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THE FOREST INDUSTRY IS AN ACTIVE 
INFLUENCER IN THE EU 
The European Union is an important economic and political 
community for the forest industry. The EU internal market 
is the forest industry’s most important market area and EU 
regulations account for a substantial part of the regulations 
governing the sector’s operating conditions.

Forest industry is based on the sustainable utilisation of 
a renewable natural resource. The forest industry manufac-
tures products which serve as carbon storage, are recycla-
ble and can be utilised in energy production at the end of 
their lifecycle. The climate roadmap for the forest industry, 
published in the summer, shows that the current, signifi-
cant role of the industry in slowing down climate change 
can be enhanced even further(www.metsateollisuus.fi/
uploads/2020/09/04122755/Esite_En_Final_V4_Compressed.
pdf). At best, measures undertaken by the EU strengthen this 
role and accelerate the success of forest industry operations 
and products.

The term of the new European Commission and Parlia-
ment started in 2019. Under the leadership of Ursula von der 
Leyen, President of the European Commission, the European 
Green Deal was launched in late 2019. It is an essential ele-
ment of the new Commission’s political agenda. The Green 
Deal includes several initiatives important for the forest 
industry.

The United Kingdom’s withdrawal from the European 
Union entered into force on 1 February and will become 
final at the turn of the year, as the transitional period ends. 
It remains to be seen how the EU will change, in practical 
terms, as the UK is outside the Union. As the United Kingdom 
is the Finnish forest industry’s third most significant export 
country, the new rules of trading will be very significant for us 
in Finland.

 In any case, Finland’s liberal ally, which has emphasised 
free trade and light-handed regulation, will no longer be pres-

ent in decision-making within the EU.
The trade friction between the United States and China, 

and protectionist measures, have introduced an element of 
instability to international relations and slowed down global 
trade and economic growth. This has also influenced and 
slowed down economic growth in the Eurozone.

Slower growth, combined with the uncertain outlook for 
the future, spells trouble for business. For political deci-
sion-making, they introduce an increasingly strong require-
ment to secure competitiveness. Therefore, the EU’s Green 
Deal should highlight sustainable economic growth and 
competitiveness as focus areas in regulatory reforms.

The COVID-19 pandemic affects the business operating 
environment in unprecedented ways. The EU unveiled a 
large-scale recovery plan to mitigate the economic and social 
damage caused. The EU’s funds allocated to aid recovery 
should be targeted at business-oriented projects and avoid 
distortion of competition.

If the operating environment within the EU is not suffi-
ciently competitive, this simply means that the investments 
planned for Europe, and Finland as well, will escape to other 
economic areas. That is why Finland and the EU must take 
stronger action than before to promote the internal market 
and the EU’s dynamism and competitiveness.

In this publication, we have assembled the forest indus-
try’s most topical advocacy issues in the EU. Our experts will 
be happy to provide further information.

Timo Jaatinen, Director General,  
Finnish Forest Industries Federation
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SUSTAINABLE DEVELOPMENT

THE FOREST INDUSTRY’S 
SUSTAINABILITY 
COMMITMENTS SUPPORT 
SUSTAINABLE DEVELOPMENT
The Green Deal is integral to the European Union’s 
actions towards achieving the UN Sustainable Develop-
ment Goals. The forest industry has plenty to contribute 
to this.

The European Commission’s aim is to place sustainability 
and citizens’ well-being in the focus of economic policy and 
the UN Sustainable Development Goals (SDG) in the focus of 
decision-making and action in the EU.
As part of the Green Deal, the Commission intends to modify 
the European Semester, which provides a framework for 
the coordination of economic policies across the European 
Union, by including the UN’s SDG in it.
In its sustainability commitments, the forest industry has 
made a commitment to contribute to achieving the UN Sus-
tainable Development Goals. The forest industry’s sustaina-
bility commitments and activities influence the promotion of 
several SDGs. The forest industry plays a key role for example 
in promoting sustainable economic growth and sustainable 
industry and innovations, increasing the volumes of renewa-
ble energy, climate change mitigation and implementing the 
circular economy and the sustainable use of forests.
Cooperation between various parties and partnerships are 
crucial in achieving the SDGs. Businesses play a key role in 
the implementation of the goals. Moreover, we must remem-
ber to take all elements of sustainability into consideration.

FOR FURTHER INFORMATION, PLEASE CONTACT:  
Fredrik Blomfelt

SUSTAINABLE FINANCE

SOLUTIONS FOR MEETING 
THE GOALS OF SUSTAINABLE 
FINANCE
Sustainable finance as a whole is a prominent element 
in the Green Deal, the aim being to involve the financial 
markets deeper in sustainability efforts and to launch 
sustainable investments. The forest sector offers solu-
tions for proceeding towards the important and bold 
environmental goals of sustainable finance. They include 
climate change mitigation and adaptation.

Sustainable finance regulation applies to the forest indus-
try in many ways, because the aim is to steer more private 
capital towards sustainable projects. In order to ensure that 
the Finnish forest sector is recognised as a sustainable and 
attractive investment target even from the perspective of 
the EU’s sustainable finance regulation, the sector wants to 
participate actively in the development of regulation.

The purpose of the EU’s unified classification system (‘tax-
onomy’) is to specify what type of economic activity can be 
considered environmentally sustainable. That is why the tax-
onomy is in many ways fundamental to sustainable finance. 
More detailed sustainability criteria for it will be prepared in 
2020 and 2021.

EU regulations must develop predictably even with re-
gard to the taxonomy, which must also work meaningfully in 
practice. In order to ensure these preconditions, preparation 
completed within a rapid timetable should be open and in-
clusive. A balanced classification system can help in reaching 
the goal set for it, that is, to mobilise sustainable investments 
by providing more information for investors about the impact 
of investments on the climate and environment. The forest 
industry’s aim is that the sustainability classification system 
should be consistent with other EU regulations.

 The aim of the updated green finance strategy, based on 
the Green Deal, is to encourage companies to longer-term 
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and more sustainable operations. Enhancing transparency 
plays a key role in this. The Non-Financial Reporting Directive 
(NFRD) is due for review in 2020 and 2021. According to 
the Commission, the need for information relating to the 
Directive has not been met as regards climate and the envi-
ronment, which is why transparency must be strengthened. 
However, this may result in a heavier reporting burden for 
businesses. In the forest industry’s opinion, overly detailed 
new instructions and requirements should be avoided.

The EU’s recovery package also aims at expediting the 
green transition. Projects must be open for forest industry 
companies as well. In order to implement the recovery pack-
age effectively, technological neutrality, concrete action and 
business-orientation are required.  

FOR FURTHER INFORMATION, PLEASE CONTACT: Juha Roppola

ec.europa.eu/info/business-economy-euro/banking-and-fi-nance/ 
green-finance_en

EU INDUSTRIAL STRATEGY

BIO-BASED RAW MATERIALS 
AND PRODUCTS MUST BE 
TAKEN INTO ACCOUNT IN THE 
INDUSTRIAL STRATEGY
The primary aim of the European industrial strategy, 
launched in spring 2020, is a transition towards sustain-
able industrial transformation in line with climate goals, 
and a comprehensive digital transition, which supports 
all sectors of society. The strategy is based on the fol-
lowing constituents: sustainable industry to support a 
green and competitive economy, renewed partnership 
between industry, the EU, Member States and other key 
stakeholders, horizontal strategic elements, including 
fully digitalised internal markets, acceleration of private 
investments, development of competence required for 

renewal, free and fair trade, and key value chains of stra-
tegic importance to Europe (IPCEI).

Transition to a carbon-neutral economy, in the spirit of the 
Green Deal, is another broadly cross-cutting and steering 
goal of the new EU industrial strategy. Several packages of 
measures to achieve the goal are defined in the strategy. 
Investments in research, development, innovation and 
infrastructure to create business models based on clean tech-
nologies and circular economy principles are highlighted. 
Simultaneously, the aim is to utilise public financial tools to 
accelerate the necessary private investments. The measures 
to be taken to facilitate the rapid market launch and deploy-
ment of technologies include reviewing the functionality of 
EU legislation on industrial property rights, and efforts to 
level out the playing field of international trade by, for exam-
ple, enhancing the efficiency of customs control and other 
instruments that regulate trade.

To alleviate the challenges relating to the sustainable 
transition, the EU will invest in, among other things, the pro-
duction of the necessary expertise and mobility, creation of a 
positive growth and investment environment for businesses 
of all sizes, and the availability of raw materials, data and 
competitively priced energy.

Digitalisation plays an important role in the industrial 
strategy, because it is regarded as a key precondition for 
competitiveness and sustainability in all sectors. For the prac-
tical implementation of digitalisation, the EU will develop 
education, training and skills, review legislation relating to 
digitalisation, data transfer and use, and continue the devel-
opment of the Digital Innovation Hub concept.

 The EU will develop a separate European Data Strategy 
to govern the measures.

