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Prologue

This report describes progress made towards sustainable development in Finland
over the last two decades, and presents problem areas and future challenges of
sustainable development. The findings are based on the Evaluation Report of the
Finnish Government’s programme for sustainable development.

The Finnish Government’s programme for sustainable development was
launched in 1998, and it is to be implemented by the ministries and other public
bodies. At the request of the Finnish National Commission on Sustainable
Development (FNCSD), several other parties also drafted similar programmes of
their own, namely, the Central Union of Agricultural Producers and Forest Owners
(MTK), the Confederation of Finnish Industry and Employers (TT), the Federation of
Finnish Commerce and Trade, the Association of Finnish Local and Regional
Authorities, the S&mi parliament in Finland, and nine national non-governmental
organisations represented by the Finnish Association for Nature Conservation. These
organisations also took part in the evaluation of the Government’s programme for
sustainable development.

The programme section of the FNCSD directed the evaluation, and Mr. Pekka
Patosaari acted as an external expert and compiled the evaluation report. The
evaluationisbased onreportsand self-evaluations by the ministriesand other parties,
supplemented on the basis of commentsfrom elsewhere. The reportisthefinal result
of atwo-year process, and it was handed over to the FNCSD on 4 December 2002.
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Progress in key theme areas

The principlesof sustainable developmenthave been widely adoptedinFinland as
a basis for central government policies, local government administration and
commercial activity. Social, economicand ecological responsibility are recognised as
principlestobestrivenforindecision-making. Agood indicator of Finland’s success
inthisrespectisthe country’stop rankinginanevaluation carried out by the World
Economic Forum of economic competitiveness and environmental sustainability.
Under this evaluation, countries are ranked according to their economic
competitiveness, and then allocated index points according to their environmental
sustainability. The comparison also clearly shows that competitiveness and

environmental protection can be mutually supportive.
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Environmental protection and competitiveness.

This evaluation report examines problems and progress related to sustainable
development under eleven key themes chosen on the basis of international and

national sustainable developmentpolicies:
= The state of the national economy

= Employment, productionand competitiveness

= Environmental pollution

e Theuseand conservation of natural resources

= Transportand mobility

= Regionaland community structure
= Healthand security

= Fullcitizenship

= Innovationand education

= Corporatesocial responsibility

= Jointresponsibility
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Indicators have been selected for each theme area to reflect the most significant
changes with regard to sustainable development. These indicators were chosen on
the basisofwide-ranging discussions, and Statistics Finland were responsible for the
compilation and presentation of the data concerned. These indicators are not
necessarily the bestsingle measures for describing sustainable developmentinany
onesector ortheme, however. Sectoral indicators are often much more detailed and
varied than the indicators selected here, which present a broader cross-sectional
analysis of the state of sustainable development, and are intended to help with the
constructive assessment of the mostimportant problemareasand challengesineach
theme area.

1.1 The state of the national economy

The sustainability of national economies is measured through a range of variables
describing economic sustainability in terms of the stability of the economy, including
measures of economic growth or competitiveness. From the point of view of material
wellbeing, gross domestic product (GDP) and personal disposable income are both
important indicators. But there are as yet no generally accepted international
recommendationsaboutdeveloping “environmentally-adjusted” macro-economic
indicatorsthatwould also account for damage to the environmentand the depletion
of natural resources.

One key feature of asustainable economy is that the environmental and public
healthimpacts of growth should be incorporated in prices, with economicinstruments
supporting sustainable development. Finland is well established among the leading
countries where the development of economic instruments for environmental
protectionisconcerned.

It could justifiably be claimed that the best single indicator for assessing the
overall impact of government measures on sustainable development is the carbon
intensity of the national economy, as measured by carbon dioxide emissions per unit
of GDP. Inthe long term, the trend for thisindicatoris declining in Finland, reflecting
bothadecrease inthe energy intensity of the national economy (energy comsumption/
GDP), and areduction in the proportion of energy generated from fossil fuels.

Carbon intensity of the Finnish economy 1970 - 2001 (g CO,/GDP, 1995 EUR)

900

800 \/A\/’\/\\
700 \\\
600 SN

_ 4/“\a,/\\\\\~‘

500
400
300
200
100

0 T T T T T T T T T T T T T T T
1970 1972 1974 1976 1978 1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000

& Fandeshas
7

Ministry Of the ENVIFONMENT o & & & o o o o o o o o o o o o o o o o o o s o s o o o s s s e o 0 e o 00 oeosasceace



The public sector and its efficiency play a key role in building up national
competitiveness. Aconsiderableriseinthe productivity of labour in Finland during
the 1990s has not led to any improvement in the prerequisites for the production of
services. Thisincrease in productivity has together with certain fiscal policies led to
structural changes inincomes from employmentand capital investment, as well as
inthesalaries, profitsand dividends paid outby companies. This hasinturn narrowed
thefinancial base for spending on publicservices. Incombination with the increased
subsidisation of private service providers, the declining quality of basic local authority
services has weakened the competitiveness of publicservices.

Foreign national debtwith interesthasshrunk very rapidly in Finland. Foreign
debt peaked in 1993, but a steep decline means that this may soon turn into net
foreigncreditforthe firsttime in the history of Finland. There was a clear downturn
in the foreign debt accounted for by the public sector in the mid-1990s.
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Government debt and foreign national debt with interest.

Therapidageing of the population hasa profound impact on labour marketsand
public finances. Demographic forecasts indicate that the working population will
begintoshrinkoverthe nextfewyears. Meanwhile, the number of people of retirement
ageorinearlyretirementschemesisturning upwards, leading to increasing outlay
on pensions. Theageing of the populationwill also become visible over time inrising
public spending on health and care. Sustainable economic growth is dependent on
the efficient use of current labour reserves.

