
T- p F. E.A. 41-aRLT PRE1 FrRESTRICTED

FiLe cop X21J i 3-'w M 
ON' E Vi"E77

This report is restricted to use within the Bank.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

THE ECONOMY OF FINLAND

October 12, 1954

Department of Operations Department of
Europe, Africa and Australasia Technical Operations

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed



CURRENCY EQUIVALENTS

US $1 a 230 F.Mk.

F.Mk. 1 = 0.43 US Cents

F.Mk. 100 million = US $430,000



THE ECONOMY OF FINLAND

TABLE OF CONTENTS

Page

BASIC DATA

CHARTS

SUMMARY AND CONCLUSIONS i

PART I - GENERAL REVIEW

Introduction
Area and Population 1
The Changing Pattern of the Economy 1
The Korean Boom and its Aftermath 3
The Political Scene 6
Prospects for the Future 7

PART II -SOME OUTSTANDINlG ASPECTS OF THE ECONOMY

National Accounts 10
Investment and its Financing 12
Public Finance 15
Employment, Prices and Wages 17
External Position 19

PART III -MAJOR SECTORS OF THE FINNISH ECONOMY

Post-war Trends 25
Agriculture 26
Forestry 28
Industry 30
Electric Power 37
Railways 39

LIST OF TABLES 41

STATISTICAL APPENDIX Tables 1 - 6



FINLAND

Basic Data

Area: 337,000 square kilometers (130,000 square miles)

Population as of December 31, 1953: 4,1415000

Net National Income, 1953
Tptal: $2.6 billion
Per capita: $635

Foreign Trade, 1953
Exports, f.o.b. $572 million
Imports, c.i.f. 534 n
Trade Balance 3-F n
Services, Net 9 0

Current Account Balance 47 "

Proportion of Woodproducts in Exports 77%

Budget, 1954 estimates, millions of' dollars

Current Account
Revenue 792
Expenditure 613

179
Capital Account, Net - 183
Overall Balance -

Net Foreign Exchange Reserves, .Juie,-3Q J 1954

Gold and U.S.Dollars $60 million
E.P.U.Currencies 31 n

Eastern Currencies 57 tt

Other Currencies - 18 "

TOTAL 130 n

Foreign Debt, June 30, 1954

U.S. Dollars $157 million
Swedish Kronor 114 n
Other 15 It

Total H276 "



FINLAND
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SU /MA_RY AND CONCLUSIONS

1. Finland has largely recovered from the effects of the war. Reparations
and other payments to Russia are at an end, the productive assets lost in the
territories transferred to Russia have been replaced and the Karelian refugees
have been absorbed. There is now a broader basis for further progress.

2. The gross national product in real terms is about 40% above the prewar
level, the per capita product is about 25% higher than before the war and the
output per worker in industry has risen by 32% above the prewJar level and by
15% in agriculture. Owing to industrialization, the economy is now more di-
versified and less dependent on foreign trade than before the war.

3. The two largest industrial groups are the woodworking industries and
the metal working and engineering industries. The woodworking industries
had to replace the mills lost to Russia and have only recently regained the
prewar level of output. They account for nearly one-third of the total in-
dustrial output, with less than one-quarter of the labor force, and provide
the most important single source of export earnings. The metal working and
engineering industries, which had to be doubled in size to produce repara-
tion goods, account for about one-quarter of the output with almost one-third
of the labor force. Only about one-seventh of their products goes to foreign
markets.

4. Foreign trade, including reparation deliveries, has yielded a surplus
throughout the postwar period except in 1952. With the cessation of repara-
tions, it became imperative for the metal working industries to replace repara-
tion deliveries by commercial exports to the eastern bloc. As a result,
metal and engineering products now account for about 17% of total exports
and the Soviet blocts share of Finnish exports has risen to nearly one-third
as against a mere fraction before the war. These industries, unable to com-
pete in the western markets, have to rely for the continuation of their pro-
duction on sales to the Soviet bloc countries. This dependence of the second
most important industry on the eastern markets is a serious weakness.

5. In spite of difficulties Finland has been able to make steady progress
towards internal stability. There has been a balanced budget for several
years, inflation has been stopped and, with the help of declining import
prices, the cost of living has remained fairly stable for nearly three years.

6. Nevertheless, great efforts will have to be made to consolidate the
position. The need to maintain political and social peace under the pressuro
of a strong communist minority has overstrained the economy. Wages and farm
incomes have been steadily raised and stabilized at the peak level of the
boom in 1951. The result is a high and inflexible income structure, which
is a constant threat to stability, hindering the liberalization of foreign
trade, stimulating uneconomic enterprises in a protected domestic market
and preventinlg export industries from adjusting their costs to changing
world conditions.



7. The Government is aware of these problems but no immediate or
radical action can be expected under present political conditions. Until
they are solved they will continue to cause difficulties

8. Finland has an excellent debt record. Her debt is relatively small,
less than 10% of the gross national income, and it has been considerably
reduced over the last few years. There is therefore a margin for further
borrowing. On the other hand, Finlandts ability to save is limited and
she needs foreign capital to help develop her productive capacity, especially
her hydroelectric power resources and export industries.

9. The exchange earning capacity of the country depends primarily on the
woodworking industries which provide over 80% of total exports. Companies
in the woodworking industries are generally efficient and in a sound posi-
tion and their products are firmly established in export markets. Their
current expansion plans are well within the limits set by Finland's forest
resources. The long term market prospects for pulp and paper products are
favorable.

10. Finland's earnings on foreign account therefore justify her incurring
additional external debt and a loan equivalent to $1OL15 million should be
well within the limits of Finland's creditworthiness. Finland is earning
a large surplus in pounds sterling and is therefore most creditworthy in
this currency and also in any other European currencies into which her sterl-
ing surplus can be converted. Her dollar position is steadily improving,
but her current dollar earnings are still small as compared with the service
payments on the existing debt, and it is therefore sound to keep any new
dollar borrowing within moderate limits.



TI-E ECON01A9t UF FIMLAITD

PART I

GENERAL REVIEW

Introduction

1. Previotus economic reports on Finland prepared by earlier missions
include "Report on the 1conoqy of Finland" dated January 31, 1949 ('3.9A):
"Finland's Economic Position'", dated IEay 10, 1950 (E.87); and "Thle Credit-
worthiness of Finland" dated February 8, 1952 (E.204A). The main object
of the .present report is to review economic developments in Finland since
the end of 1951.

2, The report is divided into three parts. Part I is a general
review of the Finnish economy. Part II explores some outstanding aspects
of the economy in more detail. Part III is devoted to an analysis of the
various incdustrial sectors,

Area and Population

3e The present area of Finland is 337,000 sq. km. (130,000 square
miles) or 3.4A of the total European area, Finland is thus somewhat smaller
than Norway or Swieden. About one-third of the country lies north of the
Arctic Circle. The average annual temperature in the north is as low as
300 F., and even in the south it is only 420 F.

4. Almost one-tenth of the country is covered by lakes and rivers.
About 71% of the land is forest and 8.5%b is cultivated. In southern Finland
the cultivated area is 14<ov, while it is only 2% in northern Finland. Swamps,
soine of them wooded, cover a third of the country.

5. The population amounts to 4.1 million, wuhich corresponds to 14 in-
habitants per sq. km. of the land area. In Europe only Norway and Iceland
are more thinly populated. Seven-eighths of the Finnish population live in
the southern half of the country and only one-eighth in the northern half,
making for densities of 23 and 3.5 inhabitants per sq. km. respectively..
The annual population growth over the 1940~-50 decade was slightly less than
1/' and the forecast for the 1950-60 decade is about the same. Almost all
of the population increase during the previous three decades went to the
urban areas, but in 1950 about twJo-thirds of the population still lived in
rural areas.

The Changing Pattern of the Economy

Industrialization

6. Finland is less inadustrialized than the other Scandinavian countries.
In spite of the strong movement away from t1he rural areas during the last
decade, agriculture ard forestry continue to provide tlhe livelihood for a
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substantial proportion of the population. Before the war these activities
accounted for more than one-third of tlhe net national product, and more than
half of the total population derived a livelihood from them. In 1953 they
still accounted for one-fourth of net national product and supplied the sub-
sistence for about 40% of the total population.

7e But Finland is changing. Already in the interwar years after Finland
gained her indeperndence there was a rapid industrialization at a rate which
was second only to that of Japan. Again after 1945 there was a large increase
in industrial production. TWhile in 1938 manufacturing industry and construc-
tion accounted for slightly more than 30% of the net national product, their
share had increased to almost 40% in 1953. At the same tirae the proportion
of the total population which derived its subsistence from industry and con-
struction, rose from less than 20% to almost 30%.

8, In the industrial field the mainstay of the Finnish econoP7 is the
woodworking industry based on the large forests. It is b-y far the most
important source of exports; in 1953 it accounted for 8oO. In industry as
a whole, however, its relative importance has decreased, because other in-
dustries importing raw materials have expanded rapidly in uhe postwar years,
These changes have been accentuated, if not dictated, by Finland's losses
during the war and by the reparations that had to be made to Russia.

The War and Its Effects

9. During the 1939-44 wars Finland lost 85,000 men and 50,000 wJere
invalided. The ceded territory comprised-12% of the land area and contained
11% of the industrial capacity. About one-third of the harnessed water power
was lost. The pulp industry lost 25% of its capacity, the plywood industry
14h%, the sa!nill industry 13% and the paper industry 5%. The population in
the ceded territory, about 500,000 people, of whom almost half derived their
livelihood from agriculture, migrated to Finland and had to be resettled.

10. In the period September 1944 to September 1952 Finland had to pay
war reparations to the Soviet Union, equivalent in 1952 dollars to some U.S.
$570 million. In addition Finland had to send goods to the Soviet Union
worth some U.S, $80 million in compensation for former German property left
in Finland and-for other miscellaneous claims. Of the reparations almost
three-fourths consisted of deliveries of metal products, including industrial
machinery and ships.

llo In the early postwar yrears the metal industry had to be expanded
rapidly in order to be able to make reparation deliveries to Russia, Later
other industries producing consumer goods like textiles and foodstuffs, and
also the chemical industry, have shown the greatest increase in output. As
reparations came to an end, the metal industry had to enlarge its commercial
exports. Because of its high costs, howqevrer, it has been able to sell its
products only to the Eastern Bloc, wRrhich is usually willing to pay more than



the world market prices, especially for strategic goods. Meanwihile, the
woodworking industry has been rebuilt; by now it has regained its prewar
output,

12. The strain put on the Finnish economry oy the necessary heavy postwar
investments and reparations would have requLired great sacrifice on the part
of the Firnish consumer to maintain a balanced economic development. As it
was, popular pressure to increase living standards was strong and exerted a
powerful influence on the political parties. The res7ult wias a strong infla-
tion induced by budget deficits in the early postwar years and cver-expansion
of bank credit. From 1945 to 1951 the wholesale price index rose four times.
The inflation was not broaght under control until 1951, when a stabilization
program was adopted.

13. But, by now, Finland has regained her economic and financial freedom
which was greatly restricted by the heavy burdens imposed as a result of the
war. Reparations have been paid off, the productive assets lost to Russia
have been largely replaced, and the Karelian refugees have been resettled.
T1he pensions due to the war victims are now accepted as part of the general
income structure of the cormanity,

l.4 After these adjustments Finland has a broader basis for further
development. The per head quota of the net national product regained its
prewar level in 1948 and is now 1,'O higher than in 1938 in real terms. In-
dustrialization has made considerable progress especially in the home market
industries, in metal working and engineeringO. Tnough the efficiency of some
of the new industries leaves something to be desired, the econor¢y is more
diversified and less dependent on foreign trade than before the war, As a
result, the proportion of the gross national output going into exports de-
creased from 23%1 in 1938 to 16.5% in 1953,

The KoreanBoom and Its Aftermath

The Boom and the Stabilization Program

15, The econoirg was greatly affected by the Korean boom, when there was
a sharp rise, followed by an equally sharp fall, in the demand for Finnish
export products. Price movements caused the terms of trade to rise during
the upswing of the cycle from 115 to 157 and to fall back to 122 dv.ring the
downswing. The ratio of exports to the gross national product rose from an
average of 17% before the boom to 25% in 1951 and dropped to 16.5% in 1953.
The import volume increased by 28O in 1951 and was cut down by 26% in 1953.
The result was that the trade balance changed from a surplus of l190 million
in 1951 to a deficit of $774 million in 1952 and then swung back to a surplus
of $42 million in 1953.

16. In 1951, at the height of the boom, the government appointed a planning
conmittee to discuss thle possibility of stabilization with representatives of



the business corumunity, the trade urions and the farmers. The result was
a compromise under which industrial wJages were tied to a new cost of living
index and the farmers were given a pledge, in the form of a revised price
support system, that their income would not be allowed to decrease in re-
lation to the income of other social groups. In order to maintain the income
of farmers andiage earners at the contemplated level, the government was
given power to make more extensive use of price controls and subsidies. In
the financial field it was decided to continue the policy of budgeting for
a surplus and to tighten credit controls in order to prevent speculative
borrowing and to channel available funds to such investments as would enable
the export industries to absorb high wages and high wood prices through
modernizing and rationalizing their operations. It was also decided to slow
down the relaxation of rent controls, to encourage the construction of new
dwellings and to reduce the official discount rate from 7-3/4% to 5-3/4% in
order to make money cheaper.

17. The relative stability achieved in 1951, when the boom was at its
height, has been maintained. The stabilization scheree was in some ways well
timed, It started shortly before import prices began to decline and this was
a decisive element in its success. Falling im,port prices, combined with a
restriction of rediscount facilities, provided a strong incentive to liquidate
excess inventories. Moreover, the maintenance of the purchasing powier of
money for nearly three years has put an end to the chance of makin- easy in-
flationary profits whi.ch existed earlier. Bueiness has adopted a more cautious
attitude anid the banks have become more critical and more selective in their
lending. This is the most valuable gain the econcny has obtained from the

stabilization scheme.

18. On the other hand, the scheme is not free of some serious disadvantages.
WJages and farm incomes have been stabilized at the peak of the boom, tlhus
imposing a high level of costs on the country's export industries. As a

result the currency appears to be over-valued at the present exchange rate,
ant this is by no means a factor to strengthen confidence in money. iMoreover,
the inflexibility of wages and farm revenues, two decisive elements in the
price structure, has greatly restricted the function of the market imechanism
to distribute available resources between consumption, foreign trade and in-
vestment, Finally, the maintenance of the two main income categories at a
high and rig-id level and the pressure for more social services and more
housing makes for a level of consumption and investment w,hich tend to exceed
Finlandt s resources,

19. The competitive position of exports, especially pulp exports, has
considerably rweakened, owing to high wages and high wood prices. Wlages
which rose parn passu with booming export prices have been maintained at
their peak, and tlhe decline in wood prices is la-ging behind the sharp fall
in export prices. High production costs cormbined with a reduced demand for
pulp products forced the mills to operate at substantial losses duiring most
of the year 1953.



20. In the late summer of 1953, when the situation was at its worst,the
industry urged the government to devalue the currency. The government did not
want to go along with this suggestion but proposed measures such as a reduction
in taxation to reduce the cost level. The assumption was that lower production
costs would lead also to a f'all in domestic prices, which in turn would open
the way for a corresponding reduction in wages. While politically a devaluation
would have been very unpopular, there was also much opposition to the proposed
fiscal measures as they would have entailed a heavy reduction in social expendi-
tures. There developed a deadlock, the government resigned and a cabinet of
"technicians" was appointed to take care of the administration until the new
elections.

