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MONDI BUSINESS PAPER Syktyvkar is one of the larg-
est vertically integrated manufacturers of pulp and paper
in Russia. It owns a pulp and paper mill, which is located
in the town of Ezhva, just outside the capital of Russia’s
Komi Republic, Syktyvkar, and it controls 11 logging
operations, which are spread across the south and west.
In total, MBP SY and its subsidiaries hold leases on
about 1.6 million hectares of forest land and harvest
roughly 1.84 million m3 of wood a year, about 56% of its
annual allowable cut. Approximately 4,283 people are
directly employed at the logging operations, 21% of
which are women. However, due to the gradual transition
from traditional harvesting techniques to modern tech-
nology, coupled with an ageing workforce, there has
been and will continue to be a strong declining tendency
in headcount of the logging subsidiaries.

For historical reasons, the focus of MBP SY’s social
management is the community of Ezhva, which was
founded and developed parallel to the Mill and whose
social infrastructure once belonged to the company
itself. Contrary to this situation, when MBP SY took on
its subsidiary logging operations, all social facilities in the
forest villages and settlements had already passed into
municipal hands. However, through the subsidiaries
themselves MBP has made some social contributions to
local communities, mostly through non-recurrent dona-
tions to various projects and more recently through
agreements with district administrations. Additionally,
MBP SY is in the process of certifying all its leased areas
according to the internationally-recognised Forest
Stewardship Council (FSC), which contains a strong
social element. Furthermore, the Mill, in partnership with
a local environmental NGO, is currently carrying out a
multi-stakeholder process to identify and protect pristine
forests in the Udorskiy district.

The Komi Republic is a wooded lowland region with a
population of just under 1 million, 75% of which is urban.
This relatively well-developed republic is rich in natural
resources such as minerals, oil and gas, metal ores and
forestry; its major industries are the fuel, timber and
forestry, and electrical power industries. While agriculture
is not a major industrial income, many rural livelihoods
depend on small-scale farming, fishing, hunting, and
mushroom and berry collection.

MONDI BUSINESS PAPER Syktyvkar’s permanent log-
ging operations are located in the Koigorodskiy,
Kortkerosskiy, Priluzskiy, Sysolskiy, Udorskiy and Ust-
Kulomskiy districts. In general, these districts can typi-
cally be characterised by the following: very sparse
population densities, with declining and ageing popula-
tions; a predominately Christian and ethnically Komi
population; remoteness, with relatively limited access to
social and economic infrastructure such as health and
educational facilities, utilities, and public roads; low levels
of economic diversification and of high-value economic
activity, other than forestry operations; and high unem-
ployment, especially amongst women.

During the SEAT process, several principal economic
impacts of MBP SY’s logging operations were identified.
The first and arguably most important is job creation.
MBP SY employs about 11,066 people directly, about
4,283 of which work in the logging operations. Addition-
ally, approximately 11,575 are indirectly employed,
including 7,000 in non-subsidiary logging operations.
Assuming that induced employment is roughly 15%, this
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means that the company employs approximately 26,000
people in the Komi Republic.

Another important impact on the community is its human
capital and skills development. In 2005 the MBP SY
logging operations spent about EUR 30,560 on develop-
ing its staff. Additionally, the Mill itself made considerable
efforts in 2006 to train current employees of the logging
operations and local youth to operate modern harvesting
and forwarding machinery. This process is extremely
important to local communities, as it is essential to keep
skilled workers in the rural villages and settlements.

Furthermore, MBP SY invests considerably in its logging
subsidiaries every year. In 2006 alone, the Mill spent an
estimated EUR 1.97 million on the construction of forest
roads, EUR 4.6 million on machinery and equipment,
and EUR 1.12 million on silvicultural and fire-fighting
activities. In 2007, this investment is expected to increase
by more than double.

Taxes and royalties paid, value added generated by the
company and local procurement expenditure all make
MBP SY and its subsidiaries one of the biggest con-
tributors to the regional economy. Indeed, in many forest
communities, the taxes paid by the Mill and its local log-
ging operation make up the larger part of the local
budget, as for example in the Koigorodskiy district.

Over a period of two weeks, the SEAT Team travelled to
the 6 districts of the Komi Republic where MBP SY has
permanent logging operations. They met with an evenly
balanced selection of stakeholders including local
authorities, community representatives, local NGOs,
employees, and trade union representatives, as well as
the management of ten MBP SY subsidiary logging
companies, Finlescom and NIOKR.

Stakeholders were positive and open to the process and
were in general very pleased that MBP SY would under-
take such in-depth consultation. While there were differ-
ing degrees of severity in different districts and logging
companies, a general pattern of underlying issues could
be identified. Stakeholder feedback mainly centred
around issues of employment and working conditions,
planning and the MBP SY forestry model, and life in
villages and settlements.

From the consultation it became apparent that the logging
operations and MBP SY play a critical role on the forest
communities. Villages and settlements are very much
dependent on them as a source of income, via taxes and
salaries, making communities vulnerable to factors affect-
ing the logging subsidiaries’ productivities and headcount,
such as mechanisation, harvesting volumes, planning and
seasonality of logging. While the circumstances are slight-
ly more positive in villages and districts closer to major
urban centres, the situation everywhere is aggravated by
a decline in population and migration to the city. Young
people have a tendency to leave the rural districts in search
of better opportunities in the city. People feel a general
uncertainty about their futures and, in many cases, they
look to MBP SY to resolve these uncertainties.

Based on the results of the consultation, the manage-
ment of MBP SY mapped out responses and measures
targeted at addressing the priority issues identified.
These can be categorised into the following areas: plan-
ning of harvesting and road construction, skills and
training, and mechanisation; management of logging
operations and the MBP SY forestry model; wages and
wage vulnerability; and communication of MBP SY
plans, strategy and its cooperation agreements with
district administrations.

These responses were then presented to a selected
group of stakeholders in the Koigorodskiy and Ust-
Kulomskiy districts, where management also answered
stakeholder questions and discussed many of the con-
tentious issues that had been raised during SEAT.

In addition to the systematic implementation of the man-
agement responses, MONDI BUSINESS PAPER
Syktyvkar has committed to developing a social pro-
gramme for employees of its subsidiary logging compa-
nies. The Mill recognises its responsibility to its employ-
ees and to the forest communities, and thus will analyse
the possibilities of extending some of the benefits that
Mill employees enjoy to logging employees and veterans.
This is also in line with the results of the SEAT at the
Syktyvkar Mill carried out in 2005, where one of the
major issues raised by stakeholders was “the social
problems and lack of social investment in the rural
villages surrounding MBP SY forest operations”.
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This report presents the findings of a Socio-Economic
Assessment Toolbox (SEAT) assessment of the subsidi-
ary logging operations of MONDI BUSINESS PAPER
Syktyvkar (MBP SY), in the Russian Komi Republic. The
SEAT process has been developed by Anglo American
plc, MONDI’s parent company, to help operations iden-
tify and manage their social and economic impacts on
local communities.

A SEAT process was carried out at MBP SY from March
to December 2006, with stakeholder consultation taking
place in forest communities of 6 different districts of the
Komi Republic in March 2006. This field visit had four
main objectives:

• To gain an understanding of current and past MBP SY
logging operations within the Komi Republic;

• To undertake a series of stakeholder interviews, in
order to gain a clear view on current issues and com-
pany initiatives;

• To review and assess management of social perform-
ance; and

• To identify opportunities for improvement and develop
priorities for the future.

This document reports on the results of the assessment
and is structured as follows:

• Section 2 sets out the approach and objectives of the
assessment process, in particular identifying how the
approach was applied at the MONDI BUSINESS
PAPER SY logging operations;

• Section 3 provides an overview of the MBP SY
Mill and its subsidiary logging operations in the
Komi Republic;

• Section 4 provides an outline of the existing
social management system in the logging
operations;

• Section 5 describes the forest communities
neighbouring or affected by the logging oper-
ations;

• Section 6 details economic impacts that the
MBP SY logging operations have on the sur-
rounding communities;

• Section 7 identifies and discusses key issues
raised by stakeholders during the consultation
process;

• Section 8 details management responses and
measures targeted at addressing the priority issues
identified during the assessment, especially during
consultation; and

• Section 9 outlines the additional activities that should
be undertaken.

The SEAT Assessment was carried out by the following
team:

• Vivian McMenamin, MONDI Group
• Andrey Samodelkin, MONDI BUSINESS PAPER SY
• Antaloy Arteev, MONDI BUSINESS PAPER SY
• Elena Emirkhanova, Environmental Resource

Management (ERM)
• Vyacheslav Gavriluck, MONDI BUSINESS PAPER SY
• Stephanie Klotz, MONDI BUSINESS PAPER
• Olga Paleva, MONDI BUSINESS PAPER SY
• Alexey Trofimov, MONDI BUSINESS PAPER SY
• Stephan Walder, MONDI BUSINESS PAPER

The SEAT assessment team would like to express its
gratitude to the employees, local authorities, business
partners and the community representatives who took
the time to participate in the consultation process, as
well as the management of the logging operations, who
were highly participative and supportive of the process.
The SEAT study would not have been possible without
their kind assistance. Thanks also to the ERM Team who
supported the consultation and data collection.

