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Key figures™ 2003 2002
Turnover, € mill. 245 244
Operating profit, € mill. 73 76
Percentage of turnover, % 30 31
Profit, € mill. 69 70
Contribution to State revenue , € mill. 47 47
Return on investment, % 9 9
Investment, % of turnover 12 15
Solvency ratio, % 97 98
Person-years 2,157 2,131

Return on investment = 100 x operating profit/subscribed capital
Solvency ratio = 100 x shareholders’ equity/balance sheet total

*Entire Metsiihallitus Group

In autumn 2001, an internal project was started at Metsihallitus to gather information on
the indicators describing the social responsibility borne by Metsihallitus. The results of the
project are extensively detailed in the Social Responsibility Report of 2002, Diverse use of
State Forests, which describes Metsihallitus’ operating procedures. The key events of 2003,

as well as the results of some of the indicators, have been compiled in a condensed format in

the Social Responsibility Review 2003.

The Social Responsibility Review 2003, Diverse use of State Forests, is also available on

Metsihallitus’ website, www.metsa.fi.



LAND AND WATER AREAS ADMINISTERED BY METSAHALLITUS IN 2003

Areas in total approx. 12.39 mill. ha

ﬁéﬁ FOREST LAND IN MANAGED FORESTS 3.35 MILL. HA
POORLY PRODUCTIVE AND NON-PRODUCTIVE LAND IN MANAGED FORESTS 1.43 MILL. HA
‘ STATUTORY NATURE CONSERVATION AREAS 1.37 MILL. HA
AREAS RESERVED FOR CONSERVATION PROGRAMMES 0.64 MILL. HA

@ WILDERNESS RESERVES 1.38 MILL. HA

‘ OTHER AREAS 0.84 MILL. HA

WATER AREAS 3.38 MILL. HA

n

More than half of the state-owned lands are MANAGED
FORESTS (forest land, poorly productive and non-productive
land). Forest land in managed forests makes up about one third

of the state-owned lands and from these forests Metsihallitus : ﬁ
SODANKYLA
L 2

sells wood to industry. Managed forests also play an important
role in recreational use.
-
@ The WILDERNESS RESERVES IN LAPLAND were established KEMIJARVI
under the Wilderness Act in 1991. Their purpose is to ROVANIEMI
preserve the wild nature of these areas, safeguard the Sdmi hd 2 §
culture and traditional means of livelihood and promote
the versatile use of natural resources. The forests in the . KUUiAMO
wilderness reserves are mainly kept in their natural state; " 2 -«
nature-based forest management is allowed in certain areas 4 3
only. Construction of permanent roads is forbidden in the
wilderness reserves.

@ The NATIONAL HIKING AREAS are reserved for hiking, as : %
referred to in the Outdoor Recreation Act, and are established s
on the basis of a decision by the Council of State. The
national hiking areas are reserved especially for recreational

KAJAANI

use and provide a wide range of hiking services.

@ NATIONAL PARKS are nature conservation areas and 3
popular recreation areas which are open to the public. L «
3 KUOPIO
@ STRICT NATURE RESERVES are areas mainly reserved . .
for nature conservation and research. There are -
signposted routes and trails for hikers in some . A
gnp : : _ JYVASKYLA
of the areas, but in others access is usually granted ; $ BARKANO ° 1
for research purposes only. i o A SAVENLINNA
3 .
OTHER CONSERVATION AREAS include old-growth
forests, mire and herb-rich forest conservation areas _
and other special areas established ; g A
for nature conservation.

- .
¢

Finland’s territorial waters in sea areas

and the open parts of the major lakes
outside village boundaries are puBLIC
WATER AREAS administered by Metsihallitus.

D VANTAA Ay fetds i
& - : © Metsihallitus 2004
@ Maanmittauslaitos 1/MYY/04
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MANAGING DIRECTOR’S REVIEW

January 1st 2004 marked ten years of
Metsihallitus’ operations as a state enterprise.
The enterprise has proved to be a success as an
organisation. The efficiency of our operations
and our financial results have improved
noticeably. At the same time, the state has been
able to give Metsihallitus various public tasks.
For the first ten-year period, we have been able
to meet the financial targets set annually by the
state without exception. In terms of fulfilling our
public tasks, no major exceptions have had to be
noted in the negotiations between Metsihallitus
and the relevant ministries.

