
and automates the ESG reporting process.

All vendors actively participated in the research, with multiple customer references being contacted
and interviewed for each provider. Discussions with references included the systems utilized and their
perception of the vendor and software in terms of implementation, technical support, level of value
delivered versus price paid, ease of integration, user interface (Ul), innovation, product road map, and
perceptions of pricing model/terms. In addition, references also provided in which departments and in
which manner the solution was being used in their organization as well as areas for vendor
improvement.

ADVICE FOR TECHNOLOGY BUYERS

Carbon accounting and management is a nascent market with significant transition occurring in the
number, type, and capability of solutions available. As the market for carbon accounting and
management software solutions has emerged over the past few years, the landscape has almost
exclusively been made up of start-up and niche vendors. However, today, that landscape is
undergoing a tectonic shift as large independent software vendors (ISVs) and hyperscalers are
entering the carbon accounting and management software space and introducing purpose-specific
tools. The battleground for market share capture will likely result in rapid technology evolution and
product development that will ultimately benefit the functionality and utility of these tools.

Automation-Driven Efficiency and Accuracy

A primary benefit of implementing a carbon accounting and management platform is in improving
emissions tracking processes. Manual, spreadsheet-based modeling and calculations are time-
consuming to maintain and error prone. Purpose-built carbon accounting tools automate many of the
previously manual tasks that have a business value benefit of improved efficiencies and improved
accuracy. Some tools are layering in data estimation and validation features tool that create further
confidence in reported emissions.

Data-Sourced Emissions Calculation

One of the key development areas for carbon accounting solutions is in the sourcing and ingestion of
data used to derive carbon emissions. There is a shift occurring from estimation-based reporting to
data-driven actual usage. For carbon accounting to be useful (for internal operationalization, investor,
clients, etc.), the data ingested needs to be actual, accurate, and current. Estimations should only be
used where actual data is unavailable. However, to accomplish this, solutions need to have easy-to-
implement integrations and connectors to various data sources including other software platforms,
billing platforms, and operational technology (OT) devices.
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Decarbonization Strategy Support

While much of the discussion around carbon emissions over the past several years has focused on the
tracking and reporting of those emissions, conversation is beginning to expand into decarbonization
strategies. Organizations should evaluate platforms in their incorporation of analytics tools that support
the organization's decarbonization priorities. Decarbonization pathways are unique to industry,
business, stakeholders, and organization, and it is important to align carbon management platform
tools that best support the organization's specific needs.

Audit and Assurance

Validation and assurance capabilities will become increasingly important as legislation like CSRD and
the SEC's climate risk disclosure proposal comes into force. When exploring ESG reporting platforms,
seek solutions that provide a full audit trail from source to report (including all alterations). In addition,
these platforms are increasingly using Al to drive data validation, using analytics to evaluate the
completeness and accuracy of disclosed data. Purpose designed software will help support the
daunting task of organizing and tracing the wealth of qualitative and quantitative data streaming from
multiple enterprise systems that will be applied to ESG disclosure.

GenAl and Al Analytics Tools

Al is also an evolving area of development for carbon accounting, with significant potential for both Al
and GenAl to enhance capabilities. Tools are being used to source and identify data, validate its
accuracy, and leverage logarithms to calculate estimations when data is missing. There are also
trends beyond reporting in the use of Al to drive analytics on carbon emissions, identifying
opportunities for improved efficiencies and carbon reduction.

VENDOR SUMMARY PROFILE

This section briefly explains IDC's key observations resulting in a vendor's position in the IDC
MarketScape. While every vendor is evaluated against each of the criteria outlined in the Appendix,
the description here provides a summary of each vendor's strengths and challenges.

Microsoft

Microsoft is positioned in the Leaders category in this 2024 IDC MarketScape for worldwide carbon
accounting and management applications.

Quick facts about Microsoft include:

= Employees: 221,000 employees
» Globalization: NA

» Industry focus: Industry agnostic but strong interest from manufacturing, energy, retail, CPG,
and FSI

= Customer size: Medium-sized to large enterprises
= Delivery: Public cloud run on Azure
» Pricing model: Tiered subscription model based on number of users and consumption

= Implementation and consulting partner ecosystem: Accenture/Avanade, Deloitte, EY, KPMG,
PwC, and others

= Solution launch date: June 2022

©2024 IDC #US51572424e



» Certifications: ISO 27001:2013, ISO 27018:2014, ISO 27017:2015, ISO 9001:2015, ISO
27701:2019, SOC 1 Type 2, SOC 2 Type 2, SOC 3, SOX (United States), HITRUST, and PCI
DSS Level 1

» Internal ESG management: ESG performance is tied to KPIs, bonus payout, and executive
pay. Microsoft has submitted responses to the CDP but has not yet submitted SBTi
commitments.