The strategy offers no direct footholds for the forest 
industry. References to bio-based raw materials, products 
or industries are mostly absent in the strategy. Instead, the 
strategy is largely based on strategic value chains identified 
through the Important Projects of Common European Inter-
est (IPCEI) process. These refer primarily to energy-intensive 
industries (concrete, steel and energy), intelligent transport, 
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artificial intelligence and other so-called key technologies, 
cybersecurity, health care and defence and space technol-
ogy. In this context, the role of bioeconomy has become 
almost invisible in the definition of the EU’s strategic policies. 
The concept has been replaced with the broader concept of 
circular economy. The forest industry should be promoted as 
a pioneer in circular economy and a provider of sustainable 
solutions for many other sectors.

FOR FURTHER INFORMATION, PLEASE CONTACT:  
Antti Tahvanainen

CARBON BORDER ADJUSTMENT  
MECHANISM

THE FUNCTIONALITY AND 
IMPACTS OF CARBON BORDER 
TAX ARE STILL UNCLEAR
In the summer of 2021, the EU Commission will issue a 
proposal on a carbon border adjustment mechanism for 
selected sectors. The forest industry has reservations 
regarding the carbon border adjustment measure, but 
supports a thorough discussion about the risk of carbon 
leakage in European industry.

The impacts of the carbon border adjustment measure 
(CBAM) depend on its technical implementation, which is 
considered difficult. The risks include an administrative 
burden without any global reduction in carbon dioxide 
emissions, or real protection of production in the EU. In the 
best-case scenario, production in the EU which remains in 
the internal market could be protected, but it would also 
suffer from the higher costs of production inputs originating 
outside the EU. CBAM would not protect exported produc-
tion.

It is likely that trading partners would dispute EU’s CBAM 
and consider it to be a protectionist measure. Trade disputes 

and increasing unilateral regulation and trade restrictions 
would undermine the preconditions of international trade. 
Production exported from the EU would suffer, not only from 
higher import costs, but also from unilateral trade restrictions 
imposed by trading partners.

The situation would be made worse if the introduction 
of CBAM would mean abandoning the EU’s current carbon 
leakage protection, of which there is long-term experience. 
Principally, it would be better to ensure the efficiency of the 
current carbon leakage protection mechanisms in the future. 
It is important for the forest industry that the CBAM planned 
by the EU would not undermine the carbon leakage protec-
tion of export industry or cause disruptions to international 
trade as a consequence of trade policy countermeasures by 
non-EU countries.

FOR FURTHER INFORMATION, PLEASE CONTACT:  
Eeva Korolainen, Tuomas Tikka

BREXIT

A MORE DISTANT 
RELATIONSHIP TO COME

The United Kingdom’s withdrawal from the European 
Union, based on the Withdrawal Agreement, entered 
into force on 1 February 2020. The transition period, 
during which trading with the United Kingdom will not 
change, will end at the end of this year. It is still uncertain 
whether the EU and UK will be able to negotiate a new 
contractual entity to form the basis of the new mutual 
relationship, and to enforce it within the transition peri-
od. In any case, the new relationship will be more distant 
than EU membership, and there will be barriers to trade 
between the parties.

For trade, a free trade agreement is being negotiated to form 
the basis for the new relationship. It is important for the 
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forest industry that the agreement would ensure continuity 
of operating environments for businesses, fluency of trade 
and business, and the international competitive position of 
EU businesses.

 The schedule for the negotiations has been tight and it is 
possible that no agreement can enter into force by 1 January 
2021. In that case, agreements negotiated within the World 
Trade Organization WTO would apply to trade.

The United Kingdom is the Finnish forest industry’s third 
most important export country. In 2019, the value of exports 
totalled approximately EUR 914 million. Export comprised 
primarily paper and paperboard products and sawn goods.

The United Kingdom’s withdrawal from the EU must not 
be allowed to jeopardise the European Union or its unity. 
Finland must adopt an active role in building a well-function-
ing new relationship and seek new like-minded partners in 
decision-making inside the EU.

FOR FURTHER INFORMATION, PLEASE CONTACT:  
Eeva Korolainen 

ec.europa.eu/commission/brexit-negotiations_envnk.fi/tietoa-brex-
itista  

EU TRADE AGREEMENTS

TRADE AGREEMENTS TO 
PROMOTE THE SUSTAINABLE 
USE OF FORESTS
EU trade agreements promote market transparency 
and a stable global operating environment. The forest 
industry is an export-driven industry, which also imports 
timber to Finland, and benefits from market access and 
rule-based, sustainable world trade. The forest industry’s 
goal is to eliminate barriers to trade and promote the 
sustainable use of forests, in line with agreements. This 
is the basis we use in our approach to the reform of EU 
trade policy.

The trade agreement between the European Union and 
Vietnam entered into force in August 2020. An agreement on 
improving the possibilities for trade has also been signed 
with four South American countries. The agreements provide 
opportunities for export companies to increase trade in mar-
kets with immense economic potential. In particular, they 
indicate commitment to rule-based international trade in a 
period dominated by tensions in trade, and uncertainty in the 
global economy.

The EU-Vietnam trade agreement is also a step towards a 
regional agreement with ASEAN countries in Southeast Asia. 
The bilateral agreement covers a market of 95 million people 
in Vietnam. In addition to trade, Vietnam’s development 
needs are taken into account in the agreement. In 2019, the 
value of the forest industry’s export to Vietnam totalled EUR 
32 million, and the most important export products were 
wood products and paperboard.

Mercosur is a trade block comprising Argentina, Brazil, 
Paraguay and Uruguay. The EU-Mercosur trade agreement 
is to eliminate most customs tariffs between the European 
Union and Mercosur, and commit the Mercosur countries to 
sustainable trade. The agreement is a first for Mercosur with 
a significant partner. It offers competitive advantages for EU 
companies in a market of more than 270 million people. In 
2019, the value of the forest industry’s export to Mercosur 
totalled EUR 98 million, and the most important export prod-
ucts were paper and paperboard.

The forest industry hopes that the European Union and 
the United States succeed in re-establishing their partnership 
in international trade and negotiating on developing their 
trade relations and removing mutual barriers to trade. Direct 
benefits from the agreement for the forest industry would 
primarily result from eliminating barriers to trade other than 
customs tariffs. Under the current agreements, trade in forest 
industry products with the United States is primarily free 
from tariffs.

The rules and predictability of trade agreements improve 
the preconditions for import and export. Agreements can 
promote trade in and dissemination of so-called green prod-
ucts, which are friendly for the environment. Some agree-
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ments involve indirect benefits as they enhance economic 
growth and support the demand for forest industry products.

The forest industry accounts for approximately one fifth 
of the total value of Finland’s exports of goods, as in 2019, 
the value of forest industry exports totalled EUR 12.5 billion. 
Export to non-EU countries accounted for approximately 47 
per cent of that, while the United Kingdom still was part of 
the EU internal market.

 China and the United States are the forest industry’s 
most important non-EU export markets, followed by the 
United Kingdom after Brexit. China accounted for 9 per cent, 
the United States for 7 per cent and the United Kingdom, 7 
per cent of exports, while the share of Latin America came to 
3 per cent and that of Asian countries except China, around 
12 per cent.

FOR FURTHER INFORMATION, PLEASE CONTACT:  
Eeva Korolainen

ec.europa.eu/trade/policy/countries-and-regions/nego-tiations-and- 
agreements/ 

WTO

THE WORLD TRADE 
ORGANIZATION’S 
FUNCTIONALITY MUST BE 
ENSURED
The World Trade Organization’s (WTO) multilateral trade 
negotiations have been a basic element in the trade 
policy of Finland and the European Union for a long time. 
The WTO is a forum for international trade negotiations 
for member countries on removing barriers that restrict 
international trade and on global rules for trade, and for 
resolving trade disputes.

The WTO covers approximately 98 per cent of world trade. 
Despite its strengths, the WTO and the multilateral trade 
system it represents are facing challenges. Parties have not 
managed to update WTO agreements to be fit for modern 
day challenges, there is room for improvement in compli-
ance with the agreements, and the WTO dispute settlement 
system has been criticised. In December 2019, the criticism 
resulted in a deadlock of the WTO’s Appellate Body for dis-
pute settlement.

The Finnish forest industry has benefited from the WTO’s 
dispute settlement. Russia joined the WTO in 2012, but 
failed to begin complying with the commitment to charge 
a maximum 5 per cent import duty for certain paper and 
paperboard products. The EU referred the case to the WTO 
for dispute settlement and received a panel decision after 
a two-year process in 2016. Russia accepted the decision 
and lowered the import duties from 10 or 15 per cent to the 
agreed level.

The XII WTO Ministerial Conference had to be cancelled 
due to the COVID-19 pandemic. Regardless, the EU is expect-
ed to issue a reform initiative to secure the WTO’s future.

The forest industry supports the maintenance and 
strengthening of a multilateral rule-based trade system, in-
cluding dispute settlement. The forest industry also supports 
the use of a case-by-case track of plurilateral negotiations in 
the WTO. For example, negotiations on preferential tariffs for 
green products, that is, products with positive impacts on the 
environment and climate, must be relaunched in the WTO as 
soon as progress is possible.