21. The caretakers, with no mandate to make basic policy decisions, resorted
to measures of a technical character. Besides abolishing the sales tax on cer-
tain wood processing materials, arrangements were made to repay to the pulp mills
the retention duties which had been accumulated in a special fund during the boom.
One-half of the available amount was repaid to support the mills up to the end
of 1954 whereas the other half is held in reserve and could be used for the same
purpose in 1955.

22. Meanwhile, the situation has improved considerably. Larger orders from
European markets and higher selling prices in these markets have enabled the
mills to elimninate most of the losses and even to make some small profits. In
addition, there are the repayments from the retention duties which, if related
to the estimated export volume of the year, represent about 10% of the selling
price per ton. Leaving these repayments out of account, the earning capacity
of the mills is still below normal.

23. Repayment of the retention duties is a temporary expedient which does
not solve the problem of inflexible costs. It merely mitigates their effects
on the most important export industry. It remains to be seen whether the new
government which was appointed after the elections will be able to deal with
the problem in a more permanent way.

The Price of Stabilization

24. The Finnish economy is, however, governed by policies which insulate it
from the free play of economic forces: except that the vital woodworking indus-
tries cannot be insulated from the world market. Public expenditure ab3orbs at
present 35% of the gross national product and the rate of gross investment is
up at 30% mainly because of extensive public works and a large housing program,
sustained by budget appropriations. The income structure has been changed to
the advantage of the farmers and the wage earners at the cost of the other in-
come groups. Subsidies to farmers correspond to nearly 12% of the net value of
agricultural production. Wages, including social contributions paid by the em-
ployers, get a 63% share of the national income at factor cost as compared with
50% before the war. All these proportions rank among the highest in Europe,
whereas Finland's resources, though quite substantial, are of lower relative
rank.
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25. The entire volume of imports is subject to controls and restrictions.
In view of the existing wide discrepancy between internal and external prices,
any major liberalization would raise the demand for foreign goods to a level
which would threaten the balance of payments. Thus, although the industries
other than the wood-working industries suffer from the burden of high wages and
high taxation, they enjoy corresponding benefits in the form of a protected
market. Agriculture, moreover, receives government subsidies.

26. The wood-working industries, however, do not enjoy the same advantages
as the other branches of the economny and they, in effect, carry a large part
of the burden of controls which protect the rest of the economy. They could
do this in the boom, but are hard put to do so in more normal conditions.

The Political Scene

Relations with the East

27. Since the last general report on Finland, there have been no significant
changes in her relations with Russia in spite of the fact that the Communists
have been left out of all cabinets since 1948. It seems, however, to be a
Russian aim to strengthen the trading links between Finland and the Eastern Bloc,
A second five-year trade agreement for the period 1956-60 has been signed
recently.

28a In 1953 Russia for the first time outstripped the U.K. as Finland's
largest trade partner. Finland buys in the eastern area a large volume of bulk
cormnmodities which would be marketable in Finland in any circumstances.
However, in addition to these bulk commodities, Finland has to accept in exchange
for her exports a certain volume of finished goods which are not competitive with
comparable western products.

29. Although Finland does, for the present, enjoy certain advantages in the
eastern market, it remains to be seen how long the Russians will be willing to
pay higher than world prices. Since the metal industries would find it
difficult to compete in world. markets, the present reliance on eastern markets
is a weakness.

Domestic Politics

30. Finland is a borderland between two different vorlds and the conditions
under T!,hich she has to make her way as an independent nation are difficult. On
the one hand, she has achieved a remarkable recovery with only a modest amount
of foreign aid, but on the other, the continuous effort to maintain political
balance and social peace has over-strained her economic resources.

31. The political scene has, in fact, shown a remarkable stability since
the war. In 1945 the 200 seats in the Diet were almost equally divided between
the four major parties or groups of parties:- the Communists on the left; the
Social Democrats; the Agrarians (the farmers' party); and the Liberals and Con-
servatives on the right. Three elections since then have only brought a small ga4
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for the center parties at the expense of the Communists. Government has depended
and still depends on coalitions.

32. The new coalition cabinet formed in May 1954 consists of six Social
Demccrats, six Agrarians, one non-party minister and one representative of the
Swedish Party. The latter, Mr. R. Torngren, actually formed the cabinet. As
Prime Minister he will have to act as a balancing factor between the Social
Democrats and the Agrarians.

33. In view of conflicting interests represented in it, the Finnish Govern-
ment can hardly be expected, at least for the time being, to abandon present
policies, even though on purely economic grounds it would be well advised to
allow, as many other countries do, the price mechanism to restore normal cost,
price and income relations. Neither the wage earners nor the farmers are will-
ing at present to depend for their income on the free play of economic forces.
It will take more time in Finland than in most other countries to bring the
exceptionally strong pressures of postwar social requirements into better har-
mony with the existing economic potential. Political considerations will
retain their over-riding influence, while economic matters will continue to be
managed by improvised half-way measures.

Prospects for the Future

The Problems of the Economy

34. Finland has made steady progress towards internal and external stability.
The balance of payments difficulties encountered in 1952 were of a temporary
nature. There has been a balanced budget since 1949 and it is the government's
policy to continue to balance it. Although inflation was suppressed in 1951
and the Central Bank is willing to exert control over the monetary and credit
meachanism and, save for exceptional circumstances, able to do so, consider-
able further efforts will have to be made to clear the way fGr a return to
normal conditions - a more market oriented economy.

35. This is a difficult task, because a strong element of rigidity has been
introduced into the economy by the stabilization program, under which firm
promises were made to maintain the real income of farmers and wage earners at
the peak attained during the Korean boom.

36. The problems arising from the inflexible income structure are manifold
and complicated. It prevents the internal cost level from adjusting itself to
changing world market prices, -with the result that the export industries are
unable to operate at a reasonable degree of profitability. It is a strong
obstacle to the liberalization of trade, and the exclusion of competitive
imports induces the domestic industries to engage in and set up new uneconomic
enterprises. It tends to produce a gap between demand and supply with ensuing
pressures on prices and on the balance of payments.
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37. Thuroughout the postwar years Finland has enjoyed more favorable terms
of trade than during the 1930's - sometimes much more favorable, as in 1951.
Even now, they are better. This has helped her to carry the burden of heavy
investment and reparations without excessive inroads on consumption. The
prospects for the terms of trade are favorable for the long run. But competi-
tion in export markets is keener now than it was before. So long as the key
elements - wages and farm prices - in Finland's economy are geared closely to
the 'evel of consumption and investment she cou'd afford during the 1951 boom,
her position is bound to be difficult.

38. There is, however, not much prospect for any quick change in policies.
In the long run, no doubt, an increase in produactivity could provide more room
to manoeuver; it would enable gradual steps to be taken toward a freer economy
without substantially affecting the various interests that are now bent on
maintaining the status quo.

The WcodLworkingIndustries and the Balance of Payments

39. The long-term balance of payments prospects continue to depend on the
exchange earning capacity of the wood processing industries which account for
over 80% of total exports.

40. The rate of forest growth is sufficient to keep the whole industry going,
and there is room enough for the pulp and paper industries to expand their
operations as envisaged at this time. However, after completing their present
plans, the industries will probably be close to the economic limit of the
existing forest resources. On the other hand, steadily improving forest manage-
ment is likely to result in higher yields. Moreover, there is a growing ten-
dency to convert an increasing proportion of the pulp production into more
developed products with a higher commercial value. These new opportunities
provide another basis on which the industries can continue to expand both in
production anrd in exports.

41. The long-range market prospects appear generally favorable. The use of
timber and the dema2id for sawmill products is rising slowly despite the com-
petition from various substitutes. At the same time, rising cultural and edu-
cational; technical and commercial standards are strong factors tending to
sustain and expand the demand for pulp and paper and for a wide rang3 of related
products at a -ors reapid rate.

42. The wocdworkJlng industries are well established in the world markets;
they have a high reputation for their technical and managerial competence, aid
the quality of their products is competitive. Past developments show that the
industries have always been able to sell their products competitively and there
is every reason to believe that they will continue to do so in the future.

Creditworthiness

43. Finland's debt record is an excellent one. Her debt is comparatively.
small, about 9% of the gross national product, and it has been considerably
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reduced over the 'ast few years. There is, therefore, plenty of room in any
normal circumstances for further borrowing.

44. While physical and human resources provide a fairly wide basis for further
progress, the savings capacity of the economy is limited, especially under pre-
sent circumstances. There is a justifiable need for foreign capital to assist
Finland in developing her power resources and expanding her export industries.

45. Finland, admittedly, has unsolved problems which could at times create
difficulties for her external payments, but changing cost and price relations
have never interfered with the servicing of Finland's foreign debt. Since the
end of the war devaluation has been used three times as an expedient. It may
have to be resorted to again. The fact that the export industry is once again
confronted with the cost problem does not create as great a risk for the Bank
in lending to Finland as might appear on the surface.

46. Finland's traditional export markets are in Europe, but shipments to
other markets are considerable. She is earning a large surplus in pounds
sterling, but on the other hand, she is running deficits with the rest of
Western Europe. She has never had any difficulty, either before or after the
war, in converting her sterling surplus into other currencies except dollars,
and therefore she has always been able to settle her deficits with the Western
European area. There is no reason why this firmly established practice should
be interrupted in the future. The surplus of her sterling trade is estimated
to amount this year to £20 million ($56 million), and her sterling reserve is
expected to rise by the end of the year to £19 million ($53 million). She can
safely borrow further moderate amounts in any European currency.

47. Finland's dollar position continues to improve. Her net dollar reserves
have steadily increased over the last six years, reaching the level of $33
million by the end of 1953, and, since the end of 1949, Finland has reduced her
dollar debt by about 20%. The United States is her biggest customer outside
Europe, accounting for about 15% of her pulp exports and 32% of the newsprint
exports. However, her dollar earnings are small as compared with the annual
service payments on the existing debt, and therefore any new dollar borrowing
can only be small.
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PART II

SOI1E OUTSTANDING ASPECTS CF THE ECONONtY

National Accounts'/

National Produc-

48. After the war national income increased raridly. Gross national
product at stable prices reached a maximum in 1951 when it was 40% higher
than in 1938 in spite of the war losses of territory and productive capacity.
Even on a per capita basis it was about one-fourth higher than prewarn In
addition Finland's export e^rnings after the war in most yee-rs could pay for
more imports than before the war on account of improved terms of trade. The
large increase in gross national product between 1950 and 1951 was followed
by a decline in 1952 after the collapse of the wood products boom in the
second quarter which also entailed a worsening in the terms of trade. An
improvement in economic activity together with higher export prices did not
set in until the second half of 1953. The volume of the gross national
product in 1953 was nevertheless only slightly smaller than in 1951.

NIational Expenditure

49. As a result of the exuensive postwar investrent activity and reparation
deliveries, the volume of private consumotion lagged behind the gross national
uroduct during the first postwar period; but with the increase in production
and improvement in the terms of trade in connection with the 1951-52 wood
products boom it caught up again. Public consumption on the other hand, showed
a more rapid increase througihout.

50. Although gross national product fell in 1952, both investment and
particularly consumption increased. Inventories kept on rising. These
increases were made possible by more liberal imports which resulted in a
deficit on foreign account. In 1953 total investments fell back to somewhat
below the 1951 figure in spite of increased "administrativeir (i.e. public)
investment and the disappearance of reparations. There was also a decline
in private consumption, although it was still higher than in 1951. The
decreases, however, were not as large as recorded because inventories at
the same time declined appreciably, although not to a criticzl level. In
this way it was possible to bring about a slight surplus on foreign account
by substantial reductions in imports 2.

1/ See Tables 1-4. All Tables refer to Finland's area and productive capacity
during the relevant time period and are not recalculated to adjust for
losses under the peace treaty.

2/ N.B. inventory changes are not recorded in the Finnish national accounts.
This tends to exaggerate increases in fixed investment and consumnticn in
years with increasing inventories and vice versa.
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51. By 1953 investment and consumption were the same proportion of national
expenditure at stable prices as before the war. Private investment, however,

had yielded ground to public investment. The importance of foreign trade in

the national economy had declined.

52. at current prices, the development was somewhat different. Private

consumption showed a lower percentage of gross national product than before

the war as a consequence of subsidies and price control.

Income Distribution

53. During the war there was a large shift in income distribution in favor
of wages, salaries and other labor income which increased their shsre of net

national income from 50% to about 60%, mainly at the expense of interest and

rental income. After the war, the share of wages and salaries has remained

fairly stable at around 60%, increasing to 63% in 1952. This redistribution
has meant that a larger proportion of national income than prewar has gone
to groups who do not save much. The result has been enlarged difficulties in

making the scarce supply of resources suffice for the heavy postwar invest-
ment needs.

54. A substantial part of the increase in the share accruing to wage and
salary earners is due to the fact that this group has been receiving an in-

creasing amount of social benefits from the employers, not only by way of

social security contributions but also in the form of paid vacations and sick

leave.

55. The social security contributions include 4% of wages for child allow-
ances and 1% .of wages for the national pensions scheme. On an average, in-

dustrial emplcyers pay an amount equal to 20%o of wages and salaries in social
benefits. This figure.. hovwever, is not high by European standards.

56. The share of social security in gross national income is the highest
in Scandinavia and in 1952 amounted to over 9% (compared to about 3% before

the war); about 1%, however, was not paid out immediately but funded. In
particular child allowances are high while the sums spent on the care of the

sick and the old are more moderate. Payments to war invalids still require

substantial amounts. The fact that there is no real unemployment insurance
system makes for high unemployment appropriations in slump years.

57r The Finnish national pensions system is set up on an insurance basis.

The system was introduced only in 1939 and it will be 1985 before it completely
covers the population. 11eanwhile the National Pensions Fund will be receiving

more in premiums than it is paying out in pensions. The Fund has been an im-
portant source of capital for postwar development projects like the construc-

tion of hydroelectric power. plants, especially in view of the Finnish capital

shortage.
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Investment and Its Financing

Investments

58. Of total gross investments residential building now accounts for about
20-25%, other building (industrial as well as non-industrial) for about 20%,
building repairs for less than 10,o public works for about 15% and machinery
and equipment, including repairs, for about 35%.

59. The increase in the investment demand after the war emanated from
almost all sectors of the economy. The farmers made large profits when food
wasshort ard wanted to plow back their earnings to improve buildings and equip-
ment. The export industry had to make good its war losses. In the home market
industries it was imperative to expand the metal industry to be able to fulfil
the reparation obligations. The exclusion of imports under an import licensing
system encouraged investments also in other branches of the home market indus-
tries. Transport and communications had not been maintained during the war,
and a lot of construction work had been put off. There was a heavy backlog
of housing and public building such as schools and hospitals. Finally, much
repair and maintenance work had to be done after the war-time wear and tear.
The high rate of income formation connected with the hea-y investment activity
indirectly increased the investment demand still further, particularly for
housing and in the home market industries.

60. Control of investment was largely limited to import licensing, state
and local budget control and building regulations. Because of administrative
difficulties and political pressure, however, it was difficult to make the con-
trols effective. The so-called stabilization program adopted in 1951 envisaged
a substantial reduction in the volume of investments, but after a further in-
crease in 1952 it was only in 1953 that the volume was brought back to the 1951
level. Even this reduction, however, was probably due not so much to invest-
ment controls as to a slackening in investment demand.

61. During 1952 residential building increased, a development which continued
in 1953. Even now that the Karelian population has been resettled there remnins
a great housing shortage in urban areas, because of the postwar migration to
the towns and the still artificially low rents which tend to stimulate demand.
In the rural areas which have been particularly favored with state financial
assistance there is no real housing shortage, although housing standards are
frequently low.

62. The share of residential building in gross national product is higher
in Finland than in the other Scandinavian countries. Part of the explanation
for this is the expensive housing types required by the climate and also the
less advanced building methods still used in Finland.

