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Abstract. The article is devoted to the forestry in Russia and Finland considered through economic
relations developing under the influence of national forest legislation and state forest management
systems. The purpose of the article is to assess the trends in the development of forest relations formed
within the framework of national forest regulations and their respective forest management mechanisms
on the example of two countries: Russia and Finland. The study is based on a system approach to forestry
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FOREIGN EXPERIENCE Petrov V.N., Katkova T.E., Karvinen S.

considered from an ecological and economic perspective, using subject-object, abstract and logical
methods, comparative, spatial, statistical analysis, modern theories of sustainable development, as well
as foreign and domestic experience of forest relations. The research novelty lies in revealing trends in
the development of forest economy formed under the influence of national forest legislation systems,
forest management systems taking into account population’s opinion. The ratio of organizational-
administrative and economic methods of forest management by public authorities of the two countries
are analyzed. The economic efficiency of forest management in two countries is compared through
contrasting costs and revenues of forestry. The positive and negative trends of the Russian forest economy
since the beginning of the administrative reform in the country are analyzed. Trends in forest economy,
environment and sociology showed are more negative rather than positive. The research results can be in
demand by research institutions forecasting the development of sectoral economies, forest organizations
for building economic relations between the state, forestry business and the population. The study can be
continued in terms of assessing trends in the development of forestry as an eco-economic system with a
long manufacturing cycle, taking into account the new paradigm of thinking about the role of renewable

forest resources in human life.

Key words: forest economy, forest management, forest legislation, forest ecosystem services.

Introduction. The well-established methods
for measuring the effectiveness of forest
economy are generally based on the comparison
of costs and results from sale of useful material
products originating from forests. However, this
approach does not take into account the costs
of the “intangible benefits” consumed by the
society or the regulatory, supporting and other
forest services that extend far beyond states
where the forests are located. The development
of international relations with other countries
— consumers or suppliers of forest resources —
excludes isolated consideration of the national
forest economy. In this case, contractual
relations between countries are based on the
laws of supply and demand. The problem of
consumption of “intangible benefits” by an
unlimited number of states in the absence of an
act of purchase and sale remains unresolved.

The features of a forest as a complex
ecosystem formation determine the features for
defining the efficiency of forest management. A
significant number of works of classic Russian
forest researchers and forest economists are
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devoted to the multilateral study of forest as a
biological system with all its numerous services.
A.T. Bolotov [1], N.A. Moiseev [2], G.E Moro-
zov [3], V.V. Strakhov [4], V.N. Sukachev [5],
M.E. Tkachenko [6], M.K. Turskii [7] and other
researchers supplemented theoretical forestry
with knowledge of a forest as a geographical
and economic phenomenon. This approach
to forests has become a prerequisite for the
development of the ecosystem approach.

A number of domestic studies is focused on
the aspects of eco-economic assessment of
forests and the multiple services of forest
ecosystems. The most remarkable are the
works by N.P. Anuchin [8], N.A. Moiseev
[2], N.I. Kozhukhov [9], P'T. Voronkov [10],
K.H. Gofman [11], A.A. Gusev [11], E.P.
Smolonogov [12], T.I. Yakovleva [12], etc.

The approaches to measuring the economic
value of ecosystem services and biodiversity in
comparison are analyzed in international studies
[13; 14; 15; 16; 17; 18; 19]. However, not all
ecosystem services can be accurately measured
and assessed; the problems of their assessment
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are currently debatable in the scientific
community, which suggests the need to continue
research into this area, especially taking into
account regional characteristics.

The quality of forest legislation and state
forest management determines the effectiveness
of forest relations, regardless of ownership of
forest. State forest management inherent in all
countries is carried out within the framework of
legal regulation of branches of law forming the
national legal system.

The interaction of the society with the nature
takes place in two main directions: the use of
natural resources and their reproduction and
conservation. National peculiarities, traditions,
customs and global challenges influence the
national systems of state forest management.
Current challenges indicate global climate
change and environmental degradation in the
world. The eco-balance on the planet is largely
determined by forests.