International trade is the lifeline of Finnish forest industry. 
Depending on the product category, up to 98% of our pro-
duction is exported. In 2019, 47% of our export was destined 
outside the EU internal market and its value exceeded EUR 6 
billion. Further restrictions on and tensions in trade increase 
uncertainty in international trade.

FOR FURTHER INFORMATION, PLEASE CONTACT:  
Eeva Korolainen

ec.europa.eu/trade/policy/eu-and-wto/
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EUROPEAN CLIMATE LAW

ALL MEMBER STATES MUST 
AIM AT CLIMATE NEUTRALITY
The goal for Europe to become climate-neutral by 2050 
will be part of the European Climate Law. The law aims 
to set a long-term goal and thereby provide a clear future 
outlook on the direction of the EU climate policy, for 
example for companies who invest, and ensure that the 
goal of neutrality will not be compromised.

From the forest industry’s viewpoint, it is important that the 
EU, through climate diplomacy, seeks commitment by other 
economies to a similar goal in order to avoid carbon leakage.

It is particularly important that all EU Member States are 
obligated to aim at climate neutrality by 2050. This would 
ensure that none of the Member States can freeride regard 
to their climate efforts or outsource their fossil emissions to 
other countries’ forest carbon sinks.

Recent years have proven that the volume of forest car-
bon sinks may vary dramatically even within a short period of 
time. The reasons may include, for example, forest damage 
(as seen in Central Europe, Russia, the United States and 
Canada) or fluctuating global demand for wood products.

Finland must take action to ensure that forests do not end 
up as storage for fossil carbon dioxide emissions due to the 
European Climate Law. Such a result would be detrimental 
for the climate in various aspects: forests are not a perma-
nent carbon storage, climate-friendly wood-based products 
would not be produced, circular bioeconomy potential 
would remain untapped and the main problem of climate 
change, i.e. the use of fossil-based raw materials, would 
receive undeserved extra time.

If the EU develops a so-called carbon budget and begins 
to employ one, it must be harnessed to reduce fossil-fuel 
emissions and to ensure that all Member States aim at car-
bon neutrality.

In the Finnish Forest Industries Federation’s opinion, the 

EU’s long-term climate policy should include the elements re-
corded in the previous Commission’s climate vision (A Clean 
Planet For All, 2018). These include:

• Fossil-fuel emissions are the most crucial problem
• The significance of bioeconomy is emphasised and, 

in connection with it, focus is placed on the need for 
wood raw materials for many industrial purposes 
(for example fibre, textile, composite, bioplastics, 
energy, construction)

• High global growth is predicted for the use of bio-
mass and at the same time, it is important to ensure, 
for example, the growth of forest resources and the 
health of forests

FOR FURTHER INFORMATION, PLEASE CONTACT:   
Ahti Fagerblom

THE EU’S EMISSIONS REDUCTION  
TARGET FOR 2030 

COMPETITIVENESS  
OF INDUSTRY MUST  
BE ENSURED
The EU’s current emissions reduction target, 40 per 
cent, will most likely be raised to 55 per cent. From the 
forest industry’s viewpoint, it is essential to ensure the 
industry’s global competitiveness. The EU must strive to 
encourage other countries to adopt similar climate goals, 
and to promote global coal pricing.

A stricter emissions reduction target will result in a review 
of the regulations in the recently agreed energy and climate 
package for 2021–2030. Review of these recently agreed 
regulations will undermine the predictability of the operating 
environment from the industry’s viewpoint, and conflicts with 
the principle of better regulation expressed by the Commis-
sion in connection with the Green Deal.
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The next chapters explain issues relating to amending the 
regulations of the energy and climate package.

FOR FURTHER INFORMATION, PLEASE CONTACT:  
Ahti Fagerblom

2030 ENERGY AND CLIMATE PACKAGE

REASSESSMENT WILL 
OBSCURE THE PROSPECTS 
FOR INDUSTRY
The regulations listed below will be reassessed to a  
certain degree by summer 2021. These regulations  
apply to the period 2021–2030.

RENEWABLE ENERGY (RED II)
The EU will tighten the emissions reduction target for 2030. 
Therefore, the current 32 per cent target for renewable 
energy for 2030 is insufficient. In the Commission’s opinion, 
the share of renewable energy must be increased to 40 per 
cent by 2030, if the emissions reduction target for 2030 is 
tightened from the current -40 per cent to -55 per cent in 
comparison with the 1990 level.

In this increase, offshore wind power, for example, would 
play a major role while the role of bioenergy, for instance, 
would be more limited.

In the forest industry’s opinion, it is important that the 
review of the directive will not change the current sustainabil-
ity criteria set for biomasses, as the national implementation 
of those is currently underway and no deficiencies in them 
have been proven in practice. If some Member States are 
anticipating that the criteria will be insufficient, they have the 
possibility to introduce stricter criteria at the national level. It 
is vital that new regulations do not hamper the entry of wood 
into the market, and new support mechanisms will not result 
in merchantable timber being directed to energy production 
plants.

REDII also defines guarantees of origin. In the forest in-
dustry’s opinion, guarantees of origin must be granted equal-
ly to all renewable energy production and open trading in 
them must be possible within the EU. In the forest industry’s 
opinion, no national percentual targets for renewable energy 
should be defined for Member States, and particularly, no 
higher demands be set on Member States in which the share 
of renewable energy is high as is.

FOR FURTHER INFORMATION, PLEASE CONTACT:  
Ahti Fagerblom

ENERGY EFFICIENCY (EED)
The Energy Efficiency Directive requires Member States to 
enhance their energy efficiency and sets rules for reporting of 
results. The directive also obliges Member States to cut their 
overall energy consumption.

Europe is currently considering concrete measures to sig-
nificantly cut greenhouse gas emissions. Possible solutions 
are for example electrification, carbon capture technolo-
gies, hydrogen economy and energy storage technologies. 
Climate-friendly investments seem to require more energy, 
particularly electricity, than at present, which conflicts with 
the restrictions laid down in the EED. Based on the analy-
ses published by the Commission in autumn 2020, energy 
consumption in the Member States does not seem to be 
decreasing to meet even the current reduction targets.

In the opinion of the forest industry, the EED must focus 
on energy efficiency instead of further restricting the usage 
of energy, and thus investments critical for the climate goals. 
The Green Deal offers an opportunity to eliminate this restric-
tion from the directive.

FOR FURTHER INFORMATION, PLEASE CONTACT: Tuomas Tikka
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THE LAND USE SECTOR,  
INCL. FOREST SINKS (LULUCF)
The current decisions on forests as carbon sinks require that 
the growth of forest resources continues in Finland and other 
parts of Europe in 2021–2030. The LULUCF (land use, land 
use change and forestry) regulation includes the rules for 
calculation of forest carbon sinks. The regulation is extremely 
difficult to understand, and the related process of defining 
forest reference levels was quite prolonged, which is why the 
LULUCF regulation cannot be considered as complying with 
better regulation.

In the forest industry’s opinion, the LULUCF must not 
restrict nationally defined sustainable wood usage potential, 
but it is clear that forest resources must grow, both at the 
EU level and in Member States. The EU should not, however, 
define the rate of forest resource growth. Recent years have 
proven that the volume of forest carbon sinks may vary 
dramatically even in a short period of time. The reasons 
may include for example forest damage (as seen in Central 
Europe, Russia, the United States and Canada) or fluctuating 
global demand for wood products.

Finland must take action to ensure that forests do not end 
up as storage for fossil carbon dioxide emissions. Such a re-
sult would be detrimental for the climate in various aspects: 
forests are not a permanent carbon storage, climate-friendly 
wood-based products would not be produced, circular 
bioeconomy potential would remain untapped and the main 
problem of climate change, i.e. the use of fossil-based raw 
materials, would receive undeserved extra time.

As the EU develops emission calculation for the land use 
sector due to the climate neutrality goal, complex calculat-
ed projections should be abandoned and progress made 
towards reporting of actual emissions and removals.

In the forest industry’s opinion, it is necessary to ensure 
forest health in the EU, to improve the vitality of forests, pre-
vent deforestation, and increase forest area. These measures 
contribute to the continuity of sinks, the availability of renew-
able materials for processing, strengthening of the economy, 
higher employment, and the achievement of the targets set 
for renewable energy and reduction of emissions.

FOR FURTHER INFORMATION, PLEASE CONTACT:  
Tuomas Nirkkonen

EFFORT SHARING BETWEEN  
MEMBER STATES (ESR)
Until now, the so-called effort-sharing sector, that includes 
emissions from transport, housing and waste management 
among others, has played a key role in the European Union’s 
climate policy. The Commission is considering the possibil-
ity of transferring a significant share of effort-sharing sector 
emissions to emissions trading.

