
Recommended Questions

Background: Dow lags behind its pears. A 15% reduction in Scope 
1 and 2, combined with no Scope 3 target, positions Dow on a 3°C 
warming trajectory inconsistent with Paris Agreement objectives, 
opting instead for an IEA Stated Policies Scenario approach aligned 
with a 2.5°C outcome in the best case scenario.

Best Practice: Establish a science-based target (SBTi-validated or 
equivalent) committing to at least 25-30% reduction in Scope 1 and 
2 emissions by 2030, aligning Dow with sector leaders and 1.5-2°C 
pathways. 

Background: Scope 3 emissions represent 73% of Dow’s total 
footprint (77.23 MTCO2e in 2024) yet remain entirely outside 
quantitative reduction targets. Competitors (LyondellBasell 30% 
reduction, BASF 15% for upstream) have established Scope 3 
milestones that provide accountability and drive supply chain 
decarbonisation.

Best Practice: Establish transparent metrics for tracking supplier 
and customer engagement outcomes; specifically, percentage of 
emissions from suppliers with their own science-based targets, 
quantified annual emissions reductions achieved through supplier 
and customer partnerships, and revenue contribution of lower-
carbon products as a percentage of total sales.

Background: 20% of long-term (LTI) compensation is tied to 
carbon emissions reduction (5,000 KTCO2e reduction by 2030 
target). However, the program includes a 200% cap on combined 
performance metrics payout (Financial + Climate). This structural cap 
creates a mathematical scenario where, if financial metrics (Operating 
EBIT and Free Cash Flow) achieve maximum performance (200% 
payout), the climate component could become mathematically 
irrelevant to total compensation outcomes.

Best Practice: Restructure the LTI program to be governed by a 
separate performance cap independent of financial metrics to 
ensure that environmental performance is prioritised alongside 
financial metrics not in competition with. 
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         Climate Alignment

•	 Dow cut Scope 1 and 2 emissions achieving its 2030 target ahead of 
time; but its 15% reduction target remains misaligned with science-
based pathways, and behind peers. 

•	 Scope 3 emissions (73% of total) still have no formal reduction 
target, leaving the majority of Dow’s footprint outside any structured 
decarbonisation plan. The 6% decline since 2020 is largely driven by 
macroeconomic conditions.  

         Policy and Governance 

•	 Supplier engagement has expanded (3,727 suppliers assessed 
in 2024) yet Dow discloses no quantified emissions reductions 
from value chain initiatives, limiting investor visibility into their 
effectiveness.

•	 Climate governance exists at board level and 20% of long-term 
incentives (LTIs) are tied to carbon metrics; still, the standard 
200% cap on variable corporate remuneration risks allowing 
financial goals to dilute climate accountability.

         Risk Analysis

•	 Dow faces annual carbon pricing exposure estimated at USD 
112–168 million by 2030 under EU Emissions Trading Systems 
(ETS) scenarios, with actual costs potentially exceeding disclosed 
ranges given regulatory tightening. 

•	 Physical climate risks (particularly water stress valued at up to 
USD 1.3 billion) lack comprehensive quantification and mitigation 
planning.

                      Strategy Assessment

•	 Climate-related capex rose to USD 1.4 billion (48% of total 2024 
capex); yet, the Path2Zero delay, which would decarbonise 20% of 
ethylene capacity and cut 1 MtCO2e/year, signals major delivery 
risks. 

•	 To achieve alignment with the well-below 2°C pathway and its 
2050 carbon neutrality goal, Dow must set Scope 3 reduction 
targets, enhance its 2030 operating emissions ambition beyond 
the current reduction target of ~15%, strengthen governance 
mechanisms to prevent financial metrics from overshadowing 
climate objectives, and address ongoing policy misalignments 
through its trade association memberships.

Overall Assessment
Dow is expected to align with a 
3°Cwarming scenario by 2030.

Analysis by Planet Tracker indicates that 
Dow remains aligned with a 3°C warming 
scenario by 2030, placing  its climate strategy 
short of the Paris Agreement ambition. 
Dow’s 2030 emission reduction target of 
14% from 2020 levels – already reached – is 
well below science-based benchmarks and 
behind leading peers. Moreover, this target 
only covers Dow’s operational Scope 1 and 2 
emissions, representing just 28% of its total 
emission footprint. Dow’s Scope 3 emissions 
are not bound by a quantified 2030 reduction 
target. Climate-related capital expenditure 
has increased, with 48% of 2024 spending 
allocated to decarbonisation. However, 
execution risk is rising, highlighted by delays 
to the flagship Alberta Path2Zero project and 
limited clarity on the near-term impact of other 
investments. Dow also faces growing exposure 
to regulatory tightening, with potential carbon 
pricing liabilities reaching close to USD 200 
million annually by 2030. Governance signals 
remain mixed: executive incentives are linked 
to climate goals, but alignment on policy 
engagement is limited, and Dow continues to 
maintain affiliations with trade associations at 
odds with Paris-aligned policies. Overall, while 
progress has been made, Dow’s transition 
plan remains insufficient for alignment with 
a well-below-2°C pathway, requiring stronger 
targets, deeper value chain decarbonisation, 
and demonstrably deliverable investment 
plans.

This report is one of a series examining the climate 
transition plans of companies in the Climate Action 100+ 
list. This project is separate to and not affiliated with Climate 
Action 100+.
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Download the Shareholder Engagement Sheet.

Report Key Takeaways

•	 Dow has met its 2030 Scope 
1 and 2 reduction target (15% 
reduction) ahead of schedule, 
reducing operating emissions 
by 5,240 KTCO2e since 2020. 
However, this 15% pathway is 
closer to 3°C warming scenario, 
rather than a below 2°C pathway 
or the 1.5°C Paris ambition. 
Peer companies (BASF 25%, 
Bayer 42%, LyondellBasell 42%) 
have committed to substantially 
steeper reductions by 2030.

•	 Dow’s Scope 3 emissions 
constitute 73% of total emissions 
yet remain outside a 2030 
quantitative reduction target. 
Despite expanded supplier 
engagement Dow discloses no 
quantified emissions reductions 
from value chain initiatives, 
limiting investor visibility into their 
effectiveness.

•	 Dow faces growing carbon pricing 
exposure under EU ETS scenarios, 
with actual costs potentially 
reaching USD 200 million per year 
under CBAM implementation and 
regulatory tightening (equivalent 
to ~8% of Dow’s EBIT in 2024).

Disclaimer: click here

Will Dow Enhance Its 2030 Emissions Reduction Target to Align 
with Science-Based Pathways?

How will Dow ensure that climate-related executive incentives 
drive substantial emissions reductions? 

Will Dow increase transparency/accountability in its 
supplier and customer engagement efforts to reduce Scope 3 
emissions?

Q.1

Q.2

Q.3

https://planet-tracker.org/wp-content/uploads/2025/12/Dow-Climate-Transition-Update-Dec-25.pdf
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