Founded in 1975, Microsoft has 221,000 employees worldwide. Revenues are grouped in three
primary lines of business: Productivity and Business Processes, More Personal Computing, and
Intelligent Cloud. While Microsoft's sustainability initiatives span across these core business areas, the
principal product offering, Microsoft Cloud for Sustainability, is a component of the Intelligent Cloud
business.

A relatively new solution offering, Microsoft Cloud for Sustainability was announced at COP26 in
October 2021 and was released for general availability in June 2022. Microsoft Cloud for Sustainability
brings together a suite of software-as-a-service tools and products designed to meet organizations
where they are in their sustainability journey and support them in meeting their goals by centralizing a
complete ESG data state to support everything from reporting to analytics and Al/LLM capabilities to
drive reduction and business transformation. The platform is grouped into four solution areas of
sustainability data solutions in Microsoft Fabric, Microsoft Sustainability Manager, Emissions Impact
Dashboards, and the Environmental Credit Service.

For carbon management, Microsoft Cloud for Sustainability is designed to help companies measure,
analyze, and manage their carbon emissions to help them achieve their sustainability goals. The
platform allows users to calculate their internal carbon footprint and value chain emissions including
Scopes 1, 2, and 3 (all categories). In addition, the platform provides a range of tools to help
companies set sustainability goals, track progress, and report on their sustainability performance.
Microsoft also provides a dashboard to track direct and indirect greenhouse gas emissions related to
cloud usage and estimate avoided emissions.

Strengths

= Built on Microsoft technology: Microsoft Cloud for Sustainability customers benefit from the
vast breadth of Microsoft technologies that serve as a foundation for the product's
development. From leveraging the Azure cloud environment to complementary products like
Microsoft Purview to recently launched capabilities such as Microsoft Fabric, Cloud for
Sustainability customers benefit from many of the foundational technologies and innovations
the Microsoft delivers. Microsoft has also embedded multiple Al and LLM capabilities in the
product using Power Platform Copilot and Azure Al.

= Value chain portal: One of the unique functionalities of Microsoft Cloud for Sustainability is its
ability to provide a comprehensive view of company and product carbon footprint across the
entire value chain. The platform incorporates third-party data in conjunction with supplier direct
data stored in the value chain portal. The value chain portal facilitates shared supplier data,
reducing the survey fatigue many suppliers experience.

= Emission factor library: The emission factor library was universally espoused among Microsoft
end users as a strength of the solution. End users particularly denoted the rigorous
management of the emissions library, including real-time updates to emissions factor
databases. Users also highlighted the support features, such as the use of GenAl Copilot
features to identify appropriate emissions factors based on specific requirements.
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» Value delivered: Microsoft customers identify solution value as a primary strength of the
platform. Furthermore, Microsoft has developed the platform in a module fashion to allow
customers to purchase the features needed for their current carbon management
requirements and to scale capabilities as maturity and requirements develop.

» Customizable methodology: While Microsoft Sustainability Manager ships with out-of-the-box
emissions calculation engines and methodologies, the tool also offers the flexibility to alter
emissions calculations and allocation methodologies as needed to accurately reflect
organizational emissions and reporting requirements.

» Product road map: With a monthly update release cycle, there is continuous innovation being
implemented in Microsoft Cloud for Sustainability. Key road map initiatives going forward
include reducing time to value, simplifying experience, first-party calculation of product carbon
footprint, and providing assisted capabilities such as extending copilot capabilities, automated
regulatory reporting, and reduction planning.

Challenges

Data aggregation is a principal challenge for carbon management. Microsoft has made important
innovations with Fabric to alleviate this challenge and has also built over 50 direct connectors in
Sustainability Manager to other applications, but end users indicate the integrations with popular data
platforms, not proprietary to Microsoft, continue to be challenging.

Consider Microsoft When

Microsoft Cloud for Sustainability offers a strong sustainability management platform that leverages
core Microsoft technologies. For existing Microsoft clients that are seeking software support for ESG
management initiatives, the Cloud for Sustainability offers a robust and forward solution that meets
current market demands and is developing to tackle emerging market expectations as well.