1.1 OBJECTIVES

1 INTRODUCTION

1.2 STRUCTURE OF THIS REPORT

1.3 SEAT ASSESSMENT TEAM

1.4 ACKNOWLEDGEMENTS

The SEAT Team.
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The approach taken for the assessment was in line with
the five key steps outlined in the SEAT process. These
are defined in Box 2.1.

The objectives of this particular SEAT process are:

• to delineate the general socio-economic state of the
forest communities and the impacts that MBP SY
operations have on them;

• to identify and prioritise the key social and economic
issues of the forest communities that must be

addressed by MONDI BUSINESS PAPER SY or its
logging subsidiaries;

• to assess the effectiveness and suitability of existing
initiatives, identify any shortcomings and where
improvements can be made;

• to gather and collate data for corporate social report-
ing purposes; and

• to gather and collate data that will help build a sound
corporate responsibility strategy for the forest com-
munities, which may be affected by future expansion
of the MBP SY Mill.

Consultation with internal and external stakeholders,
such as staff, community representatives, local authorities
and logging operation management was essential
to meeting the objectives of the assessment. Approxi-
mately 200 individuals representing 6 different districts,
as well as the MBP SY Mill and its logging subsidiaries,
were consulted over the course of two weeks. A
summary of the stakeholders consulted is given in
Box 2.2.

Step 1: Define Objectives of the SEAT process
Step 2: Profile the MBP SY Logging Operations and

Neighbouring Communities and Identify Key
Issues

Step 3: Evaluate Social and Economic Impacts
Step 4: Provide Guidance on Management Responses to

Key Issues
Step 5: Reporting to Stakeholders

Box 2.1 Key Steps in the SEAT Process.

2 OBJECTIVES AND APPROACH

Members of the SEAT Team with an employee of the lower landing in the Ust-Kulomskiy District.
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 • The Heads and local government representatives of the Koigorodskiy,
Sysolskiy, Priluskiy, Kortkerosskiy, Ust-Kulomskiy and Udorskiy Districts

 • Heads of forestry settlements and villages within the above mentioned
districts

 • Representative the NGO Komi Voityr from each of the districts visited
 • Representatives of the Regional Forestry Administration
 • Community representatives including members of the Women’s

Associations, Youth Associations, Veteran’s Associations and religious
organisations

 • Directors and management representatives of the Koigorodskiy, Sysola,
Sysolskiy, Noshulskiy, Kortkerosskiy, Ezhva, Prupt, Verhnayaya Vychegda,
Mobile Forest and Udorales Logging Companies, as well as Finlescom
and NIOKR

 • Trade Union representatives of the above mentioned logging companies
 • Chairman of the MBP SY Mill Trade Union
 • Employees of lower landings and harvesting operations, as well as

administrative staff
 • Director of the Silva Taiga Foundation
 • Representatives of the Committee on the Nature Protection of the

Koigorodskiy District

Box 2.2 Stakeholders Consulted.

SEAT consultation with the Head of the Priluzskiy District.
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MONDI BUSINESS PAPER Syktyvkar (MBP SY), one of
the biggest vertically integrated manufacturers of pulp
and paper in Russia, is a member of the MONDI
BUSINESS PAPER Group. It is located the Komi Repub-
lic, a democratic state of the Russian Federation, with
the Mill itself in the Ezhva district of Komi’s capital,
Syktyvkar, and the logging operations spread across the
south and west of the republic. The location of Syktyvkar
and the Komi Republic is shown in Figure 3.1 below.

Built in 1969, MONDI BUSINESS PAPER Syktyvkar,
originally named Syktyvkar Forest Enterprises, is an
important member of the MONDI BUSINESS PAPER
Group. The Mill houses one board machine1 and 3
paper machines. In 2005, it produced around
200,000 tonnes of board and about 575,201 tonnes

of paper2, or approximately 28%
of the Group’s entire paper pro-
duction. Additionally, around
680,042 tonnes of pulp, around
39% of Group production, were
manufactured at the Syktyvkar
Mill.

Also, the production plant has its
own power station that runs on
natural gas, which is bought from
a Komi gas company. The power
plant generates 436 megawatts
of electric energy and 3,200 tons
of steam per hour, meeting 100%
of mill demand. The excess of
electric energy and heat is sold
at fixed prices to the Komi
Republic and Ezhva, respective-
ly. Furthermore, three MBP SY
subsidiaries provide transporta-
tion, security, and retail services
to Ezhva.

MONDI BUSINESS PAPER
Syktyvkar is the single largest
employer in the region. The Mill
alone has approximately 5,075
employees – most of whom
come from the area – and uses
the services of around 2,775
contractors from the Syktyvkar/
Ezhva Region. Moreover, MBP
SY’s subsidiaries provide employ-
ment for about 6,000 people,
4,283 of which work for MBP SY
logging operations. A further
7,000 individuals work for

3 OVERVIEW OF THE OPERATION

Figure 3.1 Location of Syktyvkar and the Komi Republic in Russia

3.1 BASIC INFORMATION ON 
MONDI BUSINESS PAPER SYKTYVKAR

1 The board machine is operated by a sister company to MONDI BUSINESS PAPER, Mondi Packaging.
2 This includes uncoated woodfree, super-calendered and newsprint.



Additionally, spending on silvicultural activities such as soil
preparation, planting and seeding, support for natural
afforestation, and the thinning of young stands; as well
as fire prevention activities, like construction of supply
depots and resting areas, and the creation of fire lines,
has more than quadrupled in the last two years alone.

In 2006, MBP SY logging subsidiaries employed
4,283 forest workers, of which about 170 were
temporary. Approximately 21% of employees are
women, most of whom work on lower landings or in
administrative positions. Additionally, 31% of employees
are age 35 or under and the average age of all logging
employees is 40.

non-subsidiary logging companies that provide goods to
the Mill and about 1,800 for contractors and suppliers in
the Komi Republic (excluding Syktyvkar and Ezhva). This
implies that, based on an average family size of 4, a total
of over 90,000 people in Komi depend directly or
indirectly on MBP SY for their livelihoods.

In addition to paper and pulp production, MBP SY con-
trols 11 logging companies in the Komi Republic (see
Figure 3.3), which provide timber
both for the pulp mill and also for
sale as saw logs. Most of these
logging operations have existed
in some form or another for
decades, as forestry and saw-
milling have long been a major
pillar of the local and Republican
economies; however, in their
current legal forms, the logging
opera t ions were fo rmed
between 1997 and 2006, and
MONDI BUSINESS PAPER
Syktyvkar began integrating
them into the Group in 2003.

In total, MBP and its subsidiaries
hold leases on about 1.6 million
hectares of forest land (see
Figure 3.3) with a total annual
allowable cut of approximately
3.3 million m3 of wood. However,
only approximately 1.84 million
m3 of wood (see Table 3.1) is
currently harvested, or 56% of
the annual allowable cut. Should
the conditions at the Mill remain
constant over the next years (i.e.
no major investment project), it
is expected that the amount of
wood harvested by MBP SY log-
ging subsidiaries will increase
up to 2.8 million m3 by 2010.
As a whole, it is planned to
harvest 90% of annual allowable
cut, including about 170–200
thousand m3 that will be logged
by contractors.

SOCIO-ECONOMIC ASSESSMENT TOOLBOX REPORT  | OVERVIEW OF THE OPERATION 9

3.2 BASIC INFORMATION ON 
MONDI BUSINESS PAPER
SUBSIDIARY LOGGING OPERATIONS

Figure 3.2 MBP SY Subsidiary Logging Operations and Distance to Syktyvkar
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Change to Modern Technology
One of the biggest challenges facing the logging opera-
tions is the gradual change from traditional harvesting

techniques (FTL) to modern technology (CTL). In FTL,
felling and delimbing is performed manually at an upper
landing and logs are loaded onto trucks and delivered to
the lower landing. There, wood is off-loaded, cross cut
and sorted according to grades and destination. Logs
are then transported to their final destination. Some of
these stages are mechanised to different extents in the
logging companies, nevertheless they are labour
intensive. In CTL (or Scandinavian technology), short
wood is produced directly at the stump in the forest.
That is to say, felling and simultaneous delimbing and
cross-cutting are carried out on site by a Harvester.
Subsequently, logs are forwarded, unloaded and stacked
by a Forwarder and they are collected from the loading
areas and taken directly to their final destination. This
type of logging not only eliminates the need for a lower
landing, but also is much less labour intensive, as it only
requires machine operators. The efficiency of CTL
harvesting is dramatically higher than with FTL. For
example, an operation that utilises only Scandinavian
technology can have a minimum efficiency of 1,500 m3/
employee/year, whereas at an operation with only tradi-
tional technology the efficiency tends to hover around
400 m3/employee/year.

Where terrain and circumstances permit, MONDI
BUSINESS PAPER SY plans to modernise its logging
operations (see Table 3.2), gradually replacing traditional

Employees of the lower landing in the Sysolskiy District posing for a picture.