Finland’s national emissions reduction target (-39% 
cf. 2005) is one of the toughest in the EU at present. If the 
effort-sharing agreement is amended and further burden is 
shared, additional measures must be taken where it is most 
cost-efficient, and where the current target levels are low. 
This requires careful and transparent impact assessments 
from the Commission.

If emissions trading expands to cover transport and indi-
vidual heating of buildings, and emissions from agriculture 
are also transferred to the land use sector more than at pres-
ent, the traditional effort-sharing sector will almost vanish.

In the forest industry’s opinion, the cost competitiveness 
of industry in the international operating environment and 
adequate prevention of the risk of carbon leakage must be 
ensured, if emissions trading scheme is expanded, or its rules 
are changed.

FOR FURTHER INFORMATION, PLEASE CONTACT:  
Ahti Fagerblom

 Finland’s climate neutrality  
target 2035 is the toughest  
in EU.
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EMISSIONS TRADING SYSTEM (ETS)

THE CORNERSTONE OF THE 
EU’S POLICY TO COMBAT 
CLIMATE CHANGE
The aim of the emissions trading system is to reduce 
greenhouse gas emissions on market terms and cost- 
effectively, in line with the agreed emissions target. The 
new Emissions Trading Directive for 2021–2030 entered 
into force in early 2018, and its implementation by the 
Commission and Member States is underway. In the 
forest industry’s opinion, emissions trading must not 
result in extra direct or indirect costs for industries prone 
to carbon leakage.

EU emissions trading causes a direct cost burden through 
the price of emission allowances, and an indirect cost burden 
through increasing electricity price. Moreover, the rising price 
of emission allowances encourage increasing the use of 
wood as an energy source, and therefore put further pressure 
on raising the costs of forest industry raw materials. These 
factors undermine the competitiveness of companies strug-
gling with global competition, if sufficient protection from 
carbon leakage is not ensured.

In practice, the European Green Deal means that the 
Emissions Trading Directive will be revised and its target level 
raised. In addition, adding other sectors, including transport 
and buildings, to the emissions trading system, has been 
proposed.

The forest industry is concerned over the impacts that the 
revision of recently decided rules may have on the emissions 
trading system, and the competitiveness of industry. Impact 
assessments are challenging to prepare, as no practical expe-
rience of the functioning of the current rules is available. Add-
ing new sectors to the emissions trading system is not likely 
to solve the challenge of reducing emissions in the sectors in 
question in the desired manner, due to the high difference in 
reduction costs. The risk of new free riders, who put an addi-

tional load on industry prone to carbon leakage, is imminent. 
It would be more sensible to explore other options.

If the Directive is revised, the rules should be changed as 
little as possible. The forest industry emphasises that the risk 
of carbon leakage of the industry must be prevented, until a 
global climate deal, which guarantees equal conditions for 
competition, has been reached. The rules for allocating free 
emission allowances, a carbon leakage list and compensa-
tion of indirect costs are critical. In addition, the impacts of 
emissions trading on raw material costs, such as wood, must 
be minimised.

FOR FURTHER INFORMATION, PLEASE CONTACT: Tuomas Tikka

 The risk of carbon  
leakage targeting  
the industry must  
be prevented.
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ENERGY TAXATION DIRECTIVE (ETD)

INTERNATIONAL 
COMPETITIVENESS OF 
INDUSTRY AND THE RISK OF 
CARBON LEAKAGE MUST BE 
TAKEN INTO ACCOUNT IN THE 
REVISION
The Energy Taxation Directive lays down common prin-
ciples for the taxation of heat, fuels and electricity. An 
update of the Directive requires consensus from the EU 
Member States. In the forest industry’s opinion, it is criti-
cal to keep the levels of taxation competitive for industry. 

The Commission intends to release a proposal for revision of 
the Energy Taxation Directive in summer 2021. The current 
Energy Taxation Directive defines the minimum levels for en-
ergy taxation, but allows for exceptional competitive taxation 
levels for industry. As industrial emissions are already capped 
through emissions trading, no overlapping steering impact 
through energy taxation is needed. In terms of fighting 
climate change, it is essential that the current moderate tax 
treatment of electricity consumed by industry is maintained. 
The Directive must also take account of efficient combined 
heat and power (CHP) plants, and facilitate the current tax 
treatment of bioenergy.

In the forest industry’s opinion, international competitive-
ness of industry and the risk of carbon leakage must be taken 
into account in the revision of the Energy Taxation Directive. 
The Directive must not result in a distortion of taxes on indus-
try between EU Member States.

FOR FURTHER INFORMATION, PLEASE CONTACT: Tuomas Tikka

CLIMATE CHANGE ADAPTATION

THE GROWTH CONDITION OF 
FORESTS MUST BE ENSURED

The climate change adaptation strategy will be updated 
in 2020–2021. In the forest industry’s opinion, it is nec-
essary to prepare for changing climate conditions, and 
it is important to analyze the threats and opportunities 
relating to climate change.

The direction and intensity of future changes are largely a 
matter of speculation. Because it is not possible to prepare 
for everything, it is important to ensure the basic operational 
conditions for the society and industry.

In the forest industry’s opinion, mitigation of climate 
change and adaptation to it must be reviewed as congruent 
measures. Likewise, cross-border exchange of information 
and experiences, and a common EU-level knowledge base, 
should be used in the adaptation.

It is important to ensure the regeneration, good health 
and growth condition of forests. The operational conditions 
of wood supply and goods transport must also be ensured 
through various measures, including the continuous mainte-
nance of the road network, bridges and other infrastructure, 
to prepare for more precipitation and floods and a longer 
frost damage period.

FOR FURTHER INFORMATION, PLEASE CONTACT:  
Ahti Fagerblom
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HORIZON EUROPE PROGRAMME

A PROMINENT ROLE FOR 
CIRCULAR BIOECONOMY
In June 2018, the Commission’s proposal for the next EU 
Research and Innovation Programme for 2021–2027 was 
issued. The Programme is called Horizon Europe. The 
Commission proposes a marginal increase in funding 
for research and innovation from the current EUR 76 
billion under the Horizon 2020 programme to EUR 80.9 
billion. More recently, a budget increase of EUR 4 billion 
has been suggested via RRF. Due to the Green Deal, 35% 
of Horizon Europe funding will be channeled to projects 
relating to climate goals. In light of the climate goals, the 
forest industry considers it important that circular bio-
economy, based on the sustainable use of forests, would 
play a prominent role in setting the thematic priorities 
for the Horizon Europe programme.

The European Union’s research and innovation framework 
programmes provide funding for long-term international 
research activities of businesses, universities and research in-
stitutions, as well as opportunities for networking and mobili-
ty of researchers. Particularly the activities, funded within the 
framework of Pillar 2 of the Horizon Europe programme, to 
increase European industrial competitiveness, are essential 
in ensuring the rapid introduction of innovations in society. 
It is important that support continues for research and inno-
vation close to enterprises of all sizes. The only way to ensure 
the investments necessary for meeting climate goals, is to 
link enterprises in research and innovation activities.

Various forms of cooperation and funding instruments 
for research and innovation activities are crucial, in addition 
to research funding. The Commission is preparing both chal-
lenge- and mission-based research and innovation policy. In 
the forest industry’s opinion, this should be supported. The 
forest industry considers public and private sector innova-
tion partnerships (PPP), missions and technology platforms 
as the key instruments for introducing findings, based on 

top academic research, efficiently through companies’ 
innovation activities to broad-based use in society, in order 
to reach sustainability goals. In this context, it is vital that 
when selecting thematic priorities for the Horizon Europe 
programme, the forest-based circular bioeconomy would be 
taken into account as a key element. Product solutions based 
on renewable, recyclable, biodegradable materials, which act 
as a carbon stock, play a key role in the future, which aims at 
sustainable economic growth with low emissions.

In research, the forest sector is engaged in European-lev-
el cooperation. Within the framework of the Horizon 2020 
programme, the highly successful Bio-Based Industries Joint 
Undertaking partnership has created significant cross-sec-
toral value chain structures for building a European circular 
bioeconomy. Within the framework of the Horizon Europe 
programme, the Commission is considering continuing the 
partnership under the name ‘Circular Bio-Based Europe’ 
(CBE). The forest industry considers it important that a fund-
ing level suitable for capital-intensive innovation would be 
allocated to the partnership, and that forests and other forms 
of primary production would be taken into consideration as a 
significant, sustainably managed sources of biomass.

In addition to CBE, the European forest industry will be 
represented also in the Build4People (construction) and 
SPIRE (energy and material efficiency) partnerships. The new 
biodiversity partnership is closely monitored as well.

The forest sector’s European technology community 
FTP (Forest-based Sector Technology Platform) strives to 
cooperate in targeting funding in EU research programmes. 
FTP covers the entire forest sector from forest owners to the 
wood product and paper industry. It has presented its own 
Strategic Research Agenda 2030 research programme and 
updated its vision for 2040.

