Poccuricknii XXypHaa MEeHEeOXMeEHTa Russian Management Journal
18 (1): 103-116 (2020) 18 (1): 103-116 (2020)

[MPAKTUKA MEHEOXMEHTA

PROFITABILITY OF MULTI-NATIONAL
CORPORATIONS IN THE CONTEXT OF SUSTAINABLE
DEVELOPMENT: SCANIA BUSINESS PRACTICES

V. R. PARTSVANIYA

Institute of Social Sciences,

Russian Presidential Academy of National Economy and Public Administration, Russia®
Scania-Rus, Russia®

In this article, | explore the relationship between sustainable development and commercial
success by using the example of the multi-national corporation (MNC), Scania. Despite broad
discussion of necessity for businesses to be actively engaged in the sustainable development
goals at global and national level, only a small number of MNCs are actually taking concrete
action towards reaching any of them. In reality, corporations’ commitment to these goals often
remains of a declaratory nature. Actions by organizations to emphasise social responsibility
and environmental obligations have rarely been connected to generating income. This work
attempts to investigate sustainable development as a source of new business opportunities to
bring MNCs additional income. By looking at concrete business practices from Scania, | il-
lustrate how corporations may adjust their strategic behavior, approaches, and positioning in
the global market within the context of the sustainable development paradigm. The analysis is
based on the public account records and official documents of Scania, as well as the com-
pany’s official website and open sources of information.
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INTRODUCTION tices. Environmental problems are being exac-

erbated: wuth fresh food and water shortages,
Over the past decades, the global business climate change, and the emission of harmful
community has been paying increasing at- substances into the water, air, soil all increas-
tention to the concept of sustainable develop- ing, while forest coverage and biodiversity
ment and corresponding organizational prac- decrease. The global population is growing
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fast: by 2050 it will have reached 9.7 bn
people [World Population Prospects, 2019],
which will lead to further increases in emis-
sions and ecological pressure. Other critical
problems include poverty and inequality, ac-
cess to high-quality education and healthcare,
the development of urban and agricultural
territories, the production of clean energy
and the supply of energy to remote regions.

International organizations and institu-
tions and government authorities emphasize
the need to balance economic, environmental,
and social aspects in the system of values of
the various actors in contemporary interna-
tional politics and the global economy. The
General Assembly of the UN approved sus-
tainable development goals (SDG) for 2016—
2030, which set the direction for this process
and outline a course of action. It included 17
goals divided into 169 tasks, the effectiveness
of which are to be evaluated by 230 indica-
tors. This suggests that “consensus is reached
in the world on development in the XXI cen-
tury, connected with the transition to sus-
tainable development” [Bobylev, 2017, p. 91].

Business organisations are to play an
important role in achieving the SDGs, es-
pecially those by multi-national corporations
(MNCs) that possess vast financial and eco-
nomic resources and operate across the world.
However, level of engagement that these
businesses have with the goals of sustainable
development remains relatively modest. On
the one hand, public support for the SDGs
is an integral part of the reputation, image,
and operational activities of many MNCs
[Carroll, Shabana, 2010; Kolk, 2016]. This
reflected by the integration of the principles
of sustainable development in corporate cul-
ture, the introduction of socially-important
and environmental initiatives, and organi-
zational projects to reduce energy use and
harmful environmental effects, as well as
corresponding reporting and disclosure ac-
tivity. Today, we see clear evidence that
business has become more socially respon-
sible, developing ecological, innovative, dig-
ital and energy-efficient solutions that cause
significantly less harm to the environment
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while providing benefits to society. However,
despite this, few MNCs undertook concrete
actions towards any of the SDGs. Business
still views investment in this sphere exclu-
sively as a source of financial loss, with the
benefits being generally perceived as some-
thing vague. Because of this, engagement of
many companies in the achievement of the
SDGs remains very limited.

Currently only around 200 out of the 729
largest MNCs operating in 21 countries and
representing 6 industrial sectors mention the
SDGs in any way in their business strategies
[Scott, McGill, 2018]. Smaller firms were
found to be even less involved in the achieve-
ment of the SDGs [Laudal, 2011]. Many large
organizations believe that their contribution
to the development of society, the economy,
and the protection of the environment should
be limited to their main business activity
[2030 Purpose..., 2017]. Russian practice
shows similar tendencies: as is shown by the
surveys conducted by the Russian national
network for the UN Global Compact, “the
majority of companies do not yet connect
their strategic goals with the SDGs and do
not use them in the development of their
performance indicators”, and only a few
large, leading companies “actively incorpo-
rate the key performance indicators of the
SDGs in their activities” [Dolgikh, Erlich,
2018, p. 12].

