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The purpose of this thesis study was to evaluate different methods for the assessment of
corporate responsibility. Environmental and social responsibility were the main focus areas
of research. A case study relating to the assessment of responsibility was also carried out.
The case study gave some practical results which could be used in the evaluation of the
different methods.

The theory includes background information on the LCA method, which was not considered
in the case study. Theory is provided also for GRI reporting and environmental barometer,
the tools that were used in the case study.

The case study was done for Paakaupunkiseudun Kierratyskeskus Oy, a recycling company
in Helsinki, Finland. The goal was to evaluate and compare potential fuel suppliers of biofuel.
The biofuel is to be used for the transportation needs of the company, which currently uses
regular diesel. Comparison was focused on the environmental and social impacts of the
production process, and corporate responsibility.

The results of the case study were used to evaluate the efficacy of the methods used for
assessment. The conclusion was that the combination of multiple tools and assessment
methods is needed for an accurate assessment of corporate responsibility.
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1 Introduction

Among the most important characteristics or aspects of an organization are their rela-
tionships with the environment and with society. This relationship does not apply solely
to the internal business actions but also to the relations with other companies. The rep-
utation of a successful corporation can quickly and sometimes irreversibly be tarnished
as a result of an environmental catastrophe or accident caused by actions within the
operations of the business. This can also be detrimental to other organizations who have
had business relations with the offender. On the other hand, a growing business can
improve its reputation and image by being recognized as a fair employer and a respon-
sible party with respect to the environment. These values improve relations with custom-
ers and other businesses, and therefore can aid in the financial progression of the or-
ganization. On average, most businesses probably lie somewhere in the middle of these
extremes, not receiving much recognition for an adverse or favorable view towards the

environment or society.

Due to the significance of these relationships, they can be the decisive factor when com-
paring services or products from multiple establishments. Contractual decisions and
other business actions must not be based on financial aspects alone; an assessment of
the environmental and social responsibility of the organization in question will give valu-
able information which can aid in making a decision which will not jeopardize the busi-
ness’s own image. The case study in this report concerns a decision to be made about

potential biofuel suppliers.

A significant portion of worldwide greenhouse gas (GHG) emissions is attributed to trans-
portation. With the goal of increasing the use of renewable sources in transport fuel and
thus reducing emissions caused by fossil fuels, the EU has passed a renewable energy
directive. This requires member states to have 10% of their transport fuel derived from
renewable sources such as biofuels by 2020. To ensure adequate and controlled results,
the used biofuels must also follow given sustainability criteria in order to be counted
towards the 10% target. [1] Businesses which rely heavily on transportation can improve

their image by altering their operations to support the goal of this directive.

The concept of using biofuel as a transportation fuel in place of traditional diesel or gas-

oline may sound like an obvious improvement in terms of conserving the environment
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and reducing greenhouse gas emissions. After all, replacing a portion of the fossil fuel in
diesel or gasoline with a fuel derived from renewable energy sources naturally limits the
amount of harm caused by the fuel. However, by thoroughly examining potential bio-
diesel providers and producers, a decision can be made which also takes into account
the environmental and social responsibility of the organizations.

In order to make a responsible decision in the selection of biodiesel choices from com-
mercial suppliers, a thorough examination and analysis of all relative factors and influ-
ences must be conducted. This includes, for example, reviewing the reputation of the
suppliers in terms of sustainability, researching the type of raw material used in the bio-

diesel, and analyzing the environmental and social impacts of the production process.

2 Goal and scope

The goal of this thesis was to study different ways of assessing the environmental and
social responsibility of organizations. There are many tools which can help in evaluating
the performance and reputation of the actions and values in a company. Perhaps the
most thorough assessment can be reached through a life cycle analysis, a lengthy pro-
cess which requires both accurate data and information as well as a specific product or
process which to analyze. However, resources may be limited and a more general pic-
ture of an organization can also give valuable information to interested parties. One way
of achieving a clear representation is to review the annual report, or more specifically the
GRI index. This contains information of the company’s economic, environmental, and
social indicators. Another tool is an environmental barometer, which gives an approxi-
mate assessment of different environmental categories through a set of questions. These
two types of assessments are to be reviewed and applied in a case study, which gives
practical results that help in the evaluation of the tools. The majority of data in this report
is qualitative, and therefore some of the results may not be as definitive or objective as

a quantitative analysis.

The case study concerns a choice of possible biodiesel fuel types to be used as transport
fuel for Paakaupunkiseudun Kierratyskeskus Oy, a recycling company in Helsinki, Fin-
land. The company currently has about ten diesel-engine vehicles which are being used
for transportation of recyclable products such as used furniture. Replacing the traditional

diesel fuel of the vehicles with biodiesel would reduce the overall emissions caused by
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transportation and would fit the image of the company as an environmentally-friendly

organization.

The selection of the most appropriate biodiesel from different suppliers is influenced by
many factors, some more than others. The main criteria for the decision to be made by
Paakaupunkiseudun Kierratyskeskus are the environmental and social impacts of the
product and its producer/supplier. The impacts are assessed by comparing the GRI re-
ports of the biofuel producers and using the environmental barometer to evaluate differ-
ent environmental categories. For a view of other factors influencing the decision, a cost
comparison of the fuel types is also carried out, showing an estimate on the annual ex-

penses.

3 Theoretical Background

3.1 Life Cycle Assessment

Life cycle assessment (LCA), also known as life cycle analysis, is a method of measuring
the impacts of a product or service. Traditionally the impacts can be measured from
‘cradle-to-grave’ - from the raw material production to the end use of the product. The
concept of LCA is very broad, however, and can be conducted in various different ways
while focusing on some aspects more than others. Because LCA was not used as a main

method per se in this thesis, a limited background theory is provided in this subsection.

3.1.1 History and model

According to a publication by the European Environment Agency, the earliest studies
relating to life cycle assessment began in the 1960s and 1970s. The Coca Cola Com-
pany, for example, funded a study in 1969 to compare the environmental impacts and
resource consumption of beverage containers. Energy use was initially prioritized over
waste and outputs because of a global oil crisis, and therefore there was little distinction
between the resources going into the product and the interpretation of associated im-
pacts. Interest with the methodology grew slowly over the next few decades until a new
wave swept over a broad range of industries in the early nineties. [2 p. 13] Modern LCA
guides and manuals are based on the international standards ISO 14040 and 1ISO 14044
[3 p. 91].

y =
e ——

/ Meétropolia

University of Applied Sciences



3.1.2 Structure and phases

One example of the basic structure of calculations of an LCA can be seen in Figure 1
below. The calculation is based on an approach which takes into account the inputs
(materials, energy, transport) and outputs (product or service itself, emissions, by-prod-
ucts, wastes and recycling) of the total system. [3 p. 9]

Figure 1. Basic calculation system of LCA (3 p. 9)

The first step in the LCA is to define each of the processes (black boxes in Figure 1).
The definition is unique for each case and can have a significant impact on the results of
the calculations. A definition that is too narrow might exclude important sub-processes
and a specific definition might focus on insignificant factors. This can be called setting
the goal and scope of the assessment. These pose a challenge for even professionals
and thereby the optimal solutions are gained via trial and error. [3 p. 9]

Once the processes have been defined and the goal and scope has been set, the next
essential step is to define the right functional unit. The functional unit of an LCA is the
combination of the functionality of the system and the unit with which the functionality is
expressed. As an example, we can examine a non-reusable cardboard box being com-
pared to a reusable plastic crate as means of transporting vegetables. One might decide
to choose the containment of vegetables per liter as a functional unit, but this would not
take into account all the factors in the scenario. However, if the functional unit is changed
to containment and transport of vegetables per liter from a warehouse to a store, the
system of calculations will include all the significant factors of the process. [3 p. 18-21]
The functional unit can be challenging to define for some studies, and using a wrong

functional unit can lead to erroneous results in the assessment.
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Because a complete assessment of a life cycle involves the consideration of numerous
interconnected and embedded systems, a determination must be made of what is in-
cluded and what is left out in the system. This can be seen in Figure 2, and is called the
boundary limit. [3 p. 13]The boundary limit can be chosen based on the significance level
of a factor on the overall impact or even because of lack of data. The choosing of the

boundary limit is an important step before beginning the calculations.