63. The number of dwellings completed increased substantially from 1951
to 1952 both in u-rban and rural areas (Table 5). Earlier in the postwar
period rather fewer buildings had been built in urban areas than before the
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war (there are no statistics for rural building), but from 1950 it exceeded
the prewar figure significantly. Ir, 1953 there was a decline in the total
number completed, but on the other h;nd the number under construction increased,
which points to a larger volume of dwellings to be completed in 1954. Further-
more, all building control was abolished at the beginning of this year.

64. The political pressure for building more dwellings with financial
assistance from the State has been great. It is intended to maintain a high
building volume in the urban areas with the help of government low cost loans
granted by a special institution set up in 1949, the Arava. It is expected,
however, that the importance of government financial assistance to rural build-
ing will gradually decline. The part of urban dwelling construction financed
by Arava was particularly high in 1951. In 1952 and 1953 Arava' s share de-
creased, although the absolute numbers of Arava-financed dwellings were about
the same (Table 5). The loans granted by Arava in 1953 amounted to 13% of the
value of total urban and rural residential construction, and state loans for
rural building to 6%.

65. There may be a case for saying that non-industrial building activity
takes too large a proportion of Finland's resources, especially in view of the
continuing need for capital for rationalization and expansion of industry. On
the other hand, housing must be provided for the increasing industrial labor
force, as well as streets, sewers, etc. in the new industrial communities.
Such investment is an inevitable consequence of rapid industrialization.

Capital Market and Investment Financing

66. The accumulation of savings, after slowing down in 1953, has increased.
However, as long as there is any fear of a devaluation, investors will be
reluctant to buy bonds. The capital market is narrow and its importance is
negligible.

67. An attempt to investigate the sources of investment financing has been
made and the result is given in Table 6. The proportions indicating the
relative importance of the various sources are characteristic. In 1952, about
51% of net investment was covered from the budgets, 21% was financed by bank
loans (including a small amount of bonds and shares bought by the banks), 10%
was supplied by the National Pension Fund and the insurance companies, and the
remaining 18% was financed mainly by reinvested profits and the placing of
shares. However, the "placing of shares" does not mean the issue of new shares
on the market. A considerable proportion of the new shares, probably as much as
one-half of the total, was taken up by the Government and Government controlled
institutions. The other half merely reflects the fact that existing corporations,
instead of expanding under their own signboard, prefer to do the same through
the establishment of new subsidiary companies, these transactions being
financed from undistributed profits of the parent companies.
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68. 'ore detailed information is available on the financing of investment
in industry. During the years 1947-1953, approximately 56% of gross indus-
trial irnvestment was finarced by loans, 37% by firms out of their own resources,
and 7% by the issue of shares. More than half the required capital was thus

provided by increased borrowing. Self-financing was at its lowdest in 1952,
when it fell to 25% for the whole industrial sector and to only 10% in the
woodwiorking industry.

69. The present structure of investment financing and the variations in the
relative importance of the different sources clearly indicate that the distri-
bution of savings is not such as to encourage directly productive investment0
To shift some of the emphasis from compulsory savings to voluntary savings is

an essential prerequisite of the revival of a normally functioning capital
market. The structure of interest rates and capital yields is shown in Table 7.

The Distribution of Credit

70. The distribution of the credit volume between various categories of
lenders and borrowers, including loans from financial institutions other than

the banks, appears from Tables 8 - 9.

71. The list of borrowers is headed by the industrial sector which accounts

for about one-third of the total. It is worth noting that over the last five

years the export industries and also the metal and engineering industries have
decreased their relative shares in the total, whereas the other home market
industries have become more important borrowers. The next largest borrower is

the building industry, followed by trade and transportation, power, agriculture

and the municipalities.

72. As to the lenders, about one-third of all credits come from the conimercia.
banks and another third is provided by the savings banks together with the
cooperative credit societies. It is encouraging thEt during the last few years,
there has been a decline in the relative importance of commercial bank credits,
including direct credits by the Bankc of Finland, whereas the savings organi-
zations have been able to expand their lending.

The Credit Mechanism

73e The development of the money supply, the increase in time and savings
deposits, the position of the Central Bank, and the activities of the com-

mercial banks and savings banks are shown in Tables 10 to 15.
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Public Finance

State Budget Accounts 1949-192

74. The budget accounts, a summary of which is given in Table 16, show that
in spite of exceptional expenditures resulting from the war, a balanced position
was achieved and maintained during the last four years. The current account
surplus, together with some income on capital accounit, was sufficiently large
to finance capital expenditure. The overall balance changed from a small deficit
in 1949 to a considerable surplus in 1951. A slight deficit reappeared in 1953
when the number of the unemployed reached an unprecedented seasonal peak.

75. In addition to the ordinary budget, various funds have been established
partly under the control of the Government and partly under the management of
specific agencies. The functions of these funds are either of a specific nature
or of a temporary character. They include, among others, the mechanism of the
price equalization scheme, the operations of the land settlement program, the
management of public loans and Government-owned shareholdings. Most of the
working capital is provided by the Government with profits accruing to the
budget and losses covered from the budget. A recent investigation of the situa-
tion by a Parliamentary Committee led to the conclusion that the funds should be
either liquidated or included in the ordinary budget.

76. The cash position, after loans and redemption payments, did not require
any special financing, except in 1952, when exceptionally high redemption pay-
ments on foreign loans were temporarily met by short-term credits.

77. The Treasury's short-term debt to the Central Bank was converted in 1953
into a long-term loan of F.Mk. 25 billion (which is about 12% of the budget
total). Since the Government is no longer allowed to borrow short-term from
the Central Bank, any future cash requirements will have to be financed by
selling Treasury bills to others than the Central Bank. Two of the commercial
banks have already agreed to buy a comparatively small amount of such bills.
This transaction, the first of its kind, may be considered as a tentative step
towiards developing a merket for short dated Government paper.

Municiralities

78. The consolidated budget of the municipalities is about one-half the size
of the central budget. The financial position of the local governments is less

st-ong than that of the central Government. The central Government has suffi-
cient revenue to cover practically all its expenditures, whereas the local
governments have to borrow to finance between 15 and 20% of their investments.

Public Expenditure and Gross National Income

79. The combined total of central and local government expenditure amounts
to about 35% of the gross national income as compared with only 23% in 1938.
This is high for a country with a comparatively small defense budget. The
much higher postwar proportion is due almost entirely to a rise in central
Governmnent expenditure as a result of tnle war and the introduction of new
social benefits.
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Public Debt

80. The public debt (see Table 17) is comparatively small, representing
about 23% of the gross national income, which is the same proportion as before
the war. During the years 1949-1953, the central Government reduced its
external debt by about 10% Lzd its internal debt by nearly 12X. The indebted-
ness of the local governments more than doubled during the same period. Total
public debt rose by a little over 3%.

State Budget Estimates for 1954

81. The Parliamentary discussion of the budget proposals for 1954 coincided
with a prolonged political crisis leading to new elections. The budget voted
by the old Parliament is deficient in many respects. The new Government,
appointed after the elections, has already presented a first supplementary
budget and a second one will probably be tabled later in the year. Pending on
official revision of the budget, revised estimates for the use of the mission
have been prepared so as to include the anticipated net results of extra-budget-
ary transactions and to allow for such supplementary expenditures as have

already been incurred or are likely to be incurred during the rest of the year.

82. These revised estimates, compared with the budget voted by the Parliament

and the provisional accounts for 1953 are shown in Tables 18-20. Taking into
account some recent tax reductions, and also the decline in taxable income, the

estimates show a decrease of about 4-5% in current revenue, whereas current
expenditure is expected to remain at the same level. It follows that the current
account surplus, which has to carry most of the burden of the capital account,
will be considerably smaller than last year. In order to get some additional
funds, the railways and the granary monopoly have been instructed -to liquidate

part of their excess stocks. On the other hand, a 10% reduction in capital
expenditure is anticipated, on the assumption that employment in the forests
will be normal this year and that the pressure for relief work and extraordinary
investment will be less strong than last year. If everything goes as well as
expected, the deficit on capital account will be much smaller than it was last

year.

83. The proceeds of new loans to be raised in the domestic market will be

slightly larger than amortization payments on the internal and external debt.

84. In spite of a possible small excess of expenditure over revenue, the
total accounts including new borrowing are expected to result in a cash surplus
amounting to about 1% of total expenditure. Consequently, there is a small

margin for some moderate deterioration in the estimated position.

85. The actual results of the first half of the year show a small overall
deficit (see Table 21).
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Lmnrlovment. Prices and Waaes

Employment

86. While agriculture and forestry account for somewhat less than half
the working population, industry and construction are becoming more and more
important and now account for well over a quarter. The largest industrial
employer is the engineering industry, followed by the woodworking industry.
Together they account for more than half of the industrial wage earners.

87. Industrial labor, as well as employers, are strongly organized.
Collective agreements are common. There has been considerable unrest on the
labor market during the postwar period, but only in 1949 and, particularly,
in 1950 was there a really extensive loss of working days due to strikes.

83. Unemployment was generally very low during the first postwar years,
but in the winter of 1948-49 and 1949-50 it rose to the comparatively high
figure of 50,000 - 55,000 or about 8%/ of the male workers. Unemployment has
hit mainly the unskilled labor employed in forestry and construction. The
amount of unemployment is to a conspicuous degree dependent on the activity
in the forests. After the brisk felling seasons in the winters of 1950-51
and 1951-52, unemployment increased again in the winters of 1952-53 and 1953-54
because of smaller cuttings. To a great extent the unemployed were put on re-
lief work with a consequent strain on the government budget. The maximum un-
employment figures were as high as 62,000 and 53,000 in 1953 and 1954 respec-
tively, and of these as many as 56,000 and 47,000 respectively were put on reLief
work.

89. Finnish unemployment has so far been a seasonal problem. In the summer
there is hardly any unemployment, as the people unemployed in the winter are
absorbed, mainly in agriculture and construction.

Prices and Wa_es

90. Reparations and heavy investment after the war, to a large extent
financed by bank credit, together with the recurring increases in wages, brought
about a strong inflation. While wholesale prices and wages in 1945 were roughly
four times as high as before the war, wholeeale prices in 1951 were eighteen
times as high and industrial wages over twenty times as high (Table 22). After
the stabilization program was introduced in 1951, the upward movement was
halted. Agricultural wages were stable and industrial wages increased only by
1.5% and 2% respectively, in 1952 and 1953. Wholesale prices fell by 1% in
1952 and 4%0 in 1953.

91. Since the war, the increase in wholesale prices has been characterized
by the slower rise in prices of imported goods than in those of domestic goods.
In 1952 prices of domestic goods remained stable, while import prices fell 4X0;
in 1953 both prices fell, by 3% and 6% respectively. The decline in wholesale
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prices stopped in September 1953. In the following six months, the total
wholesale index increased by 2.5%; this was due to a 13% increase in the price
of wood products sold in the domestic market.

92. Under the influence of price control, rent control and subsidies
in 1951 the cost of living was only eleven times what it was before the war.
In spite of the fall in import prices the cost of living has risen somewhat
since 1951, the average increases being 1% and 2% in 1952 and 1953 respectively
During 1952 and 1953 some agricultural subsidies were reduced and rents in
old houses were allowed to rise by more than two-thirds. Nevertheless, rents
in old houses are still only about five times as high as before the war. It
has been estimated that a rise to seven times prewar would bring rents in old
houses into line with tiose for modern houses.

93. In order to prevent a fresh inflationary spiral, it is imperative to
keep the cost of living index down. The stabilization agreement of 1951 pre-
scribes that if the cost of living index increases by 5% and remains at this
level for three months, wages will automatically be raised by 5%. Since the
relationship between farm costs and farm income is also frozen in the agree-
ment, a rise in the cost of living automatically raises farm prices and/or
subsidies.

94. The stability of the cost of living index since 1951 is partly due to
government action. For example, at the end of 1951 and early in 1952 the
sales tax on certain consumer goods was abolished. This meant a fall of 2% in
the cost of living. Later, in October 1953, the cost of living index rose
to almost within 1/2 of 1% of the crucial 5% limit. This was countered mainly
by a reduction in the price of coffee. Subsequently, the index fell further
to 3% below the limit, but in August 1954 it was back at only 1% below.
Since certain rent increases are planned which would raise the index by almost
1% in October, further action may be necessary to maintain the stability of
the index. One step already taken by the government is a proposal to reduce
the general sales tax by a quarter.

Subsidies and Price Control

95. There is a rather involved system of subsidies in Finland. It includes
subsidies which are directly accounted for in the government budget, and
subsidies paid out by extra-budgetary funds in connection with price
equalization operation. The most important of these funds is the Price
Equalization Fund which obtains its revenue from charges levied on imported
goods like groceries, liquid fuel and motor cars.

96. In principle, the extra-budgetary funds should be self-financing. The
subsidies included in the budget are mainly agricultural. The 1954 budget
estimate for these subsidies amounts to a little more than 10% of the value
of last year's contribution from agriculture to net -iational product. In
addition, there is a small amount of price equalization subsidies for
agriculture. Farmers, particularly small-holders, also receive aid in other
forms than subsidies.
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97. The total amount of' budgetary subsid3,es on the domestic market

represents about 2% of private consumptiont In addition, subsidies paid

out by the Price Equalization Fund, mainly for lower quality coffee and

domestic sugar, amount to about 1% of private consumption.

98. In foreign trade there is a semi-publicly run organization, the

Clearingkunta, which subsidizes certain exports with income obtained from
levies on certain imports. Agricultural exports are subsidized by the

budget. If all 1954 subsidies affecting exports are added together,
regardless of financing method, they are estimated to amount to about 7-8%
of the value of exports. One-third of these subsidies, howaver, is
accounted for by the special repayment to the pulp industry of earlier
equalization charges.

99. It appears that for goods sold in the domestic market subsidies are

important mainly for food or food production. The same applies to fixing
of support prices by the state, and price control. Support prices are
limited to certain agricultural products, mainly wheat, rye and butter.
Price control, which was made very strict in early 1951, has been rapidly

lifted since the fall of 1953. With declining import prices and some

slackness in the economy, there has not been so far a rise in the general

level of decontrolled prices. Among prices still under control are those

of foodstuffs and agricultural raw materials which are of crucial impor-

tance for the price stabilizat.ion program. Other products with controlled
prices include some metal products, textiles and building materials. In

particular many imported goods are still subject to price control. The

main reason for this is that imported goods are frequently much cheaper

then home-produced ones or, as in the cases of liquid fuel and cars, not
produced in the country. The authorities -want to ensure that these goods
are not sold at excessive profits. The price differences are eliminated
by imposing price equalization charges.

100. The weig"Its of those consumer goods and services (including rent),
whose price3 are controlled now constitute about half of the total in the
cost of li_-Lrg irndex. Another indication of the improved balance between

supply and demand is the absencet of rationing since March 1954.

External Position

Balance of Pavments - Overall

101. The balance of payments has yielded a current account surplus
throughout the postwar period except in 1952 (see Table 23). However,

reparation deliveries and other indemnity payments to Russia, together

1/ The subsidization of investment goods is negligible (although residential
bIiilding receives considerable financial assistance).
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wiuh payments on capital account resulted in a gap filled out mainly by
long-term loans, and to some extent, by the accumulation of private short
term credits, The long-term loans came mostly from the United States and
Sweden and more recently from the Bank.