Logging Company Employees Harvested
  Volumes 
  (thousand m3)

Ezhva  745 248

Koigorodskiy LC 539 256

Udorales 762 322

Noshulskiy LC 301 160

Palauzskiy LC 300 168

Prupt  266 86

Timsherles 255 75

Nemles 365 102

V.Vychegda 294 113

Mobilles 92 123

Sysolales 280 159

Sysolskiy LC 84* 28

Total  4,283 1,840

* After a reorganisation in 2005, Sysolales and Sysolskiy were split and
Sysolskiy was sold in 2006; the 2006 figure refers only the first half year.

Table 3.1 MBP SY Subsidiary Logging Operations 2006
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equipment for modern Scandinavian machinery. This will
increase productivity and modernise the logging
operations, while at the same time address the growing
problem of an ageing labour force.

As current employees working with traditional methods
retire, they will be replaced younger, more-skilled opera-
tors of modern equipment. The jobs will be better paid
and will be under much better conditions (e.g. shift work,
operating machinery from heated cabins instead felling
manually in sub-degree temperatures). Some retrench-
ments are foreseen; however higher harvesting efficien-
cies will increase the need for silvicultural activities,
creating a new source of employment. Nevertheless,
over the next decade employment at logging operations
will slowly decrease by more that 50%.

A Forwarder at work in the forest.

Logging operation 2006 2007 2008 2009 2010
% CTL implemented

Ezhva 43 53 63 63 63

Koigorodskiy LC 23 60 72 72 80

Udorales 36 60 60 60 64

Noshulskiy LC 22 44 44 60 60

Palauzskiy LC 44 50 70 70 100

Prupt 0 0 60 60 60

Timsherles 0 20 60 60 60

Nemles 0 26 50 50 50

V.Vychegda 0 26 50 50 50

Mobilles 100 100 100 100 100

Sysolales 50 50 72 100 100

Table 3.2 Percent Implementation of CTL Technology (Outlook 2006–2010)
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The focus of MBP SY’s social management is the com-
munity of Ezhva, which was founded and developed
more or less parallel to the Mill in the 1960s. The town
infrastructure was built explicitly for Mill employees
and their families, and originally the company owned
the social infrastructure of Ezhva. With the transition to
a market economy several facilities, such as kinder-
gartens and the cultural centre, passed from company
to municipal hands; however, much continued under the
ownership of the Mill. MBP SY continues to give financial
support to all social facilities, as well as to support local
groups and associations, and educational facilities.

A similar situation occurred with the various logging
operations that were established across the Komi
Republic. As an operation was set up, settlements were
founded for workers and their families. Each logging
company built up its settlements including all supporting
social infrastructure, such as schools, cultural centres
and clinics. Additionally, each logging operation and
village had its own saw mill, which would not only pro-
cess the saleable wood, but also the fire and saw wood
that was provided to the villagers for personal use, such
as for building homes or coffins. Furthermore, in Komi
there was a system of collective farms, which created
employment and an alternative source of livelihood for
many villagers.

With the transition to a market econ-
omy, the rural system collapsed,
logging operations and saw mills were
privatised, local governments took
over the administration of public infra-
structure, and collective farms ceased
to exist. Contrary to the situation at
the Mill, where social infrastructure
previously belonged to the Mill, when
MBP SY took on its subsidiary logging
operations all facilities had already
passed into municipal hands. Never-
theless, logging companies and the
Mill have continued to support the

community to some extent, mostly through non-recur-
rent donations to various social projects, for example in
education and health care. More recently, MBP SY has
made agreements with local government and begun the
process of forest certification.

Social support for the employees of MBP SY’s subsidiary
logging companies is in the hands of management of the
operations themselves and therefore support from the
Mill has been fairly limited. Furthermore, while employees
of the logging operations belong to the same trade union
as Mill employees, collective bargaining is done sepa-
rately and as a result the social benefits are different. At
the time of the SEAT, the benefits for employees of the
logging operations included all-expense paid stays at
summer camp for employee children, as well as several
places a year for a stay at the sanatorium run by the Mill
(the number of places is requested by logging opera-
tions).

Additionally, in 2005 the Mill started to conclude social
agreements with the communities where its logging
subsidiaries operate. Cooperation agreements are
signed between MBP SY, district governments and
MBP SY subsidiary logging companies and stipulate that
MBP SY will provide financial assistance to communities,

4.2 SOCIAL SUPPORT FOR LOGGING
EMPLOYEES AND COMMUNITIES

4.1 BACKGROUND ON THE DEVELOPMENT
OF THE EXISTING SYSTEM

4 EXISTING SOCIAL 
MANAGEMENT SYSTEMS

Members of the SEAT Team with a representative of the local government in Pomozdino,
in the Ust-Kulomskiy District.
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especially for projects focusing on jobs creation. Cur-
rently, agreements with the Koigorodskiy, Sysolskiy,
Ust-Kulomskiy, Udorskiy, Priluzskiy, and Kortkerosskiy
district administrations have been concluded.

In Koigorodskiy, the agreement stipulates that MBP SY
will support the:

• restructuring of harvesting operations;
• provision of new equipment and construction of forest

roads;
• provision of fire wood to the local population;
• conversion of the district boiler houses from coal-fired

to biofuel; and
• implementation of silviculture and fire protection

measures.

The total amount of the agreement is RUB 13.1 million
(approximately EUR 395,0003), including the cost of
equipment, which reached RUB 5.6 million (about
EUR 162,000).

In its agreement with the Sysolskiy District administra-
tion, MBP SY commits to:

• providing a log truck for short logs;
• furnishing the equipment for the completion of a milk

processing plant;

• contributing RUB 6 million (about EUR 173,000) in
financial assistance for the relocation of residents of
the Kopsa forest settlement; and

• settling the losses of the Sysolskiy Logging Company’s
(RUB 36 million or approximately EUR 1 million).

The agreement with the Ust-Kulomskiy District stipulates
MBP SY’s pledge to:

• providing logging equipment;
• constructing bridges and/or ferries;
• erecting saw mills; and
• providing firewood for the local population.

The total amount of the agreement is RUB 21.8 million
(EUR 628,000).

In its RUB 3 million-agreement (EUR 86,455) with the
Udorskiy District, MBP SY commits to:

• purchasing a machine for transportation of dairy
products;

• publishing a book about the history of the district;
• sponsoring the reconstruction of ageing buildings;

and
• repairing the church in Koslan.

3 All calculations for the purposes of the SEAT Assessment were made with the exchange rate as of January 1st 2007,
of RUB 34.7 to EUR 1.

A winter landscape in Komi’s forests.
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Similarly, MBP SY commitments to Priluzskiy District,
which total RUB 2 million (EUR 57,637), include:

• cooperation with the vocational school;
• support with the firewood supply; and
• participation in social projects (to be identified by the

local administration).

Finally, the agreement with Kortkerosskiy District includes
MBP SY commitments to:

• purchasing sawmill equipment;
• purchasing sport equipment; and
• conducting silvicultual activities.

The total amount of this agreement reaches RUB 2
million (EUR 57,637).

In 2003, MONDI BUSINESS PAPER Syktyvkar initiated
the process of certifying forests according to the inter-
nationally recognised Forest Stewardship Council (FSC)
standards. This entails a third-party assessment of forest
management practices and measures compliance with
a range of social, economic and environmental
standards. This process fosters sustainable forest
management and leads to a greater recognition of the
importance not only of implementing practises that are
economically viable and environmentally responsible, but
also socially beneficial to the inhabitants of forest
regions.

The Forest Stewardship Council
puts forth “ten principles of forest
stewardship”, which, together
with the associated criteria, form
the basis for FSC forest manage-
ment standards. They cover a
broad range of issues from legal
compliance, land use rights and
management plans, to environ-
mental impact, benefits from the
forest and conservation. Of the
ten principles, two are specifi-
cally socially oriented: principle 3,
indigenous people’s rights; which
stipulates that the legal and
customary rights of indigenous
peoples to own, use and manage
their lands, territories, and

resources shall be recognised and respected; and prin-
ciple 4, community relations and workers’ rights. This
last principle specifies how forest operations should
promote the long-term social and economic well-being
of workers and local communities.

For this project, MONDI BUSINESS PAPER Syktyvkar
partnered with the State Forest Service and the Silver
Taiga Foundation (a forestry NGO sponsored by the
Swiss Development Agency), who already had much
experience in the process following the certification of
the Priluzskiy Model Forest. MBP SY has provided both
financial support and staff for the certification of the
Koigorodskiy Leskhoz4 (613,301 ha), and the Sysolskiy
Leskhoz (561,855 ha), both of which contain some of
MBP SY’s leased areas.

Within the framework of certification, MBP SY performed
the following activities with local communities:

• Identification and mapping of the areas where
mushrooms and berries are commonly collected and
consequent consideration of these areas when devel-
oping forest management plans, in order to preserve
the resource and source of livelihood.

• Extended public discussion of forest management
and silviculture issues of the two certified leskhozes,
whereby the working plans for the areas, which
outline a forest management plan and are developed
every 10–15 years, were presented to the local
communities. They were given a chance to review the
documents and a consultation meeting was
organised.