Figure 2. Boundary limit [3 p. 14]

The first three steps in setting up an LCA study (goal and scope, functional unit, boundary
limit) are usually proposed in manuals to be performed in this specific order. However,
doing the steps in reverse order might give a better idea of the problem to be solved by
thinking about the system. The reporting of the LCA should follow the correct order, re-
gardless of the order used in the analysis. [3 p. 24]

The next step is the LCI or life cycle inventory. This phase includes the collection of data,
refining the system boundaries, calculation, validation of the data, relating the data to the
specific system, and allocation. Data collection is often the most laborious part of the
LCA because of all the data needed and the specific requirements set by the functional
unit and system boundaries. Databases are used extensively by professionals, which
provide faster results than researching each category individually. Sometimes data is
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also limited and thereby changes the outcome of the study. Allocation may be required
to assure that the data fits the framework set by the boundary limit. [2 p. 58-62]

A sample of data gathered for LCI can be seen in Figure 3 below:

Irventory fable presenting “Goross inputs and owfpuls associated with the produciion of 1 &g of PVC
averaged over all the pofynerisation proceses™ (Boustead, 1994).

Unit Average!
Fuels Coal A1) 696
il [l Bld
Gas L1 15.41
Hydno L1 O.B4
Muclear U] T.B7
Other A0 013
Tatal fuels L1 1.4
Feadstock il A1) 14.85
Gas Ll 127
Total feaedstock L1 .56
Total fuel plus feedstock U £461.B0 (4B - BY)
Rawy miaterials Iron are md 400
Lirmesione mig 1600
Water mg 1300000
Bauxite mg 20
Zodium chloride mdg &30000
Zand mdg 1200

Figure 3. Inventory table [2 p. 60]

The units of the categories are unique for each case and must be then related back to
the functional unit through a process called normalization [2 p. 62]. As was stated earlier,
much of this process can be expedited by using software which can calculate and nor-

malize the data faster.

Once the inventory is complete, a life cycle impact assessment (LCIA) can be carried
out. This can be defined as a process to characterize and assess the effects of environ-
mental interventions identified in the inventory phase. Simply stated, the collected data
is used to calculate its effect on various categories. These impact categories include land
use, global warming, ozone depletion, ecotoxicological impacts, human toxicological im-
pacts, acidification, and eutrophication. [2 p. 64-65] This process requires the classifica-

tion and characterization of the inventory data, which are not discussed in this thesis.

The final step of LCA process is the interpretation of the results. If the previous phases
do not contain significant errors, the impact assessment should provide results which
can highlight environmental issues, confirm or contradict predictions, and perhaps show

how improvements can be made. The interpretation phase gives the researcher an op-
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portunity to see if there are problems in the previous phases and make corrections ac-
cordingly. The results of the interpretation and evaluation are discussed in the conclu-
sions of the assessment. [2 p. 68-72]

As was stated earlier, LCA can be conducted in many different degrees of completeness
and accuracy. This section described shortly the most comprehensive method used by
professionals; other methods include the ‘Fast Track’ LCA and SLCA. When considering
the thorough assessment of corporate responsibility, a main limitation in LCA is that eco-
nomic and social impacts are typically outside the scope [4 p. 21]. In the next section we
will examine an LCA of NExBTL biofuel, a Neste product which will be considered in the

case study.

3.1.3 Neste LCA

The LCA to be examined in this section was part of a study done by Sami Nikander for
Neste in 2008. The purpose was to research the greenhouse gas emissions and energy
consumption of the biofuel product chain. The three different raw materials of the biofuel
— animal fats, palm oil, and rapeseed oil — were compared using life cycle assessment
as a tool. The inventory was carried out following LCA standard requirements of 1SO
14040 and ISO 14044. [4 p. 2]

The main purpose (goal & scope) for the life cycle inventory was to produce data for an
assessment of greenhouse gases and energy specific to the new biofuel product. This
inventory included the collection of secondary data for some modules of the product
chain and producing primary data for others. Most processes of the product chain were
included in the inventory excluding land use, which was taken into account during the

greenhouse gas intensity assessment. [4 p. 28]

The functional unit chosen for the study was MJ biofuel used, which was used in final
calculations. Several other functional units were needed in the first phases of the analy-
sis, such as the yield of one hectare for agricultural products palm oil and rapeseed oil.
This unit was then converted to match the final functional unit by estimating how many
hectares were needed to produce 1000 kg of biofuel. The unit for the final results is in
the form g CO2e/MJInexatL OF MJconsumed/ MInexeTL [4 P. 29]
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For the system boundary, all factors of the process chains of each raw material are con-
sidered, except for land use and alternative waste treatment. Each process chain (pro-
duction, transport energy use and emissions, pretreatment) has few aspects which are
left out of the study for various reasons. [4 p. 30]

The results of the LCI were used in the next phase of the study, the greenhouse gas and
energy assessment. As the next figures illustrate, the results give valuable information

which can be used in the comparison of raw materials.

OOz bolusl

o O Produa I
EU sustainability lirmit vt ranspodt

[ ] W Froducian of NEXETL

O Transpor of raw
a0 malsrials

B Cullivatian and
£l processing of raw
raterials

) .:
o4

e oal i dadi] ol Taigai i o afatval lals
(RTFD manadngy P——

Figure 4. Total GHG emissions per functional unit [4 p.71]

WL | W) Biedual
BAS Dt
A0
5 | mFroduction of
8l HEETL
Ban O Trarsport of ras
0,25 4 e
=1 ] B Culivaion and
= B
015 Faw Ml
0,40
0.05
0.0 . I . .
palm il paim ol {fossid rapeseed ofl animal fais
(Pussil and renewabie SNErgy) (sl energy) (hosl Eneng)
energy)

Figure 5. Total fossil energy consumption per functional unit [4 p. 72]

Both figures support the notion that the use of animal fats as raw material in the biofuel
would be the optimal option in terms of emissions and energy efficiency. The blue line in
Figure 5 represents the referential energy efficiency of fossil fuel (0.15 MJ/MJyiotuer). The
results of the energy efficiency also depend on the type of energy used in the processes

of the product chain, which can also be seen in Figure 5. The results of this assessment
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are not conclusive, however, as the purpose was for the study to be a basis for further

studies.

This example of LCA shows how this methodology can be used to obtain quantitative
data on the environmental responsibility of an organization, or more specifically, a prod-
uct. Although this is a superior method compared to qualitative comparison methods,

circumstances in time and resources can sometimes require the use of alternative tools.

3.2 GRI Reporting

One method or tool that can be used for the assessment of corporate responsibility is
the review of GRI reports. This section gives some background theory on the structure
and characteristics of corporate responsibility reports, and more specifically GRI reports.