EU research programmes: cordis.europa.eu 
Bio-based Industries PPP: bbi-europe.eu/
Bio-based Industries Consortium: biconsortium.eu/ 
Build4People: build4people.org/ 
SPIRE: www.spire2030.eu/ 
Forest-based Sector Technology Platform (FTP): www. fores-tplat-
form.org/#!/
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INNOVATION FUND

A WELCOME ADDITION  
TO THE EU TOOLKIT

In 2020, the EU will launch a funding programme for 
investments aimed at decreasing carbon emissions. The 
EUR 10 billion Innovation Fund (IF) will receive capital 
from revenues of the EU Emissions Trading System. Risk 
sharing will be supported in large investment projects 
that implement climate goals innovatively in the sectors 
of renewable energy, carbon capture and storage, energy 
storage and energy intensive industries.
 The IF will provide funding to projects with total capital 
costs in excess of EUR 7.5 million. Support will also be 
available for operational costs. The Innovation Fund will 
support up to 60% of the additional capital and oper-
ational costs linked to innovation, for up to 10 years. 
Projects will be evaluated on the basis of effectiveness of 
greenhouse gas emissions avoidance, degree of innova-
tion, project viability and maturity, scalability and cost 
efficiency.

The forest industry considers the Innovation Fund to be a 
welcome addition. The instrument that accelerates invest-
ments in, demonstrations of and take-up of low-carbon tech-
nological innovations bridges a large gap in the European 
innovation funding system.

 Previously, the system has not, on the same scale, taken 
into account the needs of risk sharing related to the intro-
duction of new technologies, market trials and efforts aiming 
at commercial scaling. Many of the Innovation Fund’s core 
features act as efficient incentives for investment: support is 
granted for both capital investments and operational costs. 
The Innovation Fund supports large investment projects of 
leading companies in particular. An individual company may 
apply for support, and project-specific funding decisions are 
made for up to 10 years.

The Innovation Fund supports technological sectors of 

strategic significance for the forest industry, which will have 
positive impacts on the renewal of Finnish industry, and its 
long-term competitiveness in light of the evolving climate 
framework. From the forest industry’s viewpoint, it is impor-
tant that projects which apply for support from the IF would 
primarily be assessed on the basis of expected impacts, and 
access of various sectors to the application process would 
not be restricted at any stage, for example on the basis of 
strict industrial policy criteria.

FOR FURTHER INFORMATON, PLEASE CONTACT:  
Antti Tahvanainen

Innovation Fund: ec.europa.eu/clima/policies/innovati-on-fund_en

 Projects applying for 
support from the IF 
should primarily be 
assessed on the basis 
of expected impacts, 
not on the basis of strict 
industrial policy criteria.
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RESEARCH, DEVELOPMENT AND  
INNOVATION PRIORITIES

BIOECONOMY IS ABSENT 
FROM THE PRIORITIES 
OF THE GREEN DEAL
According to the Green Deal, 35% of the Horizon Europe 
programme’s budget will be allocated to climate-related 
projects. The EU emphasises support for the broad-
based introduction of new technologies and creation 
of cross-sectoral value chains. The forest industry finds 
the proposal commendable, but emphasises that the 
absence of the bioeconomy in the Green Deal vocabulary 
is contradictory with regards to the programme’s goals. 
This means that the position of the forest industry’s 
innovative development projects, and products replac-
ing fossil raw materials, remains unclear in innovation 
funding calls.

In support of the goals, the Green Deal proposes the harness-
ing of innovation partnerships and funding programmes, 
called missions, which are already planned to form part of 
the next Horizon Europe programme. In the implementation 
of missions and partnerships, the EU will emphasise coop-
eration between companies and the research sector. Growth 
companies and SMEs will be taken into consideration par-
ticularly in connection with the European Innovation Council.

 In addition to transport, battery technology, clean 
hydrogen, low-carbon steel and the built environment, the 
themes proposed for partnerships include circular bioecon-
omy, which offers good funding opportunities for the forest 
industry.

Finally, digital transformation is highlighted as a key 
theme relating to the RDI goals. In connection with the 
Green Deal, digital solutions are developed particularly in 
order to tackle climate challenges. Investments in digital 
infrastructure and AI are made to support better, data-based 
decision-making, to deepen systemic understanding of 

environmental phenomena and challenges, and to accelerate 
the ecological reform of economy. As a priority project, the 
EU intends to create an extremely detailed digital model of 
the Earth. In the early stages of the model’s development, 
digital twins of forests in Finland, Germany and Romania will 
be created. 

FOR FURTHER INFORMATION, PLEASE CONTACT:  
Antti Tahvanainen

 The position of the  
forest industry’s  
innovative development 
projects remains unclear 
in innovation funding 
calls.
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LOGISTICS AND TRANSPORT

REGULATION MUST  
NOT WEAKEN THE  
COST-EFFICIENCY AND 
SECURITY OF SUPPLY  
IN INDUSTRY
The main focus of EU regulation of logistics and transport 
will remain on reducing emissions. The forest industry 
considers it important that stricter targets will not weak-
en the cost efficiency and security of supply in forest 
industry logistics.

As part of the Green Deal, the Commission is preparing a 
proposal on a Strategy on Sustainable and Smart Mobility 
in 2020. The Commission’s aim is to move 75% of transports 
from roads to railways and inland waterways. For this pur-
pose, a proposal on increasing and managing rail and inland 
waterway transport capacity from 2021 can be expected.

The Commission’s intention is to have the environmental 
and health impacts of traffic and transport services reflected 
more in the prices of the services in question. The Commis-
sion will propose that emissions trading be expanded to 
cover maritime transport in summer 2021 and investigates 
the inclusion of road transport emissions in emissions trad-
ing. The impact assessment for maritime transport emis-
sions trading is being prepared. A further aim is to promote 
the pricing of road transport in the EU area, including road 
charges for heavy goods vehicles (possible revision of the 
Eurovignette Directive). Moreover, in connection with the re-
vision of the Energy Tax Directive in summer 2021, the aim is 
to assess eliminating the tax exemption of maritime transport 
and air traffic.

The aim is to support and accelerate the development 
of alternative driving powers and distribution infrastructure. 
The Commission intends to revise the Directive on alterna-

tive fuels infrastructure in 2021. In addition, the Commission 
intends to prepare a proposal on restricting internal com-
bustion engine vehicle emissions which affect air quality. No 
schedule has been decided for this proposal.

EU-level limit values for CO2 emissions of heavy goods 
vehicles entered into force in 2019. Limit values are in force 
for passenger vehicles and vans as well. According to the 
limit values applicable to vehicle manufacturers, the average 
emissions of heavy goods vehicles must in 2025 be 15 per 
cent lower than in 2019, and in 2030, 30 per cent lower. For 
2025, the emission limit is compulsory, but the achievement 
of the emission limit for 2030 will be reassessed in 2022.

From the forest industry’s viewpoint, the Commission’s 
intention to expand the emissions trading system at EU level 
to maritime transport and possibly road transport, too, is 
problematic. In maritime transport, the industry’s aim has 
been to achieve uniform regulations which would enter 
into force simultaneously in all sea areas worldwide, as well 
as a thorough impact assessment before the regulations 
become valid. The inclusion of road traffic in the emissions 
trading system within the EU is a more recent proposal. The 
impacts of the proposals on costs and competitiveness are 
not known.

Furthermore, the Commission’s categorical aim to move 
a certain part of road transport to railways is unrealistic and 
undesirable from the forest industry’s viewpoint, consider-
ing the industry’s transport chain and transport needs, the 
natural roles of transport modes, and the lack of compe-
tition in rail transport. As to pricing of transport, the forest 
industry’s aim is to retain Member States’ decision-making 
power of whether road charges for heavy goods vehicles will 
be introduced or not.

FOR FURTHER INFORMATION, PLEASE CONTACT: Outi Nietola
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MARITIME TRANSPORT

INTRODUCTION OF 
STRICTER INTERNATIONAL 
ENVIRONMENTAL 
REGULATIONS CONTINUES
The forest industry has stressed that no separate emis-
sion limitations applying only to the Baltic Sea or the EU 
area should be prepared and that the impacts of regula-
tions on trade and industry must be investigated before 
any decisions are made.

From 1 January 2020, the limit for maximum sulphur emis-
sions was reduced to 0.5% globally. In the Baltic Sea, the 
North Sea and the English Channel, the limit for maximum 
sulphur emissions was reduced to 0.1% as early as on 1 Janu-
ary 2015. Stricter regulation of nitrogen emissions from ships 
will enter into force in the Baltic Sea in 2021. The Commis-
sion is preparing a proposal on EU-wide maritime transport 
emissions trading in summer 2021.