1.2 Employment, production and competitiveness

Unemploymentis Finland’smostserious economic problem. The consequentsocial
instability mostseriously affects young people entering the labour marketand workers
approaching retirementage. Temporary and part-time employment contracts have
become morewidespread, although by international standards part-time employment
isstill relatively uncommon in Finland.
Unemploymenthasdeclinedsinceapeakin 1994, butisstill well above the low
levelsof the late 1980s. Industrial productivity has increased steadily since 1980, but
thistrend seemsto bear little relation to unemployment trends. The recession of the
early 1990s has evidently left an in-built legacy of considerable long-term
unemployment. Youth unemploymenthas diminished markedly during the last few
years, though. Since employment policies were overhauled, all unemployed job

o.............................................TheFinnishEnvironment645



applicants under 25 years of age are given assistance in preparing an employment
plan.

Employmenttrendsare similarinthe private and public sectors. Inrecentyears
the demand for labour has primarily focused on young people who have received a
modern education, and possess the new skillsneeded in the information society. But
it is still estimated that some 15,000 — 20,000 young people under 25 years old in
Finland are at risk of exclusion; and traditional labour policy measures have failed
to help this group. Socio-economic inequalities are also evident in regional
employmenttrends. There has only been limited progress in creating new jobs and
improvingemployment prospectsaround the various regions of Finland.
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Industrial productivity and unemployment.

Productionand employmentstructuresare changing rapidly. The share of primary
productionisdecreasing, while there iscorrespondingly pronounced growth in the
servicessector, which currently accounts forabout 50 per cent of household spending.
Manufacturing production in Finland has grown by 130 per cent over the last 20
years, while the number of hours worked in the manufacturing sector has fallen by
25 per cent.
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Consumer spending on services.
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The maintenance, servicing and repairing of productsisasignificantelement of
the dematerialisation of the economy, and is linked to growth in the services sector.
Oneprobleminthisrespectisthe heavy burden of taxation on servicescompared to
taxation levels on the use of non-renewable natural resources, for instance.

The adoption by industry of the concepts of eco-efficiency and sustainable
developmenthasimproved eco-competitiveness. For their full integrationin practice,
know-how must be further increased, and “leading edge” projects must be further
supported. Product life-cycle thinking has not yet become an integral part of
productionand productinformation.

The main areas of product policy where improvements can be made are:

= environmental communications, including eco-labelling

= increasing environmental awareness and know-how at every stage of the
productionchain

= pricemechanismsandeconomic policy instruments

= legislationand productstandards

= publicsector projects

= thedevelopmentofgreen productsand services

1.3 Environmental pollution

Finland’s national climate strategy is being implemented to curb climate change and
meetcommitments made under the Kyoto climate protocol. The measures withinthe
national climate strategy have been designed to achieve the necessary reductionsin
greenhouse gasemissions by 2008-2012.

Greenhouse gasemissionsin Finland have remained atthe same levelsasinthe
early 1980s, but the loads of pollutants that cause eutrophication and acidification
have been cut. Where eutrophicationisconcerned, nutrientdischargesentering water
bodies from pointsources have been reduced drastically, while acidifying emissions
have been cut by more than 50 per cent.
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Environmental loads and GDP.
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Energy consumption has been successfully reduced through agreements on
energy savingswith industrial companies. Aspecial programme promoting the use
of renewable energy has led to considerable investments and other measures to
promote more efficient production and the increased use of low-emission energy
sources. Finland has led the way in combined heatand power generationand the use
of bio-fuels, further increasing the eco-efficiency of energy production. In the forest
industriessector in particular, industrial plants’ ownwood-based residuals are widely
used as bio-fuels.

Environmental pollutantloads have declined considerably, in spite of economic
growth. Improvements in waste water treatment and water-saving technologies
have led to considerable reductions in discharges of particulate matter and organic
pollutants into water bodies, as well as clear improvements in acidification and
eutrophication. Reductions in the nutrient loads entering water bodies from point
sources have meanwhileresulted invisible improvements in water quality ininland
waters. Diffuse sources of nutrient pollutants remain a problem, however.

Pollutionis aserious problem in the Baltic Sea. The most significant sources of
pollutionare farmland, settlementsand industrial plantsin the countriesaround the
Baltic Sea. Internationally funded waste water treatment improvement projects with
Finlandasadonor orinitiator have started, and insome cases already been completed,
in Russia and Estonia. The Helsinki Convention on the protection of the marine
environmentobligescontracting countriesto cut pollutantdischargesfromall sources,
and to protect marine ecosystems and preserve biodiversity.

Theimport,exportand use of ozone-depleting substances have declined rapidly
due to legal limitations and bans on the usage of the most dangerous substances.
Emissions of mercury and heavy metals have declined considerably. There have also
beensignificantchangesinthe use of pesticides. The most hazardous pesticides have
been abandoned altogether, and the total amount of pesticides sold has shrunk by
more than 50 per cent over the last 12 years.

Duringthe 1990s the quantities of waste generated by industriesand households
grew rapidly, although slower than economic growth. Theamount of waste generated
per unit of production has clearly declined, and there have been improvementsin
waste management. Changes in the classification of waste now mean that wastes
linkedtoindustries’ suppliesofenergy and water are now classified asbeing generated
by the industry concerned. In recent years quality standards have improved for the
treatment of waste at landfill sites. Hazardous wastes produced in developing
countries are treated in Finland under the United Nations’ authority.

The primary aim of Finland’s Waste Act is to prevent the generation of waste.
According to research conducted by the Finnish Environment Institute (SYKE),
Finland’s current waste policies have so far mainly focused on waste recovery and
on the treatment of waste hazardous to health and to the environment, whereas
progress in the prevention of waste generation has been more modest.