3.2.1 Benefits and goals of corporate responsibility reporting

Corporate responsibility reporting can be defined as providing a sufficient and balanced
picture of the outcomes of corporate responsibility and the operational actions and re-
sults of responsibility work. The publication of a corporate responsibility report is a stra-
tegic decision for a company, just as is its relationship towards responsibility and its de-
velopment trends in principle. Niskala et al. list many different benefits of releasing such
a report in a guide to corporate responsibility reporting. The benefits may be hard to
measure financially or predict in advance, but both the company itself and its stakehold-
ers and customers are more informed and connected via the report. The operations of a
company may be responsible and in order, but without the voluntary release of respon-
sibility information, interested stakeholders might not be convinced of the integrity of the
business. [5 p. 98]

The responsibility reporting can be seen as atool of leadership for management because
the process of reporting gives a general idea of what and how much stakeholders want
to know about the corporate responsibility. The reporting guidelines act as a navigational
tool for leadership to set the appropriate goals which support both the business opera-
tions and responsibility requirements. The teamwork needed in compiling the report can
also connect different divisions of the company. This can provide new viewpoints which

can be used in the development of business strategy and leadership. [5 p. 99]
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The goals of responsibility reports can be deduced from its benefits. In terms of risk
management, the report aims to aid in recognizing risks relating to supplier chains, stake-
holder relationships, legislations, business image, and brands. Reporting should create
the possibility to compare and assess the organization’s corporate responsibility with
respect to legislations, norms, standards, and voluntary initiatives. The report can show
how the responsibility goals affect business operations and in turn how the operations
affect stakeholders and society. Another important goal is to be able to compare organ-
izational actions and operations over time with respect to the organization itself and other
entities. [5 p. 107]

3.2.2 GRI model

GRI (Global Reporting Initiative) is an international initiative to provide a similar approach
used in financial report for the corporate responsibility reporting of companies and or-
ganizations. The vision is to make responsibility reporting as standardized and compa-
rable as financial reporting. The development work for the GRI guidelines began in 1997
by the United Nations Environmental Program (UNEP) and Coalition for Environmentally
Responsible Economies (CERES). The GRI guideline has rapidly achieved a status as
a certified and accepted framework for reporting. GRI is a non-profit trust fund which is

funded by other organizations, governments, and private businesses. [5 p. 106]

The purpose of the reporting guidelines of GRI is to provide a universally accepted ref-
erence for the reporting of a company’s economic, social, and environmental operations.
The goal is to make it compatible for all organizations, regardless of size, industry, or
geographic location. As was stated earlier, the main goal of the GRI guideline is to in-
crease the comparability of corporate responsibility reports. The first version of the GRI
guideline was published in 1999. This pilot model was tested by businesses and through
the feedback an official version was released in 2000. This included the reporting princi-
ples, which are described later, as parameters for corporate reporting. Corporate respon-
sibility indicators also began to gain form, as did environmental indicators. [5 p.107-108]
Indicators will also be described in detail in the next sections. The current GRI G4 guide-
line was released in 2013, which includes multiple improvements and changes from pre-
vious versions [5 p. 110]. There are numerous other tools or methods along with GRI
that can be used in responsibility reporting. ISO 14000, for example, is a commonly used
standard relating to environmental management. A business can create and certify its

environmental management by following the standard, giving it credence and credibility.

y =
e ——

/ M'gfkr‘opolia

University of Applied Sciences



11

GRI aims to aid in the use of other tools for reporting and maintaining a responsible
business by providing models and guidelines which can be applied across a wide field
of standards and procedures [5 p. 113].

3.2.3 GRI tools and reporting principles

The main tools provided by GRI can be seen in Figure 6 below. The tools for reporting
can be divided to two sections as is seen in the figure: how to report and what to report.
Standard disclosures and sector supplements give instructions which help in compiling
the information needed for the report. The purpose of sector supplements is not to re-
place the standard disclosures, but to complement the guideline and make the reporting
compatible for different sectors and industries. The protocols as well as principles and
guidance, on the other hand, guide the actual writing of the report. Together these tools
of GRI aim to harmonize the reporting of corporate responsibility. [5 p. 111]

G3 Reporting Framework

Reporting
Framework

Figure 6. Reporting Framework [6]

The goal of the reporting principles is to define the content of the report and ensure the
quality of reported information. The principles are divided into two groups: defining report
content and defining report quality. [5 p. 118] These are listed and explained shortly in

Tablel. The first four principles define report content.

!
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Table 1. GRI Reporting Principles [7 p. 17-18]

Principle Explanation
Stakeholder Identify stakeholders; explain how the organization has re-
Inclusiveness sponded to their expectations and interests

Sustainability Context | Present performance in wider context of sustainability

Materiality Covered aspects should reflect significant economic, environ-

mental, and social impacts

Completeness Coverage of material aspects and boundaries which suffi-
ciently reflect impacts

Balance To enable reasoned assessment, report should reflect posi-

tive and negative aspects of performance

Comparability Information should be available consistently; report should en-
able analysis of performance over time — also relative to other

organizations

Accuracy Sufficiently accurate and detailed information for assessment
Timeliness Reports should be released on a regular schedule

Clarity Information should be made understandable and accessible
Reliability Information and processes used in preparation of report

should be made available to be checked

The reporting principles give a good evaluation method for the assessment of a report.
A report with some insufficient content can still be more valuable than a report with com-
plete content as long as it follows the reporting principles. It could be said that the content

of the report is not necessarily as important as the principles of the content.

3.2.4 Standard disclosures and indicators

The scope of the responsibility report can be chosen to be either general or specific. GRI
guidelines provide the standard disclosures, which guide in the content requirements
and indicators of different elements, for both general and specific reports. The general
standard disclosures cover the following areas: strategy and analysis, organizational pro-
file, identified material aspects and boundaries, stakeholder engagement, report profile,
governance, and ethics and integrity. These areas cover all the essential information of

corporate responsibility reporting, regardless of the scope. With the content obtained for
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these categories, it is possible to understand and assess the basic level of responsibility
of the reporting party. [5 p. 139]

A comprehensive report includes both general standard disclosures and specific stand-
ard disclosures. Specific standard disclosures are divided into three main sections: eco-
nomic-, environmental-, and social responsibility. The information for the sections and
subsections is reported through the use of indicators, which are used to measure the
performance of corporate responsibility according to each category. Indicators give
guantitative or qualitative data which improve the comparability and clarity of the reports.
[5p. 67]

In the case study of this report, only the environmental and social responsibilities were
considered. Although the economic responsibility is also an important aspect for respon-
sibility assessment, the scope was narrowed to fit parameters which could achieve the

desirable results most efficiently.

3.2.5 GRIindex of UPM

An index of the GRI report indicators is generally included in the annual report of an
organization or company. Figure 7 shows an example of what this might look like; this

index for UPM was used in the case study.

Tha UM Anvued Raport 2014 follows tha famawark and indicarors of fa Global fparting Iitaiha's |G repering quiddlines G3 and
GRI exfended msas tha rcsuesmans o ha R Apgilcacn Loval Be. Tha incior Exdow shaws how, and whoed tho G inchecsor: s odchisiad
ind b

8 = Annucd 014
content index Wk = wwssipm.cam/esparaibilty

Fully mporiod

Partialy regorted
Profile Locofion Level
1. STRATEGY AND AMALYSIS
T CED's sceamant AR Foges 34
1.2 Kay impocts, risks ond opporuniies AR Poges 7-8, 14, 48
2, PROFILE
2.1 Noma of the arganisation AR Poge BS
2.2 Primery bmnds, products cnd sevices AR Poges 1-2
2.3 Oparational sucus AR Pges 10, 117
2.4 Locaton of arnizatn’s heodgquares AR Poga 144
2.5 Mumbar of eountics ard kocatcns of cpamtions AR Poges 141-142
2.4 Mahwa of awnarhip ond lgl form AR Poga B5
27 Markats servad AR Poges 37-08, 95
28 Scoka of tha smpceing crganisciion AR Poges 1, 133
29 Sigriicart changes rgerding 525, Sucuns o cwnsshia AR Poges 7172
210 el rcsived in th reperting period AR Poges 10, 11, 45,
3. REPORT
Report prafile
31 fparing parod 1 Jarucey 201431 Decamker 2012
3.2 Dira of meat provicss rpcet 26 Fabeuory 2014
3.3 Raparing cycks Aneual

Figure 7. GRI index [8]

The index is from the 2014 annual report and follows GRI G3 guidelines, the predecessor
of G4. The whole index is not shown and would be slightly different for a report following
the G4 guidelines. Although not seen in this figure, some of the categories and indicators

are not fully reported, and therefore marked with an empty circle. The end of the index
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also contains information regarding data measurement techniques. This follows the re-

porting principle of reliability, as assessors can see where the data comes from.