All these determine the attitude of the forest
states to the problems of forest management and
forest conservation, bringing to the fore the
protection of forests, sustainable forest manage-
ment, “greening” of the forest legislation — a
unifying sign of actions of almost all forest states
for the conservation of forest resources. At the
same time, forest management schemes of
different countries have a number of features, the
main being their relative structural stability and
focus on income from the use of forests. There
is no consistency between the environment
and the economy when implementing control
actions in state forest management.

The priority goal of the forest policy in all
countries is to maintain balance between the
various interests of the population, the state and
private business.

Despite the external stability of the manage-
ment structure, its internal content determined
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by a set of functions and powers, the range of
tasks to be solved put forward in a given period
of time changes over time. The stability of forest
management, which is the most important
quality of the management system, is based
on the standards of constitutional and forest
law, as well as traditions and customs, which
contributes to the continuity of forest legislation.
Therefore, countries with economies in
transition, including Russia, which are forced to
meet both new external challenges and internal
revolutionary changes in the national economy,
are in a difficult situation.

Forest management in Russia has a number
of disadvantages:

— lack of reliable and complete information
on the quantitative and qualitative state of
forests;

— non-compliance with the balance of
interests of main subjects of forest relations:
the state, the population and forest business
structures;

— imperfect balance of powers in forestry
between Russia and its entities, etc.

The negative features of the Russian forest
economy are:

— discrepancy of budgetary interests of
Russia and its entities in establishing and
distributing payments for forest management;

— low fees for the right to use forest plots
(average of 60 RUB/m?);

— revenues from the use of forests are two
times lower than the cost of public forest
management over a long period of time, etc.

The above stated mainstreams the need to
study foreign forest management systems to
develop proposals and recommendations for
possible adaptation of certain elements of
foreign experience in forest management to
Russian conditions taking into account the
objective laws of forest relations.

Economic and Social Changes: Facts, Trends, Forecast
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The purpose of the research is to assess trends
in forest relations formed within the framework
of national forest regulations and their respective
forest management mechanisms on the example
of two countries: Russia and Finland.

The world forest economy, consisting of
national forest economies of individual
countries, is the cost result of the use of forest
resources, their protection and management
within the legal framework of the individual
state. Despite the relative similarity of the forest
regulatory framework of European countries
and forest management systems, the forestry
sector of each country is individual: there are no
two countries with identical economic, social,
natural conditions and forest regulations.

Finland was chosen to compare the basic
economic indicators reflecting the vector of
development of forest relations and their
effectiveness. Finland and Russia from the
beginning of the 19th to the beginning of the
20th century had a common history of forestry.
After Finland’s independence, the forestry
sector of the two countries were developing
independently. Currently, among all European
countries, forestry management corresponds to
the concept of sustainable forest management
only in Finland. Forest management in the
country is recognized as the most effective
among all European forest countries [2].
Despite forest land, wood resources and forms
of forest ownership different from Russia’s,
the comparison of specific value and natural
indicators of the forest economy of the
countries provides a basis for comparison and
selection of factors affecting the long-term
results of development of forest economies of
the two countries.

The research object is organizational,
economic and legal relations between private
forest business, state forest management bodies
and the population in the countries under study.

Economic and Social Changes: Facts, Trends, Forecast

Volume 12, Issue 3, 2019

The research subject is trends in the
economic indicators of forestry in Russia and
Finland.

Research methods. The authors used
subject-object, abstract-logical methods,
comparative, spatial, and statistical analysis,
modern theories of sustainable development,
as well as foreign and domestic experience of
forest relations. The data obtained from official
requests to Consulate of Finland, consultations
and interviews with employees of sectoral
departments of the studied countries conducted
by the authors of the research, materials from
official websites of the state forest management
bodies of the countries under review form the
information and empirical framework of the
research.

Research results and discussion

Forest management system and forest
economy in Finland.