1.4 The use and conservation of natural resources

Energy consumptionand the total consumption of natural resources increased during
the late 1990s, although their growth rates were slower than the increase in GDP. The
total use of natural resources includes all the raw materials economically exploited
in Finland, whether they are extracted in Finland or imported from abroad, as well
as any hidden flows, that is, the amounts of other materials that are removed from
the natural environment to obtain the desired natural resources.
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Natural resource and energy consumption compared to GDP

Thesustainable use of natural resources involves using non-renewable resources
sparingly,and using renewable resourcesin their place whenever possible. Renewable
natural resources must be used within the limits of their productive capacity. The
long-term decoupling from economic growth of emission levelsand the consumption
of energy, natural resources and other materials isabasic prerequisite for sustainable
development.

Although some decoupling has occurred in Finland, it must be noted that the
consumptionof natural resources hasstill increased in absolute terms. In fact, Finland
hasthe dubiousdistinction ofaleading positionamong the industrialised countries
interms of rates of natural resource use per capitaor per unitof GDP. The total annual
consumption of natural resources in the Finnish economy today amounts to more
than 90 tonnes per capita. Between 1970 and 1997 this figure rose by almost 40 per
cent. Justover half of this total resource use consists of hidden resource flows. About
half ofthe natural resources concerned originate from Finland, but the proportion of
resourcesofforeignoriginused inbuilding up the Finnisheconomy has beenincreasing
slowly but steadily. About afifth ofall the resourcesinvolved are of biotic origin,and
thusrenewable. This proportionisquite large when compared to the same figure for
otherindustrialised countries. About 18 per cent of all material resource use isrelated
toenergy production.

Eversincetheearly 1970s, more timber has grown each year in Finland’s forests
than has been harvested, so timber reserves have been steadily increasing to record
levels. The most recentinventory, carried outin 2001, revealed that Finland’s forests
contain more than 2,000 million cubic metres of wood.
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Growing stock increment and drain in Finland’s forests.

Thetotal area of nature reserves and protected forests in Finland has increased
considerably since 1980. Some 1,762,000 hectares of forest is under strict protection,
amountingto 7.6 per centofall the country’s forests—one of the highest proportions
in Europe. Thanks to the designation of new nature reserves and wilderness areas,
theincreased protection of valuable habitats under the Forest Act,and other land use
controls, the total area now set aside for nature conservation is more than five times
larger than in the early 1980s. The range of policy instruments available for
implementing nature conservation programmes was greatly increased when new
nature conservation and forest legislation came into force in 1997.

Evensuchanextensive network of protected areas is notalone enoughtoensure
that all the valuable natural features of Finland’s forests are preserved. Most of the
protected forestsare in Northern Finland. Thisgives a key role to conservation and
funding measures that focus on opportunities to preserve valuable habitats and
designate new areas for protection in the more commercially managed forests of the
south.

Preservingbiodiversity isone of the mostimportant goals of nature conservation.
A greater proportion of all species than ever before are under threat. There are
indications that in spite of the adoption of more natural and sustainable forestry
methods, forestry practices mustgive still more detailed special consideration to the
needsofthreatened species. More speciesare still becoming threatened, particularly
in farmland habits.

Organic farming has become much more widespread, with total production
now more than twenty times higher than justadecade ago. Around 7 per cent of the
total area of cultivated land in Finland is already used for organic farming. Many
consumers these days demand produce grown without chemical pesticides or
fertilisers. Large-scale organic farming is good for Finland’s balance of payments,
and also contributes towards rational employment and regional policies.

Fishstocksin Finnish watersare intensively exploited by commercial fisheries.
Fishing quotasand fishing seasons have been cutinrecentyearsinattemptsto prevent
over-fishing.

1.5 Transportand mobility

Thereare more thantwo million private carsin Finland,and theirnumberisincreasing.
The proportion of car trips unrelated to work also shows an increase, in relation to
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all private carjourneys. The national car fleetisamong the oldest in western Europe.
Newer carstend tobe more noise-free and produce lower emissionsthan lessadvanced
models,and the modern fuelsthey run onare also more environmentally friendly. By
international standards, there is no serious traffic congestion in Finland.

In Finland’s larger built-up areas public transport is very well organised, and
increasingly free of obstacles that could deter users with mobility problems. The
popularity of publictransportin the Helsinki Metropolitan Areaisquite highaccording
tointernational comparisonson urban transportmodes. The city of Ouluinnorthern
Finland isagood example of an urban areawith an efficientand well-used network
of cycleroutes.

Finland hasdonewellaccording to thefirst of the European Union’stwo indicators
on transportation: the proportion of goods traffic transported by rail. But public
transporthasdeclined noticeably inrelationto all passenger transport. The use ofthe
different goods transportation modes reflects Finland’s industrial structure, since
the products of primary industries are largely transported by rail. Increasing road
transportation isaproblem atthe EU level. Butin Finland, too, the centralisation of
trade and the changing logistical structure of production and distribution chainsare
increasing the need for transportation.
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Proportion of passenger journeys using public transport and the proportion of goods tran-
sported by rail.

The cost of fuel has generally not risen very steeply since 1980, although there
have been considerable increases over the last few years. Public transport fares, on
the other hand, haverisenso rapidly thatitis now more cost-efficient for two people
to use a car than to travel by public transport. But arise in the price of petrol could
have negative impacts on regional and social policies. State subsidies for bus
transportationarerelatively lowin Finland (20%) comparedto levelsin other countries
such as Italy (80%).
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Traffic accident figures are an indicator of how well traffic and road safety are
organised. Fatalities in road accidents declined until the mid-1990s, but have not
decreased since then. Therearearound 7,000 trafficaccidentsayear in Finland, with
about 400 deaths yearly.