3.3 Environmental Barometer

Due to their mainly qualitative nature, the comparison of GRI reports is not a fully suffi-
cient method to assess the responsibility of a corporation or business — the use of multi-
ple tools or methods gives a more comprehensive image. Quantitative data is often
needed to gain a clear understanding of different aspects in an organization. Corporate
responsibility and especially environmental responsibility matters are multidimensional
and therefore pose a challenge for the comparison of businesses even in the same sec-
tor or industry. One tool which aims to bridge the gap for comparison is the environmental
barometer explained in this section.

3.3.1 Goals and foundation

The environmental barometer was developed in 2006 as part of a thesis study concern-
ing environmental management by Susanna Wiss. The basic idea was to apply back-
ground theoretical knowledge for the development of a barometer to measure the envi-
ronmental responsibility of different organizations. The goal was for the barometer to be
applicable to all businesses regardless of industrial or geographical factors. The barom-
eter needed to also produce quantitative results which would allow for an easier inter-

pretation of the outcomes. [9 p.32]

The challenges of comparing the subjective nature of responsibility are alleviated with
the use of this tool. The simple questions posed for businesses as part of the barometer
are designed to make the comparing even between different industrial sectors feasible.
[9 p. 32] However, this tool is fairly new and untested, and the subjectivity of some as-
pects cannot be completely eliminated.

The series of questions of the barometer are based on guides and theory from various
literature sources. Among these are the ISO standard 14031, which offers guidelines for
measuring the level of environmental management, and GRI reporting guidelines. Two
other publications on management of environmental issues and business actions were

also used as a basis. [9 p. 32]
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3.3.2 Structure

The questions give a comprehensive perspective on both the versatility of actions to
improve environmental management and the organization’s activeness in the manage-
ment of environmental issues. The barometer does not consider the actual environmen-
tal impacts of the organization, such as energy use or amount of produced waste. The
four subjects to be examined are as follows: environmental management, environmental

awareness, environmental reputation management, and processes. [9 p. 32-33]

The questions regarding environmental management aim to give a picture of the man-
agement’s commitment towards environmental matters and the integration of these into
the natural actions of the organization. Table 2 below shows the questions regarding this
subject; the same form is used throughout the entire barometer.

Table 2. Environmental management questions [9 p.34]

Question | Subject of review

1 Are environmental issues managed in the organization
1A-1B Management commitment to environmental issues
1C-2B The integration of environmental issues into a natural part of operations,

and the goal-oriented and systematic level of activities concerning envi-

ronmental issues

The determination of a management’s commitment to environmental issues is based on
the existence or non-existence of defined environmental policies, and if the management
has solutions to acquire resources for the handling of environmental issues. Without the
knowledge of needed resources to manage environmental issues, it is difficult for man-
agement to invest in the policies. For the integration of environmental issues to be pos-
sible, environmental responsibilities must be shared with as many employees and or-
ganizational levels as possible. Setting goals - and methodologies with which targets can
be reached - ensure the systematic improvement of the handling of environmental is-
sues. [9 p. 34]

The environmental awareness section aims to examine how well the organization is in-
formed on the various factors in its operations that affect the state of environment, and

the obligations placed on its operations. The questions concern the awareness of both
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environmental legislation and environmental risks and effects. An understanding of en-
vironmental legislation and the prediction of its changes gives an organization the pos-
sibility to fulfil its obligations and avoid making detrimental investments. Personnel
knowledge of the organization’s environmental perspectives and a motivation to consider
environmental issues in their work is a prerequisite for the issues to be handled in prac-
tice. [9 p. 35]

The measuring of environmental reputation management is based on questions relating
to the maintaining of stakeholder relationships which are important to the environmental
issues, and the level of environmental communication. The essential factor in the envi-
ronmental reputation - and subsequently competitiveness - of an organization is its mind-
fulness of legislation concerning business operations. Reputation can be ruined by the
violation of applicable legislation. Conversely, awards and recognition for environmental
awareness gives an organization market value in the eyes of stakeholders. Questions
regarding stakeholder relationships give an understanding of an organization’s attitude
towards the viewpoints of stakeholders, and how actively mutual understanding is pur-

sued in terms of environmental issues. [9 p. 36]

The final subject of questions evaluates the processes and operations of an organization.
The measuring is based on the life cycle principle — each phase of the life cycle impacts
the environment through inputs and outputs. The processes of the organization are di-
vided according to the figure below, and are modified for each industry and business. In
manufacturing, the processes focus on the first four sections although the last three sec-
tions will continue to receive more weight in the future. In the service sector and public

administration only the first four sections are usually considered.

Figure 8. Process division [9 p. 38]

Environmental aspects should be considered and monitored already in the research and
development phase of any process. The decisions made in the design phase have an
effect on all subsequent phases of the life cycle. It is often costly and difficult - sometimes
impossible - to consider environmental issues of a product after the research and devel-

opment. The same can be said for procurement. Purchases made by the organization
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are often based on needs of product development and production. Organizations should
take into account the environmental aspects of purchases and have requirements for

suppliers and subcontractors on their levels of environmental conservation. [9 p. 38]

The production process is generally the most critical in terms of environmental issues for
both industrial production and service production. Even if issues were not considered
sufficiently in the development and procurement phases and opportunities to influence
production were consequently minimal, the effects of environmental violations occurring
during the nahvas production process can often be significant and long-term. The ques-
tions regarding the production focus on the effectiveness of efforts to minimize factors

that affect the environment i.e. material consumption, energy use, emissions [9 p.39]

The transportation services used for distribution by an organization tend to be influenced
by expenses. However, the most cost-efficient option can often be the least efficient with
respect to the environment. Although logistics are not emphasized greatly when consid-
ering environmental issues, the neglect of this phase can lower the environmental con-
servation level of a company or at least ruin its environmental image. The questions
about distribution give a picture of the actions taken by an organization to decrease the
environmental impacts of transportation. [9 p.39]

A responsible organization knows the environmental impacts of the use of their products,
the recyclability, and subsequent impacts to the environment. Materials should also be
marked so the consumer knows the impacts of the product and how to dispose of the
product with minimal impacts to the environment. The questions regarding product use
aim to compare the environmental impact of the product with similar products, and reveal
the existence and use of markings on products. Recycling questions focus on recycle
and reuse possibilities and guidelines for dismantling, recycling, and reuse. Disposal
questions are posed to assess the environmental impacts of disposal with similar prod-

ucts, and determine the use of guidelines for the least-taxing disposal. [9 p. 40]

3.3.3 Assessment of results

In order to set the barometer into quantitative form, a scoring system had to be created.
The scoring was challenging because of the multi-dimensionality of environmental issues
and the fact that the viewpoints of the creator would be seen in the final results. To elim-

inate the influences efficiently, a simple setup was used: one point is gained for a factor
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that improves the quality of the environment and a minus point given for each factor that
affects the environment negatively. This system does not set organizations from different
sectors on uneven positions. [9 p.41]

The points received from the set of questions are then applied to assess the level of
environmental management of the organization. The five levels range from the zero level
— environment is not considered at all — to the ideal level where environmental issues
lead the actions of the organization and sustainable development is reached. The levels
are as follows: ideal level (A), strategic level (B), operator level (C), basic level (D), and
zero level (E). Each section of the barometer lists the minimum point requirement to

reach each level. [9 p. 42-43]

The barometer also provides a SWOT analysis which can help in assessing the effects
of environmental responsibility on the economy of the corporation [9 p.45]. It is important
to note that this tool has not been tested extensively and the scoring system could result
in erroneous results. The purpose of the thesis study for which this barometer was cre-
ated was to provide a model or prototype which can be developed further. This tool was
tested in part for the case study.