Forestry workers during consultation in Ust-Kulomskiy.

4.3 FSC CERTIFICATION 

4 A unit of forestry management
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• Carry out a series of public hearings with local
communities to explain FSC certification and its
requirements.

• Sponsorship of pristine forests inventory in order to
identify the most valuable areas in terms of biodiversity.

• Organization and sponsorship of forest management
projects within the FSC regulation.

During one of the public hearings, forest leasing contracts
in the Koigorodskiy Leskhoz were discussed. The local
community indicated the conservation value of this area and
requested it be preserved. As a result the lot in question was
excluded from the leased area and will not be harvested.
Furthermore, the local people raised issues such as a lack
of firewood, the long-term survival of the logging companies
and the conversion to modern harvesting technology.

This first stage of the certification process, which covered
an area of approximately 1.16 million hectares, con-
cluded in March 2006. In a next step, MBP SY will
continue to work with stakeholders to certify the remain-
der of its leased areas, a further 1.2 million hectares.
Additionally, in 2006 the Mill received FSC Chain-of-
Custody (CoC)5 certification for saw wood and in 2007
it is expected to receive CoC certification for pulp and
paper production. The target is that by the end of 2009,
all wood delivered to the Mill will be FSC certified.

MBP SY sources a significant amount of raw material from
the Udorskiy region, but at the same time it is an area with

large massifs of pristine forests and the danger of logging
in an area of high conservation value is high. Because
MONDI BUSINESS PAPER is committed to forestry excel-
lence, MBP SY partnered with the environmental NGO
Silva Taiga in 2003, to launch a multi-stakeholder process
for the identification and classification of pristine forests in
the Udorskiy District. The idea was to work together with
stakeholders and interested parties to develop a method-
ology whereby the pristine forests would be protected,
while at the same time allowing logging operations, the
state forest service and the rural communities to derive
social and economic benefits from the forest.

In a process that is still ongoing, stakeholders representing
the logging industry, the state forest service, local and
indigenous communities, local authorities and environ-
mental NGOs have worked together to classify the forest.
Based on these negotiations, Silva Taiga developed a
system of mapping out the large massifs using a traffic
light system. An area coloured red denotes a “no go” area,
where no logging or extracting activities would be permit-
ted. The yellow areas indicate “with precaution”, meaning
extracting is allowed only under certain conditions and
under strict regulation. Finally, a green colour represents
those areas free for use under the same conditions as any
other in Komi.

This unique process was run as a pilot in the Udorskiy
District, but has the potential to be extended to other
parts of the Komi Republic where there are similar large
tracts of pristine forests. If the process is successful,
Silva Taiga will gradually roll out the methodology in the
next years.

Workers of a lower landing in Sysolskiy with a member of the SEAT team.

4.4 MULTI-STAKEHOLDER PROCESS

5 Chain-of-Custody certification traces all the changes of custodianship of forest products during the harvesting, transportation,
processing, and distribution chain from the forest to the end-user.
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Located in the north west of the Russian Federation, the
Komi Republic is a wooded lowland region stretching
across the Pechora and Vychegda river basins. With its
capital in Syktyvkar, Komi is comprised of 20 munici-
palities, which include 15 districts and 5 major cities.

Forests cover approximately 70% of the territory and
permanently frozen tundra covers much of the northern
region. The first UNESCO World Heritage Site can be
found in the Komi Republic, as well as vast expanses of
virgin forest. It has a moderately continental climate with
long severe winters and short warm summers.

The Republic’s population is approximately 996,400
inhabitants, which amounts to about 0.7% of the popu-
lation of the Russian Federation. About 75% of the
population is urban and 25% rural. While Russian
accounts for the greatest ethnic majority (approximately
60%), Komi natives still comprise about 26–27% of the
Republic‘s population, especially amongst the rural
inhabitants. The Komi predominantly speak their native
tongue, a Finno-Ugric language and adhere largely to the
Russian orthodox religion.

Today, the Komi Republic is a relatively well developed
region of the Russian Federation. It is rich in natural
resources such as minerals, oil and gas, metal ores and
forestry. Its major industries are the fuel (coal mining, oil
and gas extraction, oil processing), timber and forestry-
related, and electrical power industries. While agriculture
is not a major industrial income to the Republic, many
rural livelihoods still depend on small-scale farming, as
well as fishing, hunting, and mushroom and berry collec-
tion.

Foreign investment is crucial to the economy of the Komi
Republic. In 2005, foreign investments totalled approxi-
mately EUR 123 million. Most of the foreign investment
of 2005 was made in the pulp and paper industry (with
MBP SY being a significant contributor to this total).

In 2005, employment in Komi dropped in comparison to
2004. The biggest drop in employment took place in

agriculture, light industry, transport and coal mining. As
of January 2006, about 15,900 people were registered
as unemployed in the Republic pushing unemployment
rate to 2.9% (the Russian average is 1.85%).

The forest areas from which the Syktyvkar Mill sources
its wood are spread out over the south and east of the
Komi Republic. MBP SY has subsidiary logging opera-
tions in 6 districts of the Komi Republic, including:

• Koigorodskiy;
• Kortkerosskiy;
• Priluzskiy;
• Sysolskiy;
• Udorskiy; and
• Ust-Kulomskiy.

Additionally, the mobile unit Mobilles operates on
MBP SY leased land in the Syktyvdinsky district, which
surrounds the city of Syktyvkar.

5.1 THE KOMI REPUBLIC

5 OVERVIEW OF THE REGION 
AND THE FOREST COMMUNITIES

5.2 FOREST COMMUNITIES AFFECTED
BY MBP SY AND ITS LOGGING
OPERATIONS

Figure 5.1 Map of the Komi Republic



Historical Background
Although a number of individual settlements within the
districts date back from the late 1400s to mid 1600s, the
majority were established between 1929–1949, as forest
industries grew and developed during the Soviet Era. Each
district has many settlements, each with its own local
administration. While most settlements pre-date the estab-
lishment of the Syktyvkar Mill, the increased logging activities
to meet mill demand triggered the development of many of
these forest communities. Table 5.1 provides an overview
of each district affected by MBP SY.

5.2.1 Community Characteristics
In general, these districts can typically be characterised
by the following:

• very sparse population densities, with declining and
ageing populations;

• predominately Christian and of Komi ethnicity;
• remoteness, relatively limited access to social and

economic infrastructure such as health and educa-
tional facilities, utilities, and public roads;

• low levels of economic diversification and of high-
value economic activity, other than forestry opera-
tions; and

• high unemployment, especially amongst women.

Demographics and Ethnicity
In terms of demographics, all of these districts present
more or less the same picture: sparse populations, with
slightly more females than males (approximately 48 to
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Community representatives during the SEAT consultation in the Sysolskiy District.

District Date Population Area (m2) Administrations6 Number Proximity to
  Established of Settlements MBP SY Mill
   (km)

Koigorodskiy 1949 9,828 10,416 10 21 208

Kortkerosskiy 1939 23,396 19,700 18 60 64

Priluzskiy 1929 24,422 13,169 16 16 116

Sysolskiy 1929 16,756 6,140 11 84 104

Udorskiy 1929 24,841 35,800 12 55 326

Ust-Kulomskiy 1929 31,875 26,400 22 66 198

Source: ERM and Mondi surveys, Statistical service of the Komi Republic

Table 5.1: Districts of the Komi Republic where MBP SY Sources Timber

6 Administration, or selsoviet (or selsovet; literally meaning rural soviet), was the lowest level administrative subdivision, similar to a
rural district, in rural areas in the Soviet Union. It has been preserved in most of the Russian Federation and is subordinated to a
district.
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52%, excluding the Udorskiy district, which has an
uncommonly high male to female ratio of 56 to 44%), and
ageing and declining populations. This is more or less in
line with broader trends in Russia. The birth rates are
generally lower than death rates and as a result, over one
third of the population of these districts are between the
ages of 30 and 59 years, with the second group ranging
between 15 and 29 years of age. This, coupled with the
fact that many young people are migrating to urban areas
in search of better labour opportunities, suggests that
many of the forest communities are in decline.

The main religion in all six districts is Christianity and the
ethnic majority in all forest regions is Komi (60.7%), with
Russian being the second largest ethnic group (32.2%).
The remaining ethnic populations (7.1%) are comprised
of Ukranian, Belarusian, Tatar, German, Chuvash, Moldo-
vian and Mari populations.

Social and Economic Infrastructure
On the whole, these districts have a relatively limited
access to social and economic infrastructure, as they are
quite remote and distant from large urban settlements.
For example, on average there are approximately five
small hospitals, seven polyclinics, and 272 medical staff
in each district. Based on population figures, each hos-
pital and polyclinic will on average provide medical
access to 1,959 people.

With regards to educational facilities, there are on average
24 infant schools and 28 secondary schools in each district,

with an average of approximately 42 pupils per infant
school and 120 pupils per secondary school. Neverthe-
less, as the population declines and the number of children
of schooling age decreases, the number of schools has
also declined, with many schools in the forest settlements
closing down. This forces children to travel neighbouring
settlements to attend school. Universities are concentrated
only in the big cities of Komi. Practically every district has
technical schools but most of them are in poor condition.