The system of forest law and relevant
economic and administrative relations
determines forest ownership. The share of
private and public forest ownership varies across
Europe. In Finland, private ownership prevails
(Tab. I). The state owns northern and eastern
forest lands (a significant share is occupied by
specially protected areas), private owners own
more productive forest lands in the south of the
state (7ab. 1).

The variety of forms and types of forest
ownership, the unitary form of government
determines a particular mechanism for national
forest management.

The country has had a decentralized forest
management system for many years. Forest
management schemes of state bodies,
municipal and commune management bodies,
private owners or representatives of the owner
are characterized by relative independence in
decision-making and formation of management
bodies.
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Table 1.Forest owners in Finland

Area of forest land
Owner South of Finland North of Finland National average

min ha % min ha % min ha %
Physical persons 8.766 73.3 5131 36.1 13.897 53.1
State 1.149 9.6 7.933 55.8 9.082 34.7
Legal persons 1.330 1.1 0.546 3.8 1.876 7.2
Sﬁﬂegthfﬁi”w";ff‘;;t"’s’ the. church 0.720 6.0 0.617 43 1.337 5.1
Total 11.965 100 14.226 100 26.192 100
Source: compiled by the authors based on official statistics: Luke’s statistical services. Available at: http://stat.luke.fi/en/uusi-etusivu [20].

Thus, the decentralized forest management
scheme which has existed long time has formed
its own traditions and customs, which have the
power of law and do not need state regulation.
The positive aspects of a decentralized mana-
gement system are that economic, forestry and
social characteristics are taken into account at
each level of management.

At the highest level, there is no separate
forest management body, state forest mana-
gement is carried out by the Ministry of Agri-
culture and Forestry (Maa - ja metsdtalous-
ministerié). The management of natural
protected objects is carried out by the Ministry
of Environment ( Ympdristoministerio) respon-
sible for conservation and maintenance of
ecosystem services of forests. The Department
for Natural resources under the Ministry of
Agriculture and Forestry has a division “Forests
and Bioenergy”, whose name indicates the
importance of renewable resources at the state
level, while emphasizing the importance of
bioenergy as a new trend in the development of
forest economy.

One of the important traditional elements
characterizing the development trend of forest
economy in the country is state support for
private forest entrepreneurship. State forest
centres (Metsdkeskus) provide services to
private business entities for the implementation
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of a significant part of forestry activities and
works. The funding sources of the centers are
the state budget and own funds.

The functions of the state forest service
“Metsdhallitus” — a state enterprise — are:
commercial activity on deriving income from
forest management; providing services in
tourism, recreation etc. to the population.
The activity is usually costly, compensated by
income from commercial activities; budget
funding is provided.

Research and expert activity of Natural
Resources Institute Finland (Luke) suggests the
pronounced environmental and economic
character of scientific research in forestry
in the past decade. The Institute provides
scientific substantiation for decisions in forest
management aimed at the development of
green economy and sustainable environmental
management.

Forest management of municipalities is the
sphere of local self-government. Many
municipalities have their own forests, such as
parks, maintenance, recreational and other
forests, so the municipality administration
is responsible for forest management.
Municipality forests are not considered as a
source of raw wood; the main purpose of their
use is population’s recreation and maintaining
a favorable environment.

Economic and Social Changes: Facts, Trends, Forecast
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Table 2. Performance of wood resource transactions in Finland