4 Case Study: Paakaupunkiseudun Kierratyskeskus Oy

As was stated in the goal and scope of this report, the case study concerns Paakau-
punkiseudun Kierratyskeskus Oy and its decision to change its fuel type from traditional
diesel to a biofuel mixture containing biodiesel. One of the most important factors of
choosing the fuel type and supplier is the environmental and social responsibility of the
respective organizations. The process for selection included a cost comparison, GRI re-
port comparison, and a limited assessment using the environmental barometer explained

in the earlier section.

4.1 Compared fuel types

Three different biodiesels are considered in this case study. They are as follows: Neste
Pro Diesel, St1 Diesel Plus, and ABC Smart Diesel. These diesels contain a small per-
centage of biodiesel and are available at most of the suppliers’ gas stations. The fuels

are described in detail in the subsections.
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4.1.1 Neste Pro Diesel

Neste is a Finnish company which specializes in oil refining and the development of
renewable fuels. Founded in 1948 to secure the oil supply of Finland, it has grown into a
frontrunner in its field by combining modern business and environmental values with solid
industry experience. During the turn of the century Neste introduced NEXBTL renewable
diesel, which is produced by hydrotreating vegetable oils. This renewable fuel can be
used as an alternative in any proportion to traditional diesel. In 2015 Neste became the

world’s largest producer of waste and residue-based renewable fuels. [10]

Neste Pro Diesel was introduced in 2012 in Finland as a high-performance diesel which
suits all diesel engines. It is a mixture of diesel and a minimum of 15% NEXBTL renew-
able diesel. It has been tested extensively on different diesel engines and has yielded
excellent results in performance and fuel efficiency. Depending on the operating condi-
tions, it can improve the fuel efficiency by up to 5% and increase the torque by 2%. In
addition, the lifetime emissions of the fuel have been reported to decrease by at least
10%. The fuel’'s low cetane number ensures a decrease in visible smoke and noise fol-
lowing a cold start of the engine. The test results clearly support the status of the fuel as

a bona-fide renewable diesel. Pro Diesel is available at select Neste fuel stations. [11]

4.1.2 Stl Diesel Plus

The provider of Diesel Plus fuel is St1, a privately owned Finnish company. It is com-
prised of two business groups: St1 Nordic, which focuses on fuel marketing in the Nordic
countries of Finland, Sweden, and Norway and on renewable energy solutions such as
industrial wind power and waste-based ethanol; and St1 Group, which focuses on refin-
ery operations. The company was founded in 1995 and employs around 700 workers.
Fuel supply comes from North European Oil Trade Oy (NEOT) which is co-owned by
Stl. [12]

Diesel Plus is a premium diesel introduced by St1 which contains a renewable diesel
developed by UPM, a Finnish forestry company. The biodiesel, BioVerno, is produced
from tall oil, and is comparable in its properties to traditional diesel. Although the per-
centage of biodiesel in the mixture is low, it is nevertheless a better option than traditional

diesel due to its performance-increasing additives and the lesser impact it has on the
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environment. A cetane value of over 60, compared with 51-55 for normal diesel, assures
that the Diesel Plus ignites faster and produces more power to the engine. This fuel is
suitable for all diesel engines and is available at all St1 fuel stations. [13]

4.1.3 ABC Smart Diesel

ABC is a Finnish gas station chain which is owned by S-group, a retailing cooperative
organization. The first gas stations were opened in 1998, and since then it has grown to
become the leading seller of gasoline in Finland. ABC gas stations traditionally contain
a small market and restaurant facility which are open every day of the year. As with St1,
the fuel supply comes from NEOT, which is co-owned by S-group. In 2011, EkoFlex E85,
an ethanol-based gasoline was introduced to ABC stations, providing a new option to
traditional fuels. Two years later Smart Diesel was introduced. [14]

Smart Diesel is a renewable fuel similar to Diesel Plus. It contains a small percentage of
BioVerno and is supplied by NEOT, which is co-owned by St1 and S-group. Although
the shipments of fuel may contain differing blends of BioVerno and diesel, it is assumed
that Smart Diesel and Diesel Plus are the same product because of the common source
of biofuel and same supplier. [15]

5 Cost comparison

A cost comparison was carried out over a one month period to determine the differences
in prices of the fuel. Although this is an important aspect to consider when choosing a
possible fuel, it is not relevant to the environmental and social responsibility comparison,
and therefore will not be discussed in detail in this report. However, some main findings
are good to point out. Daily fuel prices of the compared fuels were recorded and plotted,
including a base comparison of regular diesel. Discount prices were taken into account
when calculating the annual cost for the fuel used in the vehicles. The results in Figure
9 below show that the annual costs vary from around 70 000 to 73 000 euros. This is not
a significant difference, but with a higher annual consumption (60 000 liters was used as

an estimate) the margins could increase noticeably.

y =
e ——

/ Meétropolia

University of Applied Sciences



21

Yearly cost
80000
70000
60000
50000
40000
30000
20000
10000
0
Neste Pro Diesel  Stl Diesel Plus, Stl Diesel Plus, ABC Smart Diesel Digsel*
pump price discount price

m With discount & tax ™ Tax-free

Figure 9. Yearly costs

6 Comparison of GRI reports

The next aspect of comparison was the GRI reports of the potential suppliers. Annual
reports and/or GRI reports were not available for all three suppliers, so the producers of
the biodiesels NExBTL and BioVerno, were instead considered. Neste produces its own
biodiesel which is a component of Pro Diesel, and UPM produces the biodiesel which is
a component in both Smart Diesel and Diesel Plus.

The GRI reports of Neste [16] and UPM [17] were reviewed using a comparison chart.
Both reports used the older G3 guidelines which are nearly the same as the newest G4
guideline. Only the environmental and social indicators of the index were considered,
and some categories were left blank because of lack of data or irrelevancy to the study.

The comparison charts can be found in the appendix.

While UPM works in the forestry industry and produces mainly paper products, Neste is
in the oil industry and produces oils and fuels. For this reason, it was somewhat difficult
to compare the two companies with each other. However, some key findings were found
in the review, which are discussed in the next subsections. The abbreviations of the
indicators in question are provided, for example (EN 1).
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6.1 Environmental Indicators

For more accurate comparisons, information about NEXBTL and BioVerno were included
rather than all other products whenever possible. The first noticeable difference was in
the category of recycled material use (EN 2). Neste did not include this information in the
report while UPM reported to recycling approximately 90% of production waste. This
difference can partly be attributed to the fact that the companies are in different indus-
tries, but on the other hand UPM’s BioVerno is produced from the residue of pulp pro-
duction in the form of tall oil. This gives an advantage to UPM because this results in
less energy consumption and land use is completely negated. A judgment would be un-
fair, however, because of the differing industries and products.

The next difference is in the sources of energy consumption (EN4). Neste gains over
90% of its energy needs from fuels and natural gas while UPM claims to receive nearly
50% of its energy consumption needs from renewable fuels. Both organizations seem to
have initiatives which follow energy-efficiency trends, ranging from new process equip-

ment and products to reduction goals in terms of CO, emissions (EN6).

The total GHG emissions for 2014 were similar (3.6 and 3.8 million tons CO5), although
Neste has significantly higher additional indirect emissions caused by product use and
disposal (EN16, EN17). Both organizations have received recognition for their efficiency
in their respective industries, and as was stated earlier, initiatives are in place to further

increase efficiency and reduce emissions (EN 18).

Although the reporting principle of balance calls for both positive and negative aspects
of the organization, some indicator categories were left blank while the other organization
provided negative aspects. For example, Neste reported about multiple minor incidents
of non-compliance with regulations and sulfur unit disruptions, while UPM did not report
anything (EN28). It is not known whether this was deliberately left out or if no violations

took place, which is why some explanation would help with clarity.

