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Greening tier 2 and  
3 suppliers: 
Challenges & 
Progress
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Importance of Supply Chain Maturity
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Investing in supply chain maturity is not just operational—it's strategic. It strengthens the backbone of sustainability 
performance, ensures compliance across global value chains, and creates long-term competitive advantage.
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Call for action 

Supply chain maturity is the progressive optimization of processes to boost efficiency, reliability, and responsiveness -
driving performance, cost savings, and customer satisfaction

Benefits of supply chain maturity 

Have seen increased 
profitability

84% 63%
Report improved 

operational efficiency from 
sustainability initiatives

55% 31%

Businesses are pursuing 
ethical or environmental 

changes to cut costs

Globally cite sustainability 
as key to cost savings and 

revenue growth
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Unlocking Climate Impact Across the Value Chain
Greening Tier 2 & 3 Suppliers

Structural and 
Capability Gaps

• Low ESG awareness 
and reporting 
capabilities

• Technology and 
infrastructure 
constraints

Financial and 
Policy Barriers

• Limited access to 
affordable green 
finance

• Lack of incentives 
and regulatory 
support

Enablers within the 
Value Chain

• OEM-led supplier 
capacity-building 
initiatives

• Growing adoption 
of digital tools for 
ESG tracking

Emerging External 
Support Systems

• Sustainable finance 
solutions tailored for 
MSMEs

• Collaborative 
ecosystems bridging 
finance, technology, 
and policy

Empowering Tier 2 and 3 suppliers, largely MSMEs, is key to deep decarbonizing, accelerating Scope 3 reductions, and 
ensuring resilient supply chains and business continuity.
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Sustainable Supply Chain Practice at TVS
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At TVS Sustainable Supply Chain Management is a core component of our commitment to environmental stewardship, social 
responsibility, and economic viability. Key elements include:

Strategic sourcing: 
93% local sourcing –
aligned to 
‘Atmanirbhar Bharat’
and lowering carbon
footprint through 
reduced
transportation

Ethical labor 
practices: SA 
8000 certified 
company 

TVS Supplier 
Excellence Group: 
redefines supply 
chain 
collaboration, 
enhancing quality, 
innovation, and 
eco-friendly 
practices.

Developing green
supply chain : 
Encouraging
adoption of 
renewable energy
in the supply chain
: 11 suppliers

Sustainable 
supplier code of 
conduct : To
ensure ethical, 
eco-friendly 
supply chains.

My Sustainability Index (MSI): Benchmark to embed sustainability in its supply chain 

Supplier OHS 
Framework

Reduces risks, enhances 
operational efficiency & 
encourages suppliers to lay 
the foundation for  safe 
work environment.

Supplier 
Environmental 
Framework

Establish benchmarks water, 
waste, energy, biodiversity, 
emissions, management & 
circularity 

Supplier Social 
Stewardship
Framework
Promote ethical labor 
standards, including fair 
wages, safe working 
conditions, and non-
discrimination policies

Supplier 
Governance 
Framework

Ensure adherence 
to all statutory 
requirements and 
benchmark good 
governance 
practice, policy(s), 
supplier 
engagement 

Supplier 
Sustainability 
Ambassadorship 
Framework

Awareness
programs on 
sustainability 
topics
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Financing the future: Sustainable finance is the lever to transform 
supply chains into engines of low-carbon growth
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Sustainable Finance  as an Enabler "Capital with purpose” - aligns financial flows with climate and sustainability targets across the supply chain

Mobilizing Green 
Investments

Funds renewable energy, 
energy-efficient 
technologies, and cleaner 
production across 
MSMEs and suppliers

Helps overcome upfront 
capital barriers

Incentivizing ESG 
Performance

Drive real-time reduction 
in Scope 3 emissions

Interest rates or 
repayment terms linked 
to environmental 
outcomes

Ensuring Traceability & 
Accountability

Builds data-backed, 
transparent supply chains

Mandates ESG 
disclosures, third-party 
verification, and impact 
reporting

Accelerating Sectoral 
Transition

Enables climate-aligned 
transition finance

Supports low-carbon 
shift in hard-to-abate 
sectors (e.g., steel, 
logistics)

Fostering Supplier 
Inclusion

Empowers small and 
medium suppliers 
through ESG-linked 
supply chain finance

Promotes equitable 
growth & resilience

Sustainable finance will plat a pivotal to  transforms supply chains from cost centers to climate solutions –
making every rupee invested count toward a greener future
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Case study: XYZ Automobile: Green Supply Chain Finance for 
MSME Decarbonisation
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50 suppliers onboardedMSMEs Financed

More than ₹100 crore disbursedGreen CapEx Financed

> 25 rooftop solar, >10 energy-efficient retrofitsRE/EE Projects Enabled

Impact Metrics 
FY24

Empowering MSMEs for a Low-Carbon Future: Outcomes from XYZ’s Sustainable Supply Chain Pilot

• XYZ automobile is committed to net-zero across Scope 1–3 emissions by 2040.
• MSMEs contribute significantly to XYZ automobile’s Scope 3 footprint.
• Many Tier-1 and Tier-2 suppliers struggle to invest in energy-efficient upgrades due to 

financial and technical constraints

Context 

XYZ  partnered with ABC Bank to create a Green Supply Chain Finance (GSCF) programme, offering:
• Preferential loan terms for verified green CapEx
• ESG-linked repayment benefits
• Digital ESG scorecards for supplier benchmarking
• Integrated into XYZ’s Supplier Sustainability Code and climate roadmap.

Intervention
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Illustrative case study: 
Sustainability-Linked Supplier Payment Services from TVS
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Why it matters for TVS ?

A mechanism that rewards suppliers for ESG improvements by linking payment speed or terms to sustainability performance.

Incentivize

invest in green practices

Access

Cheaper capital 

Perceived benefits for stakeholders 

Supplier

Improved MSI Rating

TVS Motor :  
Accelerates upstream 

decarbonization

Suppliers (Teri 1-3) : 
Access to working capital 

& RE investments

Financial Institutions : 
Aligned lending with ESG 

performance

Supports TVS Motor’s Net 
Zero vision

Will drive reduction in  
Scope 3 emissions

Improves supply chain 
resilience

Enables supplier inclusion 
and just transition
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Scan the QR code to access 
our “Sustainability Report”
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