Volume of harvested wood resources Sales volume of wood resources
Year All owners, Private owners By roadside prices, | By standing wood prices
thousand m® thousand mé share, % thousand m? thousand m? share, %
1996 46915 39919 45.97 7149 25374 78.02
1997 52996 47148 47.08 6754 33042 83.03
1998 55131 48831 47.0 7175 29439 80.4
1999 55289 47757 46.35 6270 27454 81.41
2000 55903 47988 46.19 5873 31705 84.37
2001 53250 45105 45.86 6299 22919 78.44
2002 54158 46315 46.10 6876 30246 81.48
2003 55030 46715 45.91 5523 26546 82.78
2004 55051 46564 45.82 5466 28819 84.06
2005 52572 44211 45.68 5670 22741 80.04
2006 50823 39381 43.66 4797 26522 84.68
2007 57742 46359 4453 5683 33325 85.43
2008 51686 41045 44.26 8370 20265 70.77
2009 41374 32052 43.65 3380 12448 78.65
2010 51996 40667 43.89 5322 26609 83.33
2011 52419 41023 43.90 4612 20455 81.6
2012 51502 39693 43.53 5137 22799 81.61
2013 56224 44871 44.38 5057 31297 86.09
2014 55926 44707 44 .43 5934 33961 85.13
2015 58 514 48145 45.14 5396 32850 85.89
2016 61790 51076 45.25 7190 33824 82.47
Source: compiled by the authors based on official statistics: Luke’s statistical services. Available at: http://stat.luke.fi/en/uusi-etusivu [20].

The forest management mechanism
depends on the predominant production mode,
the levels and needs of the development of
productive forces, the diversity of forms and
types of forest ownership, creating a market
environment in supply and consumption of
forest resources.

Demand and supply is formed both in the
national and international market in the context
of particular assortments. Detailed information
on the market prices of various sorts is available
in the public domain, not only in Finland
but also in other countries of the European
community.

All forest owners are sellers in the sectoral
market, but the bulk of wood resources is
harvested by private owners (7ab. 2).

The market mechanism creates dynamic
pricing of wood resources for key transactions:
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trade in growing forest plantations at “standing
wood prices” (prices of growing forest); trade in
harvested wood resources at “roadside prices”
(Tab. 2) [22].

The market price of wood resources should
cover the owner’s costs of cultivation,
preservation, management, and payment of
taxes, it must contain a share of profit for the
seller [22]. The price performance of standing
wood depends on the market conditions
of roundwood, according to the long-term
performance of prices for main sorts shown in
Figure 1 and Figure 2. The market prices for
assortment vary by type of felling, territorial
factor (there is a differentiation of prices by
forest center and region of the country).

The weekly, monthly and annual statistics of
price by Luke Institute shows the dynamic
pricing of wood resources.
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Figure 1. Performance of standing wood prices of main assortments, euro/m?
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Source: compiled by the authors based on official statistics: Luke’s statistical services. Available at: http:/stat.luke.fi/en/
uusi-etusivu [20].

Figure 2. Performance of roadside prices for main assortments, euro/m?
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Source: compiled by the authors based on official statistics: Luke’s statistical services. Available at: http:/stat.luke.fi/en/
uusi-etusivu [20].

More than 80% of sales are sales of standing harvesting and hauling are formed according
forests (Tab. 2), therefore the buyer is usually to market laws.
engaged in timber harvesting. Forest enterprises Pricing in the sectoral market is objective
mainly use the services of small contractors and is not determined by the form of ownership
for harvesting wood resources. The costs of of forest resources. The state as a major owner
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of forest resources (Tab. 1) in the market has an
advantage over private owners. However, state
forest lands are remote and less productive.
Wood from state forests is sold taking into
account the maintenance of stability in the
domestic market.

The price policy of the state is carried out
through economic and administrative levers,
namely:

— participation in the preparation of
various guidelines and recommendations,
taking into account the conservation and
maintenance of forest ecosystems at the
national and European level;

— improvement of anti-monopoly legal
acts;

— development of differentiated taxation
of forest entrepreneurs;

— improvement of public-private partner-
ship in forest management: the state subsidizes
the implementation of measures for protection
of forest ecosystems and refore-station by
private owners (budget funds — an integral part
of the price of standing forest) [22];

— information and consulting services, etc.

Finnish forest legislation regulating forest
relations.