Overall, it is difficult to determine the better option based on the indicators alone for rea-
sons stated earlier. No major disadvantageous aspects were discovered in the index,
and based on the environmental indicators alone both organizations seem to value en-

vironmental management in their operations.
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6.2 Social Indicators

The categories concerning labor practices provided limited information which would set
the organizations apart in terms of corporate responsibility. UPM employs significantly
more people (20000 vs. 4000) and its workforce is predominantly male (80% vs. 65%)
(LA, LA2). The basic salary of men and women is reported to be fairly similar for Neste,
while UPM did not disclose any information (LA14). UPM provides an average of 15
hours of training per employee per year; Neste did not report for this indicator (LA10).

Neste has been criticized in the past for human rights violations in Malaysia by
Finnwatch, an NGO focused on global corporate responsibility [18]. The cooperation with
Finnwatch following the accusation is mentioned in the human rights section of social
indicators. Although the conditions have improved, the report has hurt the image of the
company and forced it to focus on the aspect of human rights. Both organizations report
that all significant suppliers are assessed for possible risks of human rights violations

(HR2). Incidents concerning child labor or forced labor were not found in the report.

The section on society provided some insight into the policies and actions of the organi-
zations. UPM reported of 16 incidents of possible corruption within the organization.
These were all handled and some led to disciplinary action including termination of em-
ployment (SO4). Neste reported the efforts of promoting the use of wastes and residues

in biofuels; EU regulations prefer it to be used primarily in the cosmetic industry (SO5).

The two organizations have been involved in a court battle against each other regarding
a patent infringement, as reported by UPM (SO7). Neste filed action with Finnish Market
Court based on the suspicion of an infringement in a UPM biorefinery. The court has
dismissed the demand for a preliminary injunction, although this casts a shadow of doubt
on the ethical practices of UPM. Neither organization has been significantly sanctioned
for non-compliance with laws or regulations in 2014 (SO8).

The management approach to product responsibility seems to be positive for both or-
ganizations. For example, Neste aims to continue launching quality products with small
impacts on the environment, and UPM is targeting a 25% growth in ecolabelled products

by 2020. Although most Neste products are classified as hazardous, information for the
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handling of products is available for customers (PR1). According to surveys, most cus-
tomers are satisfied with the organizations and take interest in various aspects of sus-
tainability and responsibility. The overall satisfaction of UPM as a supplier is 77% (PR5).

Compared with environmental indicators, more categories of social indicators were left
unanswered, and therefore made it difficult to make definite conclusions. Perhaps the
Finnwatch reports stand out as a significant divider of the levels of social responsibility
between the organizations. It is impossible to say whether UPM also has had violations
or non-compliances which have not been made public. The fact that Neste is addressing
its mistakes and rectifying the situation, however, proves that its corporate responsibility

is still in place.

7 Environmental barometer results

The intent of the environmental barometer is for the assessed organization to answer
the questions internally to get an accurate picture of the environmental management.
This was not done for this thesis, however, and only a few questions were considered
from the entire set of questions. The answers are based solely on information provided

through the GRI reports of the respective organizations.

The table of questions for Neste and UPM are found in the appendix. Few questions
were not answered due to lack of information in the reports. The answers were very
similar for both Neste and UPM; we will consider the results for Neste in the calculation

of the score.

The score for the questions regarding environmental management are calculated ac-
cording to the following simple equation [9 p. 79]:

1Dq1+1D
1A+1B 1C+% 2A(+2Afo”ow_up)+23

EM = —2 E E X 100 1)
3

A default value of 0.5 was assumed for unknown answers in order to get an estimated

score for overall performance. The outcome for the score was 78 points.

With a score of 78 points, the environmental management performance level would fall

in the B level on the hierarchal model of performance. This is the second highest level,

Metropolia

University of Applied Sciences



25

called the strategic level, and the characteristics of such an organization are defined in
the following condensed description: Environmental awareness is an integral part of or-
ganizational actions, therefore environmental management is used. Environmental poli-
cies are in place and environmental issues are considered in planning and decisions. An

environmental management system is also in use. [9 p. 85]

The goal of using the environmental barometer as a tool for assessment was to test its
efficacy and validity. The results should not be used in the decision because of the limited
sample size and incomplete answers. A more accurate assessment can be made by
sending the barometer questions to the organizations to answer. This would result in
accurate and complete answers to the questions, and subsequently scores for all the

different categories of environmental responsibility.

8 Conclusions

The goal of this thesis was to analyze and review different methods to assess the corpo-
rate responsibility of an organization. Environmental and social responsibility were the
primary focus areas in the case study. The decisions on the selection and depth of anal-
ysis of the tools were constrained by limited time and resources. The comparison of GRI
reports was used to acquire qualitative data while the environmental barometer provided

gquantitative data.

Because of the qualitative results obtained from the method, the GRI reports did not
provide conclusive results which would differentiate one organization from the other in
terms of corporate responsibility. However, it does provide a general picture of the level
of management and handling of environmental and social responsibilities. The case
study revealed that both Neste and UPM are responsible corporations on a general level.
GRI reporting is not available from especially smaller organizations and is, therefore,
limited to larger and well-known organizations. At best, the reports can be used as a

supplementary analysis method.

The environmental barometer was not fully applied in the case study. The basic idea of
quantifying the results seems to make it a valuable tool if used properly. The next step
would be to have the organizations themselves answer the questions. Although the the-

ory which the development of the barometer is based on is relevant to the purpose of the
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tool, the scoring system might need some tuning to reflect the accurate performance
level of the organization.

Generally, it can be said that the assessment of corporate responsibility requires close
contact between the assessor and the organization in question. The work in this thesis
was conducted almost entirely based on only public reports of Neste and UPM, which
limited the comprehensive level of results. Direct communication with the organization
and the use of multiple assessment methods will give the most accurate assessment of

corporate responsibility.
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Appendix 1. GRI Comparison: Environmental Indicators

Appendix 1
1(4)

Indicator

Abbreviation

Neste

UPM

Management approach to

environmental responsibil-

ity

- More out of less

- Material-efficient
choices

- Operate in accord-
ance with permits

Energy efficiency
Comply with laws
and regulations
Promote global
sustainability pro-

- Sustainability Pro- jects
grama
Materials used by weight | EN1 - 2.6 million tons of re- - Wood: 26.3 million
newable diesel in m3, Market pulp:
or volume 2014 1.8 million tons,
- 62% from wastes Paper for recovery:
and residues, 38% 3.4 million tons,
crude palm oil Minerals: 2.5 mil-
(2012: 35% wastes, lion tons
65% palm oil) - Materials used to
- Aimto use only produce mainly pa-
waste and residues per, chemical pulp,
in renewable diesel timber
by 2017
Percentage of materials | EN2 Not included in report - Approx. 90% of
, production waste is
used that are recycled in-
reused or recycled
put materials - 35% of all fiber
used in UPM paper
production is recy-
cled
- BioVerno is pro-
duced from residue
of pulp production
Direct energy consump- | EN3, EN4 - Total energy con- - Total energy con-
— . sumption: 12.7 TWh sumption: 54.15
tion; Indirect energy con- _ 91.5% from fuels TWh
sumption by  primary and natural gas - Nearly 50% from
renewable fuels (of
source which 79% come
from UPM pro-
cesses)
Energy saved due to con- | EN5 - Development - Energy-saving in-

servation and efficiency

improvements

measures in refiner-
ies in 2014 result in
annual energy sav-
ing of 76 GWh

- Efficiency improved
through mainte-
nance and renewal
of equipment and
new utility manage-
ment system

vestments reduced
annual energy con-
sumption by 55
GWh

Only paper and for-
est company in
world to achieve
A100 level in CDP
Climate indices
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Appendix 1