At the same time, businesses often over-
look the fact that the sustainable development
agenda includes significant potential for the
realization of commercial opportunities. This
is confirmed by a number of studies published
in the last few years [Porter, Kramer, 2019;
Eccles, Ioannou, Serafeim, 2014; Blagov et
al., 2015]. In particular, it affects new mar-
ket niches created under the influence of
global trends; from the development of alter-
native energy sources and changes to the
global structure of energy use to a transfor-
mation of consumer preferences towards the
use of ecologically friendly products, recycled
materials, and resource conservation. In fact,
over the last few decades, these trends have
substantially changed the face of traditional
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industries. Industrial corporations producing
dangerous and labor- and energy-intensive
products have begun to actively incorporate
innovations and the latest technology into
their production and changing the operating
principles of their plants by integrating ele-
ments of digital platforms and infrastruc-
ture. However, the accelerating nature of
these changes limits our ability to make reli-
able forecasts. For example, in 2002, the most
optimistic predictions suggested that, start-
ing from 2010, solar energy capacity would
grow by 1 GW per year [World Energy Outlook,
2002]. However, in truth, in 2010 the actual
capacity was 17 times larger than predicted,
and in 2017 99 times larger [Global Market
Outlook..., 2018]. On the other hand, these
trends are opening new opportunities for
businesses to make a priority of, and give
preference in decision making to, environ-
mental protection, the support and develop-
ment of local communities, the reduction of
emissions from production or other principles
of sustainable development.

Under the influence of SDGs, many MNCs
are actively transforming their business mod-
els, rethinking longstanding corporate val-
ues, and changing their positioning in the
market [Bohnsack, Pinkse, Kolk, 2014]. A
notable example is the industry of commercial
transport. Previously companies manufactur-
ing transportation vehicles tended to con-
sider themselves predominantly as manufac-
turers, but today many of these firms strive
to position themselves to their clients as
providers of transport solutions. Overall, the
boundaries of the traditional transport in-
dustry have been widened by involving an
increasing number of companies from other
sectors of the economy. In this paper, I con-
sider the example of the Swedish company
Scania, which is currently moving in this
direction. Scania is one of the world’s largest
producers of heavy goods vehicles, buses,
industrial and marine engines, and its ap-
proach to the integration of the principles of
sustainable development into its business
processes is worthy of attention and useful
to understand.

Scania is distinguished by the following
particularities:

e having been founded at the end of the XIX
century, it has a long history over which
the company has managed to maintain its
industrial profile and the strong competi-
tiveness of its industrial products;

e the principle shareholder in the company
is the Traton Group, which is part of the
German automotive concern Volkswagen
and unites several producers of heavy- and
medium-tonnage commercial vehicles, in-
cluding MAN and VW Caminhées e Onibus;

e it conducts production operations in Sweden,
France, Holland, Poland, Brazil, and Ar-
gentina, and also has assembly plants in
Russia, South Africa, India, Thailand,
Malaysia, and Taiwan;

e it conducts research and development that
encompasses the whole chain of its activi-
ties, from basic research and testing to
quality control and the release of innovative
solutions into the market. It also applies
for more than 300 national patents every
year;

e it has sales and service departments in
most of countries across the world, which
highlights the trans-national character of
its business;

e it has a staff of around 52 thousand em-
ployees, composed of more than 100 dif-
ferent nationalities that represent differ-
ent cultures and religious communities.
The company is particularly interesting

in the sense that its strategic top manage-
ment decisions, on the one hand, engage al-
most every corporate function and business
unit in the achievement of the SDGs, and, on
the other, focus the management team on
generating additional income and increasing
profitability.

The goal of this paper is to investigate the
connection between various aspects of the
sustainable development paradigm and the
commercial success of business. Exploring
the concrete business practices of Scania, the
paper illustrates how companies may adjust
their strategic behavior, approaches, and po-
sitioning in the global market to be in line

PXM 18 (1): 103-116 (2020)



106

V. R. Partsvaniya

with SDGs, and still increase their profit-
ability.

The remainder of the paper is structured
as follows. In the first section, I consider
the range of Scania’s business practices,
covering logistical operations, service solu-
tions, alternative energy sources and other
areas where new projects and initiatives
have been launched due company engage-
ment in the goals and principles of sustain-
able development. The second section is
devoted to an analysis of the steps taken
by Scania’s top management to integrate
sustainable development principles into the
company’s main goals, management struc-
ture and corporate culture, longside the
creation of a proper reporting system. The
section is followed by the analysis of the
effects brought about by Scania’s sustain-
able development strategy in connection to
the company’s key production and financial
performance indicators.