102. In 1951, at the peak of the exporu boom, Finland earned a current
account surplus equivalent to $200 million or very nearly as much as the
proceeds of all foreign loans received during the previous five years.
After providing for payments on capital account, there remained a surplus
which enabled Finland not only to finance a large deficit in 1952 but also
to strengthen her monetary reserve. Though 1952 was a critical year, the
difficulties were quickly overcome and by the end of the year 1953 there
reappeared a considerable surplus on the current account. But this surplus
was the result of drastic import restrictions, rather than of natural eco-
nomic forces. In anticipation of rising export earnings, and also in view
of a considerable improvement in foreign exchange holdings, the volume of
new import licenses has been increasing since the beginning of the year.
The potential demand for foreign goods is higher than the contemplated
level of actual imports, because import prices are lower than prices of
home produced goods and this is a strong incentive to buy abroad. The
present system of extensive import controls will, therefore, have to
continue.

103, The development of Finland's foreign trade is shown in Tables 24 to 26,

Regional Pattern

104. Within the overall balance of payments, Finland has a large surplus
with the sterling area and a small surplus with the United States and Canada.
On the other hand, Finland has been running a large deficit with the Western
European area, In her trade with the Soviet bloc, Finland follows the policy
of exchanging a definite volume of exports for an equivalent volume of imports,
with payment in western currencies for any surplus exceeding the swing limits.

105. Finnish export prices being more sensitive than import prices, there
are wide variations in the terms of trade which are reflected in the balance
of payments. However, in the past the surplus earned in the sterling area
has been large enough to meet the deficit with Western Europe.

Eastern Trade

106. A significant change in the geographical distribution of trade has
taken place since the end, of the war and, more particularly, since 1949, when
reparation deliveries to Russia began to decline. If we include reparations,
the Soviet bloc's share of Fin'land's exports (see Table 27) has remained
practically unchanged -- namely 32% in 1949 and 31% in 1953; reparations,
which in 1949 amounted to half of these exports, have been gradually trans-
formed into commercial exports, The significant change is on the import side.
The shere of imports from the countries belonging to the Soviet bloc has
increased from 19% in 1949 to 34% in 1953.
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107. The continuation of reparation exports in the form of commercial
exports was vital to the metal and engineering industries. Under the presslire
of Russian reparation claims, these industries doubled in size and now employ
about 86,000 wage earners or nearly one-third of the total industrial labor
force. Therefore, with the cessation of reparation deliveries, it was a
sheer necessity, not only for the industry itself but for the economy as a
whole, to seek outlets. Since these industries would not compete with those
in WJestern Europe, there was no other choice but to continue selling in the
Soviet bloc area.

108. From the continuation of exports to eastern countries, there followed
the necessity for Finland to redirect her imports, in order to make use of
her export earnings which in the past were earmarked for reparation payments.
It is this redirection of imports that affects Finland's trade relations with
other countries. Practically the whole burden of the change falls on her raw
mauerial imports from the sterling area with the result that imports from this
area dropped from 26% in 1949 to 22% in 1953. Imports from Western European
countries have been maintained at about their previous level. The decrease in
imports from the United States and Canada is due to other reasons, primarily
to the improved supply situation in Europe, which mlade it possible to cut down
dollar purchases.

109. Trade relations with the Soviet bloc are based on a five-year agreement
covering the period 1951-1955. The agreement provides a multilateral trading
system including the Soviet Union, her so-called satellites and China. Russia
is the biggest customer in the system taking 80% of the exports and supplying
60% of the imports. The next largest participants are Poland and Czechoslo-
vakia receiving 10% of the exports and supplying ne&rly 30% of the imports.

110. Quantities and prices of goods exchanged under the long-term agreement
are mainly determined on a year-to-year basis. Finland's exports consist of
over 40% metal and engineering products, 30% timber goods, mainly prefabricated
houses and less than 20% pulp and paper. Goods received cover a large propor-
tion of Finland's needs of a few staple goods - nearly 100% of wheat, rye,
sugar, coal and pctash, around 80% of petroleum and about 50% of nitrogen and
phosphate fertilizers.

111. The mechanism of payments is based, in principle, on a balanced overall
position, with swing credits to allow for fluctuations. The limit of such
credits between Russia and Finland has recently been raised from $1.5 million
to $15 million. A separate agreement has been concluded to settle the payments
Finland is to receive in 1954 for an estimated export surplus of about $16.25
million. Russia has agreed to pay up to $5 million in gold and the rest in
Swiss francs and pounds sterling. The gold peyment was made in June, and
further payments are expected.
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112. To compensate Finland for the recent increase in her swing credit to
Russia, Russia gran-ted her a gold loan of ,Pl0 million. This loan can be used
as a stand-by credit during three years and is repayable within ten years at
an interest rate of 2.5% (the swing credit being free of interest).

113. The new Five-Year Agreement signed in rloscow on July 17 covers the
years 1956-60. The Agreement contemplates that exports to Russia will increas
from $145 million in 1954 to $164 million in 1960 and imports from Russia will
be raised from $106 million to $125 million. The annual export surplus of
$40 million from 1956-60 will be settled as to $30 million through triangular
trade arrangements with other countries and as to $10 million by payments to
Finland in freely convertible currencies, these payments being intended to
facilitate the purchase by Finland of raw materials that are necessary fcr the
execution of the Agreement. Finlandts exports of metal and engineering produc
are expected to increase their importance, as related to total exports, to
59%, while the percentage share of the timber processing industries is
expected to drop to 34%, chiefly because of a decline in deliveries of pre-
fabricated wooden houses.

Estimates for 1954

114. The balance of payments estimates for 1954 (see Table 28) show a curren'
account surplus of F.Mk.12 billicn ($52 million)compared with a surplus of
F.Mk.ll billion ($47 million) in 1953. The estimates indicate that exports
will yield some 18% more while imports will be allowed to rise by somewhat
more than 15%. Receipts from transportation, mainly shipping, and other
services are expected to decrease, whereas payments for these services will
increase. Interest payments will require more than they did last year.
Amortization payments will double. The net balance of receipts and payments
is expected to result in an increase of about F.Ik. l0..billioz ($43 million)
in exchange reserves.

1150 The net s rp1 !ion-the balance of payments with the United States is
estimated at some W10 million and transactions with the sterling area are
expected to give a surplus of £220 million (<:6million).

116. Though the trade estimates for 1954 are satisfactory, there is not
much margin for unforeseeable developments in future. The present strong
demand for Finland's exports is ascribed to the replenishment of stocks, a
process which may slow down at any time, and tnis may conceivably coincide
with an increase in supply from new American pulp capacity to come on the
market towards the end of the year. Moreover, the downward trend of import
prices is expected to give way to a more stable price level which may create
'in add-tional demand for inporto to' fill dip stobks- which are low.
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Foreign Exchange Reserves

117. The size of the reserve and its composition appear from the following
figures:

1952 1953 1954 1954
End of Year End of Year March 31 June 30

Millions of Dollars

Gold and U.S.Dollars 4o.9 57.4 57.4 6o0o
E.P.U. Currencies - 40e4 18.3 25.6 30O9
Eastern Currencies 54.3 48.7 57e4 57)4
Other Currencies 15.2 - 3J1 - 7.4 -1 8.3

Total Net Reserves 70.0 121.3 133.c( 13O00

Swing Credits Unutilized 73.0 92.0

The year 1951 was exceptional and the balance of payments deficit of the
following year absorbed nearly 60% of the reserves. A very considerable
improvement followed in 1953 both in the size and the composition of the
reserve. The eastern accounts were reduced, whereas holdings of gold and
western currencies rose substantially. At the end of 1953 eastern currencies
represented only 40% of all holdings as compared with almost 80% at the end
of 1952. The generally satisfactory development has continued during the
first half of 1954.

118. Swing credits available for trade financing amount to $120 million of
which $92 million were unutilized at the end of 1953.

119. Reserves and unused swing credits at the end of 1953. together re-
presented about 40O% of the value of 1953..imports, as compared with less than
30% at the end of 1952.

External Debt

120. The total debt, including undisbursed portions of loans, amounted to
$286.2 million at the end of June 1954, as against $336q6 million at the end
of December 1949 -- a decrease of $5O.4 million. This is the result of a
p47.3 million decrease in the dollar debt and a drop of 43.2 million in the
Swedish kronor debt.

121. Of the present debt 55.2% is to the dollar area, 39.9% to Sweden and
the remaining 4.9% to other countries.

122. Most of the dollar debt consists of $112.6 million United States
Government loans, including $86.8 million from the Export-Import Bank, and
$27.0 million IBRD loans, these two latter items representing almost three-
quarters of the total dollar debt. The bulk of the Swedish kronor debt
consists of two loans from the Sveriges Riksbank.
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123. Payments of interest and amortization will be 425.0 million in 1954
which is the peak year (Table 46). Thereafter, payments will decline
to slightly more than $20 million, reach another peak of 422e5 million in
1959,aiad decline again over the following years. At their peak, service
payments will take about 3% of total foreign exchange receipts.

124. The dollar debt requires service payments of $12.4 million in 1954
and $140 3 million in the peak year of 1960. Service payments will absorb
over 25% of estimated annual dollar earnings, leaving out of accounit any
gold or dollar earnings from countries outside the dollar area.
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PART HTI

MAJOR SECTORS OF THE FINNISH ECONOMY

125. This portion of the report is devoted to a description and analysis
of certain major sectors of the Finnish econormy, nanely

1. Agriculture
2. Forestry
3. Industry

a. Woodworking
b. Metalworking and others

4. Electric Power
5. Railways

126. The purpose of this section is to indicate concisely the Drogress
made in these sectors and the nature of the special problems currently
facing these sectors. To some sectors notably woodwiorking and electric
power, substantial loans had already been made. In the case of other
sectors, their importanze in the economy appeared to warrant a review
of recent trends with an eye toward diversification of possible future
l ending.

Post-lWar Trends

127. The changing role of the leading sectors in Finland's economy is indi-
cated in Table 29. A sizeable increase in the importance of industry
and handicrafts, constnrction and service industries and in public works
is clearly indicated for the post--war neriod, Only in agriculture and
forestry has th,ere been a significant reduction in national product share.
The combined proportion of the latter sectors has declined from 35% of
national inccme pre-war to less than 25% in the 1950's to date. On the
other hand, the sector "industry and handicraft" shows a rise from about
25% to over 30%. It should be noted that the industry sector, in this
context, includes electric power which has growrn very rapidly, Elsewhere
in this report, electric power is treated as a separate sector of the
economy,

128. Another significant conclusion which may be gleaned from Table 29
is that in 1953, factor costs were generally 15 times the 1938 level,
the price rise in the main sectors had oeen approximately as follows:

Agriculture 114
Forestry 17-
IndUstry 142
Construction 23
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129, These above average price increases in forestry and construction are
consistent with impressions concerning prevailing price levels for tim-
ber and other construction materials `Lormed independently oy imission m,embers
in the course of their investigations,

Agriculture

130e As a conco;:itant of industrialization, the proportion of Fimnish popu-
lation attached to agriculture has declined from 75% in the late 19th
century to 65% in 1920 and to about 40,, at present. Since 1920, the agri-
cultural population has even declined in absolute numbers, as indicated
in Table 30. Agriculture alone accounlts for only about 15'% of the net
national nroduct, but since the great bulk of Tinnish agriculture is car-
ried on jointly with forestry, the significan-t figure for share in the
net nat-ional product is about 25% for agriculture and forestry co-..bined.

1310 The major change in land use has been the steady conversion of meadow
land to arable land devoted to fodder crops for livestock. Climatic and
soi'l conditions limit the uses of arable land in Finland largely to cereal
and fodder crops, alon.g with smaller areas devoted to sugar beet, etc.
The average size of farms, alwavs small, has been further reduced in the
past decade by the resettlement of the Karelian population and land grants
to w..ar veterans. Excluding farms of less than two hectares, the average
arable land area is only about nine hectares and 86% of the farms, account-
ing for 62%' of the total arable land area are smaller than 15 hectares
(37 acres). Onlv 11,438farms, 4.4.%'. in number accounting for 19' of the
arable land area are in farms of over 25 hec-tares (62 acres). (See Table 31).

132. Within this framewuork, Finnish agricultural output has growin consi-
derably in the 20th century as indicated in Tablcs 32 and 33. Dairy
production has alrnost doubled, with constant cow numlbers, while crop output
has increased aoout 75O. These increases have been due in the main to
increased u.se of fertilizers and substitution in certain areas of higher
yielding spring -.Theat for rye.

133. In the post-war period, there has also occurred a substantial increase
in farm mechanization, but it is not altogether certain that this repre-
sents efficient use of resources, in view of the small size of farms.
Discussions with Finnish agricultural auLthorities indicate that the most
pro-mising single means f'or increasing agricultural output lies in better
drainage of existing farms. A.t present, uncovered drainage ditches, which
predominate, limit the yield by rendering part of the land unusable.

134, Substitution of tile drainage, presently practised on only 6% of the
arable land could incrnase appreciably the usable land area. It is esti--
mated that capital costs for tile draina.-e woLld range from 70 to 100
thousand rli per hectare including the farmer's own labor. VR-1olesale appli-
cation of this technique is not likely because of the enormous cost (over
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one million hectares could be so improved) and because cost benefit
calculations may show wide variations as between crops and areas.

135. Finnish agricultural policy has been characterized by attempts at
self-sufficiency in meat, dairy products and cereaLs. At present, Finland
is self-sufficient in meat and dairy products, but only produces about
70' of bread grain needs. Sugar bee-t cultivation has also increased in
recent decades, but accounts for only about 20% of amnual consumwption.
Statistics of production and trade in leading agricultural products are
given in Table 3h.

136, In the post-war period, agricultural aid has been increased substan-
tially. Specific price subsidies are granted to producers of dairy
prod;.cts and sugar beets. In addition, fertilizer use is heavily subsi-
dized. one calculation placing the cost to the farmer at less than 40<
of production cost. in addition, small farmers receive special aids,
such as free fertilizer and low0 interest loans for resettlement.

137. The Government in 1951 embarked on a fairm parity scheme in conjunction
with the general wage-price stabilization scheme. This income "parity"
concept is based on an assumption of uncharnged production and yields, so
that all gains or losses in productivity inure to tlhe farmers. Unlike the
United States, the guarantee applies to the totality of income, and not
necessarilv to specific products. Consequently, it should be possible
to lower the support price of a particular farm comnodity provided overall
farm income is not reduced, for exainple because Income from other commo-
dities is increased either by higher market or support prices. Varia-
tions of within 3/Z from the base income are tolerated withoutu requiremnent
for chan'ing prices, subsidies, etc. A`n annual review is required and
has been made thus far.

138. In 1953, such calculations showed gross farm income of Pi! 103 billion,
cash costs of Rd14 3 billicn and a residual income of Fl 60 billion. This
FM 60 billion calculated income is before any allowances for the labor
of the farmer and his family or for any return on the investment . It has
been estimated that the family labor required for the volume of farm out-
put assumned wrould involve about half of the work days in a year, more
for larger farms and less for smaller farms. If allowance were made for
a reasonable return on the investment in buildings and equipment, less
than M 55 billion would be left as renuneration for family labor. This
would mean net earning-s of about h5O F4 per day of calculated adult farm
labor, l/ as compared with over 300 FM for unskilled industrial labor,,

l/ This calctulation includes an allowance for labor of children (less than
5< of total) involvi-ng about 0C,000 farm family members who worked
ovrer 120 million workc days.



- 28 -

139, Based on such caIculations, the Finnish farm family is reaping low
earnings, and only for part-year work, It should, however, be noted that
these caleuilations do not allow for earnings from off-farm employm.ent or
for sale of wood cut on the farm which would add suibstantially to the
annual income of farmers,

140. It may be concluded that while agricultural production has increased
considerably in the post-war period, there is some doubt as to w1hether
this has not been accomiplished at excessive costs for the economy as a
whole, even apart from resettlement costs,

Forestry

141. The importance of forestry in Finland is evidenced by the fact that
over 70% of the total land area is forested land, The forest area consists
of over 20 million hectares, subdivided as IEollows (in thousands of
hectares):

soutvhern half 12,374
northern half 9,296

213670

142e Of the total, aLnost 60% (12.9 million hectares) are owned by private
individuals, another 7%'O by private companies, and the rest by the State
(including smiall and declining holdings of local communities and the
Established Church). The proportion of private holdings has risen since
before the -lrinter War, duie largely to surrender by the State and othler
large holders of l.4 million hectares of forest land for settlement; the
total forest arca has decreased for the same reason, but also because of
territorial cession to the Soviet Union.