The preliminary strategy of the International Maritime 
Organization (IMO) for reducing CO2 emissions in maritime 
transport was adopted in April 2018, and the aim is to adopt 
the final strategy in 2023. Since 2015, the MRV regulation on 
the monitoring, reporting and verification of carbon dioxide 
emissions from maritime transport, applicable to ships 
above 5,000 gross tonnage, has been in force in the EU area. 
The first emission measurements were performed on the 
emissions in 2018. The forest industry’s aim is to have conver-
gent global and EU level systems for reducing CO2 emissions. 
Measures for reducing maritime transport emissions were 
investigated by a working group preparing a roadmap for 
fossil-free transport, under the leadership of the Ministry of 
Transport and Communications, and the roadmap was com-
pleted at the end of the year 2020. The forest industry has 
considered it absolutely necessary that the various emissions 

 The systems for  
reducing CO2 
emissions must  
be globally  
convergent.

reduction measures’ impacts on costs and competitiveness 
be assessed before committing to the regulation.

FOR FURTHER INFORMATION, PLEASE CONTACT: Outi Nietola



25

FORESTS AND  
NATURAL RESOURCES

Tuomas Nirkkonen 
Manager, International and EU Forest Affairs  
tuomas.nirkkonen@forestindustries.fi 
+358 45 678 3097

Juha Palokangas  
Manager, Russian Affairs  

juha.palokangas@forestindustries.fi 
+358 400 991 467



26EU BIODIVERSITY STRATEGY

EU BIODIVERSITY STRATEGY

ALL PILLARS OF 
SUSTAINABILITY MUST BE 
TAKEN INTO ACCOUNT 

The European Commission published the updated EU 
Biodiversity Strategy in May 2020. The aim is to ensure 
the revival of biodiversity by 2050. The means listed in 
the Strategy include a considerable increase of protect-
ed areas and restoration of weakened ecosystems. The 
Strategy aims at including biodiversity as a cross-cutting 
theme in various policy sectors.

In the forest industry’s opinion, it is important to secure bio-
diversity and consider all three pillars of sustainability. The 
goals set in the European Union’s new Biodiversity Strategy 
for protection and restoration of nature are highly ambitious. 
Unfortunately, the strategy was prepared without a compre-
hensive assessment of its economic and social impacts, and 
it does not recognize the role of sustainable forest manage-
ment.

In the forest industry’s opinion, decisions on conserva-
tion, protection and restoration of forests must be made 
at the national level. The goals should be attained through 
measures chosen by the Member States, and taking the con-
ditions of the Member States into consideration. Instead of 
directly increasing the land-areas designated for protection 
and restoration, the practices already used in sustainable for-
est management to promote biodiversity must be taken into 
consideration. Protection must be targeted at critical sites.

The biodiversity strategy proposes strict protection of 
peatlands, primary and old-growth forests. No additional 
burden can be placed on Finland just because we have a vast 
amount of forests and peatlands in this country. It must be 
ensured that the measures listed in the Biodiversity Strategy 
do not threaten the use of wood by the forest industry or any 
future increase in the use of wood. Restrictions imposed on 

the use of wood would jeopardise both the current produc-
tion and future investments in circular bioeconomy.

The forest industry emphasises that forest policy is a mat-
ter for the Member States to decide at the national level. This 
must be reflected in the forest issues and definitions included 
in the strategy, such as the definitions of a primary and old-
growth forest, as well as in the guidelines on the so-called 
closer-to-nature-forestry.

In future actions, Finland must have a clear uniform view 
of the significance of forest industry as a driver of sustainable 
economy.

FOR FURTHER INFORMATION, PLEASE CONTACT: 
 Tuomas Nirkkonen

 Finland must have a 
clear uniform view 
of the significance of 
forest industry as a 
driver of sustainable 
economy.
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EU FOREST STRATEGY

THE ENTIRE VALUE CHAIN 
MUST BE COVERED

The EU Commission intends to update the EU Forest 
Strategy in early 2021. In the renewal of the Forest Strat-
egy, the forest industry emphasizes a comprehensive 
approach to the sustainable use of forests, taking the 
entire forest value chain into account. The strategy must 
focus on the solutions provided by sustainable forest 
management and wood-based products in combating 
climate change.

The EU has no common forest policy. Instead, Member States 
are mainly responsible for decisions on forests. The aim of 
the EU Forest Strategy valid until 2020 has been to promote 
the diverse and sustainable use of forests, and the signifi-
cance of the forest sector as a whole in promoting bioecon-
omy, growth and employment. The forest industry considers 
it important that the same objectives continue in the next 
strategic period.

In the forest industry’s opinion, strong links should be 
forged between the new Forest Strategy and the Bioeconomy 
Strategy for Europe, presented in 2018. Unfortunately, no role 
is envisaged for the Bioeconomy Strategy in the Commis-
sion’s Green Deal, as the aim is to link the Forest Strategy 
more closely only with the EU’s biodiversity and climate 
policies. Forests should not be regarded merely as carbon 
sinks and biodiversity oases. The positive impact of sustaina-
ble forest management in preventing forest damages should 
be recognised in the Forest Strategy. The EU must also play a 
key role in promoting the sustainable use of forests interna-
tionally.

FOR FURTHER INFORMATION, PLEASE CONTACT:  
Tuomas Nirkkonen

DEFORESTATION

FINNISH FOREST INDUSTRY’S 
WOOD PROCUREMENT DOES 
NOT CAUSE DEFORESTATION
Deforestation deteriorates global biodiversity. The Com-
mission aims to ensure that the production of products 
sold in the EU does not cause deforestation.

Globally, almost 80 per cent of deforestation is caused by 
the increasing production of commodities like soy, beef, 
palm oil, coffee and cocoa. The Commission prepared a 
communication on deforestation in 2019 and implemented a 
consultation on deforestation and the EU Timber Regulation 
in autumn 2020. In its work plan, the Commission says that a 
legislative proposal to prevent deforestation will be issued in 
summer 2021.

A ‘fitness check’ of the FLEGT legislation and the EU Tim-
ber Regulation are linked to the initiative on deforestation 
(see text of FLEGT policy and the Timber Regulation on pages 
28 and 29). The methods considered to prevent deforesta-
tion include the introduction of compulsory product labels, 
increased reporting obligations, and ensuring due diligence 
in supply chains.

The forest industry emphasises that forest industry com-
panies play an essential role in responsible and sustainable 
action. The Finnish forest industry’s wood procurement 
does not cause deforestation and the industry ensures the 
origin and lawfulness of timber. The EU Timber Regulation 
has worked well and there is no need to update it, with the 
exception of the product list. Alongside legislation, voluntary 
forest certification schemes verifying sustainability play a key 
role in preventing deforestation.

FOR FURTHER INFORMATION, PLEASE CONTACT:  
Tuomas Nirkkonen



28EU BIODIVERSITY STRATEGY

FLEGT

FOCUSING ACTIONS TO 
BETTER PREVENT ILLEGAL 
TRADE IN TIMBER
The EU FLEGT policy aims at reducing global illegal har-
vesting and trade in timber (FLEGT is an acronym for For-
est Law Enforcement, Governance and Trade in Timber). 
The EU Timber Regulation and the FLEGT licence system 
are the key elements of this policy. The Commission is 
currently reviewing both the FLEGT regulation and the 
Timber Regulation. The forest industry emphasises the 
role that FLEGT plays particularly in the development of 
third countries’ forest legislation and governance.

The EU FLEGT Action Plan focusses on the supervision of 
forest legislation, forest governance and trade in timber. 
The policy aims at reducing the illegal harvesting of timber 
by promoting sustainable forest management, developing 
governance and supporting trade in legally harvested timber 
and products made from it.

Of the seven measures set out in the Action Plan, sup-
porting timber-producing countries and promoting trade in 
legal timber have been most successful. The policy has pro-
moted the development of forest governance in several third 
countries that produce timber and established legislation 
requiring lawfulness in timber trade. Moreover, the FLEGT 
licence system has been established on its basis together 
with non-EU partnership countries (Voluntary Partnership 
Agreement, VPA).

The licencing system covers several countries but, for the 
time being, timber has only been imported into the EU area 
from Indonesia in compliance with the system. The FLEGT 
licencing system requires a Licencing Authority in Indonesia 
to issue a certificate, a FLEGT Licence, on the lawfulness of 
the timber and products, which the importer then presents 
when the goods are imported into the EU. This means that 
the importer does not need to perform the risk assessment 

required by the EU Timber Regulation (see the EU Timber 
Regulation, p. 29).

The Commission has prepared a detailed Action Plan for 
the FLEGT policy until 2022. The next update to the Action 
Plan can be expected after the Commission has proposed 
measures for preventing deforestation.

In producer countries, the aim is to further improve inclu-
sion of stakeholders and transparency of decision-making 
and to promote the development of governance. A further 
aim is to improve cooperation with large importer countries, 
including the United States, Australia and Japan in order to 
promote legal trade in timber and wood products.

The forest industry finds the more efficient implementa-
tion and clearer assessment of FLEGT policy important. The 
policy should continue to focus on developing forest legisla-
tion and governance as well as inventories in third countries. 
The efforts could be focused on a smaller entity than the 
current seven measures set out in the Action Plan.

FOR FURTHER INFORMATION, PLEASE CONTACT:  
Tuomas Nirkkonen

 The forest industry 
finds the more effi-
cient implementa-
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policy important.
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be ensured that decisions on potential penalties and sanc-
tions will continue to be made based on national premises.