The famous Uljanovskiy Monastery in the Ust-Kulomskiy District.

A forestry worker in Priluzskiy.
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There is also limited access to utilities in these districts.
On average, only 22.7% of the population of these
districts has access to piped running water, and many
areas depend on wells and pumps. However, the prob-
lem is different from district to district. A similar situation
occurs with access to sewage treatment and central
heating. Approximately 21.4% of the population has
access to mains sewage treatment facilities and 28.5%
to central (and often centralised) heating. In both cases,
as with piped water, the Udorskiy district is far above the
average with 51% and 62% access levels to sewerage
and heating. With access to mains gas, the situation also
varies between districts. In general, all districts have
good levels of access to mains gas (with an average of
48%), with the highest levels in being in Koigorodskiy
(81%).

Transport within the forest communities is typically by
vehicle. The only rail lines are for freight and public bus
services are limited. The density of the road network is
extremely sparse and routes are normally radial links to
major centres. Therefore, many forest communities have
no direct links to relatively close settlements, and travel
must go via major centres. In addition, many of the roads
are not gravelled, as they are primarily for logging opera-
tions and are only passable when the ground is frozen,
further restricting mobility in summer.

5.2.2 Livelihoods
The main economic activities in most of the districts con-
sist of agriculture and forestry – including logging, sawmill-
ing, and in some cases woodworking – as well as thermal
power (steam and hot water) generation and distribution.
These account for 28% of all output. Another key business
sector for most of the districts are the education, followed
by the health care and social provision sectors, and the
housing and communal services sector.

However, the traditional activities are an important
source of income for communities. These include:

• hunting and fishing;
• wild berry picking;
• wild mushroom gathering;
• market gardening in summer; and
• logging for firewood, construction etc.

These activities tend not to be affected by industrial for-
estry operations, as logging is planned in order to preserve
traditional activities; and indeed, the construction of forest
roads can open up new areas for local use.

Standard of Living and Employment
The average cost of living in the Komi Republic is RUB
3,893 (EUR 112) and the nominal average monthly wage
per employee is RUB 13,192 (EUR 380), as per July
2006. Therefore, on average in all districts, people are
earning salaries above the average cost of living, with
Koigorodskiy and Priluzskiy receiving the highest nominal
average monthly wages per employee (see Table 5.2).

With regards to employment, on average, employment
levels are at 67.9% of the working population and the
average unemployment level in the regions is 6.0%. This
is a relatively high figure when compared to the Komi
average of 2.9% and the Russian average of 1.85%.

Additionally, unemployment is highest amongst women.
On average, around 70% of those registered as
unemployed are female, against 30% male. This reflects
a chronic lack of formal employment opportunities for
women in forest communities.

District Nominal Average Monthly Wages 
Per Employee in RUB (EUR)

Koigorodskiy 7210 (207.78)

Kortkerosskiy 6772 (195.16)

Priluzskiy 7345 (211.67)

Sysolskiy 6985 (201.30)

Udorskiy 6987 (201.35)

Ust-Kulomskiy 6332 (182.48)

Average 6939 (199.97)

Source: ERM, Official data Statistical service of the Komi Republic

Table 5.2 Nominal Average Monthly Wages Per Employee

District Unemploy- Unemployed Unemployed
ment (%) Men (%) Women (%)

Koigorodskiy 7.1 38 62

Kortkerosskiy 6.0 29 71

Priluzskiy 5.8 33 67

Sysolskiy 7.3 46 54

Udorskiy 4.0 17 83

Ust-Kulomskiy 6.3 20 80

Average 6.0 30.5 69.5

Source: ERM, Statistical service of the Komi Republic

Table 5.3 Unemployment
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MONDI BUSINESS PAPER SY has an extensive
economic impact not only on the cities of Syktyvkar and
Ezhva, but also throughout the Komi Republic, where its
logging operations are located. Set out below is an
assessment of the principal economic impacts.

MONDI BUSINESS PAPER Syktyvkar generates employ-
ment in three ways:
• direct employment at MBP SY;
• indirect employment as MBP SY contractors; and
• induced employment through the spending of direct

and indirect employees on local goods and services,
and through the public sector jobs supported by taxes
paid by MBP SY.

Total direct employment generated is presented in
Table 6.1.

With the change to modern harvesting methods, it is
expected that the trend to reduce the number of employ-
ees at the logging companies will continue (see Table
6.2). On the other hand practically all MBP SY logging
subsidiaries suffer from a lack of skilled personnel in all
harvesting stages. Additionally, the average age of

6.1 EMPLOYMENT

6 IMPACTS IDENTIFIED BY 
MONDI BUSINESS PAPER SYKTYVKAR

Category Persons

Mill operations 5,075

Direct employment in 
subsidiaries including: 5,991

• logging operations 4,283

• other subsidiaries 1,708

Total direct employment 11,066

Table 6.1 Direct Employment Generated by
MONDI BUSINESS PAPER Syktyvkar (2006)

  Predicted
Logging companies 2002 2003 2004 2005 2006 2007

Ezhva 1,500 1,368 1,185 955 745 620

Splav* 383 408 293 204  –  –

Prupt 346 359 327 298 266 249

Timsherles 420 389 364 301 255 280

Nemles 643 609 545 422 365 361

V.Vychegda 436 442 383 323 294 300

Mobilles**  –  –  – 89 92 98

Udorales 1,100 1,094 1071 954 762 690

Sysolales***  –  –  –  – 280 261

Koigorodskiy LC 805 765 685 592 539 450

Palauzskiy LC 458 469 431 368 300 325

Noshulskiy LC 387 390 403 379 301 288

Sysolskiy LC*** 822 819 693 550 84***  –

Total 7,300 7,112 6,380 5,435 4,283 3,922

* Splav Logging operations was incorporated into “Ezhva” in 2005  ** Mobilles began operating in 2005  ***After a reorganisation in 2005,
Sysolales and Sysolskiy were split and Sysolskiy was sold in 2006; the 2006 figure refers only the first half year.

Table 6.2 Employee dynamics at MBP SY Subsidiary Logging Operations (Persons)
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logging employees is 40 years, which is critical consider-
ing the average life expectancy of men in Komi is 56
years (and 53 years in rural districts). Currently, MBP SY
is generating a demographic model of its forest
operations, based on a programme developed by
MONDI BUSINESS PAPER. The first results will be com-
municated to local administrations.

Additionally, in line with the SEAT methodology, the
following indirect employment has been estimated:

• contractors at the Mill 2,775
• non-subsidiary logging operations 7,000
• other contractors and supplier 1,800

Furthermore, although many of the local services in
Ezhva are provided by the Mill and hence counted under
MBP SY’s employment figures, MBP SY is a large con-
tributor to the local economy, especially in the logging
communities. In many cases, the MBP SY logging
operations are the only major source of income. There-
fore, it is assumed that induced employment is around
15% of total direct and indirect employment.

Total employment generated by MBP SY is shown in
Table 6.3.

Table 6.4 summarises the training budget at MBP SY
subsidiary logging companies in 2005. In addition to
regular training, the Mill organised regular wood quality
audits workshops with customers and work exchange
visits to Finland for its logging subsidiaries in 2006. Also,
recruiting for participation in the operator training course
began, whereby a group of 30 persons mainly from MBP
SY logging companies, were chosen to train as opera-
tors for harvesters and forwarders. Additionally, a class-
room at Ezhva’s Vocational School # 15 was equipped

with a harvester simulator to train harvester operators
and an educational programme for harvester-forwarder
operators was launched. Moreover, constant training
courses are held for employees of MBP SY logging
companies at the Forest Institute.

MONDI BUSINESS PAPER Syktyvkar subsidiaries pay
taxes to local, as well as regional and national govern-
ments. In some settlements taxes paid by MBP SY
logging operations make up most of the local budget. In
addition to the over EUR 9.5 million that the logging
operations contribute in taxes, about EUR 14.5 million is
contributed to the economy of the Komi Republic in the
form of value added (see Table 6.5).

Category Persons

Direct employment 11,066

Indirect employment 11,575

Induced employment 3,396

Total estimated employment 26,037

Table 6.3 Total Employment Generated by
MONDI BUSINESS PAPER Syktyvkar (2006)

6.2 HUMAN CAPITAL AND SKILLS
DEVELOPMENT

Logging Operation Expenditure on Training 
and Education

RUB  EUR
thousand  thousand

Ezhva (consolidated) 145.6  4.196

Prupt 8.3 0.239

Timsherles 6.9 0.198

Nemles 88.9  2.560

V. Vychegda – –

Mobilles 42.9 1.240

Udorales 227.6  6.560

Koigorodskiy LC 193.8  5.560

Palauzskiy LC 92.0  2.650

Noshulskiy LC 254.0  7.320

Total 1,060 30.56

Table 6.4 Investments in Training and Education in 2005

6.3 TAXES AND ROYALTIES
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In 2005, MBP SY invested about EUR 8 million in its
subsidiary logging companies, in machinery,  forest road
construction, and silvicultural and fire-fighting activities.
The investment structure did not undergo any major
changes in 2006; however in 2007 investment is
expected to increase. As Table 6.6 illustrates, in 2006
MBP SY constructed 58 km of forest roads, spending an
estimated EUR 1.97 million. In 2007, 108 km of roads
have been planned, with a budget of over EUR 3 million.