APPENDIX

Reading an IDC MarketScape Graph

For the purposes of this analysis, IDC divided potential key measures for success into two primary
categories: capabilities and strategies.

Positioning on the y-axis reflects the vendor's current capabilities and menu of services and how well
aligned the vendor is to customer needs. The capabilities category focuses on the capabilities of the
company and product today, here and now. Under this category, IDC analysts will look at how well a
vendor is building/delivering capabilities that enable it to execute its chosen strategy in the market.

Positioning on the x-axis, or strategies axis, indicates how well the vendor's future strategy aligns with
what customers will require in three to five years. The strategies category focuses on high-level
decisions and underlying assumptions about offerings, customer segments, and business and go-to-
market plans for the next three to five years.

The size of the individual vendor markers in the IDC MarketScape represents the market share of each
individual vendor within the specific market segment being assessed.
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IDC MarketScape Methodology

IDC MarketScape criteria selection, weightings, and vendor scores represent well-researched IDC
judgment about the market and specific vendors. IDC analysts tailor the range of standard
characteristics by which vendors are measured through structured discussions, surveys, and
interviews with market leaders, participants, and end users. Market weightings are based on user
interviews, buyer surveys, and the input of IDC experts in each market. IDC analysts base individual
vendor scores, and ultimately vendor positions on the IDC MarketScape, on detailed surveys and
interviews with the vendors, publicly available information, and end-user experiences in an effort to
provide an accurate and consistent assessment of each vendor's characteristics, behavior, and
capability.

Market Definition

Carbon accounting and management platforms include those solutions that generate carbon data as
well as those that derive calculations based on the data generated. Data generated include both
ratings or benchmarking data used to evaluate across organizations and data specific to an
organization used to assess organizational performance on ESG criteria. Solutions support
organizations in data collection, analytics, and reporting. Carbon management solutions also support
an organization's decarbonization initiatives in identifying emission reduction opportunities, prioritizing
projects and project management. Carbon management solutions may be incorporated in larger
platforms or exist as unique products.

Detailed definitions of the software tools and platforms that are relevant for ESG management are
available in /DC's Worldwide Environmental, Social, and Governance Management and Reporting
Tools Taxonomy, 2023 (IDC #US50060023, January 2023). Environmental, social, and governance
(ESG) software is an emerging product category arising to meet enterprise demand for purpose-
specific solutions that support data formation, aggregation, management, analysis, and reporting on
ESG metrics. An increasing number of organizations are incorporating ESG tenets into aspects of the
business, from communications to strategy and executive compensation. As messaging and
performance increasingly reflects on ESG performance, it is becoming increasingly important for
organizations to accurately and efficiently gather the appropriate metrics to communicate their ESG
performance. Stakeholders including customers, investors, employees, and legislators are demanding
increased accountability for ESG performance as well. These factors are driving the rapid introduction
of ESG software solutions to the market that address various aspects of ESG metrics and performance
management.

LEARN MORE

Related Research

»  Broad Demand for Al for Sustainability Applications Indicates Strong Potential for Software
Vendors (IDC #US52058824, April 2024)

»  /DC Innovators: Sustainability Management Software, 2024 (IDC #US51446924, March 2024)

»  Worldwide Environmental, Social, and Governance Applications Software Forecast, 2024-
2028: A Market on the Cusp of Transformation (IDC #US51750923, January 2024)

»  /DC MarketScape.: Worldwide ESG Program Management Services 2023-2024 Vendor
Assessment (IDC #US50608423, December 2023)

©2024 IDC #US51572424e



»  /DC Innovators. Business Continuity Management, 2023 (IDC #US51314423, November
2023)

»  /DC FutureScape: Worldwide Sustainability/ESG 2024 Predictions (IDC #US51294923,
October 2023)

»  The CFO Perspective: Business Continuity Management Is Becoming More of a Focus for the
Office of the CFO (IDC #US50255923, May 2023)

Synopsis

The IDC study provides a comprehensive analysis of carbon management platforms, highlighting the
increasing need for organizations to track, manage, and report carbon emissions amid evolving
regulatory landscapes and stakeholder pressures. It evaluates vendors based on their capabilities and
strategies to meet future customer needs, focusing on innovation, customer satisfaction, and the ability
to support organizations in their decarbonization efforts.

"In an era of escalating environmental scrutiny, mastering carbon accounting is not just compliance,
but a strategic imperative for future-proofing businesses," said Amy Cravens, research manager, ESG
Reporting and Management Applications at IDC.
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