FOR FURTHER INFORMATION, PLEASE CONTACT:  
Tuomas Nirkkonen

SUSTAINABILITY CRITERIA  
FOR FOREST BIOMASS

REVIEW MUST BE BASED ON 
RISK ASSESSMENT

The EU Renewable Energy Directive entered into force in 
December 2018. The forest industry emphasises that the 
current sustainability criteria for biomass must not be 
altered in connection with updating of the 2030 climate 
goals. The forest industry considers important a risk-
based approach to sustainability, whereby national and 
EU legislation currently in force are taken into account.

Sustainability in the production of renewable energy is one 
of the Directive’s key ideas. Specific sustainability criteria 
have been prepared for forest biomass and they are separate 
from agricultural biomass. The sustainability criteria of forest 
biomass cover not only liquid biofuels but also solid biofuels, 
and thus also the production of electricity and heat from 
biomass. Sustainability is defined on the basis of six criteria, 
taking into account the lawfulness of wood, forest regen-
eration, protection of forest ecosystems, soil quality and 
long-term maintenance of forest resources and monitoring of 
forest carbon sink development (LULUCF). The sustainability 
criteria apply to installations with a thermal input of at least 
20 megawatts.

The assessment of sustainability is based on a risk as-
sessment, taking the forest and environmental legislation of 
the country from which the biomass is sourced, and national 
level inventory methods into consideration. If sustainability 

TIMBER REGULATION

IMPORTANT INSTRUMENT 
IN COMBATING ILLEGALLY 
HARVESTED TIMBER 
The aim of the EU Timber Regulation is to prevent the 
placing and use on the EU market of illegally harvested 
timber and products derived from such timber. The Com-
mission will review the Timber Regulation in 2020–2021. 
The forest industry considers the Timber Regulation to 
be a key instrument in combating trade in illegal timber.

The aim of the EU Timber Regulation is to prevent the placing 
and use on the EU market of illegally harvested timber and 
products derived from such timber. The Regulation covers 
timber, round timber and wood products produced in the EU 
and in third countries. During autumn 2020, the Commission 
is implementing a consultation about the EU Timber Regula-
tion and deforestation. The European Parliament would like 
the Commission to integrate the Timber Regulation with the 
deforestation legislation to be proposed by the Commission 
in summer 2021.

Gaps in the product coverage of the Timber Regulation 
have caused debate. This was also pointed out when the 
Regulation was evaluated. For example, the list does not in-
clude printed products, wooden chairs and kitchen utensils, 
placing products made in the EU, and those imported from 
third countries, in an unequal position. The potential expan-
sion of product coverage is included in the Timber Regula-
tion’s Fitness check, which is underway. The forest industry 
supports expanding the regulation to cover a larger number 
of products, as this would promote equal competition be-
tween products made in Europe and products imported from 
third countries.

The forest industry considers the Timber Regulation to be 
an efficient instrument in combating trade in illegal timber 
and emphasises the uniform actions of supervisory authori-
ties to ensure equal competition. On the other hand, it must 
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cannot be proven at the national level, the assessment must 
be done on the sourcing area level.

Voluntary market-based certification systems, provided 
that they meet the requirements set by the Commission, can 
be utilised in this assessment. If the energy is produced from 
forest industry residue or waste, verification of the sustaina-
bility of the forest origin is not required. However, sufficient 
reduction of greenhouse gas emissions in relation to fossil 
fuels applies to all production of forest-based bioenergy.

Member States must include the amendments required 
in the Directive in their national legislation so that the 
provisions enter into force no later than on 30 June 2021. Re-
viewing the Directive would, in practical terms, mean that not 
much experience could be collected from the practices that 
enter into force in 2021 for the purposes of the new legislative 
process.

FOR FURTHER INFORMATION, PLEASE CONTACT:  
Tuomas Nirkkonen 
ec.europa.eu/energy/en 

PLANT HEALTH LEGISLATION

SPREAD OF HARMFUL PESTS 
MUST BE PREVENTED

Application of new legislation protecting plant health 
in the EU, and its official supervision, began mainly in 
December 2019. The forest industry considers it impor-
tant that the health of Finnish forests is ensured in order 
to secure the sourcing of high-quality raw material. 
Potential restrictions on import and trade must be based 
on risks clearly indicated by the authorities. Legislation 
must not set barriers to trade or increase unnecessary 
bureaucracy within the EU, or when plant-based prod-
ucts are imported into the EU from third countries.

Common EU legislation on plant health aims at preventing 
the introduction of harmful plant pests into the EU, and their 
further spread within the EU.

The legislation sets requirements and restrictions on 
importing plants and plant products from outside the EU and 
also, for example, on the sale of plants. With regard to forests, 
the requirements apply to seeds and seedlings of forest trees, 
timber and wooden packaging materials.

The EU’s plant health legislation underwent a major 
reform process. The regulations on new protection measures 
against plant pests, and official supervision, are now in force.

The plant pests covered by EU regulations are non-native 
species, grouped on the basis of their degree of harmfulness. 
The new Regulation identifies pests with the most severe 
potential impacts, so-called ‘priority pests’. They are subject 
to surveys, reporting contingency plans and simulation 
exercises of emergency measures at the Member State level. 
Forest pests on the list of priority pests include the pine wood 
nematode, Asian long-horned beetle and the Chinese long-
horn beetle. Member States must implement the first priority 
pest surveys in 2020.

The new legislation aims at interfering with plant pests 
posing a threat to the EU at an earlier stage and with a risk-
based approach. Special surveillance applies to new import 
routes or countries and plants and plant-based products 
which may cause risks to plant health which are currently 
unknown.

FOR FURTHER INFORMATION, PLEASE CONTACT:  
Tuomas Nirkkonen, Juha Palokangas 
ec.europa.eu/food/plant_en
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COMMON AGRICULTURAL POLICY

AGRICULTURAL POLICY MUST 
FACILITATE A WIDE RANGE 
OF FOREST MANAGEMENT 
PRACTICES
The framework of the European Union’s Common Ag-
ricultural Policy (CAP) remains in force for seven years 
at a time. In June 2018, the Commission presented a 
proposal for the new policy framework for 2021–2027. 
Due to the uncertainty caused by the negotiations on 
the European Union’s multiannual financial framework 
(MFF), a two-year transition period (2021–2022) has been 
agreed for the CAP. Agricultural policy includes measures 
related to forests.
The forest industry considers it important that the CAP 
will continue to facilitate a broad range of forest manage-
ment measures, not environmental measures only.

The new period of the Common Agricultural Policy is 
planned to begin on 1 January 2023. A two-year transition 
period seems to be necessary, as it looks like the Council and 
Parliament will reach political agreement, and after that, the 
Member States will finalise their CAP plans only in 2021, and 
update national legislation and systems.

Even though the EU has no common forest policy, several 
different EU policies steer the use of forests. The European 
Union’s CAP is one of these policies. Measures related to 
forest are part of the rural development policy (second pillar 
of the CAP), but in future, the aid under pillars I and II will be 
implemented under one national strategic plan.

At the national level, the aim has been for the rules to 
match, whether the measure is implemented as part of CAP, 
or as a national state aid measure. CAP steers the guidelines 
for state aid to the agriculture and forestry sector and rural 
areas. In Finland, these guidelines are applied to forest-
ry mainly through the implementation of the Act on the 

Financing of Sustainable Forestry. The aid based on the Act 
on the Financing of Sustainable Forestry is entirely based on 
national public funding.

The forest industry emphasises the key role of the forest 
sector in creating employment and growth in rural areas. 
Moreover, wood-based products offer several climate and 
environment friendly solutions which contribute to the future 
development of rural areas. The forest industry considers 
it important that the CAP will continue to facilitate a broad 
range of forest management measures, not environmental 
measures only. Furthermore, state aid rules should be less 
strict than before, in line with the CAP regulations, and leave 
room for consideration of national circumstances.

FOR FURTHER INFORMATION, PLEASE CONTACT:  
Tuomas Nirkkonen
ec.europa.eu/info/food-farming-fisheries/key-policies/com-mon-ag-
ricultural-policy_en

 Several different EU 
policies steer the 
use of forests.
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ZERO POLLUTION ACTION PLAN

AIMING AT A TOXIC-FREE 
ENVIRONMENT

To address the challenges of creating a toxic-free 
environment, the Commission intends to adopt, in the 
second quarter of 2021, a zero pollution action plan 
to protect for water, air and soil. In October 2020, the 
European Commission adopted the chemicals strategy 
for sustainability. The strategy is the first step towards 
a zero pollution ambition for a toxic-free environment 
announced in the European Green Deal.