Legislative proposals involving Metsihallitus
have been prepared throughout the year.
Conflict during the preparations, however,
erupted concerning the financing of
Metsihallitus’ public service tasks, because the
Ministry of Finance opposed the financing
model recorded in the legislative proposal and
demanded switching to the principle of pure
gross budgeting. In practice, that means that
funding for Metsihallitus’ public administrative
tasks would only come from the state budget.
In our view, switching to pure gross budgeting
would increase bureaucracy, without bringing
any significant advantages. In the proposed

act, transparency of operations is ensured by
Parliament deciding annually during budget
handling, as is currently the case, how the
revenues of business operations are used in the
acquisition of conservation areas. According to
the new State Enterprise Act, state enterprises
must prepare a separate financial statement for
activities outside their business operations, which
leads to even more transparency and clarity. At
the moment, it seems apparent that the political
decision-makers must resolve the conflict. If we
are to stress efficiency and flexibility, it would be
wise to uphold the current operating practices.

State land and water areas handed over to
Metsihallitus to administer grew slightly in
recent years. Through the implementation of

nature conservation programmes in particular,
the state has acquired more areas under its
ownership. With the classification of managed
forest areas under Metsihallitus’ administration
as conservation areas of various degrees, more
managed forests have been acquired within the
framework of Parliament’s approved annual
investment plan. Within a period of about ten
years, however, the land area used for timber
production has decreased by close to 200,000
hectares. Metsihallitus’ role in land-use policies
is essential, especially in the remote districts.

TARGETS ACHIEVED

In 2003 Metsihallitus met the goals set for it
by the Ministry of Agriculture and Forestry and
the Ministry of the Environment. Metsihallitus’
turnover was EUR 245 million and its profit
for the period was EUR 68.7 million. The
results exceeded the target set by the Ministry
of Agriculture and Forestry by close to a million
euros. This was mainly due to the fact that the
proceeds from our land sales were higher than
budgeted. In addition, our efficiency improved,
the taxation of state enterprises was lower than
expected and the development of pension
expenses worked in our favour. Metsihallitus’
turnover increased by a million euros over the
previous year, but profit for the year was a
million euros less than in 2002.

The expected upturn in the forest industry did
not happen in 2003. Due to the forest industry’s
market outlook and partly due to the coming
changes in forest taxation, the price of wood
began to decline in 2003. In spite of the fall

in prices, the Forestry business unit recorded a
moderately good profit.

During the year we continued to implement
our strategy of profitable growth and
internationalisation. Our soil resources business
unit Morenia strengthened its operations and



successfully reached the targets set for it. Efforts
to increase the profitability of Wild North were
a success. The serious seedling devastation that
hit Forelia Oy, which produces tree seedlings
for forests, resulted in profit losses for the unit.
The business unit Foria, which provides forest
management services, had to withdraw from
the domestic market after its second year of
operations, due to weak profitability forecasts.
However, demand for forestry services by Foria-
OB, a joint enterprise founded together with
Austria’s Federal Forestry Company, appeared to
increase - in Russia, among other places.

In its activities to safeguard the biodiversity of
forests in southern Finland, i.e. the so-called
METSO operations, Metsihallitus fell somewhat
short of its restoration and nature management
targets, mainly due to the implementation of
new methods and work conflict which occurred
in the spring.

A total of EUR 14.7 million was used for the
acquisition of new nature conservation areas.
Two new national parks, the Repovesi National
Park and the Leivonmiki National Park, were
also established last year.

A new natural resource planning system with
multiple goals, developed in 2002, was taken
into use. Along with the first new plan, which
was completed for the Kainuu Region, the
natural resource planning guidelines for the
entire Metsihallitus organisation were revised.
Valuable experience was gained from the
interactive methods and co-operation that are
emphasised in the new system, for example in
the prevention of conflicts related to land use.

In April, Metsihallitus began discussions with
the WWF and the Finnish Association for
Nature Conservation regarding monitoring and
improving the level of conservation of forests

in northern Finland by means of landscape
ecological planning and natural resource
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planning. In the discussions, points of interest

brought up by the environmental organisations

were thoroughly examined. Underlying this
dialogue process is the fact that Metsihallitus’
customers and its end-product customers have

for a while now been targeted by international

campaigns organised by environmental

organisations. It seems that the ongoing goal

of certain environmental organisations is to

perpetuate a disparaging image of the State of

Finland’s felling activities.