143., The averagTe size of individual holdings has declined greatly between
1929 and 1950, a trend which is likely to continue. A census of farm
forest holdings shows that the number of holders increased by more than
1/3 (from 232,000 to 316,000) while the area increased only 3%. WVhereas
in 1929, 25,000 persons with 11% of' the holdings (100 hectares or larger)
accounted for 52% of the farm forest area; by 1950 the number of such
large holdings had declined to 21,000 and accounted for only 37% of the
area. At the other extrermie, the number holding 20 hectares or less had
risen fron 110,000 to 170,000, but still accounted for only 13% of the
farr; forest area in 1°50. The average area per holding has declined from
43 hectares in 1929 to 35 hectares in 1950.
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14.4, It is pertinent to note that in Southern Finland, State ownership of
forest land is small (about 5y0) while in the under-populated north, State-
owned land constituted more than 2/3 of the forest land. Farm forests are
estimated to provide about 80, of the annual fellings, reflecting the more
intensive use of the Southern privately owned forest lands.

145. As was indicated earlier, farm income is low and affords only meager
part-time earniings for the smaller farmers; these farm earnings are supple-
mented by off-the-farm employment and by sale of timber, particularly on
the smaller farms. Furthermore, the standing timber on small private farms
constitbutes a source of readily realizable funds to meet emergency require-
ments resulting from crop failures or illnesses or for investments in equip-
menu or construction materials. Consequently, changes in production of
timber may be less responsive to price changes for timber than to indivi-
dual needs for funds. Moreover, the markced rise in general price levels
since before World War II has undoubtedly strenghtened the beliefs of
those farmers who prefer to hold physical goods or assets rather than
currency or bank deposits.

146. The subdivision of land in Southern Finland has probably proceeded
further than desirable on purely economic grounds, partly for social or
political reasons, which have appeared compelling in the irnmediate post-
war period. The economic costs of such subdivision in agriculture have
been cited earlier. In the case of forestry, the smallness of holdings
also retards mechanization of logging and thus tends to keep costs of pro-
duction high and handicaps the wzoodworking industries in export markets.

147. In physical terms, however, forest resources appear quite adeqaate,
on a sustained yield basis, for present and immediately contemplated
expansion. Three major surveys of forest resources h-tave been milade in 1922,
1938 and 1052. In both earlier surveys, the estimated annual growth was
put at slightly above 45 million cubic rmeters. In 1944, a recalculation
was made reducing the total to L1 million, as a result of territorial
losses to the Soviet UJnion. The most recent survey indicates that the
annual growth is actually greater than hitherto estimated, particularly
in Southern Finland. On the basis of the new surveys, an annual growjth
of almost 44 million cubic meters is estimated,

148. For comparative purposes, it is si-nificant to note that the total
cut in recent years has closely approximated the annual growth, as may be
seen from the following data:

Annual Fellings
(Million cu. m. solids)

1923-1938 41.4
1939-1945 32,2
1946-1949 40e,6
1950-1952 144.4
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1L9. Except for the period 1950-1952, there was a regular surplus of growth
over cuttings. In the latter years, especially in 1950 and 1951, there may
have been overcutting (total fellings in 1951 were 47.8 million cubic meters).
In the light of the decline in fellings since 1951 and the increased esti-
mates of growth, such temporary overcutting should not cause concern.

150. Our consultants on forestry and woodworking, after detailed discussions
with Finnish experts, governmental and private, have concluded that there
should be enough wood to meet the needs of the pulp and paper industry, in-
cluding its current expansion plans if the demands of other users, e.g. saw-
mills, pulpwood for export and firewood, decrease slightly. In their opinion,
forests were on the whole well managed.
151. Table 35 compares probable availabilities and requirements for the
next decade or so with cuttings in 1950, both calculated in loose piled cubic
meters.--

Industry

152. Finnish industry employs over 300,000 persons (including 30,000 sala-
ried employe3s) in about 6,000 establishments. The industrial labor force

is equal to about 15% of the total labor force. Gross value of output
exceeded FM 500 billion (equivalent to 42.2 billions at the official rate
of exchange). After deducting costs of materials, the net product of in-
dustry amounts to FM 220 billion (slightly less than $1 billion equivalent).
Thus, output per production worker in 1952 in manufacturing industries
amounted to about FM 787,000 ($3,400). This may be contrasted with approxi-
mately 1-S,600 in U.S.

153. Industry has accounted for 30% or more of the national product in recent
years; this markedly larger proportion of national product than of employment
reflects the fact that workers in industry are employed more fully through
the year than workers in agriculture, and have the use of more capital.

154. Two major sectors of industry account for over half of the industrial
employment, gross and net product - namely the woodworking industries and

the metalworking industries. Table 36 contains detailed statistics of out-
put and employment in the major industrial categories.

155. The woodworking industries depend almost entirely on exports and must
compete in foreign markets if they are to survive. To remain competitive
they have invested heavily since the war in modernizing their mills. Today,
the value added per production worker in these industries is higher than in
any others of major importance. Most of the other industries (except

l/ One loose piled cubic meter eouals 0.7 solid cubic meter.



rnetalworking) supply mainly the home market with only incidental exports.

The mission found that most of these other industries were largely shielded
from foreign competition, mainly by import restrictions. Furthermore, in
some cases, exports in other than woodworking industries enjoyed a form of
state aid in the form of rreferential exchange rates, reoates on materials
costs, etc.

156. The basic reasons for the superior competitive position of the wood-
working or export industry are treated in the separate discussions of in-
dustrial branches which follow. These are summarized from reports of
several consultants who spent a month in Finland visiting major plants and
conferring with leading executives in industry.

157. lVocdwo7kinja - The importance of woodworking in the economy of Finland
is not fully indicated by statistics of employment or value of output. WIat

is of crucial significance to Finland is the fact that exports of. the wood-
working industry constitute fully 80% of total exports. A sharp rise in
these exports may create imbalance in the economy by raising the prices of
standing timber and wage rates, thereby affecting other sectors, like agri-
culture and competing procossing industries. A decline in exports may af-
fect foreign exchange receipts so drastically as to cause major changes in
economic controls, such as import licensing, subsidy policies, exchange rates,
etc. Finland?s terms of trade are largely determined by prices for wood
products (notably pulp and paper).

158. Finland has about 700 sawmills, 29 pulp plants, 7 newsprint mills
and 16 paper mills. In addition, there are 23 plywood mills and nunerous
plants producing various types of board as well as other wood products,
such as spools and bobbins (see Table 38).

159. The woodworking industry has made a remarkable recovery in the post-
war period. The territorial losses to the Soviet Union involving the loss
of Dlant capacities of 410,000 tons of pulp, 21,000 tons of newsprint and
41,000 tons of paperboard have been made up by modernizing and expanding

remaining plants. In addition, several new plants, nctably for making news-
print, are under construction. Present plans for 1956 contemplate a sub-
stantial increase in capacity as showrn in Table 39.

160. T,-.e gross value of output in the woodworking industry in 1952 was
FM 164 billion (eqaivalent to about $710 million). Value added, after
deducting cost of materials, amounted to about FM 58 billion (equivalent
to about $250 million). The entire woodworking industry employed over
64,000 wage earners, or 24% of all industrial workers, with a total wage
bill of FM 19 billion ($82 million).
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161. Pulp output in 1952 exceeded 1.8 million metric tons (see Table 39),
while total paper production approached 700,000 tons, of which over 60%
was newsprint. In the same year, sawn lumber production was 846,000
standards or about fcur million cubic meters. Other products of the wood-
working industry included 140,000 tons of paper board, 85,000 tons of
fibre board, 230,000 cubic meters of plywood and large quantities of pre-
fabricated houses and wooden spools. (See Tab':e 40).

162. There is a high degree of integration, both financial and physical.
Iiany large firms are integrated concerns producing almost all the products
mentioned above, The largest of these reported a gross turnover for 1953
of over 14 billion marks (W60 million). Some are also integrated with
plants manufacturing machinery for use both in woodworking and elsewhere.
Interests are also held in firms producing glass, rayon and electric
power. Even where no financial ties exist, many of the sawmills sell
their woodwaste to pulp plants.

163. The scale of operations, reflecting both larger investment and working
forces - is much greater in pulp and paper than in savmills and other
woodworking plants, as indicated in Table 38.

164. Of the pulp plants in Finland, it is significant to note that 13 plants
accounting for over 65% of the total capacity o: about 1.5 million tons
have a capacity of 50,000 tons per year or more. In the next two years,
three additional plants will reach or exceed the 50,000 ton level, bringing
almost 75% of an expanded capacity of 1.7 million tons into this size
class. Similarly, in the newsprint field, the units are large and modern.
Four of the seven existing newsprint mills produce 80,000 tons or more per
year. Two new mills now under construction are expected to be in the same
size class.

165. In the iimmediate post-war period, favored by good prices for pulp,
timber and paper, Finland's efforts were concentrated on rehabilitatinlg
facilities to permit expanded output and, only to a secondary extent, on
improving efficiency. The 1949 recession affected Finland unfavorably,
particularly from the price standpoint, After Kiorea, however, prices
for wood products (particularly pulp) skyrocketed. Prices in European
markets, particularly, rose very sharply until the beginning of 1952.
Puilp prices had risen to levels which at times exceeded paper prices, a
highly unnatural situation. In 1952, pulp prices fell sharply (see
Table 41) reflecting largely the reversal of previous tendencies to build
up stocks. Finland, wIhich exports relatively large quantities of market
pulp, was hard hit as was Sweden. Its North American competitors, vwho
had not raised prices sharply, were only slightly affected.

166. Because the 1951 rise in pulp prices had been reflected both in wood
prices and wages, unit costs had risen sharply. Wnile wood prices have
declined (from about Fi 3500 to F1 2200 per cubic meter), the equivalent



- 33 -

decline in wiood cost per ton of pulp of about El1 10,000 may be compared
with a reduction of FT; 20,000 or more in prices for wood pulp. Small
wonder that some pulp produicers suffered heavy losses in 1952 1953,

particularly since the rate of operations declined, increasing overlead
costs per unit,

167. The price-cost situation has improved considerably in the past year.
Net realized prices have increased by abcut g;10-15 per ton, varying with
grades and freight charges, while unit costs have undoubtedly declined for
several reasons, notably

1. Remission of sales taxes on chemicals, used in
production.

2. Small reductions in unit cost of new^ wood purchases,

3. Economies realized from installation of new equip-
ment, such as recovery boilers, etc.

4. Reduction in overhead costs due to increased volume
of operations.

168, Because pulp enters irnportantly into the cost of paper and newsprint,
these products also benefited somewhat. However, the competitive posi-
tion of integrated Finnish paper and newsnrint mills is generally favo-

rable, due to economies of integrated operation on a larger scale than
many of their European competitors.

169. Our paper and pulp consultant, after extensive plant visits and office
conferences, concluded that Firland's pulp and paper industry was on the
whole well-managed, well-constructed and well-operated. In the processing
plants, modern equipment, efficiently laid out and operated, makes pos-
sible high output at cost levels comparable to those in Canada and Sweden.
The major weaknesses lie in factors largely outside the control of the

industry, such as the high level cf costs (including wood and wages) in
relation to the official rate of exchange. Furthermore, many of the wood-

working firms had outstanding large current bank loans relative to total
capitalization, reflecting the narrowmess of Finnish capital markets. A

few had operated at a loss in 1953, due to a combination of factors but

the 1954 outlook was for some improvement. One factor of improvement, pro-
bably non-recurring, is the repayment by the government of retention duties

collected in 1951-52.

170. The longer range outlook for exports is deemed even mlore promising,
since Finland's pulp and paper industry does not face any substantial

natural handicaps, in terms of wood resource availabilities, technology
or location. Finnish national economic policy with respect to wage-price

stabilization, foreign exchange rates, etc., Jill affect appreciably
the overall level of profitability of the woodworking industry. However,
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because of Finland's heavy dependence on woodworking exports for national
economic survival, it seems reasonable to assume that ways and means to
rmaintain a high volume of exports will be devised with the burdens shared
according to compromises reached by the various political groups.

171. As indicated in the forestry section, the available wood resources
appear adeq-uate to provide a substantial annual felling of approximately
the amounts needed for high level operations of pulp and paper, taking
into account the expansion outlined in Table 39. The qualifications noted
in the forestry section as to the need to reduce use in firewood, in
sawmills and in pulpwood for export are reemphasized.

172. Metalworking and Other Industries - Of all the major branches of
industry, metalworking has shown the greatest growth in output since pre-
war, 1938, as indicated in Table 42. The table also clearly indicates
that the home market industries (industries other than woodworking) enjoyed
a rapid expansion, assisted doubtless by their near monopoly position in
home markets, arising from import restrictions. The metalworking industry,
however, enjoyed the additional advantage of an export market, created
originally by Finland's reparation obligations to the U.S.S.R. arising out
of the 194L, peace treaty. While reparation deliveries were completed in
1952, a trade agreement vwith the IU.S.S.R. has helped to maintain exports
of industrial products, very largely those of the metalworking industry.

173. The importance of the metalworking industries in Finland is due to
several factors. About 50,000 wage earners are employed in the metal-
working industries proper, an additional 10,000 are employed in repair
shops of existing factories in a variety of industries. Another 7,000
are employed in independent repair shops including auto repair shops, while
some 8,000 more are engaged in plumbing and electrical installation and
repairs. This overall total of almost 75,000 wage earners and 15,000 sala-
ried emnployees represents over 25% of the labor force in manufacturing,
and the wage earners are generally strongly organized in trades unions
with Social-Democrat leadership, but Twritla a considerable Communist-led
opposition,

174. Mission members, including an engineering industries consultant, visited
some 30 separate industrial non-wood working plants, mainly metalworking,
but also in the stone, clay and glass, textiles, chemicals and food industries
The main conclusions which were reached follow:

1. The equipment installed in most plants was adequate and
efficiently operated. As in other countries, some
concerns had lagged behind in modernizing their facilities.
In most new plants, the factory layouts were conducive
to efficiency, but in several cases, including one major
shipyard, the cramped layout resulted in excessive
handling costs.
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2. Finnish industry in many fields is handicapped by higher
material costs, either because imports must be trans-
ported long distances, or, wjhere materials are available
internally, because they are priced at wel]. above world
prices in terms of official exchange rates. For exawple,
producers of copper wjire, rayon staple fibre and other
products pay higher prices for copper, dissolving pulp,
chemicals, etc. than their overseas competitors. In
addition, Finland suffers from a major disadvantage in
having no indigeneous fuel, being dependent on imports
and very variable freight rates. At present, Finland
is benefiting from low freight rates and more compe-
titive markets in these fields. But the sales tax which
is discussed below, frustrate efforts at economy, because
while fuel oil is subject to the sales tax, timber and
coal are not. Several instances were noted where equal
tax treatment for all fuel forms would have lod to savings
for the naticniSa economy.

3. The existing sales tax of 20Z has led to uneconomic (from
the national standpoint) procedure in many industries.
Internal self-sufficiency to avoid taxes has been pushed
to absurd lengths, where fcr example, shipyards build
the simplest of chairs, cement plants build their own
mine cars, and almost every firm carries an excessive
construiction and repair crew. There are indications
tVat other tax roieasures, for examnle those relating to
inventory raluations, place a premium on holding exces-
sivie inventories, merely reinforcing the general distrust
of currency common to all countries whieh have experienced
a marked rise!lnT prbices.