PRACTICES OF SUSTAINABLE
DEVELOPMENT IN SCANIA

Logistical operations

The transnational character of Scania and
the worldwide dispersion of its production
and storage facilities define the need for an
in-house fleet of transport vehicles employed
in its own logistics operations. Additionally,
the in-house transport fleet is an excellent
way to conduct tests and trials under world
real conditions, allowing the analysis of fuel
consumption and the energy efficiency of the
fleet. To that end, in 2008, Scania decided to
introduce a subsidiary division, the Scania
Transport Laboratory, which functions as a
logistics company and fleet manager, contain-
ing around 50 tractors and 120 trailers. It is
employed in the transportation of various
goods (parts, components, etc.) between the
company’s plants in Sédertéalje (Sweden) and
Zwolle (Netherlands), and also for performing
weekly delivery operations to warehouses.
The distance between the cities is around

PXXM 18 (1): 103116 (2020)

1300 km, and the route passes through
Copenhagen, where drivers are changed
during a regular shift. Every year, each long-
distance tractor travels on average 400 thou-
sand km, and a distribution truck travels 30
thousand km, while the annual mileage of
the company’s fleet as a whole reaches around
7 mln km.

Such a significant scope of activity opens
opportunities for increasing energy effi-
ciency in the logistics chain. Importantly,
in 2010—2014, the Scania Transport Laboratory
conducted an experiment in its fleet which
showed that it is economically advantageous
for logistics companies to spend money even
on very expensive vehicles if they have
lower in operating costs. Vehicles with high-
er operational, functional, and ecological
parameters, in one way or another, pay off
their higher initial investment costs, thanks
to their reduce fuel consumption in the
transportation of goods. Calculations showed
that due to technological innovations in the
vehicles, the average fuel consumption of
the Laboratory’s fleet over the period ex-
amined fell from 35 to 23 1 per 100 km, and
the CO, emissions per transported tonne
reduced from 70 g to 28 g, which also al-
lowed significant savings on fuel costs and
improved the environmental performance
of the fleet [Scania Annual and Sustainability
Report, 2018].

In this way, investments in energy effi-
ciency and fuel savings in line with SDG
No. 7 “Affordable and Clean Energy” also
allow the company to increase the profitabil-
ity of its in-house cargo transport. Analogous
results could also be achieved by those inde-
pendent logistics organizations and carriers
who “embed” energy efficiency into their cor-
porate values and principles.

Service solutions

Apart from the production and shipment of
cargo vehicles, Scania made a strategic deci-
sion to develop a range of related services for
its clients, the majority of which have been
developed with digital technologies and in-
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novations. A key component of these ser-
vices is the communicator embedded in ve-
hicles that allows them to “connect” to the
Scania Fleet Management System (FMS), a
custom development by the company. The
communicator collects various information
from the on-board systems of the vehicle
about the details of its performance, effi-
ciency, and how it is being driven. It also
assesses various operational markers such as
location, current state of its components and
assemblies, fuel consumption, and CO, emis-
sions. This collection of data is sent in real-
time to a special portal for where it is pro-
cessed, analyzed and reports are prepared.
These reports, both for every vehicle and for
the fleet as a whole, are released daily, week-
ly or monthly depending on the needs of the
owner company of the fleet. This data allow
the owners to maximize productivity and
increase the safety of their vehicles, to con-
trol and lower operational costs and environ-
mental harm, to optimize routes and trans-
port needs, to identify the inefficient parts
of their logistical chain and so on.

Scania provides this data as a part of
both paid and free service packages, depend-
ing on the specific options and functions
chosen. For example, one of the paid pack-
ages gives clients direct, round-the-clock
access to all their fleet data through the
FMS portal and also allows the data received
from Scania vehicles to be integrated with
the telematic systems of vehicles from oth-
er manufacturers, which is an important
feature for owners of multi-brand fleets.

Thanks to the fleet management system,
other types of “connected” service are also
possible. For example, it can be used to as-
sess and improve the skills of the profes-
sional drivers, thereby achieving better driv-
ing performance. This is because the system
is able to determine driving style and select
the most appropriate individual training
program for each driver, including theo-
retical and practical issues of effective ve-
hicle operation. The program additionally
provides the driver with a direct connection
to a certified Scania instructor, who, with

the help of the FMS, identifies the mistakes
made during operation, and provides advice
in an online mode to help correct those mis-
takes.

Demonstrative in this regard is the project
realized in 2018 by the company’s Russian
division, Scania-Rus. The project’s aim was
to reduce diesel fuel consumption in a part-
ner transport company’s fleet, which was com-
prised of 33 Scania G400 tractors. The proj-
ect also included the training of 33 profes-
sional drivers, and keeping records of their
results both before and after training. As a
result of the project, fuel consumption for
the whole fleet fell by 3.1 1 per 100 km, which,
with an average annual mileage of 180 thou-
sand km per tractor, led to the saving of 5,600 1
of fuel per year, the equivalent of around
€3,500 per vehicle or €116 thousand for all
33 tractors [Scania Introduces..., 2019].
Moreover, the cost of the training program
to the transport company was around €700
per driver, or €23 thousand for all the driv-
ers involved in the project. Consequently,
thanks to the project, Scania-Rus generated
additional revenue. The transport company
achieved annual savings of €90 thousand; its
vehicle operating costs decreased substan-
tially because of better driving performance
and productivity (reduction in wear on brake
pads and other parts)!; and the tractors’ car-
bon footprint was reduced by 490 t per year.