Environmental discussions at the end of the

year focused especially on Northern Lapland.

Arbitrator Pirkko Saarela’s proposal for

reconciling forestry and reindeer husbandry in

Northern Lapland was completed and at the

end of the year the Ministry of Agriculture and

Forestry presented their own action plan on the

subject.

Jan Heino
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GOOD SPIRIT AMONG PERSONNEL

In 2003, the number of Metsihallitus employees
corresponded to nearly 2,000 person-years.

In addition, Metsihallitus employs external
contractors, including machine operators and
drivers, in the amount of some 800 person-
years. The entire Metsihallitus Group employed
2,160 persons (in person-years). Thus the total
employment effect of Metsihallitus corresponds
to almost 3,000 person-years. Less than 10 per
cent of the personnel work at the headquarters in
Vantaa and the remainder at the various offices
of Metsihallitus all over Finland. Most of the
salaries and wages (58%) paid by Metsihallitus
are paid to employees in the provinces of Oulu

and Lapland.

Even though Metsihallitus aims to establish
permanent employment relationships, some

of the tasks are seasonal due to the nature of
Metsihallitus’ operations. Temporary staff make
up 16% of the total workforce. Temporary
work assignments mainly consist of providing
summertime-related services, managing,
maintaining and constructing service facilities,
and projects of varying duration involving
expert services. The average age of Metsihallitus’
temporary salaried employees is 37 years and
forest workers 31 years. This brings a welcome
adjustment to the rather high average age of
Metsihallitus employees: the average age of
permanent salaried employees is 47 years and
forest workers 49 years. Women account for
17% of the total workforce and 29% of salaried
employees.

PERSONNEL’S CONFIDENCE IN THE FUTURE

Since the year 2000, the number of work-
related accidents has remained steadily low, after
dropping by almost one quarter in the previous
decade. In 2003 there were 67 work-related
accidents, which accounted for 934 days of work
absences. Metsihallitus’ first Occupational Safety
Risk Assessment and Management Programme
was completed in 2001 and is updated as new
tasks or risks are introduced. In keeping with

the safety programme, Metsihallitus’ goal is to
reach a level of zero work accidents. In order to
reach this goal, we must continue to focus on,
among other things, training employees in new
work situations, anticipating risks, documenting
close-call situations and turning our attention

to a culture of safety. The occupational risk
management programme is also referred to in
results and development discussions, as well as in
employee training.

EMPLOYEE SURVEY PROVIDES
INFORMATION FOR DEVELOPMENT

Employee surveys are used regularly as a

tool for developing human resources within
Metsihallitus. An employee satisfaction survey
was conducted in 2003 in co-operation with
Taloustutkimus Oy. The survey was carried
out as a combined Internet and printed-form
questionnaire and contained minor changes
from the previous survey, conducted in 2001.
The results are analysed at every level within
Metsihallitus, from the Management Group to

‘WORK SATISFACTION
PERSONNEL’S ASSESSMENT OF THEIR OWN COMPETENCE
MEANINGFULNESS OF WORK

PERSONNEL’S BELIEF IN METSAHALLITUS’ FUTURE SUCCESS



team level in the various areas, so that everyone
can be a part of how the results are analysed and
help set and implement development measures.
The development work of the various areas is
followed in Metsihallitus’ Management Group.
The next employee survey is expected to be
carried out in 2005.

The survey helps determine employees’ attitudes
towards their work, the work of their supervisors,
their working conditions and the co-operation
between various business units. Of employees
who received the survey, 75% (1,390 employees)
responded, which is a noticeable improvement
on the 66% of 1999 and 2001. On a scale of

4 to 10, Metsihallitus was rated 8.10 as an
employer, which is slightly better, on average,
than other comparable organisations. There were
no significant differences between the business
units.

On the basis of the survey, it appears that
employees of Metsihallitus are quite satisfied
with their job and enjoy coming to work.
Psychological strain as a result of work was
in decline. The work of supervisors appears
to be going well, as the grades for almost
every supervisor rose since the previous
survey. Employees felt that their opinions are
increasingly taken into account in decision-
making. And while supervisors felt they received
adequate support in skill maintenance and
development, they would like more support
for their well-being at work. The survey also
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revealed that the manner and frequency of
feedback should be reconsidered, as feedback
given solely in development discussions is
insufficient to support daily work.