Theamounts of particlesin vehicle emissions declined steeply during the 1990s,
although for some types of particles (e.g. inhalable particles) the time-series of
measurementsisstilltooshortforclear trendsto be defined. Nevertheless, new noise
andair guidelinesare quite commonly exceeded in urban areas, particularly where
particulate impuritiesare concerned, butalso for nitrogen dioxide. The limitvalues
stipulated in EU directives are not exceeded, however.

The total length of cycle paths in Finland increased fourfold over the period
assessed.
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1.6 Regional and community structure

MigrationtrendswithinFinland inrecent decades have beenclearly directed towards
certain growth centres, namely Helsinki and a few other large university towns.
Fewer municipalities show anet population increase than inthe 1970s. Meanwhile,
rural populations have declined considerably, and the populations of other urban
areas have remained more or less stable. These trends further worsen the prospects
formunicipalities suffering from depopulation, where the number of workplacesin
the agricultural sector is falling rapidly, and the average age of the population is
rising, reducing the usage and viability of infrastructure and services. Signs of an
easing off in the levels of migration have recently begun to appear, however.
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Population trends in Finland.

Although the population has become increasingly concentrated in large urban
areas, population densities within these urban areas have actually declined, as
housing developmentshave spread over ever wider areas. Over the last twenty years
thelength ofthe average journey towork hasincreased from around five kilometres
in 1980 to almost nine kilometres.
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Average length and duration of journeys to work.

Accordingtothe principlesofeconomically, ecologically, socially and culturally
sustainable development, importantgoalsinclude:
= thediversification of employmentand the economic base in declining regions
= theexploitation of existing infrastructure in declining areas and urban growth
centres

= reducingthe need for transportation
= making built-up areas more compact through in-fill construction, while also
improving the quality of life

Thecentralisation of the regional structure and urban sprawl are both problematic
trendsintermsofsustainable development. Excessively rapid centralisation has led
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tounreasonablerisesin housing costs in growth centres, and increased the need for
public services infrastructure, while in areas with declining populations other
problemsare increasing, and publicinfrastructures are not fully utilised.

1.7 Health and security

The ability of the individual to participate fully in society can be an even more
significant factor than health in the quality of life. The opportunities for the elderly
and the disabled in this respect have improved to some extent, as various helpful
means of communication, mobility aids, personalised services and suitable housing
have become more widely available.

Recentgenerations have in general been healthier than their predecessors, partly
because they have enjoyed a healthier and materially wealthier childhood. General
improvements in living conditions reduced the risk of mortality for Finnish men
aged 50 into the mid-1990s, and since then this age-specific mortality rate has been
roughly stable. Differences between social groupsin health are exceptionally largein
Finland, and these differentials have not been reduced as was hoped. The
determinative significance of social status seems even to have increased.
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Mortality rates for 50-year-old men.

Lifestyle diseases have notsignificantly declined among the Finnish population,
and remain a key problem for the future. Obesity increases the prevalence of blood
circulation disorders, adult diabetes and problems with joints. Obesity is a much
more common problem in Finland than in the other Nordic countries, and is more
widespread among men thanamongwomen.

There were rises in the treatment of alcohol-related ilinesses and drug-related
illnesses — with increases of 30 per cent and 25 per cent, respectively, during the
1990s. Habitual alcohol consumption patterns contribute to the frequency of accidents
and otheralcohol-induced problemsrelated to binge drinking. About5 per centofall
deaths occur as a consequence of the use of intoxicants.

The usage of drugs and alcohol has increased among young people recently.
Research indicates that teenage girls now drink and smoke as much as orevenmore
than boys of the same age. Narcotics became more easily available across the whole
country duringthe 1990s, and experimentation, drug usage and the related problems

@.............................................TheFinnishEnvironment645



all increased correspondingly, particularly among young people and in Southern
Finland and the Helsinki region.

Suicides are still relatively common in Finland, particularly among younger
men, and are often linked to mental health problems, depression, and drug oralcohol
abuse.
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Usage of tobacco and alcohol among young people.

Other factors contributing to ill health include social problems such as work-
related stress, fatigue at work or in the home, and problems with children’s health.
Widespread divorce and migration disrupt social cohesion, although they may
improve the overall quality of life of the individuals involved.

The number of violent crimes recorded rose by about 60 per cent during the
period assessed. In 2000, almost 29,000 violent crimes were recorded (murders,
attempted murders, assaults or rapes). Domestic violence may be partially hiddenin
police statistics on violent crimes, although it is estimated to be aprobleminonein
five families.
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Violent crimes against the person.
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In spite of increasing crime, the police force has remained at more or less the
samesize inrecentyears. When population growth isconsidered, the police force has
actually shrunk, since there are now 7,600 inhabitants per police officer compared to
7,000 previously. The visibility of police officers isimportant for a sense of security.

1.8 Full citizenship

Full citizenship in this context basically means that people feel they are an integral
part of society, and that they have the ability to influence matters which affect
everyone. Full citizenship also means people have the opportunity to satisfy their
basic material and intellectual needs.

The turnout for local elections dropped steadily through the 1990s in Finland,
eventually falling to 56 per cent by 2000. Participation in national and European
parliamentary electionsalso declined. These lowvoting levelsreflectalack of interest
in politics and the widespread feeling that voters cannot affect political decisions.
Turnoutamong young voters hasbeen particularly poor. Unemployed and otherwise
socially deprived voters are also less likely to turn out to vote than the average
citizen. During the 1990sthe number of long-term unemployed soared. Finnishwomen
have voted more actively than men since the 1980s.
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Voting activity and long-term unemployment.