The enhancement of the service compo-
nents in transport to enable the achievement
of SDG No. 9 “Industry, Innovation and In-
frastructure” also allows Scania to increase
its competitiveness in the global market
alongside its overall profitability, all while
developing in accordance with the principles
of sustainable development. It is interesting
in this regard that, in 2018, the share of rev-
enue from service related products consti-
tuted 19% of the company’s income and
the number of “connected” Scania vehicles
reached 360 thousand worldwide, including

1 All calculations have been converted into euro,
based on the Bank of Russia exchange rate of
03.08.2019: 1 euro = 71.71 rubles.
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26 thousand in Russia [Scania Annual and
Sustainability Report, 2018].

Alternative energy sources

A very notable trend in various industries is
the transition to the use of renewable and
clean energy sources, in particular, wind and
solar energy. In addition to positive environ-
mental effects, such measures have increas-
ingly begun to demonstrate commercial feasi-
bility, as evidenced, for example, by the fact
that over the past four decades the cost of
solar cells (photovoltaic modules) has fallen by
99% [Trancik, Cross-Call, 2013, p. 6678] due
to constant improvement in technologies and
increases in capacity and efficiency.

As part of that paradigm, Scania has ini-
tiated a number of projects to expand the use
of renewable energy in its production facili-
ties. For example, in 2017, the company im-
plemented a project to outfit its plant in
Zwolle (Netherlands) with solar cells on its
roof, covering an area of 55 thousand m?,
comparable to eight football fields. The entire
surface of the roof has 22 thousand solar
panels with a total capacity of 6 MW, which,
combined with two wind generators added in
the adjacent territory that have a capacity of
5 MW, supplies the plant with all of its elec-
tricity needs [Scania Annual and Sustainability
Report, 2018].

This all leads to the fact that investments
in renewable energy allow not only the supply
of production with fossil free energy, con-
tributing to the achievement of SDG No. 7
“Affordable and Clean Energy” and SDG No. 13
“Climate Action”, but also the launch of in-
novative, and, most essentially, paid-off proj-
ects.

Recycling of resources and materials

An important factor in the efficiency of busi-
ness is the maximum use of resources and
materials in the manufacture of products.
Many MNCs are transitioning to the use of
recycled materials as a possible way to low-

PXXM 18 (1): 103116 (2020)

er production costs, reduce negative envi-
ronmental effects and increase efficiency of
production methods.

Noteworthy in this respect is Scania’s
new project for the restoration of outworn
components and parts for used trucks and
buses. As part of the project, vehicle owners
have the opportunity to turn in components
that have been removed from service and,
through the company’s exchange fund, to
receive restored parts for a much lower price.
The parts all undergo full restoration at the
manufacturing plant, have a high quality,
are tested and come with the same war-
ranty conditions as new parts. As a result,
the life cycles of all categories of devices
and parts (motors, generators, gearboxes,
clutch assemblies, flywheels, starters, injec-
tors, turbo compressors, etc.) were extended,
while the aggregate volume of material to
be disposed of and not reused was signifi-
cantly decreased. Additionally, the restora-
tion of parts requires significantly less en-
ergy, materials, and resources than the pro-
duction of new parts. Through this project,
Scania has not only obtained additional in-
come, but also made a contribution to the
achievement of SDG No. 12 “Responsible
Consumption and Production”.

Non-traditional types of fuel

Requirements regarding vehicle emissions
levels are being tightened globally. While at
the beginning of the XXI century, emissions
norms matching the Euro-3 ecological stan-
dard were in force in EU countries, over the
past 15 years the requirements have increased
to the point that automotive companies are
now prohibited to produce vehicles with emis-
sions levels lower than Euro-6, and that is
not the end goal. It is possible, of course, to
combat this trend, making very risky at-
tempts to circumvent the requirements with
the help of new technological devices and
sensors, but this exposes one’s business rep-
utation and brand image to risks. However,
it is also possible to search for the new op-
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portunities hidden within this trend, by
turning to the development of solutions that
run on non-traditional types of fuel. In this
regard, Scania has achieved very interesting
results. The strategic decision to invest in
the development of engines running on al-
ternative fuels has led to company, today,
being able to offer trucks that operate on
ethanol, hydrotreated vegetable oil, biodies-
el, biogas, natural gas and hybrids while
hydrogen fuel cells and electric solutions are
currently under development. Thousands of
such trucks are already operating around
the world, making a significant contribution
to the reduction of emissions of greenhouse
gases, nitrogen oxides, and other harmful
substances into the environment, while at
the same time improving mobility in cities
and providing additional profitability to the
company. In Russian conditions, the great-
est potential lies in transport running on
natural gas (CNG, LNG). The first Scania
gas trucks were delivered to clients in Russia
in 2015, and since that time the Scania gas
vehicle fleet has reached 600 units, provid-
ing aggregate natural gas consumption in
Russia of 40 mln m?® per year, as well as
annual fuel cost savings of €14 mln for car-
go carriers [Zubko, 2020].