In keeping with MBP SY’s strategy to modernise its log-
ging operations, expenditure for the purchase of the new
machinery increases every year. For example, in 2006,
the Mill invested a total amount of about EUR 4.6 million
(see Table 6.7). In 2005, MBP SY also invested about
EUR 4 million for the purchase of 15 logging machines
(including harvesters, forwarders and a processor) for its
subsidiary logging companies; while in 2004 only 10
machines were purchased.

Logging Company Value Added 2005 Taxes 2005

2005 2005 2005 2005
(RUB million) (EUR million) (RUB million) (EUR million)

Ezhva (consolidated) 82.4 2.37 59.0 1.70

Prupt 30.0 0.86 21.4 0.62

Timsherles 29.7 0.86 14.8 0.43

Nemles 32.4 0.93 23.0 0.66

V. Vychegda 36.7 1.06 20.2 0.58

Mobilles 34.9 1.01 9.0 0.26

Udorales 91.0 2.62 76.0 2.19

Koigorodskiy LC 57.1 1.65 47.2 1.36

Palauzskiy LC 53.3 1.54 31.9 0.92

Noshulskiy LC 57.7 1.66 29.0 0.84

Total 505.2 14.56 331.5 9.55

Table 6.5 Taxes and Value Added in 2005

6.4 INVESTMENT IN THE 
LOGGING OPERATIONS

Logging Company Expenditure 2006 Roads Budgeted Budgeted
constructed Expenditure 2007 construction

 RUB million EUR million 2006 (km) RUB million EUR million 2007 (in km)

Udorales 25.04 0.72 20.88 18.32 0.53 20

Noshulskiy LC 9.45 0.27 9.92 8.38 0.24 10

Ezhva 3.25 0.09 3.11 26.78 0.77 25

Nemles 7.02 0.20 10.00 5.44 0.16 8

Timsherles 1.00 0.03 1.37 3.86 0.11 2

V.Vychagda 3.81 0.11 3.60 0.74 0.02 –

Sysolales 2.02 0.06 1.51 7.73 0.22 8

Koigorodskiy LC 10.67 0.31 2.36 14.70 0.42 15

Palauzskiy LC 6.13 0.18 5.00 13.89 0.40 13

Mobilles 0.00 0.00 0.00 8.50 0.24 7

Total 68.38 1.97 57.75 108.33 3.12 108

Table 6.6 Forest road construction in 2006 and Budget 2007
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Additionally, as Table 6.8 illustrates, expenditure on silviculture and fire-fighting has increased
approximately twofold each year since 2004 and this trend is expected to continue into 2007.

Logging Company Investment on Machinery

2006 Budget (not yet approved) 2007

RUB million EUR million RUB million EUR million

Ezhva 31.23 0.9 27.76 0.8

Koigorodskiy LC 13.88 0.4 104.1 3.0

Udorales 45.11 1.3 83.28 2.4

Noshulskiy LC 6.94 0.2 31.23 0.9

Palauzskiy LC 3.47 0.1 34.70 1.0

Prupt 6.94 0.2 10.41 0.3

Timsherles 13.88 0.4 24.29 0.7

Nemles 13.88 0.4 31.23 0.9

V.Vychegda 6.94 0.2 27.76 0.8

Mobilles 3.47 0.1 3.47 0.1

Sysolales 13.88 0.4 27.76 0.8

Total 159.62 4.6 405.99 11.7

Table 6.7 Investments in forest machinery

Actions Expenditure on Silviculture and Fire-Fighting

2004 2005 2006 2007

Costs  Costs  Costs  Costs
RUB  RUB  RUB  RUB

(million  (million  (million  (million
(EUR  (EUR  (EUR  (EUR

million)  million)  million)  million)

Reforestation:        

Soil prep., ha. 210.2  486.4  573.3  957 

Planting and seeding, ha. 195.2  376.6  561.2  720

Natural afforestation, ha. 2,111.5  3,152.27  2,490.9  6,000

Thinning, ha. 457.8  1,552.3  1887  3,638

Fire prevention:  7.66  16.18  20.0  30.2

Construction (0.220)  (0.46)  (0.95)  (0.403)
supply depot, no. 0  8  5  0

Construction
rest areas, no. 6  21  39  65 

Fire lines, km 141  175  343.3  531

Compartment lines, km 0  450.1  974.6  1,500

Warning plates, no. 3  37  74  78 

Rejection and Inventory  3  10  19  14

(0.086)  (0.288)  (0.548)  (0.403)

Total 10.7  26.18  39  44.2

(0.308)  (0.754)  (1.124)  (1.274)

Table 6.8 Silvicutural and Fire-Fighting Activities and their Costs (2004–2006)
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Moreover, in 2002 the company began the process of
FSC certification in Koigorodskiy and Sysolskiy forest
management units (a total area of 1.16 million hectares).
In total EUR 0.2 million has been spent on this project
since 2004, and for the next phase of certification, which
will continue throughout 2007–2009, it is estimated that
another EUR 0.3 million will be spent, pushing the total
investment in FSC certification to EUR 0.5 million.

Among the largest local suppliers to MBP SY subsidiar-
ies are TGK-9, a supplier of electric power, and Lukoil
(Ukhta petroleum refinery), which supplies fuel. Together,
these make up 1.7% and 27% of the logging companies’
costs, respectively. The following table details the most
significant local procurement expenditure.

6.5 LOCAL PROCUREMENT SPEND

Logging Company Spend on Local Procurement

TGK-9 (electrical power) Lukoil (fuel)

(RUB million) (EUR million) (RUB million) (EUR million)

Ezhva (consolidated) 2.8 0.081 53.3 1.536

Prupt 0.5 0.014 11.1 0.320

Timsherles 0.7 0.020 10.6 0.305

Nemles 0.7 0.020 16.0 0.461

V. Vychegda 0.5 0.014 11.4 0.329

Mobilles – – 11.4 0.329

Udorales 2.7 0.078 43.6 1.256

Koigorodskiy LC 1.8 0.052 30.3 0.873

Palauzskiy LC 0.7 0.020 13.5 0.389

Noshulskiy LC 1.4 0.040 14.6 0.421

Sysolsky LC* 0.2 0.006 2.6 0.075

Sysolales* 0.9 0.026 20.4 0.588

Total 13.2 0.380 233.1 6.718

* After a reorganisation in 2005, Sysolales and Sysolskiy were split and Sysolskiy was sold in 2006; the 2006 figure refers only the first
half year.

Table 6.9 Spend on Local Procurement in 2006
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Over a period of two weeks, the SEAT Team travelled to
the 6 districts of the Komi Republic where MBP SY has
permanent logging operations: Koigorodskiy, Sysolskiy,
Priluskiy, Kortkerosskiy, Ust-Kulomskiy, Syktyvdinskiy
and Udorskiy Districts. They met with an evenly balanced
selection of stakeholders including local authorities,
community representatives, local NGOs, employees,
and trade union representatives. In addition, manage-
ment of ten MBP SY subsidiary logging companies, as
well as Finlescom and NIOKR, were also interviewed.

Stakeholders were positive and open to the process and
were in general very pleased that MBP SY would under-
take such in-depth consultation. While there were differ-
ing degrees of severity in different districts and logging
companies, a general pattern of underlying issues could
be identified. Feedback and findings can be classified
into the following interlinked categories:

• Employees and Working Conditions
• Forestry Operations and Planning
• Forestry Model
• Village and Settlement Life

7.2.1 Employees and Working Conditions
• The mechanisation process was an issue that was

much discussed during all interviews and it is undoubt-
edly an issue that all stakeholders have to deal with.
There was a varying degree of openness towards
mechanisation depending on the district. For example,
employees in Ust-Kulom and Udora were adamantly
against mechanisation; while in other districts they
were generally open, however worried about
associated job losses. At those operations that are
already mechanised, employees seem comfortable
with the change. Amongst community representatives
and local authorities the attitude towards mechanisa-
tion was also mixed; however, most recognised it was
inevitable and called for investment in job creation in
order to offset the resulting loss of jobs.

• There is a general apprehension about past and future
retrenchment due to a decrease in harvested volumes,
as well as impending mechanisation. Over the past
years, the number of staff employed at the logging
operations has been steadily decreasing. On the one
hand, there is the perception that if the volume of wood
harvested continues to decrease, the poor financial
performance of the logging operations will persist; and
on the other hand, that mechanisation has and will
continue to push headcount in the logging operations.

• Fuelled by the above-mentioned apprehension, there
is a notion that if harvested volumes were to increase,

7.1 INTRODUCTION

7 KEY ISSUES RAISED BY 
STAKEHOLDERS

7.2 STAKEHOLDER FEEDBACK

Representatives of the Women’s Council of the Koigorodskiy logging operation.
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the general situation of the log-
ging companies, and thus the
communities, would improve.
At present, MBP SY is not
using its 100% of its annual
allowable cut and over the past
years volumes of wood har-
vested have decreased. Stake-
holder consistently asked if
volumes would increase in the
hopes that this would improve
the financial performance of
the logging companies.