In the forest industry’s opinion, it is good that emissions are 
assessed purposefully as a whole and the regulation con-
cerning them is reviewed in a more systematic manner than 
before. It is important, however, to regard zero emissions 
rather as a vision than a goal, because zero emissions are 
impossible in practice. Considerable efforts have been made 
to reduce industrial emissions in recent years. It is welcomed 
that other sources of emissions are investigated as well. With 
regard to water resources, the Commission is planning meas-
ures on, for example, stormwater and pharmaceuticals.

To improve air quality and help local authorities, the 
Commission proposes measures related to monitoring, air 
quality plans and air quality standards.

The forest industry supports the simplification of the 
legal framework for chemicals, and higher transparency in 
measures concerning chemicals, and the safer and more 
sustainable use of chemicals. It is important that decisions 
on chemicals are based on risk assessments.

FOR FURTHER INFORMATION, PLEASE CONTACT:  
Fredrik Blomfelt

INDUSTRIAL EMISSIONS DIRECTIVE

OVERLAPPING LEGISLATION 
MUST BE AVOIDED IN THE 
UPDATES
The evaluation of the Industrial Emissions Directive was 
completed in September 2020. The Green Deal includes 
the proposal that, in 2021, the Commission will review 
measures to address pollution from large industrial in-
stallations. The Commission’s proposal for the Directive 
is expected by the end of 2021.

Emissions from industry to air and water are regulated under 
the Industrial Emissions Directive and sector-specific BAT 
conclusions which define the best available techniques. The 
evaluation of the Industrial Emissions Directive included an 
assessment of the preparation process of BAT documents. 
The evaluation indicated that the Industrial Emissions 
Directive has played an important role in reducing emission 
of pollutants from industry, especially to air, but has made 
a more limited contribution to decarbonisation and the 
circular economy. The governance model of the Industrial 
Emissions Directive, including the preparation process of 
BAT documents, has been a success and it is regarded as a 
key EU legislative instrument. The evaluation also included 
development proposals relating to the directive’s scope, key 
provisions, process transparency and the interested parties’ 
and stakeholders’ opportunities to influence.

The Industrial Emissions Directive and sector-specific 
BAT conclusions have resulted in a considerable reduction 
of industrial emissions. Emissions have been reduced greatly 
even before that. For example, the forest industry in Finland 
has reduced its nutrient emissions per tonne of output by 
58%, and particulate emissions per tonne of output by 88% 
since 1992. It is important that the cost impacts of emission 
reduction measures are reasonable in relation to environ-
mental benefits.

According to the Green Deal, the review to address pollu-
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tion from large industrial installations will look at the sectoral 
scope of the legislation and at how to make it fully consistent 
with climate, energy and circular economy policies. Making 
legislation consistent and interfaces more fluent between 
various regulations is welcomed, but the forest industry 
wants to avoid the creation of overlapping legislation. It 
should be noted that greenhouse gas emissions, climate 
impacts and circular economy are already included in other 
legislation. Moreover, energy and waste issues are already 
reviewed in sector-specific BAT documents.

The purpose of the environmental permit procedure is to 
prevent local pollution caused by operations. In the forest in-
dustry’s view, this basic principle should not be changed. The 
forest industry’s environmental permits have recently been 
updated based on the BAT conclusions, which were updated 
a few years ago. The revision of the Industrial Emissions Di-
rective, should aim at its consistent implementation and the 
development of the process of preparing BAT documents. 
Local flexibility, that is, plant-specific consideration in the 
environmental permit procedure, must not be abandoned.

FOR FURTHER INFORMATION, PLEASE CONTACT:  
Fredrik Blomfelt

CIRCULAR ECONOMY ACTION PLAN

COMMISSION MUST 
EMPHASISE THE DIVERSE 
POTENTIAL OF WOOD RAW 
MATERIAL
The Commission published the Circular Economy Action Plan 
in March 2020.

In the forest industry’s opinion, the plan should empha-
sise, like the previous Commission’s climate vision, A Clean 
Planet For All 2018, the potential of wood as raw material for 
a wide range of industrial purposes and products.

So far, in promoting the circular economy, the Commis-
sion has focussed mainly on the viewpoint of waste collec-
tion, sorting and recycling. The substitution of materials, 
that is, replacing products made from non-renewable raw 
materials with ones made from renewable materials, has not 
been regarded as part of the solution.

In particular, bio-based fibres, textiles, composites, 
plastics, energy and construction should be regarded as part 
of the circular economy solution. Regulation should promote 
the use of these alongside recycling.

In various contexts, the Commission has also considered 
the obligation to use recycled and other secondary raw ma-
terials in products. Such obligations are ill-suited to the use 
of renewable raw materials. Particularly the collection and 
recycling of fibre-based products function fairly well already 
at present, and this has resulted in a very high share of recy-
cled fibre at the European level. The system cannot, however, 
function without Nordic production based on virgin fibre. Po-
tential obligations to use recycled fibre would not bring the 
desired added value, but would change raw material flows by 
making them more inefficient than at present.

Preventing the generation of waste and improving materi-
al efficiency lie at the core of the forest industry’s operations. 
Only a few per mille of the raw materials used by the forest 
industry in Finland end up in landfills. As a whole, the forest 
industry utilises natural resources efficiently and sparingly, 
minimises the environmental load of production, and recy-
cles effectively.

It is important that any objectives to prevent the  
generation of waste are fulfilled by improving self-motivated 
material efficiency and actions, not by preventing economic 
activity. Compulsory regulation often leads to a worse result.

The products, including information provided about 
them and how this information is regulated, play an impor-
tant role under the circular economy and the action plan. 
However, there is a risk related to the complexity of the 
framework and systems used. To achieve genuine change 
and impacts via products, the systems should be sufficiently 
simple and unambiguous also for the businesses.

FOR FURTHER INFORMATION, PLEASE CONTACT: Aaron Vuola
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SINGLE-USE PLASTICS DIRECTIVE  
(THE SUP DIRECTIVE)

FOREST INDUSTRY 
MATERIALS AND PRODUCTS 
MUST BE RECOGNISED 
AS ENVIRONMENTALLY 
SUSTAINABLE SOLUTIONS 
THAT CAN REPLACE PLASTICS

The Directive aiming at the reduction of single-use 
plastic products, known as the SUP Directive (Single-Use 
Plastics), will enter into force in July 2021. The Directive 
will impose restrictions of varying degree also on prod-
ucts made from forest industry materials. According to 
the draft implementing guidelines for the Directive, pa-
perboard cups and take-away food packaging, containing 
only small amounts of plastic, are fully comparable with 
all-plastic products and thus are likely to be included 
within the scope of the Directive. This means, for exam-
ple, that their use must be reduced at the national level, 
and be marked with a label stating that they contain 
plastic. The forest industry has sought to provide the 
Commission with practical solutions to prevent the in-
dustry’s products, made from materials that can replace 
plastics, being included within the scope of the Directive.

The Commission is finalising the guideline for the Directive, 
including on how plastics and SUP products will be defined. 
The guideline will be extremely strict. Not only will bio-based 
plastics be equalled with traditional plastics, but other 
products, made from modified natural polymers, will also be 
included within the scope of the Directive, with the exception, 
however, of traditional pulp-based paper and paperboard 
products which include no plastics at all. In practice, this 
means that regardless of the technology used, the Directive 
will apply to all laminated and coated paperboard products, 

whose liquid- or greaseproofness has been improved (so-
called barrier solutions). Owing to that, various requirements 
specified in the Directive will apply to them.

The forest industry has sought to influence the contents 
of the Directive’s guidelines so that paperboard-based 
products containing only small amount of plastics, which 
are made from renewable materials, are recyclable and envi-
ronmentally friendly, would be excluded from the Directive. 
Several EU initiatives, including the new Circular Economy 
Action Plan and the SUP Directive, promote the replacement 
of materials and products made from fossil-based or non-re-
newable raw materials, and encourage recycling and circular 
economy. In the forest industry’s opinion, it is a paradox that 
already existing, sustainable solutions do not receive favoura-
ble treatment and recognition they deserve. 

The risk is imminent of the forest industry’s and its part-
ners’ investments in product development and innovations 
being in vain. An example of this is the dispersion technology 
for waterproofing and greaseproofing paperboard products, 
which still allows their recycling as usual with paperboard. If 
the preparation of the SUP Directive guidelines is completed 
under strict political guidance, the restrictions of the Directive 
will apply also to this type of modern, pro-environmental 
solutions. Regardless of the intended impact, the further risk 
exists of plastics being used even more in products, in order 
to make them “non-single-use”. Correspondingly, the portion 
sizes of packaging will increase, as will so-called multipacks, 
to avoid the single-use criterion defined in the Directive.

In the forest industry’s opinion, the favourable objec-
tives of the Directive could still be attained by allowing a 
low threshold value for the amount of plastic contained in a 
product, which would exclude the product from the scope 
of the Directive, and it would not be equated with products 
made fully from plastic. This would ensure the considerable 
absolute reduction in the amount of plastic, without jeopard-
ising food safety and hygiene, and the continuous innovation 
and product development in the forest industry.

FOR FURTHER INFORMATION, PLEASE CONTACT: Aaron Vuola
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