Thus, the company is both making a sig-
nificant contribution to the achievement of
SDG No. 13 “Climate Action”, SDG No. 9
“Industry, Innovation and In-frastructure”
and SDG No. 11 “Sustainable Cities and
Communities” while opening additional av-
enues of income for itself. In 2018, Scania
sold 4,540 trucks and buses running on non-
traditional types of fuel, which made up 4.5%
of the total number of vehicles sold [Scania
Annual and Sustainability Report, 2018].

Partnership with suppliers
and government

The increasing involvement of MNCs in the
achievement of the SDGs and the launch of
new projects that make contributions in that
area is creating models of behavior for small-
er business and, hence, is “dragging” them

into these processes. Some practices are al-
ready well-known such as when MNCs inte-
grate requirements, specifications and crite-
ria compatible with the principles of sustain-
able development into their procurement
procedures, and also develop various sustain-
ability questionnaires and tests determining
the level of suppliers’ commitment to the
SDGs. Scania-Rus, for example, when pur-
chasing snow removal services for its service
truck and bus workshops chooses only those
suppliers who can guarantee the disposal of
the snow in snowmelters, which ensures that
the snow is not subsequently disposed of in
natural areas and so does not pollute the
aquatic environment. Such practices affect
the company’s business reputation in a posi-
tive way, helping increase the loyalty of its
customers.

At the same time, it should be noted that
similar efforts of MNCs in the field of sus-
tainable development would be less effective
without regulatory action and partnership
with the state, both in terms of the tighten-
ing of certain requirements and of the stim-
ulation of business’ activities in that sphere.
Stimulating activity from the state is neces-
sary, most of all, for the formation of new,
breakthrough markets, which are able to
make a significant contribution to the achieve-
ment of the SDGs, but which are “unafford-
able” if taken by business alone. Take the
electric vehicles market, for example, the
appearance of which was promoted in the EU
countries through different types of subsidies
and preferences, but in the end appeared in
a whole range of countries, thereby allowing
a “low-carbon society” to be achieved. It is
interesting that in Norway, electric vehicles
became cheaper than many traditional auto-
mobiles and constituted 46% of all new cars
purchased in 2018 (a growth of 40% in com-
parison with the previous year). In terms of
the total automobile fleet comprising 2 miln
cars, the share of eco-friendly automobiles
reached 10% [Global EV Outlook, 2019]. Many
European cities follow similar paths when they
opt to ban vehicles using internal combustion
engines from their city centers or even from
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their territories altogether. Consequently, if
businesses receive early indicators of their
city’s strategic priorities, they can adjust their
business models, production programs, re-
search and developments, according to the
emerging needs and the expected demand.

Emphasizing the importance of stimulating
measures in the birth of new industries and
markets, it is worth paying attention to the
factors that have led to the radical reduction
in the cost of solar cells in recent decades.
Researchers have come to the conclusion that
the central role in this process was played by
the “market-stimulating policies” taken by the
state, which, together with “private R&D,
economies of scale, and learning-by-doing”
allowed a reduction in costs of 60% and made
solar energy accessible to a wide range of us-
ers around the world [Kavlak, McNerney,
Trancik, 2018]. Similar effects, achieved
thanks to the joining of the interests of MNCs
and the state, testify to both the successes in
the achievement of SDG No. 17 “Partnerships
for the Goals” and the emerging of new busi-
ness opportunities enabling to additional in-
come to be generated.

SUSTAINABLE DEVELOPMENT:
MANAGEMENT PRACTICES AND
REPORTING

Engaging businesses in the process of achiev-
ing sustainable development goals, system-
wide and over the long term, primarily re-
quires the integration of sustainable develop-
ment principles within an organization’s main
goal, management structure and its corporate
culture. Scania took the first steps in this
area in 2012, when the company’s executive
board and President and CEO made a strate-
gic decision to sign the UN Global Compact,
a global initiative for corporate social respon-
sibility and sustainable development. The
company committed to integrating the UN’s
ten globally accepted principles related to
human rights, labor, environment, and anti-
corruption into its most important internal
corporate documents: Scania Code of conduct,
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Scania Group descriptions, policies, standards
and regulations.