• There was a significant con-
cern regarding salaries of log-
ging staff, especially in lower
landings and amongst those
working with traditional tech-
nology. Employees mentioned
that in most cases, their sala-
ries are dependent on produc-
tivity, which can be heavily
influenced by the appropriateness of the harvesting
plan, the quality of wood harvested, seasonality, and
the quality/servicing of equipment. Therefore, wages
are perceived as vulnerable to factors beyond an
individual workers control. Some staff mentioned that
they must work several hours overtime in order to
amass a salary that covers their needs. Additionally,
there is a general perception is that wages haven’t
increased in the past years.

• Most stakeholders mentioned the differences in the
benefits received by Mill employees and those who
work for the logging operations. While the reason for
this difference seems to be understood, the wish
remains that benefits be extended to logging staff, as
well as to pensioners living in the rural communities.

• Employees felt that the safety rules are beneficial and
that safety training is adequate and appropriate. Most
were positive about the focus on safety that the parent
company has trickled down and felt safe in their work-
ing environments.

• Some employees expressed concerns that their
uniforms (summer/winter) were not adequate or
appropriate for the season.

• There seems to be little knowledge of MBP SY’s gen-
eral strategy/plans and as a result, both logging
employees and management feel a lack of perspec-
tive as they are uncertain of the future.

• Employees mentioned that they prefer to work on a
shift mode (15 days on/15 days off), rather than on a
daily 8-hour basis.

7.2.2 Forestry Operations and Planning
• The quality of planning with regards to both harvesting

and road construction/maintenance impacts on
employees and their wages. As mentioned above,
workers salaries depend on their productivity. Poor
harvesting plans/information on the amount of wood
available in an area can lead to unrealistic expecta-
tions of productivity, which in turn affects salaries.
Similarly, road construction and planning determines
whether an area can be logged and therefore affects
seasonality of work, which again has an impact on
average salaries, considering that logging can only
occur in winter when roads are frozen.

• There was some frustration amongst stakeholders
with regards to the quality of equipment and machin-
ery, the availability of spare parts, and servicing of
equipment. If workers have poor equipment, produc-
tivity is lower and therefore also wages.

• Even though the issue is debatable, it is generally the
feeling that change in technology must continue to be
gradual and carefully planned keeping retiring
employees in mind, as it has been up until now. This
process should be accompanied by extensive training
of young operators/managers.

• Advance planning with regards to training and talent
development is crucial to logging operations, as there
is a severe lack in skills in amongst the local labour
force. Long-term planning is required in order to
ensure that young people from the local communities
are developed so that operations are not forced to

A meeting with community representatives in the Priluzskiy District.
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recruit outside of region. Should this happen, as a
consequence unemployment will continue to deterio-
rate, as will community well-being since the youth will
continue to migrate to the city in search of employ-
ment opportunities and better paying jobs.

• FSC certification is seen as beneficial with regards to
social consultation aspects, improved management
processes and environmental performance of logging
operations.

7.2.3 Forestry Model
• From consultation it is apparent that decision-making

is highly centralised at the MBP SY Mill. For example,
logging operations are 100% owned subsidiaries,
restructuring decisions are taken by the Mill, prices of
wood and volume of procurement set by MBP SY, etc.
Therefore, any difference in logging companies lies in
the quality of management, and as mentioned above,
this has immediate effects on wages and productivity,
as well as the relationship to the community.

• There was significant concern amongst employees
and operations management about who should own
inventories, the logging companies or MBP SY. Under
the current model, logging companies own invento-
ries and receive payment for them at the Mill’s wood
yard gate. If, however, there is a delay between felling
and delivery to the Mill, the stocked wood begins to
lose its value and payments for felled wood are also
delayed. If payment took place at the lower landing,

MBP SY would own the wood stocks and would incur
those losses, should they occur.

• There is a perception amongst stakeholders that
wood prices are low and have not increased relative
to the inflation rate.

• Until now, the shift to mechanisation has been planned
and sensitively timed.

7.2.4 Village and Settlement Life
• The social situation varies from district to district.

Those which are closer to Syktyvkar and major cities
are generally better off and more positive, while com-
munities far from cities are in a more difficult situation
and are more vulnerable.

• In general all villages and districts have suffered from
a decline in population in the past years, whereby the
death rate is higher than birth rate and there is a heavy
emigration to the city. This causes significant concern
for the future of villages and settlements and the
ageing population has effects on social infrastructure,
for example causing schools and kindergartens to
close in several villages or settlements.

• Young people commonly leave villages for higher educa-
tion, and many do not return due to lack of job oppor-
tunities (or well-paid jobs), housing, and social infrastruc-
ture. In some villages it was the general perception that
youth would return if there were enough opportunities
and that they would be interested in working in the forest
on modern technology if they were properly trained.

Staff of the logging operation in Kortkerosskiy during the SEAT consultation.
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• There is a relatively high rate of unemployment,
especially amongst women. Those men who do not
work for logging companies or businesses somehow
related to forestry find it hard to find employment in
something else.

• There seemed to be a marked difference in the
attitudes of different villages and districts regarding
possible alternative sources of income and small
businesses, in for example agriculture, saw milling,
mushrooms and berries processing, or tourism. In
some villages the attitude was positive and open to
new ideas, while in others in general there was pes-
simism that there could be any important source of
income other than logging. Nevertheless, there is
opportunity and the need for investment in small
business opportunities.

• Several reoccurring issues were extremely sensitive in
most all districts visited, including the systematic
closing of local saw mills and consequently the avail-
ability of timber for housing; availability of firewood;
and the difficulty surrounding transport, roads, and
accessibility.

• Community well-being is very much dependent on
and vulnerable to the financial performance of logging
operations, employee salaries and road construc-
tion.

• Generally, it can be said there are relatively good
relations with logging companies and MBP SY; how-
ever this varied in different communities.

• MBP SY has signed social agreements with each
district, which is an appropriate basis for good
relations; however there is a general lack of proper
communication of agreements to local communities,
as well as a lack of involvement of communities and
logging managers while drafting the agreements.

During the consultation it became very apparent just
what a crucial role the logging operations and MBP SY
have on the forestry communities. Villages and settle-
ments are very much dependent on them as a source of
income, both from the taxes paid and from workers
salaries. This makes communities vulnerable to factors
affecting the logging subsidiaries’ productivities and
headcount, such as mechanisation, harvesting volumes,
planning and seasonality of logging. While the circum-
stances are slightly more positive in villages and districts
closer to major urban centres, the situation everywhere
is aggravated by a natural decline in population and
migration to the city. Young people have a tendency to
leave the rural districts in search of better opportunities
in the city. People feel a general uncertainty about their
futures and in many cases look to MBP SY to resolve
these uncertainties.

Recognising the responsibility MBP SY has towards the
stakeholders in the forest communities, the following
areas require management responses:

• Planning
– Harvesting and road construction
– Skills and training
– Mechanisation

• Logging company management and MBP SY forestry
model

• Issue of wages and wage vulnerability
• Communication

– MBP SY plans and strategy
– Wood availability
– MBP SY cooperation with communities

7.3 SUMMARY AND RECOMMENDATIONS
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Based on the feedback given by stakeholders during the
SEAT consultation, the following major areas requiring
management response were identified. Furthermore, a
senior member of management has been charged with
developing a social plan for the logging operations.

Harvesting and road construction
Since 2006, MBP SY has built forest roads through
direct contracts with relevant contractors (both with
specialised road construction companies and MBP SY
logging subsidiaries that have road construction service
and equipment), i.e. MBP SY has changed the funding
model from investment agreements to service con-
tracts.

In 2006, MBP SY constructed about 58 km of forest
roads and spent almost EUR 2 million for these pur-
poses. In 2007, this investment is expected to increase
significantly. Similarly, expenditure for silviculture and
fire-fighting has been constantly increasing from year to
year.

Logging operations are being transformed to new har-
vesting technologies. Operations are continuously opti-
mised based on differentiated approach, because of the
different economic environment in the different logging
companies. Serious steps have been made to optimise
the supply chain; for example, the introduction of a dis-
patching service, the implementation of a wood delivery
tracing system using GPS receivers and an automatic
wood acceptance system based on updated Photoscan
system.

8.1 PLANNING

8 MANAGEMENT RESPONSES 
TO ISSUES RAISED

Feedback of the management responses to stakeholders in the Ust-Kulomskiy District.



example, in the near future the number of workers
employed at harvesting stage will be significantly reduced
and as a consequence additional workplaces shall be
made redundant.

Mechanisation is developed and implemented in different
ways in different forest operations.  Taking the example
of the floating company in the Ust-Kulom region, the
lower landing will be kept there as this landing is an
essential part of the wood floating process. This has
determined the mechanisation rate itself and types of
machinery, as it is evident that whole-tree harvesting on
the basis of advanced felling-and-bunching machines
will be actively implemented in this company rather than
harvesters-forwarders based operations.

