
Copyright © 2026 Academic Master. | 1

SWOT Analysis and Sustainability Strategy of
UPM

Posted on May 13, 2020

Introduction
UPM-Kymmene Corporation is a major forest-industry company whose strategy has shifted from
dependence on traditional graphic paper toward a broader portfolio of renewable materials, pulp,
specialty papers, plywood, energy, labels, and biochemicals. A SWOT analysis remains useful because
UPM operates at the intersection of several structural changes: declining demand for some paper
products, growing demand for packaging and renewable materials, climate-policy pressure,
biodiversity concerns, volatile energy and commodity markets, and increasing scrutiny of forest
sourcing. The analysis must be dynamic rather than based only on older production figures. UPM’s
central strategic challenge is to convert its forest resources, technical capability, and industrial scale
into higher-value products while maintaining credible environmental and social performance. This
essay evaluates its strengths, weaknesses, opportunities, and threats and proposes a sustainability
strategy built on portfolio diversification, circularity, stakeholder engagement, transparent forest
management, innovation, and disciplined capital allocation. (Toppinen et al., 2017)

Company and Industry Context
The forest-products industry includes pulp, paper, packaging materials, timber, plywood, labels,
energy, and an expanding range of bio-based products. Demand patterns differ sharply. Newsprint
and some office papers face long-term pressure from digital communication, while e-commerce, food
distribution, hygiene products, and sustainability goals support demand for packaging, labels, and
renewable alternatives to fossil-based materials. (Toppinen et al., 2017)

UPM’s operations therefore cannot be assessed as one uniform business. Mature paper assets may
generate cash but face structural decline, while pulp, specialty materials, and biorefining offer growth
but require large investments and exposure to commodity cycles. Strategic value comes from
managing these businesses as a portfolio rather than expecting every unit to follow the same model.

Strength: Renewable Raw-Material Base
UPM’s most important strength is access to wood and fiber that can be renewed when forests are
managed responsibly. Unlike fossil resources, forests can regenerate and store carbon, while wood
can be used in products that substitute for more emissions-intensive materials. Certified chain-of-
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custody systems, supplier requirements, and traceability can help the company verify origin and
respond to customer expectations.

This advantage is conditional. Renewable does not automatically mean sustainable. Forest practices
affect biodiversity, soil, water, carbon stocks, local livelihoods, and indigenous or community
interests. UPM’s reputation therefore depends on demonstrating that wood sourcing protects
ecological values and complies with credible certification and legal requirements.

Strength: Industrial Scale and Technical Capability
UPM possesses large production assets, process knowledge, research capability, supply networks, and
long experience in converting biomass. Scale can lower unit costs, support investment in efficient
equipment, and enable global customer service. Existing expertise in chemistry, fiber, energy, and
industrial operations can also be transferred into new products.

Technical capability is particularly valuable in businesses where customers require consistent quality,
regulatory compliance, and reliable volumes. It creates barriers to entry that cannot be matched
simply by marketing a “green” product. The company can use this competence to develop specialty
applications rather than compete only in low-margin commodities.

Strength: Portfolio Diversification
A diversified portfolio reduces dependence on one market. Cash generated from established
businesses can fund growth areas, while geographic and product diversity may soften local
downturns. UPM’s activities across pulp, papers, plywood, labels, energy, and bio-based innovation
provide several routes to value.

Diversification also creates strategic options. The company can close, convert, sell, or repurpose
assets facing structural decline and redirect capital toward businesses with stronger long-term
demand. However, diversification creates value only when management can allocate resources
objectively and avoid protecting legacy operations for emotional or political reasons.

Weakness: Exposure to Declining Graphic Paper
Digital media has reduced demand for newspapers, magazines, catalogues, and some office papers. A
company with significant graphic-paper capacity faces pressure from lower volumes, excess industry
capacity, price competition, and high fixed costs. Mills cannot always reduce production
proportionately because large assets require continuous operation and maintenance.

Capacity reductions may improve competitiveness but carry social costs for employees and
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communities. UPM needs transparent restructuring, consultation, retraining, and support for affected
regions. Treating closures only as financial optimization can damage trust and make future transitions
more difficult.

Weakness: Capital Intensity and Cyclical Earnings
Pulp mills, biorefineries, paper machines, and energy systems require substantial capital and long
development periods. Large projects are exposed to construction delays, cost inflation, exchange
rates, regulatory changes, and uncertain future prices. Commodity businesses can generate strong
returns at favorable points in the cycle but experience sharp declines when global supply exceeds
demand.

This weakness requires disciplined investment thresholds and stress testing. Management should
evaluate projects under low-price, high-cost, and delayed-ramp scenarios rather than relying on
optimistic forecasts. A technically impressive project is not automatically a sound investment.

Weakness: Stakeholder Complexity
UPM’s operations affect employees, forest owners, local residents, indigenous communities,
customers, regulators, investors, and environmental organizations. These stakeholders may disagree
about logging, land use, water, emissions, transport, jobs, and biodiversity. Weak engagement can
delay projects, trigger litigation, or undermine the credibility of sustainability claims. (UPM, n.d.)

Engagement should begin before decisions appear final. It requires accessible information, local
consultation, grievance mechanisms, and evidence that concerns influence project design.
Communication through social media may support transparency, but it cannot replace direct
relationships with affected people.

Opportunity: Packaging and Label Materials
E-commerce, food logistics, product traceability, and brand differentiation support demand for
packaging and labels. Customers increasingly seek recyclable, renewable, lightweight, and lower-
carbon materials. UPM can combine fiber expertise with coating, adhesive, release-liner, and
specialty-paper capabilities to serve these markets.