Given the cross-functional nature of the
issues covered by the sustainable development
paradigm, a special body was established as
part of Scania’s management structure, name-
ly the sustainability advisory board. It reports
directly to the executive board and is autho-
rized to pursue strategic policy, prepare and
implement management solutions throughout
the company’s business units, ensure the co-
ordination and alignment of the efforts of
different management lines, develop KPIs for
sustainable development, and monitor the
achievement of targets. The sustainability
advisory board was composed of representa-
tives of all corporate functions — Research
and development, Production and logistics,
Sales and marketing, Commercial operations,
Financial services, Purchasing and Human
Recourses, under the leadership of Scania’s
senior Vice President responsible for com-
munication, brand, marketing, and sustainable
development. In addition, the Sustainable
Transport Development Department was es-
tablished as a part of the company headquar-
ter. It was intended as a back office for the
advisory board, responsible for operational
activities and setting-up the relevant busi-
ness processes. In addition, Sustainability
Manager positions were established in Scania’s
subdivisions that operate in strategic markets.
These managers are responsible for work at
a local level and report to the Head of the
Sustainable Transport Development Department
at the company’s headquarters. In Scania-Rus,
the sustainable development roles were com-
bined with the existing government relations
functions, and the newly-formed position was
assigned the status of department director.

The transformation initiated by the
sustainability advisory board affected Scania’s
main goal, first and foremost. In particular,
its focus areas were adjusted: the focus on
providing the best profitability for its custom-
ers by delivering optimized heavy trucks and
buses, engines and services was replaced by
a shift towards a sustainable transport sys-
tem, creating a mobile world that is better
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for business, society and the environment.
The relevant transformation also impacted
the company’s values and principles, as well
as its key governing documents and business
processes, which had core aspects of sustain-
able development incorporated into them in
a phased manner (e.g. binding provisions that
stipulated the installation of environmental-
ly-friendly stations for the safe storage and
disposal of waste and chemicals were includ-
ed in the operational standards for Scania’s
dealers worldwide).

After a short time, Scania started disclos-
ing information to its stakeholders that con-
tained a detailed description of the company’s
progress in the implementation of SDGs dur-
ing the calendar year (the relevant informa-
tion is published on the official website of
the UN Global Compact in the form of a
Communication on Progress). Also, since
2015, Scania has been publishing its annual
report and sustainability report as a single
comprehensive document drawn up in accor-
dance with the principles and requirements
of international reporting standards. Following
the approval of the 17 Sustainable Development
Goals by the UN General Assembly, the com-
pany started reporting its progress in achiev-
ing each of the goals.

In addition to the effort by the top man-
agement, various stakeholders are increas-
ingly contributing to the engagement of their
business in the implementation of SDGs. As
a general practice, the materiality assessment
is conducted annually at Scania in accordance
to the guidelines of the Global Reporting
Initiative (GRI). Besides identifying areas
and aspects of the transport industry and
Scania’s business that appear to be most sig-
nificant and relevant for stakeholders, the
assessment aims to identify the optimal bal-
ance between the company’s short-term fi-
nancial goals and its long-term social and
environmental commitments. On the basis of
the assessment that was conducted in 2014,
35 topics were identified that may impact
Scania’s business in the long run. The se-
lected managers of the aforementioned cor-
porate functions analyzed these topics in view

of their importance for four groups of stake-
holders, namely active employees, financial
organizations, society (regulatory bodies,
non-government organizations, and the me-
dia), and private companies (customers and
suppliers). They conducted a series of studies,
detailed surveys, and interviews with repre-
sentatives of each of the groups. Analysis of
the data provided an insight into the areas
of Scania’s business that are especially sig-
nificant for stakeholders and are in line with
the sustainable development paradigm. In
particular, the 14 significant areas specified
below were identified, which were later ap-
proved by the sustainability advisory board
and formed the basis for [Scania Sustainability
Report, 2014]:

1) sustainable logistics systems;

2) sustainable mobility systems;

3) road safety and security;

4) human rights;

5) emerging markets strategy;

6) safety, health and work environment;

7) community impacts and contributions;
8) intelligent transport technologies;

9) low-emissions technologies;

10) lifecycle optimization;

11) operational efficiency;

12) long-term financial viability;

13) attraction and retention of competence;
14) integrity and compliance.

In the following years, the list of signifi-
cant areas was extended. For example, in the
course of the 2017 assessment, on the basis
of three overarching categories of sustainable
transport, responsible business and long-term
business value, stakeholders highlighted the
following areas as being top priority (Table 1)
[Mapping What Matters, 2017].