International agreements and treaties, the
Constitution of Finland (Suomenperustuslaki),
the “Forest Act” (Metsdlaki), regulations of the
legal systems of the country and the European
Union, legal sanctioned traditions and customs
are sources of forest law in Finland. Finland is
an active member of:

— fundamental multilateral environmental
agreements and processes on sustainable forest
management;

— negotiation processes in the field of
forestry at the global and regional levels (UN
Forum on Forests and others);

— anumber of international forest organi-
zations;

— cooperation in the field of forestry within
the Nordic Council;

— bilateral and multilateral international
cooperation (cooperation with Russia is a
priority in bilateral cooperation).

A comparative analysis of standards of
Constitutions of Finland and Russia related to
forest resources is presented in 7able 3.

Table 3. Provisions of Constitutions of Russia and Finland related to forest resources

Provisions of

Constitutions Finland

Russia

Guarantee of the right
of ownership

(§19).

All are guaranteed with protection of property rights

In Russia, private, state, municipal and other forms
of ownership are recognized and protected equally
(art. 8).

The use of property

assignment to the state. (§ 92).

The powers and procedure for exercising state-owned
rights of a participant in companies in which the state has
controlling interest are established by law. The law also
establishes cases in which the consent of the Parliament
is required for the acquisition of controlling interest or its

Ownership, use and distribution of land and other
natural resources is carried out by their owners
freely, if it does not harm the environment and
does not violate the rights and legal interests of
other persons (art. 36).

Alienation of property

established by law (§ 92).

The law defines the order of alienation with full
compensation of property for general needs (§ 15).

State immovable property may be alienated only with
the consent of Parliament or in accordance with what is

No one may be alienated of their property except
by a court decision. Compulsory alienation of
property for state needs can be carried out
only on condition of preliminary and equivalent
compensation (art. 39).

Source: compiled by the authors.
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Multi-purpose forest management is
popular in the country. It is based on the
“common right” (applies not only to the
population of the country, but to all visitors to
the country), which guarantees free movement
in forests of all types of property. “The common
right” is not specified in legal acts, but has
legal force and is taken into account in judicial
practice.

Adopted in 1886, the original “Forestry
Act” protected forests from devastation and
contributed to reforestation. Based on the
principle of continuity of forest law, certain
provisions of this law are still an integral part of
the national forest legal acts.

The current national forest legislation system
is headed by the “Forest Act” (Mets laki) adopted
in 1997, which has a framework character.
Subsequent changes and annexes to the Act
show the strengthening environmental focus
of sectoral legislation aimed at conservation
of forest ecosystems, forest biodiversity, and
sustainable forest management. In 2014, the
forest legislation was updated in order to increase
the profitability of forestry, expand the freedom
of owners in forest management and, at the
same time, strengthen their responsibility for
forest lands. Legal regulation in forestry is based
on the predominance of the permissive method
allowing the choice of management tools over the
imperative method based on power control.

There is national forest policy, a program, a
strategy, a METSO forest biodiversity program for
southern Finland, regional forest programs. The
national forest policy is in many aspects based on
the political strategies of the European Union.

Assessing the efficiency of forest management in
Finland.

The efficiency of forest management is based
on the comparison of costs and results of the forest
owner heterogeneous in time. The criterion of
efficiency is the economic, social, environmental
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effect measured against the costs of its realization
or prevention of damage. When determining the
efficiency from the forest economy perspective,
in addition to economic analysis of results and
costs, it is necessary to take into account the
variation over time in the value of investment
assets, which include a forest area with inseparable
improvements (for example, forest and wood
processing infrastructure). According to foreign
researchers, investment in forest land give not
high, but stable income, relative to income from
other types of investment (for example, portfolio
investment and others) [22, 23]. In market
economy, the efficiency of forest management
in any form of forest ownership is measured by
maximum net income from forests exploitation.

Table 4 demonstrates indicators of forest
management efficiency. The indicators of
efficiency in the country are determined per
hectare of forest land, which is the main
production factor in forestry. Thus, the spatial
efficiency or efficiency of one hectare of forest
land is calculated. We have determined the
appropriate performance indicators per cubic
meter of wood (Tab. 4) as accepted in the Russian
conditions per 1 hectare of forest land.