In Finland, 37.5 per cent of members of parliament are women (compared to
42.7%in Sweden) while 34 per cent of local authority councillors are female. Women
are better represented inworkplaces at middle management level than in other EU
countries. In the official organs of public sector organisations at least 40 per cent of
the members mustbe women. Butgender differencesare still clearly reflected in the
gender breakdown of professions,and insalaries. The under-representation ofwomen
incertain political decision-making bodiesalso leads to under-representationamong
electoral candidates.

Basicrightsareanimportantelementoffull citizenship. Inthiscontext, Finland’s
free education systemand high levels of education are notable assets. Citizens of all
ages are entitled to study for the national matriculation examinations at no cost.
Many peoplealsostudy intheir owntime to educate themselves on arange of subjects.

Although educational standards are high in Finland, around 17 per cent of all
under-34-year-olds still have no education beyond the basic schooling. However,
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thisfigure hasfallen considerably since 1980, when the percentage was42. The number
of peopleclaiming supplementary benefitrose into the mid-1990s, due to the recession
andincreasing unemployment. The number of wage earnerson lowincomesactually
dropped according to OECD standards, which define low incomes relatively.

Supplementany benefd climants
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Supplementary benefit claimants, low-income wage earners and the proportion of 30-34 year-
olds with no further education.
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Youth unemploymenthasdeclined considerably in recent years. Inthe beginning
of 1999 around 40,000 under-25s were unemployed in Finland. One reason for this
trend hasbeenageneral improvementinemploymentduring the late 1990s, and the
increased availability of educationand training. Young people are actively encouraged
tostudy and develop professional skills. Meanwhile, afurther 15,000 young people
were claiming supplementary benefit,and 12,000 were involved in young people’s
workshop training schemes.

Although poverty levelsin Finland areamong the lowest in the European Union,
poverty remains a serious problem. Poverty became more widespread during the
recessionyearstowardstheend ofthe 1990s. Butin 1999 this trend was reversed. Real
household incomes have risen considerably in higherincome groups, and agrowth
inincome from property among the well-off has further increased income differentials.
Correspondingly, the levelling impact of income transfers has weakened. Although
theequitableredistribution ofincome has become less effective overthe period assessed
here, incomedifferentialsin Finland remainamong the lowestanywhere inthe world.

Co-operation on the basis of social integration and a sense of unity are both
needed toguarantee sustainable and stable social development. Finnish society offers
citizens good opportunities to fulfil their basic needs and achieve a good quality of
life. Social and health services provided by public authorities serve the whole
populationequally, regardless of their place of residence or economic status. Asense
of social solidarity helpsto prevent conflicts which could give rise to anti-social acts.
Finland is a relatively safe and socially egalitarian society, with comparatively few
cultural differences.

Legislation guarantees that the Swedish-speaking minority are widely able to
obtain publicservicesand use their language onanequal basisto the Finnish-speaking
majority. Therightof the deafto use sign language isalso constitutionally guaranteed,
as are the rights of the Romany people to maintain their own culture. Finland is
constitutionally and internationally committed to promoting race relations, protecting
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minorities, and preventing intolerance and discrimination. In 1997 the Government
resolvedto carry out measurestoincreasetolerance and preventracism, onthe basis
that current Finnish legislation enables the authorities to actively combat racism.

There are still various problems regarding definitions of the rights of the
indigenous Sami peopletothe land and inland waters. Legislation onissues related
to families and inheritance is also still under development.

1.9 Innovation and education

Finland’s productive economy is very much based on know-how and innovation, as
exemplified in the global success of Finnish exports in the field of information and
communications technologies (ICT). This success would not have been possible,
however, withoutthe greatinvestments made by businesses, the State, local authorities
andtheresearch sectorin researchand developmentwork related to newtechnologies.
The proportionof GDP accounted for by research and developmentspending (R&D)
has increased steadily since 1980. In 2001, a total of 4.9 billion euro was spent on
research and development,amounting to 3.6 per cent of GDP. The number of books
published in Finland rose until 1995, but this increase subsequently seems to have
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Spending on research and development and the number of books published.

Private sector companies accounted for 3.6 billion euro of spending on R&D in
2001. Fields where Finnish know-how is well developed include metallurgical
processes, pulp and paper making, low-emission energy technologies and fuels, and
waste management and waste water treatment technologies, as well as ICT.

Public investment in research and development has also contributed greatly.
More than half of the research programmes conducted by the Academy of Finland
areconnected in someway to sustainable development. Many research programmes
are conducted and financed through co-operation between many organisations,and
thissignificantly widenstheirimpact. Importantsubjects closely linked to sustainable
developmentare studied at many institutes where researchersare trained. Although
co-operation between the educational, research and environmental sectors has
become closer, and the practical impact of measures is now better assessed from the
point of view of sustainable development, cross-sectoral co-operation is still
inadequate and poorly co-ordinated.
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Education is also very well developed in Finland. Training and research can
increase the ability of people fromall generations to understand the consequences of
their decisions on production, consumption and administrative issues in terms of
ecological, economic, social and cultural sustainability. More than afifth of the adult
population in 2001 had been through higher education. The number of students
completing higher education increased in the late 1990s as vocational higher
educationwas developed. More than 800,000 people have completed both the lower
and upper levels of higher education. Finnish employees also widely participate in
further professional training and other forms of training provided by theiremployers.
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Higher education and professional training.

Building up human resources through training is a key element of sustainable
development. The educational level of the population reflects the development of
educational standardsin Finland. More than 95 per cent of the students who finished
their basicschooling inthe second half of the 1990swentonto study in upper secondary
schoolsor polytechnicinstitutes, and half of the same age group have subsequently
gone on to higher levels of education. Young people whose education is limited to
basic schooling are considered to be at risk of social exclusion.