On the basis of these significant areas,
specific KPIs were introduced that allow
Scania to calculate the contribution of a proj-
ect, initiative, or activity related to sustain-
able development to the company’s financial
and economic performance. These indicators
are applied at the headquarter level and at
that of the company’s divisions all around
the world, and are also fixed to business plan-
ning over the long term. Among the indica-
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Table 1

Most significant sustainability areas identified by Scania in 2017

Sustainable transport Responsible business

Long-term business value

Safe, healthy and productive
work environment

¢ Smart transport / .
Connectivity and automation

e CO, reduction ¢ Human and labor rights
e Energy efficiency e Diversity and inclusion
e Electrification e Resource and energy efficient
e Alternative fuels operations
e Safe transport e Integrity and anti-corruption
e Emission reduction (SOx, e Circular economy

NOx, particles, noise) e Community impact

o Customer satisfaction

¢ Business development

e Long term financial viability

e Industry and academy
partnership

e Innovations

e Corporate strategy

e Attraction and retention of
employees

e Viability of long term customer
and supplier contacts

Table 2
Key multi-year financial ratios and other figures of Scania Group
Indicator 2018 2017 2016 2015 2014 2013 2012

Number of vehicles produced, units:

Trucks 92 679 |87454 |75452 |72382 (75287 |[75957 |60 647

Buses 8 696 8 327 8 488 6 964 6921 6 897 6 283

Total 101 375 |95 781 [83940 |79346 |82208 (82854 (66930
Net sales, mln euro 13365 [12797 [10974 |10160 |10116 |10040 |9 150
Operating income, mln euro 1348 1290 668 1032 958 977 954
Net income, mln euro 914 903 342 723 660 716 763
Return on assets (ROA), % 4.66 4.93 1.99 4.78 4.52 5.25 5.87
Return on equity (ROE), % 17.24 17.44 7.66 17.85 14.38 16.69 18.97
Number of employees 52103 |49 263 |46 243 |44 409 (42129 [40953 |38 597
(as of December 31st)

Note: in Scania’s annual reports for a particular year, financial performance indicators are expressed in SEK,
while for this paper they have been converted into euro, based on the average annual exchange rate of the European

Central Bank.

Based on: [Scania Annual and Sustainability Report, 2012—-2017; 2018].

tors, it is possible to differentiate between
those which have a direct relationship with
financial income (number of drivers trained,
service contracts concluded, vehicles for al-
ternative fuels sold, etc.) and those which
demonstrate responsibility when conducting
business (number of occupational accidents
with sick leave; diversity and inclusion index;
CO, emissions from land transport; volume
of non-recycled waste; and a number of oth-
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ers). All KPIs are included in Scania’s an-
nual and sustainability report for the cor-
responding year.

It should be noted that the adopted man-
agement solutions for integrating the sus-
tainable development principles in Scania’s
business, as well as further changes to its
corporate culture, had a positive effect on
the company’s production and financial
performance and its market position world-
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Table 3

Key multi-year financial ratios and other
figures of Scania-Rus

Indicator 2018 | 2017 | 2016 | 2015

Number of truck |6 679 |5 702 |2 518 |2 547
sales in Russia,
units:

Net sales, 707 607 281 229
mln euro

Net income, 27 20 9 8
mln euro

Return 14.94 |13.75 [9.60 10.06
on assets
(ROA), %

Return on aquity [31.05 [30.10 [21.52 |18.54
(ROE), %

Note: in Scania-Rus balance sheets and income
statements for a particular year, financial performance
indicators are expressed in rubles, while for this paper
they have been converted into euro, based on the aver-
age annual exchange rate of the Bank of Russia.

Source: [Scania-Rus balance sheets...].

wide, as evidenced by the annual and fi-
nancial reports (Tables 2, 3).

It is remarkable that in addition to the
clearly visible growth in Scania’s net sales
and profitability since the company got ac-
tively engaged in the achievement of the SDGs,
a growth in the number of the company’s
employees it is also noticeable: over the 2012—
2018 period this figure increased by 35%.
Such findings, in turn, set new challenges
related to the analysis of correlating business
activities driven by sustainable development
and the number of jobs that arise it is also
noticeable in certain sectors of the economy.
Direct connection between these categories
is indicated, for example, by the observed
increase in the number of jobs in the field
of renewable energy in various countries.
Particularly, in the US more than 110 thou-
sand net new clean energy jobs were created
in 2018 (an increase of 3.6% compared to the
previous year), bringing the total number of
Americans who work in clean energy to 3.26
mln [Clean Jobs America, 2019].

This suggests that the sustainable develop-
ment agenda is becoming increasingly attrac-
tive both to Scania’s top management and its
stakeholders, and this trend seems to be ex-
panding to more and more MNCs.

CONCLUSION

This article covers Scania’s various projects
and business practices launched as a result of
integrating sustainable development principles
into its business units’ operational processes.
It also introduces strategic solutions developed
by the company’s top management. These prac-
tices are aimed at achieving sustainable de-
velopment goals while retaining focus on gen-
erating additional revenue for the company.

Despite the fact that businesses generally
regard the sustainable development paradigm
as a source of financial losses, an increasing
range of MNCs’ practices are proving them
wrong, showcasing a positive correlation be-
tween the adoption of sustainable development
principles and commercial success.