2(4)
Initiatives to provide en- | EN6 - New distillation fur- - Aim to reduce fos-
- naces estimated to sil CO, emissions
ergy-efficient or renewable save 50 GWh annu- by 15% by 2020
energy based products ally compared to 2008
and services - Renewal of power level
generation in refin- - Biofore Concept
ery Car made with bio-
- Station yards in Fin- materials and runs
land projected to re- on BioVerno
duce electricity con-
sumption by 25% by
2020 compared to
2007 levels
Total water withdrawal by | EN8 - 8.6 million m? for - Surface water: 470
2014 (excluding million m?3
source cooling water) - Groundwater: 21
- From rivers in Neth- million m3
erlands and Finland - Communal water: 4
million m®
Water sources signifi- | EN9 - Water quality of sea - Surface water,
cantly affected by with- around refineries groundwater
y y has been monitored - AllUPM mills lo-
drawal of water for many years cated in areas
- Wastewater is where there is
treated before dis- abundance of wa-
charge into water- ter
ways at refineries
Percentage and total vol- | EN10 Data not found Data not found
ume of water recycled and
reused
Location and size of land | EN11 - Stormossen bog (75 - UPM owns forests
: . I : hectares) conserva- which include 121
holdings in  biodiversity- tion site near Porvoo 000 hectares of
rich habitats refinery protected sites in
- Vanto rare oak tree Finland and USA
area in Naantali
Significant impacts on bio- | EN12 - Strive to protect ar- - Native tree species
diversity in protected areas eas_alongS|de rest of pr0\_/|de food and
environment around habitat for vegeta-
and biodiversity-rich areas refineries tion and animals
outside protected areas
Habitats protected or re- | EN13 Data not found - Flagship protected

stored

area is Griffin For-
est in southern Fin-
land (1 400 hec-
tares)

- New conservation
areas in 2014 to-
taled 633 hectares
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Appendix 1

3(4)
Managing impacts on bio- | EN14 - Groundwater and Aim to 'maintain
di . soil monitoring at re- and increase biodi-
iversity O L
fineries in Finland versity in forests
- Soil condition and and promote best
quality monitored in practices in sus-
and around retalil tainable forestry’
stations By 2020 goal is for
85% of fiber to be
certified by
FSC/PEFC
Species with extinction risk | EN15 Not included in report Cooperation with
with habitats in areas af- BirdLife to help
with conservation
fected by operations Chestnut
seedeater popula-
tion in Uruguay has
increased
Black grouse and
other birds in Scot-
land have had hab-
itats restored
Total direct and indirect | EN16 3.6 million tons CO 3.8 million tons
greenhouse gas emis- (2014) ?Zgi 4)
sions
Other relevant indirect | EN17 - Scope 3 emissions Purchased power,
. (end use of prod- transport, and raw
greenhouse gas emis- : )
ucts, purchased material production
sions by weight goods and services) result in additional
total 49 million tons 9.4 million tons
CO; CO;
Initiatives to reduce green- | EN18 - Aims to use only Aim to reduce 2008
house gas emissions waste and residues CO. emissions
in renewable diesel level by 15% by
production by 2017 2020
- Qil refining efficiency Majority of fuel
is top-class; biopro- used in power
pane production re- plants are free from
duces emissions CO, emissions
NOy, SOy and other signifi- | EN20 - 3000 tons NOy 9 600 tons NOx
cant air emissions - 6800 tons SO2 2 800 tons SO
Total water discharge by | EN21 - 8.4 million m? 240 million m?® pro-
. L wastewater (2014) cess waste water
quality and destination - Treated wastewater (2014)
discharged into wa-
terways at refineries
Total amount of waste by | EN22 - Figures from 2014 Figures from 2014

type and disposal method

- Conventional waste:
12 100 tons

- Recycled waste:
33 800 tons

Dry landfill waste:
134 000 tons
Temporary stor-
age: 20 000 tons
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Hazardous waste:
24 200 tons

- Hazardous waste:
3900 tons

Identity, size, protected | EN25 River Maas in Rot- Data not found
o , terdam
status, and biodiversity River Mustajoki in
value of water bodies and Porvoo
related habitats ~ signifi- River Kokemaenjoki
in Naantali
cantly affected by the re-
porting
Mitigating environmental | EN26 Reduction of emis- - 90 % of production
, sions through re- waste is reused or
impacts of products and :
newable diesel pro- recycled
services duction was 5.6 mil- - Many products cre-
lion tons (48 % of ated primarily from
annual GHG emis- recycled waste
sions from road traf-
fic in Finland)
Significant fines and sanc- | EN28 Multiple minor inci- Not included in report
tions for non-compliance dents with no envi-
ronmental impacts
with environmental regula- Some disruptions at
; sulfur units which in-
tions :
creased sulfur emis-
sions
Significant environmental | EN29 GHG emissions from - No data found on
impacts of transporting raw materiz_:tl and fuel emissions o
transportation total - 68% of deliveries
products about 10 g by rail and road,
CO2eg/MJ 32% by sea
Total environmental pro- | EN30 Not included in report - Environmental in-

tection expenditures and

investments by type

vestments for 2014
totaled 12 million
euros, largest in-
vestment was for a
new gas purifica-
tion system

- Environmental pro-
tection costs
amounted to 127
million euros,
mainly for effluent
treatment and
waste manage-
ment costs

1 http://2014.nesteoil.com/sustainability/sustainability-management-and-strategy/sustainability-management/
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Indicator

Abbreviation

Neste

UPM

Management approach to

social responsibility

Six focus areas form
foundation of sus-
tainability work:
Cleaner solutions
Safety

Our people
Society

Climate and re-
source efficiency
Sustainable supply
chain

- Safe and inspiring
workplace

- sharp commercial
ambition and sales
capabilities

- change readiness
and agility in
changing business
environment

Total number and rate of | LA2 - Turnover percentage - Turnover: 10.86%
not included - (voluntary): 4.76%
employee turnover by age - 37% of employ- - Average age of
group, gender and region ments less than 5 personnel: 43.7
years - 80% men, 20%
- 5to9years: 22.8% women
- 65.3% men, 34.7%
women
Coverage of collective bar- | LA4 - Not all personnelin - Does not report on
- all countries covered union membership
gaining agreements by collective bar- on global level
gaining agreement - Estimated percent-
- 71% of personnel age of personnel
are covered by covered by agree-
some agreement ment is 73%
Minimum notice period(s) | LAS - follows local legisla- - follows local legis-
regarding operational tion lation
changes including whether
it is specified in collective
agreements
Injuries, lost days, absen- | LA7 - Total workday injury - About 3% of theo-
tee rates and fatalities frequency per. million retlcal_ working time
hours worked: 2.0 was sick leave
- Oil retail and Singa- - Lost-time accident
pore refinery worked frequency: 5 acci-
over two million dents per million
hours without injury hours of work
Education, training, coun- | LA8 - Wellbeing at work - Step Change in

seling, prevention, and

risk-control

plan implemented
Alternative work is
offered for recover-
ing employees

Safety initiative to
improve safety cul-
ture and perfor-
mance

- Employees must
report all near
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Occupational health
care services in Fin-
land

misses, which are
reviewed

suppliers and contractors
that have undergone hu-
man rights screening and

actions taken

all suppliers to re-
view areas such as
governance, corrup-
tion unresolved legal
claims

Sustainability survey
covers operating

Average hours of training | LA10 Not included in report 15 for active em-
per year per employee ployees
Programs for skills man- | LA11 - Performance and 70/20/10 model:

, development discus- 70% learning on
agement  and lifelong sions covered 81% the job, 20% learn-
learning of personnel in 2014 ing from others,

- Training-related in- 10% from develop-
vestments: 3.1 mil- ment programs
lion euros Development pro-

- Training offered to gram portfolio for
shift workers leaders focuses on

self-leadership,
coaching capabili-
ties, innovation,
and leading in
complexity
Employees receiving per- | LA12 - 81% (excluding ser- 86% of permanent
formance and career de- vice station person- employees
nel in Russia)
velopment reviews
Composition of govern- | LA13 - Share of employees 39% salaried
ance bodies and break- working as manag- 61% shop-floor
ers or supervisors
down of employees was 14.6%
Ratio of basic salary of | LA14 - Varies between 93% | Not included in report
men to women by em- and 110% depend-
ing on responsibili-
ployee category ties and category of
employee
Management approach to - Central aspect of hu- Respects interna-
human rights man rights is promo- tional human rights
tion of equality agreements