Young peoplearealso crucial to sustainable development in the future. If young
people do not become integrated into society’s “productive” activities during this
vital stage oftheir own personal development, the future of society has no sustainable
basis. Under new labour policies, individual employment plans are now jointly drafted
for each under-25-year-old applicant by employment officials and the job-seekers
themselves. Special attention is paid to improving opportunities for the training of
socially excluded young people and the development of a social environment
conducivetotraining. Buttherearestilladultswhowere educated or leftuneducated
under the “old-fashioned system’ and can find no place in society today.

1.10 Corporate social responsibility

Corporate social responsibility involves active responsibility based on companies’
own principles, and is rapidly becoming an important factor in competition.
Environmental issues are increasingly seen as part of overall social responsibility,
which covers the creation of economic wellbeing as well as responsibilities toward
various groups of stakeholders and the environment. Employment, the payment of
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taxes on profits and employers’ social security contributions all express corporate
participation in the maintenance of the welfare society. Corporate profits rose very
rapidly in the late 1990s, as did corporate taxation levels, and to a lesser extent
employers’ social security contributions.
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Operating surplus, corporate taxation and employers™ social security contributions.

Employees’ health and safety are safeguarded through legislation covering all
workplaces. Around 100,000 accidents occurred atworkplaces in Finland annually
in the 1980s, but since then the annual rate has gone down to under 60,000. Aslight
riseinrecentyearsisatleast partly related toincreasingemployment, butithasalso
been suggested that the increasing sub-contracting of work may be another factor.
Sub-contracting increases competition, thereby reducing the resources available to
ensurethewellbeing of employees. Industries have begun to address the problem of
sub-contractors’ safety records, for instance through campaigns and closer co-
operation.
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Accidents in the workplace.
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Obligations to shareholders and owners remain the cornerstones of corporate
activity. Companies must produce profits at acceptable risk levels, and provide a
good return on capital investments. But financiers and investors will in future pay
greaterattention tothe waysinwhich good financial resultsare achieved; and whether
profits have beenachieved atexpense to the environment, or through the exploitation
of child labour, or in otherwise ethically unacceptable ways.

Pension funds are already major investors which seek a guaranteed long-term
return on their capital, and which also wish to maintain their good reputation by
investing ethically. Corporate social responsibility policies will probably continue to
be important factors guiding their investments. Pension funds may also choose to
actively lead the way by obliging the companies they invest in to prove their social
responsibility.

Some companies in Finland have already produced their first corporate social
responsibility reports. This policy already seems to be becoming more widespread,
and Finnish firms’ competitors in many other countries have been producing such
reports over longer periods. Moreover, the Finnish environmental reporting
association (Elinkaari ry), Taloussanomat magazine, the Finnish Institute of
Authorised Public Accountants (KHT) and Helsinki Business School have for several
yearsbeenbroadening the scope of their jointcomparative assessmentof corporate
environmental reporting to cover both environmental and social responsibility
reporting; and this is promoting changes in this direction.

There are also various voluntary environmental management and auditing
schemes that companies can join in order to improve their practices systematically
withregardtoenvironmentalissues. The spread of these schemesisitselfan indicator
thatcompaniesare taking the initiative in making continuous improvements to their
environmental policies. It is important to encourage companies and other
organisations to continue to make such voluntary improvements for the sake of the
environment.

1.11 Joint responsibility

InFinland there isastrong Nordictradition of caring for the less privileged and
ensuring thatall members of society can receive the servicesand advantagesthey are
entitled to. Relative poverty increased in Finland in the early 1990s, but then declined
towards the end of the decade. During the recession, a large proportion of the tax
revenue wentto the upkeep of social security. Social spending asa proportion of GDP
hasclearly increased overall, butinrecentyearsithasfallenbelow EU average levels.

In terms of international joint responsibility, Finland has failed to meet all its
obligations. Spending on official developmentassistance (ODA) was slashed to half
ofthe 1989 levels during the early 1990s, and even now amountsto only 0.35 per cent
of GDP —just half the 0.7 per cent target Finland is internationally committed to.
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General challenges for the
future

Thischapter containsthe main conclusionsdrawn during the evaluation of sustainable
developmentin Finland concerning the general needs and challenges for the future.
These challenges are listed onageneral level under five headings covering five key
macro-level factors behind sustainable development: global changes and the new
economy; the need to change productionand consumption patterns; the sustainable
use of natural resources and reducing environmental problems; increasing social
capital; and strengthening democracy.

2.1 Global changes and the new economy

The globalisation of the world economy is a great challenge for every country. The
increasing interdependence of governments, corporations and representatives of
civicsociety requires changesin established ways of thinking, and mustbe supported
by learning, innovationand developmentwork. National economies mustalsocome
to terms with significant trends such as the ageing and shrinking of work forces,
regional migration, urbanisationand increasing leisure time.

Markets and citizens must be purposefully encouraged to act ethically and
responsibly inordertoimprove the structure of services and the prerequisites for full
citizenship. The firstand foremost global challenge is the need to eliminate poverty
while ensuring that natural resources are adequately preserved and ecosystemsare
notoverburdened. The principles of sustainable development mustbe fully integrated
intotherulesforaglobalisingworld, especially with regard to improving the prospects
for developing countries and helping them participate in global markets.

2.2 The need to change production and consumption
patterns

Productionand consumption patterns must be changed to decouple economicgrowth
from negative impacts onthe environment, while ensuring people’s basic needs are
met. Values and attitudes will need to be continuously reformed in order to create a
good basisfor dynamicand balanced sustainable development. Key aspects of these
changes will include reducing the consumption of material resources and energy;,
and attempts to make production and consumption less material intensive.