Metsiihallitus employees gave their own ability to
work a rating of 8.2. Four out of five workers are
confident that if their tasks remain unchanged,
they will, health-wise, be able to accomplish
their tasks even for another two years. On the
other hand, about 250 respondents were not sure
if their health would withstand the work, if their
tasks remain the same. That is an important
message for both the employer and occupational
health services.

The rating of Metsihallitus’ internal flow of
information was slightly more critical than that
0f 2001. There is still room for improvement,
especially concerning information about
Metsihallitus’ financial situation and future
plans, as well as in the flow of information
between management and personnel. Methods
of communication should be carefully
considered: Metsihallitus already has, in
addition to team meetings, the up-to-date
Intranet service 'Loimu’, the internal bulletin
’Lastut’, and the magazine Metsi.fi.

MANAGEMENT CULTURE AND WORK ATMOSPHERE

(scale 1-5)

RECEIVING HELP AND SUPPORT FROM SUPERVISORS
EQUALITY IN TREATMENT BETWEEN THE SEXES,
AS PERCEIVED BY PERSONNEL

—

OPPORTUNITY TO INFLUENCE ONE’S OWN WORK
RECEIVING FEEDBACK ON ONE’S OWN WORK

FLOW OF INFORMATION WITHIN METSAHALLITUS

1999 2001
2000
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A YEAR OF MANY ENVIRONMENTAL PROJECTS

REALISATION OF THE
METSO ACTION PROGRAMME

The measures prescribed by the METSO action
programme, which promotes biodiversity in
forests in southern Finland, were launched

in state-owned lands at the start of 2003.
According to a report by the METSO
commission, restoration and management of
nature conservation areas are central ways of
developing the biodiversity of these areas. In
2003, Metsihallitus started restoration work

on about 60 sites, and restoration and nature
management work was carried out on close to
2,900 hectares. The initiation of restoration and
management activities was slowed due to a lack
of finished plans. The situation will be resolved
in the future, however, as plans are beginning to
accumulate. Restoration activities are carried out
by forestry workers from the Forestry business
unit, using funds from Metsihallitus’ business
operations.

According to the plans, Metsihallitus is
responsible for collecting and entering into

the geographical information system data on
habitat types from conservation areas in southern
Finland and Ostrobothnia during the years
2003-2006. In 2003, basic information was
collected from 136,000 hectares of METSO
areas, and basic information on a total of
552,000 hectares will be collected.

The action programme requires that
Metsihallitus pay more attention to biodiversity
in managed forests and take inventory of

and protect areas valuable in terms of nature
conservation at special sites within managed
forests and areas adjacent to protected areas.
Consequently, a two-year project, which will

be jointly realised by the Forestry and Nature
Protection business units, was launched.

Approximately 200,000 hectares will be
inspected, 33,000 hectares of which will undergo
field inventories. In the inventory of sites with
special value, conservation biological criteria
approved by the Ministry of the Environment
will be used.

Field inventories carried out in summer 2003
went according to plan, and inventories will
continue in summer 2004. Once the data has
been analysed, the inventoried areas are classified
as conservation sites, restoration sites, special
sites for securing biodiversity and managed
forests. Decisions will be made at the end of
2004.

DiscussioNs wITH
ENVIRONMENTAL ORGANISATIONS

Metsihallitus, the Finnish Association for
Nature Conservation and the WWF began a
dialogue process in April 2003. The purpose
of the discussions, which were proposed by the
environmental organisations, is to improve the
level of conservation of old-growth forests in
northern Finland. The work is a follow-up to
the old-growth forest conservation programme,
which states that in some inventoried areas,
conservation will be realised by means of
landscape ecological planning. The landscape
ecological planning Metsihallitus carried out
between the years 1996 and 2000 is currently
being specified in the discussions.

Approximately 400 regional entities of sites
presented by environmental organisations

are being discussed. The total area of these

sites, located in the Kainuu Region, Northern
Ostrobothnia and Western and Eastern Lapland,
is about 360,000 hectares. It has been commonly
agreed that within the areas marked on the



maps there are both forests worth protecting
and forests suitable for commercial use. The
maps also contain already-protected forests and
poorly productive land excluded from felling
operations. In the meetings it is determined
exactly which parts of the specified areas are

to be protected. Metsihallitus aims to refrain
from carrying out felling activities in the areas
specified on the maps until they have been dealt
with in the joint discussions.