- Cooperated with Code of Conduct
Finnwatch following training required for
their report of short- all employees
comings related to
workers’ rights in
Malaysia

Percentage of significant | HR2 - Security Check for Risk assessment

for suppliers covers
environmental, so-
cial and economic
risks

Suppliers must ap-
ply principles of
Code of Conduct
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practices and poli-
cies

Employee training on poli- | HR3 Not included in report - Code of Conduct
cies and procedures con- training attended
P by 88% of all active
cerning human rights rele- employees
vant to operations
Operations identified in | HR5 - No threats to rights Not included in report
. . . were identified in
which right to exercise 2014
freedom of association or
collective bargaining may
be at significant risk and
actions taken to support
these rights
Operations identified as | HR6 - No incidents found - No significant risks
having significant risk for In report |dent|f|_ed N own
operations
child labor
Operations identified as | HR7 - Noincidents found - No significant risks
having significant risk for In report |dent|f|_ed N own
operations
forced or compulsory labor
Number of incidents in- | HR9 Not included in report - Noincidents in
volving rights of indige- 2014
nous people and actions
taken
Management approach to - Listen to stakehold- - Target to develop
, ers’ feedback and strategic sustaina-
society : LD
develop operations bility initiatives
accordingly - Continuous sharing
- Make expertise of best practices
available to deci- with stakeholders
sion-makers
Assessment and manage- | SO1 Not included in report - Activities on per-

ment of impacts of opera-

tions on communities

manently closed
sites and in re-
structuring typically
focus on retraining,
re-employment and
relocation within
the company
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Percentage of employees | SO3 - Data not found - Data not found
trained in anti-corruption
policies and procedures
Actions taken in response | SO4 Not included in report - 16 concerns of vio-
lations reported in

to incidents of corruption 2014

- Corrective actions
taken, some led to
disciplinary action
including termina-
tion of employment

Public policy positions and | SO5 - EU Renewable En- Not included in report

ergy Directive en-

courages use of

icy development and lob- wastes and residues

in biofuels although

participation in public pol-

bying EU waste regula-
tions prefer use of
animal fats in cos-
metics
- Neste sees the use
of waste in biofuels
as a greater reducer
of traffic emissions
Contributions to political | SO6 - Does not sponsor - Does not financially
. e political parties support political
parties, politicians and re- - Charity work and parties
lated institutions sponsorship spend- - Co-operates with
ing in 2014: 1 million WWF Finland to
euros promote sustaina-

bility of economic
forests and wood-
based liquid biofu-

els
Number of legal actions for | SO7 - No cases during re- - Neste filed action
anti-competitive behavior porting period with Finnish Market
’ Court requesting
anti-trust, and monopoly the prohibition of a

patent infringement

in a UPM biorefin-

comes ery

- Market Court dis-
missed Neste’s de-
mand for prelimi-
nary injunction;

practices and their out-

Significant fines and sanc- | SO8 - No cases during re- - No significant
tions for non-compliance porting period cases in 2014
with laws and regulations

-
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Management approach to
product responsibility

Product carbon foot-
print closely moni-
tored

Goal is to continue
launching quality
products with
smaller impact on
the environment

- Targetis to have
environmental
management sys-
tems certified in all
production units

- 25% growth in
share of eco-
labelled products
by 2020

Assessment of health and | PR1 Most products sold Not included in report
. are classified as
safety impacts of products hazardous
Information for prod-
uct handling is read-
ily available to cus-
tomers
Type of product infor- | PR3 Products based on - Products must be
mation required by proce- R&D work to ensure safe to handle and
safe use and com- not contain harmful
dures patibility chemicals
- Products contain
different ecolabels
Practices related to cus- | PR5 Customer interaction - Customers take in-

tomer satisfaction and re-
sults of customer satisfac-

tion surveys

through social me-
dia, customer care
channels, surveys
Customers expect
high-quality and safe
products, reliable
deliveries and good
availability, sustaina-
ble operations, com-
petitive pricing

terest in responsi-
bility performance
and sustainability
of operations

- Important topics in-
clude product
safety, forest certi-
fication, resource
efficiency etc.

- Overall satisfaction
with UPM as sup-
plier is 77%

1 page 75-76 of UPM 2014 annual report
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Appendix 3. Environmental Barometer: Neste
Environmental Management
Management |Question Scoring
commitment 1. I_Does management cons_ider environmental issues in ac- 1. _
_ _ tions? (If no, go to question 3.) YES No: 0 points

and integration 1A. Does the organization have an environmental policy defined | 1A.

of environmen- by management? YES No: 0, Yes: 1

1B. Does the organization have a method which can be used to | 1B.

tal issues as|  gain information on the needed resources for actions to maintain | No: 0, Yes: 1

part of organi- and improve environmental management? YES
: 1C. How are environmental issues considered in action planning 1C.
zational opera- | yecision making? (a) a:1,b:05,¢c:0
tions (a) Consideration is normal procedure
(b) Issues are considered, but it has not been set as normal pro-
cedure

(c) No consideration
1D1. Number of organizational levels which have defined envi- | 1DP: and 1Dz:
ronmental responsibilities in work descriptions, with respectto | Answered num-
total number of organizational levels: UNKNOWN ber =points
1D>. Number of employees which have defined environmental
responsibilities in work descriptions, with respect to total number
of employees: UNKNOWN

Environmental 2A. Has the organization set goals and targets relating to envi- | 2A.
ronmental protection? YES No: 0, Yes: 1
management If yes:
systems, Sum of set goals and targets which have been reached by Follow-up:
goals, targets deadlines and/or sum of goals and targets which are being at- Answered num-
' tained according to schedule, with respect to sum of total set ber =points
goals and targets: UNKNOWN
2B. Environmental management systems: (d) 2B.
(a) Organization does not have EMS a: 0, b: 0.5,
(b) EMS being developed c:0.75,d: 1
(c) Working EMS in use
(d) Externally certified EMS in use
V4
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Appendix 4. Environmental Barometer: UPM
Environmental Management
Management |Question Scoring
commitment 2. I_Does management cons_ider environmental issues in ac- 1. _
_ _ tions? (If no, go to question 3.) YES No: 0 points

and integration 1A. Does the organization have an environmental policy defined | 1A.

of environmen- by management? YES No: 0, Yes: 1

1B. Does the organization have a method which can be used to | 1B.

tal issues as|  gain information on the needed resources for actions to maintain | No: 0, Yes: 1

part of organi- and improve environmental management? UNKNOWN
: 1C. How are environmental issues considered in action planning 1C.
zational opera- | yecision making? (a) a:1,b:05,¢c:0
tions (d) Consideration is normal procedure
(e) Issues are considered, but it has not been set as normal pro-
cedure

(N No consideration
1D:. Number of organizational levels which have defined envi- | 1DP: and 1Dz:
ronmental responsibilities in work descriptions, with respectto | Answered num-
total number of organizational levels: UNKNOWN ber =points
1D>. Number of employees which have defined environmental
responsibilities in work descriptions, with respect to total number
of employees: UNKNOWN

Environmental 2A. Has the organization set goals and targets relating to envi- | 2A.
ronmental protection? YES No: 0, Yes: 1
management If yes:
systems, Sum of set goals and targets which have been reached by Follow-up:
goals, targets deadlines and/or sum of goals and targets which are being at- Answered num-
' tained according to schedule, with respect to sum of total set ber =points
goals and targets: UNKNOWN
2B. Environmental management systems: (d) 2B.
(e) Organization does not have EMS a: 0, b: 0.5,
(f) EMS being developed c:0.75,d: 1
(g9) Working EMS in use
(h) Externally certified EMS in use
V4
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