4. ,age rates (converted at the official exchange
rate) appear relatively high., Average hourly earnings
in industry for males exceed 160 marks (70 cents U.S.
equivalent), whlich is substantially higher than in such
countries as Denmark and Norway and about on a par with
Sweden, Rates for female labor are about 70% of rates
for males. Betwqeen 1950 and 1953, the increase, 40,
has been greater than in most other European countries,
except Sweden; increases in other countries, whose
official exchange rate has not varied since 1950, were
25, or less in Belgium, Netherlarnds, Denmark, Italy and
United Kingdom. Ir iNorway and Germany, they approximated
30%e
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175. Some of the foregoing points,-are also applicable in the case of
wood.working i ndustries, for exarmple fuel imports, high wage rates and tax
problems. It should be emphasized, however, that labor costs constitute
a relatively lower proportion of total costs in woodworking (especially
nDrl and paper). Rurthermore, the miain competing countries in pulp and
paper, Sweden and Canada, have equally high or higher wage rates, whereas
some competing countries in metal workin-, cement, textiles, etc., have
lower -age rates and cheaper fuel costs. Lore fundamental, however, is
the ready availability of basic rawa materials - -wood - at a competitive
cost anH -the r'.enerally .igh level of efficiency and layout in the wood
proceossing plants.

176., The bulk of Finnish industries, othor than woodworking, have been able
to continue producing- at a profit, because they have been shielded from
foreign competition in the hore mar!et, partly by tariffs but mainly by
quantitative restrictions, There are some indications that substantial
ccst and price reductions could be effected by changed tax policies (see
3 above) and by lightening imaort restrictions, thus fostering more
competitive pricirg by home industries.

177. As to labor costs, it anpears unlikely that these can be reduced
appreciabl- or speedily in the absenice of a currency devaluation and even
in such an eventuality, the final outcome depends on Finnish laborts
political and economic bargaining power.

178. In governmental, irdustr-al and banking circles, it is widely recog.
nized that the metalwcrking and other home market industries would face
a difficult competitive position if Finlandts trade position permitted
a reduction in or abandornment of quantitative import restrictions. liore-
over, very few plants, es,pecially in the metalworking industry, could
hope to compete successfully ½n foreign markets if there were no res-
trictions on '0ast-T'Test trade. Our analysis, while far from complete, did
not *incover any striking examples of industry (except woodworkinrl) which
wrere favorabl;r pl-aced to meet such competition. In some branches, a more
realistic relationship between wages and foreign exchange rates, plus
benefits resultine from,i lowier m-iaterial costs arising from tax revisions
and increased competi -Lon could conceivably lay the groundwork for sound
expansion; however, speedy realization of such cost reductions does not
now appear proba.ble.

179. In view of the foregoing, it was concluded that loans -to this sector
of the economy were unli:kely to represent an appropriate use of Bank funds.
One project, to increase output of rayon staple `ibre and to initiate
production of cel'oph'ane and nylon, was carefullly considered. In addition,
several cement plants were visited and their data studied in some detail.
None of these proved to be of such outstanding merit as to warranat lending
in face of the generally less favrorable situation for these industries
by contrast with the outlook for iwoodworkiug plants,
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Electric PowJer

180. Because Finland must import both coal and oil and because of sizeable
water resources, hydro power constitutes the bulk of electric power output.
The proportion of hydro in total output has ranged from 67% (in 19,27) to
over 90., (in I945 and l953), varying mainly with water availabilities,
Table 43 attached gives electricity production by various methods,

181. In the post-war period, it was not until 1949 that Finlandts output
of power exceeded the pre-war level of 3,100 millj.Kwh, The deficit sita tion
in -the early post-war years wras due to the cession of power sites to the
U.S.S.R. which accounted for about 1/3 of pre-war capacity, and the low
water availabili-ties, particularly in 1947/h8. Table 44 compares the out-
put of hydro power in the post-war period in relation to installed capa-
city and rated output.

182. Electric power from other sources requires use of fuel - wood, coal
or oil. In such periods as 1947/43, low water availabilities affect the
Finnish econormy unfavorably by increasing fuel inport requirements and
because thermal capacity is inadequate to rmeet the full increase in load
ca.used by lack of water. Each additional million Kwh of electric pouer
may be estimated (under Finnish conditions) to replace perhaps 700 tons
of coal to be used in thermal power plants. Between 1946 and 194W9 con-
densing steam power output varied as much as 400 million KwJh per year, or
the equivalent of 280,000 tons of coal, costing 'p5 million equivalent or
more.

183. In 1952/53 wTater conditions were very favorable, enabling Finland to
reduce condensing steam power output to very low levels (and to save
foreign exchanue) as indicated in Table 43. During the mission's visit
to Finland, it was indicated that less favorable water conditions in 1954
would necessitate a larger use of steam power. An unusual amount of rainfall
during the summer, however, has imp:-oved the situation considerably.

184. Electric power consumption has grown quite rapidly in the past five
years at a rate of almost 10% per annum. If this trend were to continue,
consumption wou)ld reach nine billion Kwh in 1960, an hypothesis advanced
by some Finnish experts. However, so rapid a rate of growth seems unliklely
to be maintai.ned. As indicated in Table 43, a-vailabilities of power were
limited by lowv water supplies in 1947/48, so that consumption rose unusually
rapidly vwhen water availabilities improved. It seems unwise to extrapolate
such a non-recurring factor into a future period. A rate of growth of %i.
per annum (fractionally higher than the rate achieved between 1946 and 1953)D
appears more appropriate and would imply a reduction in the 1960 goal to
belowxt eight billion 1Kwh. Table 45 indicatea the levels of necessary output
between 1954 and 1960, on the assunption of growth rates of 8 and ljo/ per
annum, respectively.
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185. The hydro projects presently under construction together with plants
already operating will have a rated Production (assuming mean water
availabilities) by the end of each year as follows:

Billion Kwh

1953 4.93
1954 5,32
1955 5078
1956 5.98
1957 6.55

186. As the above table indicates, this should be adequate to meet all the
expected needs assuming consumption grows at the expected rate cf 8% per
annum. In addition, to meet the possibilities of reduced water availabi-
lities there are, of course, back pressure plants with a theoretical gene-
rating potential of over one billion Kwh and over 300,000 Kw of condensing
steam power capacity which should supply an even larger quantity, depen-
ding on the rate of operation.

187. There remains, however, the question of whether the condensing steam
power capacity is adequate for periods of very lowv water availabilities.
Tn 1947/48, effective condensing power was only 200,000 Kw, which has
since increased to 310,000 Kw in 1953 and is to reach 380,000 Kw in 1957,
when plants already under construction are completed. Considering that
installed hydro capacity will rise from 468,ooo Kw in 1948 to 1,210,000
Kw in 1957, the balance between steam capacity and hydro may be inadequate
for periods of very lowT water availability, such as prevailed in 1947/48.

188. Under these circumstances, it would appear desirable that in making
plans for future power installations, provision should be made for an
increase in thermal power capacity at appropriate locations to improve the
balance between hydro and thermal capacities. It is understood that a
project for a sizeable thermal station at Turku (perhaps 75,000 Kw), is
under active consideration. Expansion of thermal capacity would help avert
the possibility that power shortages might inhibit the growth of industrial
production -- either for export or internal consumption - and therby rmini-
mize possible future strains on the Finnish balance of payments.

189. The mission, however, is agreed that first priority in any proposed
loan for electric power expansion should be assigned to the foreign exchange
requirements for the completion of the Petajaskoski hydro project, par-
tially financed under Loan 61 - FI , whose output has been counted on for
1957 in the foregoing calculations.
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Railways

190. The Finnish State Railways operated about 5,500 km of lines in 1938,
which tctal was reduced almost 20% by territorial cession to the U.S.S.R.
By the end of 1952, the total was increased to 4,844 kIn, partly by acquisition
of a privately owned railway and some new construction. Ton kilometers of
freight moved almost doubled between 1938 and 1951, but fell sharply in 1952
and 1953. The 1953 level of 3,400 million ton kilometers was 50% above 1938
levels, while the nunber of freight cars owned was 26,600 or only about 107o
above 1938. The number of locomotives (808 steam and ]O d_esel in 1953)
also increased only about 10% over 1938 levels, indicating a substantially
improved utilization of rolling stock.

191. Conversations with railway authorities indicate that the demand for
new railway equipment is likely to grow only slowly and that the bulk of
the purchases will be for modernization and replacement. The fuel and
other operating economies afforded by diesel operations, particularly for
shunting purposes, are well recognized.

192. The railroads in Finland, as elsewhere, are handicapped by inadequate
finances. Railway rates have increased since 1938 by multiple of 13
as compared with about 18 for the wholesale price level; the rate rise has
been restrained partly because of increased road vehicle competitiom. On
the other hand, dependence on limited budgetary appropriations is blamed for
the slow pace of modernization, which could, it is claimed, achieve cost
reductions of 20-25%.

193. The railways, under the 1950 law, are to operate on the basis of a
general level of charges adequate to cover general expenses, including a
separate renewals fund designed to amortize the Railway Debt. After
deficits in 1949 and 1950, surpluses of almost 1,000 million marks annually
were shown in 1951 and 1952, In 1953, a deficit of 400 million marks was
reported. It should be noted that these surpluses and deficits as
reported are after allowance for amortization and write-offs; in 1953 this
item amounted to 440 mLillion marks. The railway authorities estimate that such
write-offs, on a current replacement basis, would probably anount to 2.5-3
billion marks. Also in 1953, the State Railways received special state
subsidies of over 500 million marks, about 2% of gross revenues, because for
stabilization reasons grain and wood products were exempted from general
freight rate increases.

194. It is clear that the railways have not been truly self-supporting even
in such years of peak business as 1951 and would require substantial rate
increases to achieve such status.
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195. Present indications are that the pace of modernization and re-equipment
will be less rapid than desired by railway administrators to minimize
budgetary strain. Consequently, it is unlikely that cost economies will
be achieved on any large scale and that freight charges to industry and
agriculture are more likely to rise than fall in the near future.

196. Imports of components for diesel locomotives to be assemobled in Finland
and other import needs of the railw-.ys are e,xpected to be financed from
general exchange funds, and no request for IBRD financing in this connection
is presently anticipated.
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TABLE 1

Index of the Per Capita Gross National Product Private and Dublic
Consumption at Constant Market Prices 1938b100) for the Ya_rs 1238

and 1948-53

1938 1948 1949 1950 1951 1952 1953

Gross national product 100 104 109 114 125 121 121

Private consur.ption 100 98 98 107 121 125 120

Public consumption 100 115 123 125 126 132 132

Note: 1938 and 1953 rough estirmtes, 1952 preliminary estimates.



TABLE 2

Gross National Product a_d._2Exediture at Constant market Prices 198100)
13a nd 1948-53

1938 1948 1949 1950 1951 1952 1953
_ (In Bill'ions of F.M.)

Gross National Prodcuct 36.4 40.5 43.0 45.5- 50.4 49.5 5c.0

Exports 9.8 6.3 7.5 8.0 9.8 9.0 9.0
Imports 9.3 7.1 7.0 7.5 9.4 11.6 8.5
Export Surplus 0.5 -0.8 0.5 0.5 0.4 -2.6 0.5

Income Transfers Abroada/ 0.1 1.4 1.5 1.0 1.1 0.8 0.2

Gross Private Investment 7.8 9.6 9.4 9.7 10.9 11.2 9c8
Gross Administrative Invest-

me nt 1.0 1.1 1.8 1.8 1.7 1.9 2.4
Total Gross Investment 8.8 10.7 11.2 11.5 12.6 13.1 12.2

Private Consumption 22.8 24.1 24.3 26.8 30.5 32.0 30.9
Public Consumption 4.2 -51 -5 5.7 5.8 6.2 6.2
Total Consumr.ticn 27.0 29.2 29.8 32.5 36.3 38.2 37I1

Percentages

Gross National Froduct 100.0 100.0 100.0 200.0 100.0 100.0 100.0

Exports 26.9 15.6 17.4 17.6 19.4 18.2 18.0
Imports 25.5 17.5 1663 16.5 18.7 23.4 17-0
Export Surplus 1.4 -2e0 1.2 1.1 0.8 -5.3 1,0

Income Transfers Abroad/ 0.3 3.5 3.5 2.2 2.2 1.6 0.4

Gross Private Investmilent 21.4 23.7 21.9 21.3 21.6 22.6 19.6
Gross Administrative Invest-

ment 2.7 2.7 4.2 4.0 _3- _S _L8
Total Gross Investment 24.2 26.4 26.0 25.3 25.0 26.5 24.4

Private Consu-mption 62.6 59.5 56.5 58.9 60.5 64.6 61.8
Public Consumption 11.5 12.6 12.8 12.5 11.5 12.5 12.4
Total Consumption 74.2 72.1 69.3 71.4 72.0 77.2 74.2

/ In 1948-52 mainly reparations.



TABLE 3

Gross National Product and Expenditure at Constant Market Prices
(,8= 100) Showing Gain From Terms of Trade 1938 and 194L8.=

1938 1948 1949 1950 1951 1]952 1953
In Billions of F.IR.

G.N.P. at 1938 Prices 36.4 40.5 43.0 45.5 50.4 49.5 50.0

Gain from Change in Terms
of Trade - 0.2 - - 0.9 1.4 1,4 0.2

Total Product 36.4 40.7 42.6 44.6 51.8 50.9 50.2

Export Surplus (at 1938
import prices) 0.5 - 0.6 0.1 - 0.4 1.8 - 1.2 0.7

Income Transfers Abroada/ 0.1 1.4 1.5 1.0 1.1 0.8 0.2

Total Gross Investment 8.8 10.7 11.2 11.5 12.6 13.1 12.2

Total Consumption 27.0 29.2 29.8 325 363 38.2 a 371

Total Expenditure 36.4 40.7 42.6 44-6 51.8 50.9 50.2

a/ Ivhinly reparations in 1948-52.

Note: This Table is intended to show how much Finland gained or lost in real
terms from changes in the terms of trade. When both exports end imports
are revalued at 1938 prices, the greater purchasing power resulting from
a greater increase in export prices (or smaller in each case) is lost
sight of.

The gain in terms of trade is calcuL&ted by subtracting the current value
of exports deflated by the index of export Frices from the current value
of exports deflated by the index of import prices. (the latter being
the actual purchasing power in terms of imports at 1938 prices). As a
coroliary, the export surplus in this Table is obtained by deflating
the export surplus at current prices by the index of import prices (in
Table 2 the export surplus is a residual and in certain cases even has
a different sign from the export surplus at current prices).



Gross National Procduct and Expenditure e.t Current Tv;rket Prices
1938 and 1948-53

1938 1948 149 1950 1951 1952 1953
___________ (In Billions ofF.M~K. ).