The opportunity is not simply to sell more material. Packaging customers face pressure to reduce
total material use and improve recyclability. UPM should therefore compete through design efficiency,
recycled content, barrier performance, and compatibility with collection systems. Solutions that use
less material may produce greater value than maximizing tonnage.
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Opportunity: Bioeconomy and Fossil Substitution
Wood-based chemicals, fuels, composites, textiles, and functional materials may replace fossil-based
inputs in selected applications. UPM’s biorefining investments can create higher-value uses for
biomass and industrial side streams. The strongest opportunities are those where the product offers
verified performance and environmental benefit rather than relying only on a bio-based label.

Life-cycle assessment is essential because a product’s impact depends on forestry, processing
energy, transport, land use, durability, and end-of-life treatment. The company should publish
transparent assumptions and avoid claims that exceed evidence.

Opportunity: Circularity and Side-Stream
Utilization
Forest-industry processes generate bark, black liquor, tall oil, lignin, ash, sludge, heat, and other side
streams. Some already support energy generation or chemical production. Improved utilization can
reduce waste, diversify revenue, and lower dependence on virgin inputs.

Circularity should also include product design, collection partnerships, recycled fiber where technically
suitable, and recovery of process water and nutrients. UPM can work with customers and
municipalities to improve systems beyond the mill gate.

Threat: Climate Change
Climate change creates physical and transition risks. Drought, fire, storms, pests, and shifting growing
conditions can affect forests and supply reliability. Mills may face water stress, heat, flooding, and
transport disruption. Transition risks include carbon pricing, energy regulation, customer standards,
and investor expectations.

Forests can contribute to climate mitigation, but debates continue over harvesting, carbon payback
periods, and the balance between products, energy, and standing carbon stocks. UPM needs scenario
analysis that considers both operational emissions and landscape-level effects.

Threat: Biodiversity Loss and Social License
Biodiversity decline can lead to stronger regulation, customer restrictions, campaign pressure, and
loss of social license. Forest certification is important but may not satisfy every stakeholder or protect
all high-value ecosystems. The company should map sensitive habitats, avoid conversion of natural
forests, increase retention and restoration measures, and disclose outcomes rather than only policies.
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Failure in one region can damage the global brand. Contractors and suppliers must therefore be
monitored with the same seriousness as directly controlled operations.

Threat: Global Competition and Cost Differences
Producers in regions with faster-growing forests, lower labor costs, or newer mills may have a cost
advantage. European operations may face higher energy, labor, and regulatory costs. Exchange-rate
movements also affect competitiveness.

UPM should not respond by competing only on price. Its defensible advantages are reliability, quality,
traceability, innovation, customer collaboration, and regulatory credibility. Mature high-cost assets
should remain only where they generate strategic or financial value.

Threat: Geopolitical and Supply-Chain Disruption
Trade disputes, sanctions, wars, port disruption, and changing energy markets can affect raw
materials, chemicals, equipment, transport, and customer demand. Concentration in one region or
supplier increases vulnerability. Business-continuity planning should identify critical dependencies
and establish alternatives.

Human-rights due diligence is also necessary in complex supply chains. The company should evaluate
labor conditions, land rights, and corruption risk rather than limiting supplier review to price and
quality.

Strategic Recommendation: Rebalance the
Portfolio
UPM should continue reducing structural exposure to declining graphic-paper segments while
avoiding abrupt decisions based on one market cycle. Each asset should be evaluated for cash
generation, conversion potential, energy integration, customer value, and future demand. Capital
should move toward businesses where UPM has a credible competitive advantage.

Portfolio decisions should include social-transition plans. Retraining, internal mobility, community
partnerships, and transparent timelines can reduce the human cost of restructuring and protect
organizational knowledge.
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Strategic Recommendation: Make Biodiversity
Measurable
Sustainability strategy should extend beyond certification and carbon targets. UPM should publish
measurable biodiversity indicators such as protected or restored area, habitat quality, deadwood,
species monitoring, and performance in high-conservation-value landscapes. Independent assurance
can improve credibility.

Targets should distinguish between avoiding damage, reducing impact, restoring ecosystems, and
compensating residual harm. Offsets should not be used to justify avoidable destruction.

Strategic Recommendation: Strengthen
Stakeholder Governance
Stakeholder engagement should be integrated into investment approval and operational
performance. Major projects should include a documented map of affected groups, consultation
results, unresolved concerns, and grievance data. Executive incentives can include safety,
biodiversity, climate, employee, and community measures alongside financial results.

This approach turns corporate social responsibility from communication into decision-making. It also
helps management identify risks before they become public conflicts.

Strategic Recommendation: Innovate with
Evidence
UPM should prioritize products that solve a specific customer or environmental problem and can be
scaled profitably. Pilot projects need clear learning objectives and exit criteria. Life-cycle evidence
should guide claims and product selection.

Partnerships with universities, customers, startups, and recyclers can accelerate development.
Intellectual property is valuable, but ecosystem collaboration may be necessary to build standards,
collection systems, and markets for unfamiliar materials.

Conclusion
UPM’s strengths include renewable raw materials, industrial scale, technical expertise, diversified
operations, and the ability to participate in a growing bioeconomy. Its weaknesses include exposure
to declining graphic paper, capital intensity, cyclical earnings, and complex stakeholder relationships.



Copyright © 2026 Academic Master. | 7

Opportunities exist in packaging, labels, circularity, bio-based chemicals, and higher-value renewable
materials, while climate change, biodiversity loss, global competition, and geopolitical disruption
create serious threats. A sustainable strategy should rebalance the portfolio, apply disciplined capital
allocation, protect biodiversity, strengthen stakeholder governance, and support environmental
claims with life-cycle evidence. UPM’s long-term leadership will depend not merely on producing
forest-based products but on demonstrating that those products create economic value within
ecological and social limits.
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