National and international principles and rules must be set to mobilise the
appropriate humanand material resources, while facilitating the practical adoption
ofthe principles of sustainable development.

Finland’s international responsibility is based on capacity building in the
developing countries, and promoting technological co-operation. Information and
communicationstechnologiesin particular should be developed toserveall citizens
indeveloping countries.
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2.3 The sustainable use of natural resources and reducing
environmental problems

One important basis of sustainability is that non-renewable resources are used
sparingly and replaced by renewable resources whenever possible. Eco-efficiency
should also lead to reductions in the absolute consumption of non-renewable
resources. Renewable natural resources must be used within the limits of their
productive capacity while ensuring that biodiversity can be preserved. Clean,
renewable energy sourcesand new materials and technologies must be continuously
developed and adopted; and the related know-how should also be transferred to
developing countries. Although the nutrient discharges that lead to eutrophication
have declined in Finland, more purposeful steps must be taken jointly with other
countries around the Baltic Sea to achieve further reductions in these discharges.

Thestrictpoliciesadopted in Finland to combat climate change mustbe continued.
Sustainable timber production can help toslowthe increase in the greenhouse effect.
Finland has been actively involved in improving the global management, use and
protection of forests, and in strengthening international institutions in the forest
sector. There is an urgent need to step up international measures to combat illegal
tradeintimberand illegal logging.

2.4 Increasing social capital

Crimeandawidespread sense of insecurity are serious problemsin society today. To
preventsocial exclusion, special attention mustbe givento the long-term unemployed
andyoung peopleatrisk of exclusion. Labour policiesmustbe reshaped to concentrate
more onthe needs of people who have been unable to find employment. Abeliefthat
society will beableto cater for the welfare of everyone helpsto maintainand strengthen
social cohesion.

Citizens’ rights and obligations should be considered in all national and
international sustainable development programmes and strategies. The rights of
women, childrenand indigenous peoples mustbe better guaranteed. Asthe European
Union expands, the harmonisation of social protection regimesshould also involve
close co-operation to combat poverty and social exclusion.

2.5 Strengtheningdemocracy

Importantaspects of democracy include the involvement of citizens, transparency
and co-operation. Key improvementsto strengthen democracy that can be achieved
through social reforms include minimising social exclusion, promoting gender
equality and improving women’s position. Full citizenship requires that people
continuetobelieveintheirability to influence political decisions, and thatall elements
of civicsociety are involved in decision-making processes.

The building up of the basic infrastructures of the welfare society and active
civic society must be continued, while citizens’ faith in the future and self-respect
mustbereinforced. Everyone mustbe ready to take decisive action to promote human
rights, basic freedoms, intellectual wellbeing and security around the world.
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Future challenges with regard to
key theme areas

Thischapter briefly lists the main challenges for the future with regard to sustainable
developmentunderthe key themeareas. Thislistof challengesisintended toforma
basis for the drafting of a more detailed plan of action, which should also contain
proposalsfor specific measures, complete with schedules, funding frameworksand
theallocation of responsibility.

3.1 The state of the national economy —employment,
production and competitiveness

= Theeconomy should be based onadecoupling between emissions, discharges
and the use of materialsand economic growth (eco-efficiency, dematerialisation,
innovative materials, clean production).

= Taxation and public spending should be revised so as to favour work and
commissioning ofwork.

= A prerequisite for sustainable development is that all actors in society and all
citizenscommit themselves to making sustainable developmentanintegral part
ofeveryday life. Co-operationand dialogue between administrative sectorsand
differentactorsshould be strongly encouraged.

= Thereare numeroussigns, inthe economy, of independentactivities promoting
sustainable development. More inputis needed to identify instruments suitable
for the market conditions.

3.2 Use and conservation of natural resources —
environmental pollution

Theassessmentand consideration of the ecological marginsforafunctioningeconomy
should be incorporated into all activities, and eco-efficiency should be increased
(life-cycle assessments, monitoring of material streams).

= Renewable natural resources should play a greater role in total energy
consumption.

= Carbondioxideemissionsshould bereduced by givingenergy-savingagreements
more extensive coverage and by using economic instruments more effectively.

= Theprotection of the Baltic Seashould be made more efficientin order to reduce
eutrophication, the impact of dangerous chemicals and the load of diffuse
pollution from agriculture. Oil-combating capacity should also be improved,
and atrafficguidance systemsetup inthe Gulfof Finland. In co-operation with
the European Union and the CEMT (European Conference of Ministers of
Transport), environmental activities in Russiashould be enhanced.
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= Theaction programme for the protection of waters should be implemented in
full so that discharges of phosphorus and nitrogen are reduced by 50 per cent
between the years 1994 and 2005. The use of artificial fertilisers and chemical
pesticidesinagricultureshould be curbed, and alarge-scale changeoverto organic
productionand biological combating of pestsintroduced.

= Methods for sustainable forestry should be developed, and the protection of
forests be made more efficient. In particular, co-operation is important to find
solutions that satisfy the need for protection of forests in southern Finland.

3.3 Regional and community structure — transport and
mobility

= Inordertobalance regional developments, inputs should be made especially to
make regions more competitive, to strengthen regional know-how, and toimprove
preconditions for business and industry. Special attention should be paid to
combating poverty and exclusion by the creation of newworkplaces in different
parts of the country.

= Housingconstructionshould beaimed atanecologically sustainablecommunity
structure, ataccommodating structuresand atefficient use of the infrastructure.
The demands of sustainable development should be taken into account in all
building. The co-operation between central and local authorities should be
improved in land use planning and traffic planning. More attention should be
paidto making communities pleasantand socially functional, providing adequate
services, creating safe environments, and combating exclusion.