To engage their corporations in the process
of achieving SDGs, top managers ought to
strive to reshape and readjust their corporate
mission, values and business strategies. They
also have to choose the areas and principles
of sustainable development that could give
rise to projects and initiatives that have eco-
nomic, environmental, and social benefit, and
at the same time increase profitability. Bearing
in mind Scania’s business profile and special-
ization, the company’s top management de-
cided to focus on breakthrough sustainable
development areas, such as energy efficiency,
electrification, alternative fuels, smart and
safe transport, and also provided its manage-
ment team with comprehensive support in
launching new projects in those respective
areas. By implementing a goal-setting system
and well-developed indicators for achieving
SDGs, the company was able to start conduct-
ing work in the aforementioned areas on a
systematic basis, making them part of its long-
term development strategy. Scania’s business
practices covered in this article showcase the
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company’s significant contribution to achiev-
ing the SDGs adopted at the corporate level
and confirm the possibility of generating ad-
ditional revenue by implementing new initia-
tives, introducing cost-saving measures, and
also increasing reputational capital.

It should be noted that these practices
cover only part of the company’s strategy for
sustainable development, and has integrated
others which no less important components
of that paradigm (quality education, gender
equality, good health and well-being, decent
work, and others). These are not strictly as-
sociated with direct commercial effects, but
more with the demonstration of responsibil-
ity in the conduct of business and concern
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Hoxodnocme THEK 6 konmekcme ycmoiinueozo pa3déumus: 6udnec-npakmuru Scania

B. P. Ilapyeanus
WHCTUTYT COMUANbHBIX HAYK, Poccuiickas akageMusa HapOJHOTO X03AMCTBA U TOCYJapCTBEHHOM
cay:x0bl mpu IIpesunente P® (PAHXul'C), Poccus; «Cranua-Pycb», Poccus

B craTbe uccienyercs CBsI3b OTAEJIbHBIX ACIEKTOB HapaAuTrMbl YCTONUYNBOTO PA3BUTHUA C KOMMepUe-
CKUM ycIiexoM OM3Heca Ha IpUMepe TpaHCHAITMOHAJIbHOM Kopunopanuu Scania. HecmoTpsa Ha mupo-
KYIO TUCKYCCHUIO O HEOOXOMMMOCTHA aKTUBHOTO BOBJIE€UEHUs OM3HECA B Peaul3aluio Iejieil yCTOMYm-
BOT'0 PAa3BUTHUA HA INIOOAJIHLHOM M HAIIMOHAJIBHOM YPOBHAX, KOHKPETHBIE AEMCTBUS AJISI 9TOr'0 IIPEe.-
OPUHUMAET JINIIb HeOOJIbIII0e YMCJI0 TAKUX KopHmopanuii. B meficTBUTEeIbHOCTU IPUBEPKEHHOCTD
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KOpHopaIuil JaHHbIM IIeJIAM YaCTO HOCUT AeKJapaTUBHBIN XapaKTep, a OpraHn3aliioHHbIe JefiCTBU A,
MMOAYEePKUBAIOIIME COIUATBHYIO OTBETCTBEHHOCTD 1 IIPUPOAOOXPAHHBIE 0053aTe/ILCTBA, JUIIL B PEJ-
KHUX CJyYasiX YBA3BIBAIOTCA C M3BJIeUeHHEM Joxofa. B paboTe mpeaAnpuHsATa IONBITKA PACCMOTPETh
yCTOHUYMBOE Pas3sBUTHE KAK MCTOUHUK HOBBIX OM3HEC-BO3MOKHOCTEHN, IPUHOCAINX KOPIOPAIIAAM
JIOIIOJTHUTENbHBIN Hoxon. C omopoii Ha KOHKPEeTHbIe OM3Hec-IPaKTUKN KOMIIAHUU Scania B cTaTbe
WJLTIOCTPUPYETCA IPUMEP TOT0, KaK KOPIIOPAI MOTYT KOPPEKTUPOBAThL CBOM CTPATErny MOBEeNeHU A,
MMOAXOABI W MO3UIMOHNPOBAHIE HA II00ATHFHOM PBIHKE B KOHTEKCTE MapaJurMbl YCTOHYMBOTO Pas-
BUTHA. AHaIN3 6a3upyeTcs Ha MCIIOJb30BAHNY NYOJNUHON OTYUETHOCTH U OPUIMAIBHBIX JOKYMEH-
TOB Scania, a TakKe caiiTa KOMIIAHUU M OTKPBITHIX NCTOUYHUKOB.

Knwuegvle cnoa: ycToiumBoe pa3BUTHE, TPaHCHAIIMOHAJIbHBIE KOpIlopanum, Scania, 6usHec-
MIPaKTUKM, [U(PPOBbIE TEeXHOJOTNM, KOPIOPATHBHAS COLMAIbHAS OTBETCTBEHHOCTD.
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