Gross lNatioral Product 36.4 391.8 420.9 531.4 783.9 793.3 784 8

Exports 9.8 66.4 79.4 95.9 211.1 183.9 153.0
Imports 9.R 73-0 77.8 101.6 177.4 205.1 12.2
Export Surplus 0.5 -6.6 1.6 -5.7 33.7 -21.2 10.8

Inco.me Transfers Abroad 0.1 11.4 12.9 9.8 14.4 10.7 2.1

Gross Private Investment 7.8 101.8 103.8 132.8 198.2 211.7 182.4
Gross Administrative Invest-

ment 1.0 11.7 19.7 25.8 0.6 28.1 47.0
Total Gross Investment S.8 113.5 123.5 158.6 228.8 249.8 229.4

Private Consumrtion 22.8 234.6 238.2 308.6 430.7 469.3 457.4
Public Consumption 4.2 38.9 44.7 _60.1 76.3 _84 7 85.1
Total Consumption 27.0 273.5 282.9 368.7 507.0 554.0 542.5

Percentages

Gross National Product 100.0 100l 0 100.0 100.0 100.0 100.0 100.0

Exports 26.9 16.9 18.9 18.0 26.9 23.2 19.5
Imports 25.5 18.6 18.5 19.1 22.6 25.9 18.1
Export Surplus 1.4 -1.7 0.4 -1.1 4.3 -2.7 1.4

Income Transfers Abroacda 0.3 2.9 3.1 1.8 1.8 1.3 0.3

Gross Private Investment 21.4 26.0 24.7 25.0 25.3 26.7 23z2
Gross AdrministrEtive Invest-
ment 2.7 3*0 A7 4.9 _%9 4.8 _6,0

Total Gross Investment 24.2 29.0 29.3 29.8 29.2 31.5 29.2

Private Consumption 62.6 59.9 56.6 58.1 54.9 59.2 58.3
Public Consumption 11.5 _9.9 10.6 11.3 907 10.7 10.8
Total Consumption 74.2 69.8 67.2 69.4 64.7 69.8 69.1

a/ In 1948-52 mainly reparations



TABLE 5

NTumber end Cost of Dwellings Completed in 1951 - 1953

l95l 1952 1952
Number Number Number Billions of F.1D,,

Grand Total 25,630 30,459 29,142 48

Towns and BoroughsV/ total 8,874 11,733 11,178 23.5

Of Which Arava-financed 7,222 7,708 7,333 16

Rural Areas2/ total 16,756 18,726 17,964 24.5

Of Which Financed Under the
Land Acquisition Act 5,737 5,472 4,489 6

(Loans Granted Under the
Colonization Act) (3,698) (4,491) (5,285) (1.5)

1/ Population January 1, 1953 1,383,000
2/ Population January 1, 1953 2,787,000

The Arava credits are granted against second mortgages. Usually 20% of
the money is put up by the builders, mostly cooperative building socie-
ties; 40% is obtained in the market against first mortgages at an
interest cost of 7 - 8%, and 40% is obtained as Arava credits at an
interest cost of only 1%. For stone houses the minimum amortization
time of the t-rimary Ioar is 22 years and the fixed time of the Arava
loan amortizations 45 years,



TABLE 6

Financing of Net Investment

1950 ,1951 12
In Billions of F.Dk.

Budget resources 44.8 66.6 86,6

Banking system
Iotdium-and long-term loans 15.7 24.0 33.8
Bonds and shares portfolio o.5 3.7 2.2

Insurance comipanies 3.6 5.5 8.4

National Pension Fund 5.5 7.8 8^4

Flacing of shares 4.9 7.8 12.4

Self-financing and others 35.1 35 l6 7

Net Inrestment 110.1 151.3 168.5



TABLE 7

Interest Rates and Capital Yields

Bank of Finland

Discount rate - on commercial bills 5.75%
- on other bills 6.75%

In addition to the discount rate, a complementary "penalty" rate is payable,
if the rediscount liability of any individual bank exceeds its own resources by
more than 40%. The charge starts with a minimum rate of 0.5% on any excess under
50% of own resources, reaching a maximum rate of 3.01% on any excess over 1007o.
However, any decrease or increase in deposits held at the end of iMay 1952 is to
be added to, or deducted from, the limit up to which no penalty rate is to be
charged.

Bank Loans

Commercial banks 8.0%
Savings banks and cooperative credit societies 7.5-8.0%

Deposit Rates

Check accounts 10-1.5%
Savings and time deposits (6 months) 505-5.75%

InterbarA Call lHoney 1. 0%

Treasury Bills

1 month 4.0%
2 months 5.75%
3 months 7.0%
3-1/2 months 8.0%

Government Bonds - lNew Issues

Postal Savings Bank Loan 1954-1959, issued at par 1.5%) Above the six
) months deposl

State Bond Loan 1954-1964, issued at par 2.5%) rate (which i
5.5% at pres-
ent) in the
two largest
cormercial
banks

State Bond Loan 1954-1969, issued at 97.5% 6.5%
State Bond Loan 1956-1960 600%

The second and the third loansare, to the extent of 50%, tied to the cost of
living index and are intended for subscription by the savings banks and the
insurance institutions respectively. The fourth loan is pegged to the wholesale
price index.



TABLE 7 -2-

Shares - Price indices 19LS = 100 1953 End of Year

Bank shares 145
Industrial shares 247
General index 231

Share Yields

Bank shares 5.9%1
Industrial shares 3.5-5.5%

Private Bonds

Industrial Mortgage Bank bonds 50%
tied to the sterling rate 205% above the six

months deposit
rate (which is
5.5% at present)
in the two largest
commercial banks,
yet not less than
6%

Notes: There is no dividend ceiling. Dividends are subiect to company tax and
individual income tax. Government and municipal bonds and time deposits
for at least six months are exempt from taxes during the years 1950-1955.
The extension of the exemption for another five years is under consid-
eration.



TABLE 8

Credit Volume
- Categories of Borrowers -

194192 L9 1950 195 1 953
(In Billions of F.I1k.

Industry - Total 37.0 47.3 50.7 60.5 814 98.7

Of Which: Wood and Paper 20.0 23.9 24.0 20.7 32.0 41.8
Yvtal & Engineering 6.6 7.3 9.1 12.1 15.3 12,4
Other Industries 10.4 16.1 17.6 27.7 34.1 44.5

Building 20.7 27.1 37.6 47.9 59.1 68.9

Trade and Traffic 20.5 26.9 30.0 44.8 54.4 5705

Power 7.1 10.5 14.1 20.5 27.5 33.1

Agriculture '-0.2 13.5 18.4 23.3 31.5 31.1

Minicinalities 6.3 8.4 11.4 14.3 18.4 22.0

Others 6.0 7.4 8.8 11.1 13.7 14.2

Total 107.8 141.1 171.0 222.4 286.0 325.5

In % otal)

Industry - Total 34.3 33.5 29.6 27.2 28.5 30.3

Of Which: Wood and Paper 18,5 16.9 14.1 9.3 11.2 12.8
Metal & Engineering 6.1 5.2 5.3 5.5 5.4 3.8
Other' Industries 19.7 11.4 10.2 12.4 11.9 13.7

Building 19.2 19.2 22.0 21.6 20.7 21.1

Trade and Traffic 19.0 19.0 17.5 20.1 19.0 17.6

Power 6.6 7.5 8,3 9.2 9.6 10.2

Agriculture 9.5 9.6 10.8 10.5 11.0 906

Mhnicipalities 5.8 6.0 6.7 604 6.4 6.8

Other 5.6 5.2 5.1 5.0 4.8 4.4



TA

Credit Voluzne
- Catergories of Lenders

1950 1951 1952 1953
(In Billions of_F.M _ __

Bank of Finland 14.8 13.8 15.6 16.2

Commercial ban}s 68.3 pe6.4 106.7 110.4

Savings banks 34.0 43.8 57.7 68.0

Postal Savings Bank 4.1 8.1 12.9 17.7

M,lortgage banks 1.5 1.4 1.6 4.8

Cooper&tive societies 22.5 30.8 40.0 45.3

National Pension Fund 12.9 19.8 27.7 34.0

Insurance companies 12.9 18.3 23. 228

Total 171.0 222.4 2860.0 325,5

_(In% of Total)

Bank of Finland 8.7 6.2 5.4 5.0

Commercial banks 39.0 38.8 37.8 33,9

Savings banks 19.0 19.7 20.2 20.9

Postal Savings Bank 2.4 3.7 4.5 5.4

14ortgage banks 0.9 o.6 0.6 1.5

Cooperative societies 13.1 13.9 14,0 13.9

National Pension Fund 7.6 8.9 9.7 10.4

Insurance companies 7.5 8.2 8.3 9.0



TABLE 10

Money Supplr, Prices, Wages and Gross National Expenditure

1949 1950 1951 1952 1953
Annual Averages

lioney Supply - F.iAk. Billionsl/ 57.2 67.4 81.6 88.7 88.8

Wholesale Price Index (1935=100) 1,098 1,265 1,809 1,793 1,727

Cost of Living Index (1938/39=100) 816 935 1,120 1,172 1,192

Wages Index (1939=100)
Industrial Wages 1,267 1,518 2,054 2,135 2,167
Agricultural Wages 1,376 1,735 2,201 2,232 2,232

Gross National Expenditure (excl.Transfers Abroad)
&t 1938 Constant Prices - F.Mk. 41.5 44.5 49.3 48.7 49.8

billions
Index Figures 1949 = 100

Money Supply 100 118 143 155 155

Wholesale Prices 100 115 165 163 157

Cost of Living 100 115 137 144 146

Wages
Industrial Wages 100 120 162 169 171
Agricultural Wages 100 126 160 162 162

Gross Domestic Expenditure at
Constant Prices 100 107 119 117 120

Notes: 1/ "Unitas" - quarterly review defines the money supply to include:
"the notes in circulation plus deposits on check accounts, undrawn
advances on check accounts and outstanding bank-post-bills in com-
mercial banks plus private individuals' balances on the Post Office
transfer account plus balances of private current accounts at the
Bank of Finland plus unredeemed checks on the Treasuryts current
account minus the cash of the commercial banks and the Treasury".



TABLE 11

Factors Shaping- Se Yney S;l

1950 1951 1952 1952
In Billions of F.ITk.

Exnansion Factors

Lendings of the banking system 19.2 31.7 60.9 24.6

Foreign exchange purchases 4.6 37.8 - 10.3

Other factors - net - - - 0.9

Total 23.8 69.5 60.9 35.8

Contraction Factors

Accruals of medium-and long-term
funds in the banking system 17.8 40.0 43.7 32.1

Foreign exchange sales - - 25.2 -

Other factors - net 0.1 2.2 4.3 -

Total 17.9 42.2 73.2 32.1

Net xznsion (+ or contraction ( +5,9 +27.3 -12.3 +3.7

Changes in the mone:y, supply +5.9 +27.3 -12.3 +3.7



T ABLE 12

Time and Savin,zs Deposits

1249 1950 1951 1952 1953 1953 1954
End of MLy

End of Year - In Billions of F*. ._

Commercial Banks 31.1 36.6 46.7 59.7 70.4 63.9 7504

Savings Banks 35.3 39.7 52.3 65.8 77.3 70.6 83.0

Postal Savings Bank 12.2 13.9 18.2 23.6 27.1 25.2 2S.7

Cooperative Credit Societies 16.5 19.9 29.4 37.0 42.2 41.5 48.0

Consumers' Cooperative Societies 4.6 5.3 8.4 10.8 11.9 11.7 12.9

Total 99.7 115.4 155.0 196.9 228.9 212.9 248.0



T!BLE 13

Bank of Finland
- Selected Balance Sheet Items -

19439 j 1951 1952 1953 1953 1954
End of Year End of JLly

In Billions of F.14.,

Pssets

Gold Holdings 0.3 2.7 5.9 5.9 5.9 5.9 7.0
Foreign Exchange Balanices 2.4 5.5 24.1 9.6 13.8 11.6 17.8
CleEaring Accourts - net - - 3.3 4.4 9.6 5.6 8.0
Foreign Bills!7 0.2 1.7 2.6 4.5 6.1 5.4 6.7
Direct Lending to Business 16.7 14.6 12.7 15.8 16.2 19.1 15.1
Rediscounted Bills 2.4 6.9 - 17.2 83 3 7 3.0
Treasury Bills 22.0 19.7 8.72/ 1 4 . 7- 172/ 21.0- 1.,
Treasury Bord Loan - - - - 20.0 - 20.0

Liabilities

Notes in Circulation 29.6 34.4 44.8 46.1 45.0 42.6 44.7
Current Pccounts

Treasury - - - - 7.3 - 10.6
Com.nercial Banks 1.8 1.2 3.6 2.2 2.5) 4 (0,6
Others - - 0.5 1,8 1.8) (1.4

Foreigners' F Nk. Accounts 3.2 3.7 1.2 4,3 3.0 5.5 2.4
IPi' ard IBRLDA 0,9 0,9 1.7 2.7 3.4 3.8 2.3
Clearing Accoilnts - net 2.2 1.3 1.7 - - - -
Foreign Debt5/ 1.5 3.6 1.8 2.6 5,7 2.6 6.3
Capital and Reserves 5.6 6.0 6.5 7.2 7.8 7.8 8.7
Equalization Accounts-6/ 0.9 3.6 1.4 5.1 4,5 5.8 2.7

Balance Sheet Total 46.6 5601 59.2 73.7 83.0 73,5 81.2

Notes: 1/ Including claims on companies receiving IBRD loans.
2/ Net balance of Treasury Bills and Treasury daeposits.
3/ Treasury Bills to cover IMF credit.
L/ 18% subscription to IBRD, part of subscrip)tion to

IMF and credit from I-C.
5/ IBRD loans and somie Swedish kronor loans.
6/ includes a special reserve of foreign exchange.



TABTBI 14

Commercial Banks
- Selected Balance Sheet Items -

LL1,2Q 1951 1952 1953
End of Year -In Billions of F.Mk,

Assets

Cash 6.0 5.0 10.8 8.0 8.5

Foreign Exchange - net 0.5 0.4 2.4 0.2 1.0

Domestic Bills 31.2 34.5 49.9 64.8 61.'7

Loans 19.6 24.9 25.7 208,5 33.1

Advances 6.3 8.0 10.0 116 10.9

Government - - - - 2.5

Bonds and .hares 3.9 2.9 2.7 3.4 6,3

Liabilities

Time Deposits 31.1 36.6 46,7 59.7 70,4

Check Accounts 23.3 24.5 42.8 28.0 32.1

Central Bank 18 5.7 - 15.3 5.6

Capital and Reserves 1.9 2.4 2,2 3.0 3.3

TBalance Sheet Total 77 2 90.2 123.2 137,9 142.8



TABLE 15

Savings Banks
- Selected Balance Sheet Items -

1049 1950 1951 1952 1953
__End of Year - In Billions of F. k. 

Assets

Cash 2.0 2.0 2.9 206 neal

Bank Deposits 4,5 2.8 4.5 4.5 n.a0

Bonds and Shares 3.3 3.3 3.2 3.4 nra.

Loans
Long-term 26.6 32.6 40.6 53.2)
Medium-and Short-term 1.0 1.1 1.8 23) 68.o

Domestic Bills 0.7 0.8 1.7 2.2)

Advances 0.8 1.0 1.4 2.2 n.a.

Liabilities

Savings Deposits 35.3 39.7 52.3 65,8 77.3

Check Accounts 2.1 2.2 2.9 3.2 3.3

Other Debts 1.6 1.7 1.9 2.1 n.a,

Capital and Reserves 0.9 1.1 1.2 1.4 n.a.

Balance Sheet Total 40o6 45.8 59.5 74.5 n.a.



TABLE 16

S.urmarv _Lf Budgaet Accounts f or 1949-Lq,2

1949 l29 1951 1952 1252
Tn Billions of F.Mk.