Despite different approaches to efficiency
in the countries under review, the calculations
can be considered comparable since the
approaches are based on the comparison of
costs and results obtained from the use of a
unit of forest land.

The efficiency of pricing at a particular time
depends on the demand and supply, the
methods of state control, interest rates of credit
institutions, state support for business structures
etc. The period under review is characterized
by positive dynamics of the total per-hectare
efficiency: from 80.2 euros/ha to 114.3 euros/
ha. Net profit of a forest owner identified given
state support in the analyzed period ranges from
19.1 euros/m? to 22.1 euros/m°.

Economic and Social Changes: Facts, Trends, Forecast
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Trends in the Development of Forestry in Russia and Finland

Assessing forest management efficiency in
Russia.

The features of determining state forest
management efficiency are determined by the
predominance of state ownership of forest land
and decentralized form of forest management in
Russia. Decentralization in forest management
is expressed in transfer of a number of powers
on forest management from the owner to
Russia’s constituent entities which receive
subventions from the federal budget to perform
the transferred powers. The comparison of
powers of Russia and its entities suggests that
the majority of powers is concentrated at the
federal level, which is why we can claim the
actual preservation of the centralized system of
forest management.

The most in demand among forest land
rights are lease of forest plots and purchase and
sale of forest land for up to one year. Forest
legal acts are to a greater extent formulaic in
their form; they legally bind and do not take
into account the natural, economic and social
characteristics of the regions.

The use of forests by legal entities and
individuals, including foreign ones, is carried
out with or without the provision of forest areas,
with or without removal of forest resources.
An auction is a common way of assignment
of forest land for use. The largest number of
articles of the Forest Code of the Russian
Federation is devoted to forest management,
which emphasizes the resource focus of the
forest legislation. Fewer articles of the Forest
Code are devoted to protection of forest
ecosystems and forest reproduction.

Forestry in Russia has shifted towards
market economy relatively recently. In 1993,
the Basics of the forest legislation in Russia
enshrined the right of private business to forest
management. Currently, the economic relations
in forestry are only being formed and can be
characterized as administrative and market
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[24]. They provide for a centralized state
determination of the minimum, initial value
of the standing wood (or the value of forest
right) and the establishment of the final value
of standing wood after forest auctions.

Forest legislation defines the principle of
payments for forest management, the payments
to the budget system include: rent for long-term
use of forest up to 49 years; payment under the
forest land purchase and sale contract for short-
term use of forest up to one year, which, along
with fines and penalties, are recognized as non-
tax revenues of the budget system.

A significant income from forest
management comes from harvesting of wood
resources. The main indicator of harvesting is
allowable annual cut of harvesting of wood
resources defined by the rated wood cutting
with prohibited excessive cut. The allowavle cut
of the past decade in Russia is about 600 million
m?, and its development is characterized by a
negative downward trend. The recent actual
harvesting of wood resources is no more
than 25—30% of the estimated allowable cut
(Fig. 3). Such dynamics ensures an increase
in the areas of ripe and over-mature stands,
reducing the demand for such them.

A significant risk factor is the unpredictable
government decisions in forest management.
Lack of negotiation process between public
authorities and business increases the risk. The
negotiation process between business and the
state is the basis for the forest management
policy in democratic states; the implementation
of state power in forestry is a characteristic
feature of authoritarian states.

The ratio of income and cost of forest
management reflects the management
efficiency (7ab. 5). The results in the form of
state revenues from forest exploitation are less
than the cost of forest management, which
reflects low forest management efficiency and
profitability [24].
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Figure 3. Forest management efficiency in the case of timber harvesting in Russia
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Despite the fact that forest exploitation in
Russia is competitive, the rent is not always
dependent on the ratio of supply and demand
for primary processing products such as round
timber. The inert pricing process strongly based
on administrative methods makes it impossible
to set the price of standing wood depending on
the market price of round timber. The response
of state forest management authorities to
changes in forest products and services market
is slow. The analysis of profitability of forestry
for a number of years shows a significant lag
of owner’s revenues from forest exploitation,
especially in recent years (7ab. 5).