The mechanisation process is being carried out in a
centralised manner because the investment plan must
be approved by the parent company. Nevertheless, this
process is bilateral, as the main vision of each company’s
development process is framed locally, based on its
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Skills and training
Active personnel training occurred in 2006, including:

 • regular wood quality audits and customer work-
shops;

 • regular experience-exchange meetings in Finland for
the management of forest operations;

 • operator training with harvester simulator equip-
ment, which was installed at the Vocational School
# 15 (Ezhva) in mid 2006;

 • harvester operator courses, which began on
September 1; 30 trainees were recruited mainly
from MBP SY forest operations; and

 • The possibility of cooperation with and support of
the vocational schools at the districts will be
thoroughly examined.

Mechanisation
As a result of a transfer to advanced harvesting
methods, a reallocation of personnel reallocation from
harvesting to silvicultural operations is planned. For

The SEAT Team on site at a logging operation in Koigorodskiy.
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realities and location. One of the key factors affecting the
whole development process is HR potential, which varies
between logging operations. At present this factor has
lead to a revision of mechanisation plans, as almost all
logging companies are confronted with lack of skilled
employees in all harvesting stages.

At present MBP SY is generating a demographic model
of its forest operations, based on a programme devel-
oped by MONDI BUSINESS PAPER. The first results will
be communicated to local administrations. At present,
the average age of forest operations employees is rather
critical (considering the average life expectancy for men
in Komi’s rural districts in 53); therefore the demographic
situation itself might lead to an acceleration of mechani-
sation. Forest communities are aware of this process.

Upon request by MBP SY, a survey of schoolchildren and
vocational schools graduates in the Ust-Kulomskiy
region was carried out. The survey measured their desire
to work as harvesting machinery operators with a high
salary. According to the Head of Region’s Administration,
there was a very low interest in such jobs.

All the above-mentioned points imply that new harvest-
ing technology must and shall be increasingly imple-
mented but rather gradually. This process is required
both to increase the efficiency of harvesting, and to
confront the demographic issue. At present logging
companies use internal resources to do this e.g. labour
productivity improvement, reduction of diesel fuel
consumption per m3, etc.

A certain number of retrenched employees shall
be employed on forest roads construction, silviculture/
reforestation and thinning operations. In addition,
agreements have been made with local administrations
and investments have been made in the creation of new
jobs.

• MBP SY manages its subsidiary logging operations
mainly through budgeting and controlling. Addition-
ally, for strategic development companies such as
Rosgiproles (development of forests availability model)
and NIOKR (a research and development company)
are involved in wood resources management on
contract basis.

• Cash flow is controlled through the Treasury
Department; purchasing of direct materials, as well as
sales of saw logs are centralised; and a leasing
system is set up. In addition, the number of lower
landings has been reduced and manpower and
machinery are concentrated on a certain logging spots.

• A year ago MBP SY changed to a new forest manage-
ment model, whereby all forest operations became
MBP SY contractors. The scope of the contracts
includes not only harvesting operations, but also stor-
age and handling services. Payment for the whole
operation cycle is split in two stages: firstly, after log-
length logging, and secondly, the final settlement,
which occurs after the acceptance of finished
shortwood at MBP SY. This model shall motivate
excellence in quality performance in all operational
stages. In cases where wood stocks are accumulated
in lower and upper landings, prepayment is made in
order to avoid the reduction of working capital.

• MBP SY made agreements with Komatsu Forest Oy
and John Deere for the improvement of harvesting
machinery maintenance in the service centres of these
companies. Agreements were not fulfilled, and now
MBP SY will make a decision whether to establish its
own service centre or to give the partners another
chance.

• LLC “Novy Les” was established in August 2006 in
Sysolsky Region. This company shall grow one million
seedlings on the annual basis for reforestation and
conservation of biodiversity. This company is 100%
controlled by MBP SY, and it will provide services to
MBP SY and subsidiary forest operations. With a total
investment in the project reaching EUR 620,000,
many additional jobs will be created.

• The salary of each employee depends on his/her
labour productivity and personal motivation. The
development of mechanisation has lead to increased
salaries in mechanised areas. For example, salaries
increased by 18% in 2006, productivity growth was
15% (in comparison with 2005). In the 2007 budget,
it is planned to raise wages of employees of all cate-
gories in average from 7 up to 10%.

• A unified wage tariff system was developed and shall
be implemented in all MBP SY forest operations.

• MBP SY provides free summer camp vouchers for the
children of the employees of forest operations on the
annual basis. Other social guarantees depend on the

8.2 MANAGEMENT OF 
LOGGING COMPANIES AND 
MBP SY FORESTRY MODEL

8.3 ISSUE OF WAGES AND 
WAGE VULNERABILITY



newspaper “Lesnaya Gazeta” and distributes it free to
forest operations.

MBP SY Cooperation with Communities
Partnership and cooperation agreements are being
forged with forest communities. Such agreements were
made with Koygorodskiy, Ust-Kulomskiy, Sysolskiy,
Udorskiy, Priluzskiy and Kortkerosskiy Regions. Commit-
ments made by MBP SY have been fulfilled, but job
creation is slow at a local level. However, the local popu-
lation is generally not informed of such agreements. The
conclusion of such agreements shall be continued, but
their mechanism and control need to be revised. For
example, it is necessary to hold public hearings before
making future agreements and to inform local commu-
nity about their fulfilment.
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collective bargaining agreement of each operation, as
well as on productivity and financial condition and
management of forest operations.

• The possibility to work out a unified collective bargain-
ing agreement for all the subsidiary logging operations
is being examined at the moment at MBP SY.

MBP SY Plans and Strategy Going Forward 
Communication is carried out through meetings with
MBP SY management, trade-unions, information about
year-end performance, as well as through the corporate
newspaper, news releases and articles in local news-
papers.

In July 2006, under the auspices of MBP SY, the Timber
Merchants Association was re-established in the Komi
Republic. It will inform communities about forest opera-
tions issues. The association issues an independent

8.4 COMMUNICATION

Consultation at a logging site in the Priluzskiy District where Scandinavian technology is used.
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Once these management responses to the issues
raised during consultation were drafted and approved,
members of MONDI BUSINESS PAPER Group and
MONDI BUSINESS PAPER Syktyvkar management
visited the Koigorodskiy and Ust-Kulomskiy districts to
present them to a selected group stakeholders.

During each meeting, Mill management presented an
overview of logging operations in the districts and a sum-
mary of these responses. Afterwards they were available
to answer stakeholder questions. Long discussions took
place about the change to modern harvesting technol-
ogy and processes associated with it, such as forest
roads construction, staff reduction, purchasing prices
and harvesting volumes. Among other things, partici-
pants expressed particular concern about extending
social benefits and access to facilities for logging employ-
ees, to a level which equals Mill employees; support of
veterans; and further cooperation with the districts with
respect to community development.

The Mill management responded that the volumes of
harvesting will be increased within the strategy of

MBP SY development and logging companies now need
to work to improve labour productivity. Regarding vouch-
ers to sanatoriums, the priority of MBP SY administration
has always been to provide these to employees of the
Mill and its subsidiaries. Management also noted that the
problem of the eventual unemployment on account of
mechanisation will be solved with the help of social
agreements. Currently, agreements have been con-
cluded with all the communities and will be continued as
MBP SY realises its social responsibility to the communi-
ties associated with the Mill operation.

As a whole, participants mentioned that the atmosphere
of the meetings was agreeable, especially in comparison
to similar meetings 3 years ago. Community representa-
tives agreed that MBP SY has done a great deal for the
district development and that the company keeps its
word and acts within the framework of the concluded
agreements. Moreover, despite the many issues and
problems that remain to be solved, they thanked the Mill
management for conducting such meetings, as “it
speaks of the respect to the communities and shows
their support”.

8.5 FEEDBACK TO 
THE COMMUNITIES
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In addition to the systematic implementation the
management responses, MONDI BUSINESS PAPER
Syktyvkar has committed to developing a social
programme for employees of its subsidiary logging
companies. The Mill recognises its responsibility to its
employees and to the forest communities, and thus will
analyse the possibilities of extending some of the benefits

that Mill employees enjoy to logging employees and
veterans. This is also in line with the results of the SEAT
at the Syktyvkar Mill carried out in 2005, where one of
the major issues raised by stakeholders was “the social
problems and lack of social investment in the rural
villages surrounding MBP SY forest operations”.

9 ADDITIONAL ACTIVITIES 
TO BE CONDUCTED BY 

MONDI BUSINESS PAPER SYKTYVKAR

Wood stockpiled at a lower landing.
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10 CONTACT DETAILS AND 
FURTHER INFORMATION

For further details on MONDI BUSINESS PAPER Syktyvkar’s
social management initiatives please contact:

Mr. Andrey Samodelkin
MONDI BUSINESS PAPER Syktyvkar

Ezhva
Komi Republic

Russian Federation

Telephone: +7 8212 66 99 03
Fax: +7 8212 66 85 85

Email: Andrey.Samodelkin@mondibp.com
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