= Intrafficand communications, the stress should be away from the use of private
cars and towards public transport, walking and cycling. The general starting
pointforeconomicguidance should beto internalise the costs of communication
and transport into fees for these services. Preconditions for public transport
should be improved in different parts of the country.

= Theinformationsociety and electronicservices should be fully utilised inorder
to curb unnecessary transports. Safe, reliable and reasonably priced data
communications create a basis for using computer technology to supplant the
need for physical transfer.

3.4 Health and security — full citizenship

= The welfare society should be maintained and promoted by means of service
systemsand asocial policy which prevent poverty, exclusion and vulnerability,
create conditionsconducive togood healthand toemployment, safeguard human
rights and supportinternal stability.

= Inthe prevention of social exclusion the most important factor is to safeguard
highemployment. There should be asufficientand extensive social security for
all citizens as well as good social and health services.

= Strong measures need to be taken to forestall health problems due to lifestyle

choices. Major challenges include the use of drugs, smoking, unhealthy eating
habits, mental health problemsand limited mobility.
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= Thenumberofactiveyearsincitizens’ livesshould be increased. Work life should
be improved so as to promote the preservation of working and functioning
capabilities. All decision-making should support private initiative by elderly
people and the preconditions for a good quality of life.

3.5 Joint responsibility and corporate social responsibility

= Businessand industry should be encouraged to shoulder their corporate social
responsibility so that companies voluntarily integrate social and ecological
considerations in their activities, in co-operation with their various groups of
stakeholders. There should be support to the introduction, in companies, of a
reporting model for internationally recognised responsible businessand industry.

= Companiesshould be aware of how their activities, and increasingly also their
products, influence sustainable development. It is particularly important that
public procurementand the production of publicservicesfunction inaccordance
with these principles.

= Theinternational statusand the coherence of external relations of the European
Unionshould be furthered while acting for sustainable developmentinthe United
Nationsand the international financing institutions. At present, the voice of the
EU does not correspond with its potential.

= Inaccordancewiththe UN Millennium Goalsand the Johannesburg resolutions,
we should commitourselvesto acomprehensive policy towards halving poverty.
We should also take action to promote a sustainable forestry and to establish
globally the sustainable use and protection of natural resources. We should
promote equality and work actively to fightcontagious diseases, especially HIV/
AIDS, malariaand tuberculosis.

3.6 Innovation and education

= Thereshouldbeactive participation by schoolsand training institutionsin local
co-operation for the living environment. The curriculafor schools and training
institutionsshould increasingly take into consideration the social and economic
dimensionsofsustainable development, inaddition to ecological sustainability.
International co-operation should be continued, for instance, within the
framework of the Baltic 21 programme.

= Moreattention should be paid to safeguarding cultural variety and the variety
of the architectural heritage.
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Epilogue

All human activities should incorporate the principle of sustainable development.
Themain purportforsustainable developmentisto generate welfare for peopleand
fortheenvironment, and in orderto assess progressitisnecessary toimprove further
the indicators used and to work for international harmonisation of the concepts.

The environmental, economic and socio-cultural dimensions of sustainable
development should be taken into account in a balanced manner. Particularly, the
socio-cultural dimension was highlighted at the Johannesburg summit. The major
single challengesatthe international level, with regard to sustainable development,
are poverty and quality of life.

From the social viewpoint, Finland’s main problem areas are long-term
unemployment and the ageing of the population. Similarly, social insecurity and
exclusion continuetobe problems, and also domestic violence, mental health problems,
drug use and poor health owing to lifestyle choices.

We are only beginningto clarify the relations between economicand ecological
sustainability. While stressing the need for economic growth we have to realise that
itcan only take place within the margins set by the environment. Our excessive per
capitaconsumption of natural resources must be halted. Our presentwelfare model
isbased on this high consumption of natural resources, and on the global scale such
a state of affairs cannot continue. On the other hand, we need new innovative
technological solutionsfor the use of energy and materials, supporting the realisation
of eco-efficiency and dematerialisation. Itis necessary to immediately take steps to
change our production and consumption patterns.

In promoting the participation of citizens, Finland may become an international
leader by means of further developmentofelectronic servicesand transactionsand
increased public participationindecision-making.

Aregionally unbalanced development may destroy the foundationsforastable
economy. However, the preconditions for welfare also display regional variations,
and the management of a local and regional sustainable development continues to
demand effortsin order to strengthen the welfare, functions and sound ways of life
amongcitizens, incommunities, and nationwide. Theaimisahigh quality of lifeand
asound, safeand pleasantliving and working environmenteverywhere in Finland.
Sustainable solutionsinland use policy and traffic policy also contribute to thisend,
as does far-sighted and interactive participatory planning.

We consequently need voluntary activities and contributions from different
actors, improved selection of alternatives and channels of influence, and new
instrumentssuitable for the marketeconomy, both in Finland and onthe international
level. Inthe developmentof new instrumentsthe key issueis “new rules of the game”,
which are also adhered to by all parties. Adhering to the rules cannot only be based
oneconomicand other sanctions. Citizens and organisations have torealise that, in
thelongrun,itisintheir properinterestto hold ontothe rulespertaining tosustainable
development. Broad interchange and broad participation by the civic society in the
processes of sustainable development have to be maintained and extended so that
Finland can offer amodel example for other countries, too.
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ontaydennetty monien eritahojen kommenttien pohjalta. Kokonaisarvio valmistui monivaiheisen, noin
kaksi vuotta kestdneen prosessin tuotoksena ja se luovutettiin kestavan kehityksen toimikunnalle
4.12.2002.
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