Figure 4 graphically presents the revenues to
the state budget from forest utilization by
“timber harvesting” compared with the income
of the forest owner in Finland.

The analyzed annual data for Russian and
Finnish conditions (Fig. 4), are provided in
comparable form (state financial support for
private forest owners in Finland is excluded,
average annual exchange rates are taken into
account, all data are recalculated in RUB/m?,
specific values are calculated, the economic
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content of categories “net profit of private
forest owner” and “revenues to the state
budget of rent and net profit of a tenant”
are identical in their economic content). To
compare, the revenues from forest utilization
in the Leningrad Oblast (the formula of species
composition — 4pine3spruce2birchlasp) was
calculated for three stumpage price categories
(category 1 — maximum revenues, category 4
— average revenues and category 7 — minimum
revenues).

The economic analysis of the resulting
economic indicators for two countries (similar
forest areas) leads to the following conclusion:
despite the almost identical prices for round
timber, the profitability of forestry in Finland
is higher than in Russia. This is explained by
different approaches to forestry focused on the
final result of work and the formation of high-
quality commercially available land, while in
Russia only forestry activity is focused on. The
activity and its final result is not the same.
One may perform a lot of work, spend much
money and not get the final result. In other
words — the cost-effectiveness in forestry in

Economic and Social Changes: Facts, Trends, Forecast
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Figure 4. Net income from forest utilization in Russia and Finland, RUB/m3
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Ministry of Industry and Trade of Russia.

Finland is higher than in Russia. Another
factor affecting the revenue difference is the
exchange rate difference. In 2010, the value
of euro comprised 39.87 rubles, while starting
from 2015 it increased almost twice, which led
to a lag in profitability of domestic forestry.
The data for 2020 are forecast: for conditions
in Finland they were adopted according to
the forecasts of Natural Resources Institute
Finland (Luke) [20], for domestic conditions
— the forecast values of the Ministry of
Industry and Trade of Russia, amending the
Government Decree no. 310 “On rental rates
per unit of forest resources and rental rates
per forest area unit in federal ownership”,
dated 22.05.2007 [25]. The intersection
of three curves in one point reflecting the
maximum, minimum and average revenues
is not due to market changes, but due to
the wish of a forest owner — the state, to

Economic and Social Changes: Facts, Trends, Forecast
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increase by administrative means the rates of
lowest stumpage prices without changing the
maximum.

It is noteworthy that the features of
determining forest management efficiency are
attributable to the fact that a forest is an
ecosystem. The ranking of the degree of
importance of forest ecosystem services in the
countries under study at the national level is
based on population’s assessment and the
contribution to GDP of each service: both in
Russia and in Finland, the value of resource
services is high; the value of cultural services is
average; the value of regulatory services is low;
the value of supporting services is low.

Despite similar assessments of forest
ecosystem services, forestry promotion and
environmental education for the population
and the younger generation, is paid much more
attention in Finland than in Russia.
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Russian forest management tools are based
mainly on the resource approach; they aim to
achieve monetary objectives and do not take
into account the diversity of forest ecosystem
services. At the same time, there is a trend
towards the greening of forestry planning. For
example, the plans of Russia’s constituent
entities contain a section on economic
assessment of “intangible benefits” in the
regions. Yet in practice, the resource-based
economy has become the basis not only for
private forest companies; it is reflected in the
modern state forest policy. Thus, the purpose
of the forest policy in the economic sphere is
“to increase GDP based on market demand”
[26]. As a result, GDP may increase but at
the expense of degradation of unique natural
complexes (forests).