There were 24 discussion meetings in 2003,
which, indeed, required a considerable
amount of resources from Metsihallitus’ forest
management and nature services experts.

The intense dialogue process will continue
throughout 2004 and other stakeholder groups
are also joining the process.

ENVIRONMENTAL GUIDELINES UPDATED

Metsihallitus has mainly been following the
Environmental Guidelines of 1993. Forest
management and planning, as well as forest
research, have developed to such an extent

over the past 10 years that the need to update
the Environmental Guidelines became clear.
The new Environmental Guidelines for forest
management were drawn up in 2003, primarily
as an internal project within Metsihallitus,

and experts from both the Forestry and Nature
Protection business units participated. A
representative of the WWF were also involved
in the preparation of the guidelines, and expert
assistance was obtained from several other

top experts in the fields of forestry and forest
ecology. The guidelines, which will be ready in
spring 2004, cover the central ecological issues in
forestry, as well as the recreational use of forests
and matters relating to traditional sources of

livelihood.
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CAPERCAILLIE LEKKING SITES
IN THE FINNISH FOREST LANDSCAPE

One of Metsihallitus’ operational goals is to
maintain capercaillie populations so that they are
capable of natural reproduction and can support
hunting on state-owned lands. To that end, a
work group made up of experts from the Game
and Fisheries Research Institute, the Central
Organisation of Hunters and Metsihallitus

was assembled in 2002. The group presented

a report containing several concrete measures
for the preservation of capercaillie populations.
Implementation of the measures began in 2003
in the areas of forest planning and management,
hunting, game management and research. In
Kainuu’s natural resource planning, for example,
various definitions of forest classification and
the development of a geographical information
system were tested as tools for the assessment

of capercaillie habitats as ecological complexes.
Additionally, co-operation with the Game and
Fisheries Research Institute was boosted by a
jointly planned, six-year research project called
”Capercaillie Lekking Sites in the Finnish Forest
Landscape”, starting in late winter 2004.

Forest resources on land used

for forestry purposes 2003
Stock volume, mill. m? 273
Total annual growth, mill. m? 8.9
Total volume cut, mill. m*/year 4.8
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4 A REVIEW OF SOME OF METSAHALLITUS SOCIAL
RESPONSIBILITY INDICATORS FOR 2003

Indicators Results
Restored mire areas 1,180 ha
Restored forest areas 1,170 ha
Number of golden eagle offspring 186
Number of Saimaa ringed seal pups 52

Restrictions on the use of land for forestry purposes, based on ecological grounds

406,000 ha (11%)

Retention trees and other trees excluded from felling (including retention trees
and other economically valuable wood and fallen trees without valuable biotopes)

5.9 m’/ha

Number of environmental damage
- forest fires

22, less than 20 ha total

- oil and fuel accidents 1
- other 1
Environmental investments of the Forestry business unit 25 mill. €
Amount of wood transported and by which means 0.98 mill. m?
- by train 0.10 mill. m?
- by floating 3.40 mill. m?
- by truck

Amount of landfill waste
(in nature conservation areas, hiking areas and wilderness reserves)

1,000 m? (in 2001)

Metsihallitus personnel and contractors by segment (in person-years)

- forestry workers 829
- Forestry unit staff 379
- Nature Protection 570
- other personnel 210
- contractors, including drivers 800
Number of ancient relics

- tar pits 1,082
- wild reindeer pitfalls, etc. 158
- remains of buildings 823
- wartime structures 165
- other ancient relics 1,097

Remuneration paid by Metsihallitus, by province

50.24 mill. € in total

- Southern Finland 15%
- Western Finland 12%
- Eastern Finland 15%
- Oulu 26%
- Lapland 32%
Taxes paid by Metsihallitus 4.056 mill. €
Visitor satisfaction (average rating for the year, based on visitor surveys carried out 4.3
in different areas, on a scale of 1-5)

Number of returned questionnaires 8,395
Number of visitors

- Nature Centres 566,000
- service points 121,000
- national parks 1,123,000
- hiking areas 353,000
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