Conclusion. The trends in the development
of forest economy of the studied countries
indicate the shift transition from a resource-
based to the ecosystem approach. A forest
remains the object of management, but it is no
longer a forest resource, but an eco-system. An
example is the inclusion of ecosystem services
for the population in the national project
of Russia “Environment” by increasing the
number of visitors to specially protected areas,
increasing the reforestation area, reducing the
area of forest fires, etc.

In Finland, forest management is based on
measuring costs and benefits of forest
utilization; the environmental functions of
forests that are irrationally assessed are
generally not included in the turnover. The
state provides subsidies forest management
activities and ecosystem services by private
owners. The current state of forest relations
in the country is based on the principle of
continuity of forest law, with a the pronounced
environmental content. The framework nature
of the national forest law establishes the main
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areas of the increasingly eco-oriented national
forest policy. The patterns of forest relations
development in Finland consist in the shift
from mandatory management methods
towards dispositive methods, allowing the right
to choose private forest business management
methods.

Russia is the richest forest power in the
world, but in many volume and cost indicators:
from timber harvesting to products of its deep
processing, it is inferior to many countries.
Huge forest areas owned by the state, severe
climate and underdeveloped transport
infrastructure are significant reasons for the
lagging forest economy. But forest management
formed within the framework of forest
legislation in the absence of a clear forest policy
has an even more negative impact on economic
indicators.

The strategic objectives include achieving
sustainable forest management in Russia,
innovative and effective development of
utilization, protection, and reproduction of
forests, ensuring advanced growth of forestry,
the country’s social and environmental
security, and unconditionally implementing
international obligations of Russia in terms of
forests.

However, within the framework of the
existing forest legislation, achieving the goals
without a fundamental change in forest
relations may result in additional costs from
the state budget and an increase in the cost of
forest business.

The stagnation of the national forest
economy is a characteristic feature of the past
ten years of the economic forestry cycle; this
forces people to look for new forms of economic
relations between the state and forestry
business. Amid state ownership of forest lands
the revival of the forest economy is unlikely
without changes in forest legislation.

Economic and Social Changes: Facts, Trends, Forecast
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The rise of forest economy is possible
without changing forest ownership, it is
necessary to legally regulate forest relations
based on the framework of the federal forest
law and complete forest laws of each Russia’s
constituent entity taking into account the
region’s economic, environmental and social
conditions.

According to the research results, it is
inappropriate to copy the organizational and
economic mechanism of forestry in Finland
and apply them to domestic conditions. The
analysis indicates that different groups of factors
for the development of proposals for adjusting
the areas of development of domestic forestry
have a strong impact on effective economic
indicators in forestry.

The study contributes to the theory of forest
economy, which lies in identifying the patterns
and trends in the development of forest relations
formed by management systems and forest
legislation in Russia and Finland. The
significance of the research consists in the
development of new approaches that provide a
new assessment of the importance of domestic
forest economy and forest resources in the
world economy of environmental management,
stabilizing climate change and improving the
quality of life.

Discussion of results. The research results
reveal certain trends in the development of
forest economies in the two countries; however,

they rose a number of questions to the
economic science: what is the role of public
forest management in the formation and
development of forest relations economy, is
the availability of forest resources the key to
effective economic development of forestry,
can a large amount of resources and forest
services ensure effective forest economy and
make a significant contribution to GDP in the
country? Without turning to economic analysis
of indicators reflecting the efficiency of the
forest economy we can state that large forest
areas have a positive impact on production
and consumption of ecosystem forest services.
However, the volume of production of such
services almost always equals the volume of
their consumption, and the production itself
depends mainly on the natural production
factor.

The state of forest economy depends less on
the form of forest ownership, more — on the
system of taxation, forest management and
forest legislation of a particular country.

The issue of possibility or feasibility of
including ecosystem forest services in market
relations remains open. Such services do not
recognize administrative and state borders, are
consumed by the population of all states, but
are not estimated financially, while the owner of
forest resources, in our example — the Russian
Federation, does not receive payments for
services provided.
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