Current Account

Revenue 105.8 131.4 190.5 198.6 190.5

Expenditure 89.1 99.9 138 7 146.6 _O.0

Surplus + 16.7 + 31,5 + 51.8 + 52.0 + 50.5

Capital Account

ae-vrenue 3.4 4.1 2.3 3.1 4.9

Expenditure 22s6 29, _42.5 52.8 55ri6

Deficit - 19.2 - 25.2 - 40.2 - 49,7 - 50M7

Overall Balance - 2.5 + 6.3 + 11,6 + 2.3 - 0e2

NTe'si BorrorinP-V

Internal - 3.4 - 1.4 + 1.5 - 0.2 + 1.1

External - 0.1 + 0,. - 0.2 - 6.9 - 2.6

Total - 3.5 - 1.1 + 1.3 - 7.1 - 1.5

Cash Surplus or Deficit - 6.o + 5.2 + 12.9 - 4.8 - 1.7

Short-term Borrowing + 4.7 - - 7e9 + 7.2 - 0.1

Cash Holdin - 1i3 + 5.2 + 5.0 + 2.4 - 1.S

Notes: l/ Calculated on a cash basis, including net results of
extra-budgetary transactions.

2/ Balance of new loans and redemption payments.,



TABLE 17

Public Debt

Changes from
191.9 1950 1951 1952 1953 19.4 to 1953

In Billions of F.Mk. _

Government

Foreign Debt!/
Loing-term 58.9 61.2 61.7 55.1 53.). 5.8
Short-term 4L 4: 4 _41 3.8 O OJ.,

Total 63.1 65.8 66.1 59.2 56.9 602

Domestic Debt
Long-term_/ 74.6 77.3 83.1 69.5 79.8 + 5.2
Short-term 30.0 28.0 18.9 25.3 13,1 - 16.9

Total 104.6 105.3 102.0 94.8 92.9 - 11.7

Total - Foreign and Domestic 167.7 171.1 168.1 154.0 149.8 - 17.9

UMoip1E.-.ties

Debt to Credit Institutions 8.4 11.4 14.3 18.4 22.0 + 13.6
Debt to Central Government 1.8 _1L7 5.8 7.9 12.0 + 10.2

Total 10.2 15.1 20.1 26.3 34.0 + 23.8

Total Public Debt 177.9 186,2 186.2 180.3 183.8 + 5,9

Notes: 1/ Excluding stand-by credit from IN?.
2/ Including valorized value of indemnity

bonds to Finnish citizens.



TABLE 18

Budget Estimates for 19
_ Summary -

1053 1954 estimates
accounts voted revised

In Billions of F.AoI.

Current Account

Reveniue 190.5 168.0 182.2

Expenditure J2L0,0 131.6 140.9

Surplus + 50,5 + 36.4 + 41.3

Capital Account

Revenue 4.9 4.1 7.4

Expenditure 55.6 4o.6 49.6

Deficit - 50.7 - 36.5 - 42.2

O-erall Balance - 0.2 - 0.1 ° 0.9

New Borrowing-2

Internal + 1.1 + 2.2 + 5.5

External - 26 - 2.7 - 2.7

Total - 1.5 - 0.5 * ,8

Cash Surplus o- Deficit - 1.7 - 0.6 1 9

Notes: 1/ Calculated on a cash basis, including net results of extra-budgetary
transactions.

2/ Balance of new loans and redemption payments,



TABLE 12

Budget Estimates for 1954
- Current Account -

1252 1954 estimates
accounts voted revised
______In Billicns of F.T,•.

Revenue

Direct Taxes 47.0 38g7 43.7
Employers? Payments for

Child Allowances and to
National Pension Fund 17.9 17.5 18.0

Customs Duties 16.8 1600 18.0
Sales Tax 53.3 46.2 50.0
Excise Duties, Spirits Tax

and Other Irdirect Taxes 30.6 29.4 29.7
Stamps 6.o 6.5 6.5
Other Revenue 18.9 13.7 _2LI

Total 190.5 168.0 182.2

Exr4 ndi t,ure

In-terest on Public Debt 4.7 5.1 5.5
Child Allowances, Old Age

Allowances and Transfers
to National Pension Fund 25.1 25.0 26.2

Compensation to Disabled 5.6 5.5 5.5
ReFarations to Russia OM2 - -
War Indemnity Payments to

Finnish Citizens 11.9 10.5 10.5
Subsidies 8.6 6.2 10.5
Aid to Agriculture 6.4 6.4 6.4
Aid to Schools - Communal and

Private 14.0 13.5 14.0
Maintenance of Roads 4.7 4.5 4.5
Pensions 3.8 4.0 4.0
Other Expenditure _5.0 50,9 53.8

Total 140.0 131.6 140.9



TABLE 20

Budget Estimates for 1954
- Capital Account -

1953 195.L estimates
accounts voted revised

in Billions of F1c.

Revenue

Decrease in Stocks - - 3.3

Other Revenue 4 L1 4.1

Total 4.9 4.1 7.4

EXFe nditure

Real Investments
State Enterprises 9.6 5.6 8.0
Equirme nt 2.2 1.6 2.1
Schools and Fospitals 6.5 3.0 4.5
Roads, Bridges, Power

Development 12n9 6.9 12.0

Financial Investments
Loans and Transfers 23.5 22.9 22.0
Shares Acquired 0.4 - 0.4

Other Experditure 0.5 0.6 0.6

Tobal 55.6 40.6 49.6



TABLE 21

Budget Accounts for the First Half of i954
- Provisional Results -

Janua_ June
In Billions of F.Yk.

Current Account

Revenue 73 2

Expenditure 59.8

Surplus + 13.4

Capital Account

Revenue 5.5

Expenditure 19.2

Deficit - 13.7

Overall Balance - 0.3

New BorrowinEl/

Internal - 5 2/

External - 1.0

Total - 6.9

Cash Deficit - 7.2

Short-term Borrowing + 7.7

CEsh Balaiices + 0.5

Notes: I/ Balance of new loans end redemption payments.
2/ This includes a large repayment to the Bank of Finland.



TABLE 22

Prices and ages
Index figures -

April Min. April
l9Lu_j9Lq 1949 1950_ 1951 1952 125L -1-9 1954

Wholesale prices (1935 = 100) 438 1090 1098 1265 1809 1793 1727 1752 Sept.1687 1731

Domestic Goods (68%) 432 1117 1099 1287 1886 1892 1840 1869 Sept.1789 1850

Agricultural Produce (13%) 420 397 1136 1378 1617 1752 1730 1736 Dec, 1701 1735
Forestry Products (13%) 545 1499 1431 1664 3103 3056 2857 2988 Sept.2596 2929
Jndustrial Products (41%) 399 903 980 1131 1561 1545 1532 1534 Dec. 1516 1523

Imported Goods (32%) 443 1022 1092 1222 1646 1581 1486 1502 Nov. 1461 1477

Cost of Living (1935 - 100) 307 856 871 992 1156 1203 1219 1219 Dec. 1205 1215

Foodstuffs (45%) 334 1016 1047 1203 1284 1379 1395 1399 Dec. 1364 1338
Rent (1iI%) 142 161 201 248 360 438 569 554 Sept.554 689
Fuel and Light (4%) 560 1369 1508 1530 2395 2700 2500 2544 Dec. 2408 2367
Clothing (121%) 339 858 977 1169 1652 1484 1441 1428 Apr. 1428 1426
TaxeB (4%) 271 1604 1875 1987 2270 2509 2395 2431 Dec.2287 2062
Miscellaneous (21%) 293 717 822 924 1142 1206 . . .

Cost of Living (Oct.1951 100) 101 103 103 Dec. 102 104

Foodstuffs (43%) 107 109 109 Dec. 106 108
Rent (6%) 105 137 133 Sept.133 165
Fuel and Light (6%) 97 89 91 Dec. 86 85
Clothing (19%) 8P 85 85 Nov. 85 85
Miscellaneous (26%) 102 103 103 Dec. 102 103

Wages (1939 = 100)

Agricultural workers 398 1310 1376 1735 2201 2232 2232
Induztrial workers 442 1195 1267 1518 2054 2135 2168
State employees 296 665 702 998 1247 1267 1295



Bala.nce of Payments 1946'1953

1946 1947 1948 1949 1950 195 1952 1953
(In Billions of F.

Current Account

Trade Balance-/ 4.7 7.5 0.5 7.8 0.3 43.0 -17.8 8.7

Transportation 1.8 2.7 4.5 5.3 6.1 11.1 9.8 9.1

Interest Service2/ -0.9 - 1.3 - 1.3 - 1.5 - 2.4 - 2.4 - 2.8 - 2.4

Other Services/ 1.5 1.7 1.1 - -1.9 - 5.6 -_2 4.6

Balance 7.1 10.6 5.0 12.7 2.1 46.1 -13.1 10.8

Capital Account

Repoarations - 8.8 -12.3 -13.0 -13.1 - 8.1 -12.3 - 8,3 8

Short-term CapitalA/ 4.8 - 1.8 2.7 - 3n4 9.2 2.2 6.8 2,0

Long-term Capital
Loans Received 9.4 8,2 7.2 5.5 3.4 - 1.2 0o.6 1.7
Rcpayments - 1.3 - 3.4 - 1.6 - 3.9 - 3,0 - 4.2 - 2.2 2.9
Others - - 0.1 - 0.2 + - 0.4 - lo1 0,1 0.7

Balance - 5,5 - 9.4 - 4.9 -14.0 1.1 -16,6 - 3.0 1.5

Overall Balai.ce 1.6 lc2 0.1 - ., 3 29.5 -16.1 12.3

Mornetary M11ovements

Clearings 0.1 2.2 - 2.0 1.2 - 0.4 6.1 - 6.9 5,7

IIF Sources 1.0 - 0.7

Liabilities - 1.0 - 1.5 1,0 - 3.5 - 1.6 2,5 - 200 - 0,9

Assets 2.9 0.5 0.3 1.0 3.4 18.0 - 6.2 8.2

Gold - 0. 0.8 l.8 2.2 -

Total 1.6 1.2 0.1 - 14 3.2 2 . -_6.1 12

Notes: 1/ Including reparations.
_/ Including small armount of other investment income.
;/ Including travel and private donations0
4/ This is private short-term capital, including errors and omissions.



TABLE 24

Forei-gn Trade
- Export and ImRort V es -

1946 1947 1948 jM 1950 19,51 1952 D52

Exports
Commercial 23.0 45.2 56.5 65.6 81.5 186.8 156.8 131.5
Reparations 8.8 10.4 11.e 12.2 7.8 12./ 8.2 -_

Total 31.8 55.6 68.0 77.8 89.3 199.2 165.0 131.5

Imports 24.2 46,9 66.3 66.2 89.1 155.4 182.1 121.8

Balance
E7ccluding Reparations - 1.2 - 1.7 - 9.8 - 0.6 - 7.6 +-31.4 -25.3) + 9.7
Inclu6ing Reparations + 7.6 + 8.7 + 1.7 +11,6 + 0.2 +43.8 -17.1)



Foreign Trade
- EXLrt and ImDort Values =

19-52 12953 1954
In Billions of F McO

Exports 63.7-/ 42.5 49.4

Imports 84.1 5M 54c3

Balance -20.4 - 8.4 - 4.9

l/ Exclu.ding reparations.



TABEE 26

Foreijgn Trade

- Volumes. Prices,, Terms of Trade -

JanuKy-1arch
194,8 1949 1950 1951 1952 1953 1953 1954

Volume IndicesL/

Imporus - Total 121 112 120 151 187 137 163 179

Exports2/- Wood 64 77 80 110 96 81 172 178
Paper 83 91 104 116 97 113 120 13 2
Total 67 80 88 110 97 102 138 149

Price Ir dices3/

Imports - Total 9°6 1,063 1,366 1,878 1,801 1,590 1,645 1,537

Exports2-/ Wood 1,135 1,216 1,388 2,578 2,303 2,188 2,225 2,233
Pulp, Paper,
Cardboard 1,443 1,184 1,456 3,390 2,534 1,622 1,675 1,758

Total 1,278 1,201 1,420 2,955 2,410 1,944 1,970 2,016

Terms of Trade 128 112 104 157 134 122 120 131

Note3: 1/ 1935 = 100
2/ 1935 = 100, for pulp and sawn goo,.s 1934-36 = 100
3/ Exc'uding re-aration exports



TABLE 27

Foreign Trade
- Geogra,hical Distribution -

1949 RD-X
In of Total

Experts

(including reparations)

Soviet Bloc 31.7 31.3

Sterling Area 26.0 22.0

OEEC - Continental Area 28.9 29.4

U.S. and Canada 6.3 7.3

Tmmports

Soviet Bloc 18.7 34.i2

Sterling Area 22.0 15.0

UEEC - Continental Area 41.4 36.4

U.S. and Ca,nada 7.7 5.1



TABLE 28

Balance of Payments_195L
-Estimates-

1953 1954
results estimates

In Billions of F._ M.

Current Qccount

Exports 131.5 55

Imports 122.8

Trade Balance 8.7 13

Transportation 9.1 7

Foreign Traveling - 3.7 - 3

Interest Service - 2.4 - 3

Other Services - O0. -2

Balance on Current Account 10.9 12

Capital Account

Long-term Loans 1.7 4

Repayments - 2.2 -6

Others 2.0 _

Balance on Capital Account 1.5 2 2

Overa11 Sur _ _us 2 120



TABLE 29

NET NATIONAEL PRODUCT AT FACTOR COST, BY IN:USTRIAL CRIGIT. AT 1938 PRICES,

1938. 1248-1953, ATD AT CUK214E PRICES, 1953

1938 1948 1949 1950 1951 1952 1953 (est.)

At 1938 rrices At 1953 nrices

1000 1000 1000 1000 1000 1000 1000 1000

Mill. Per 1Mill. Per Mill. Per Mill. Per Mill. Per Mill. Per llill. Per Mill. Per

Marks Cent Marks Cent Marks Cent Marks Cent Marks Cent Marks Cent Marks Cent Marks Cent

Agricu.lture 5.84 19.6 4.85 14.7 5.54 16.1 5.65 15.5 5.83 14.6 5.77 14.6 6.o4 15.2 84.40 13.9

Hunting &
Fishing 0.20 0.7 0.20 o.6 0.18 0.5 0.16 0.4 0.14 0.4 0.15 0.4 0.15 0.4 2.80 0.5

Forestx 4.60 15.5 3.85 11.6 3.02 8.8 3.32 9.1 4.13 10.3 3.97 10.1 3.44 8.7 60.20 9.9

Induatry &
Handtcraft 7.68 25.8 9.87 29.8 10.43 30.4 11.14 30.5 12.87 32.2 12.22 31.0 12.51 31.5 184.80 30.6

GonBstaction 1.46 4.9 2.01 6.1 2.36 6.9 2.41 6.6 2.45 6.1 2.42 6.1 2.74 6.9 62.50 10.3

Transportation &
Communication 1.68 5.6 2.27 6.9 2.24 6.5 2.48 6.8 2.85 7.1 2.74 7.0 2.57 6.5 42.10 7.0

Commerce, Baniks
Insurance 2.99 10.1 3.46 10.45 3.71 10.8 4.29 11.8 4.61 11.5 4.84 12.3 4.95 12.4 76.10 12.6

Public
Activities 2.35 7.9 3.46 10.45 3.63 10.6 3.80 10.4 3.78 9.5 3.89 9.9 3.91 9.8 57.00 9.4

Other Services 2.94 29. 3.11 9.4 3.22 9.4 3.2'5 8.9 -3.33 8.3 j3.9 8.6 3.43 8.6 35.20 5.8

Net National
Product 29.74 100.0 33.08 100.0 34.33 100.0 36.50 100.0 39.99 100.0 39.39 100.0 39.74 100.0 605.1 100.0



TABLE 30

AGRICULTURAL POPULATION IN FIlNLAND, 1888, 1920-14.50

Per Cent
Numbers of Total

1888 1,5422,CoO 75

1920 2,020,000 65

1930 2,014, 000 60

1940 1,901, 000 51

1950 1,674,000 42



TABLE 31

NU-BTER_ AMD ARABLE LAND AR.i3A OF FINNISH FARTiS,

GROUPED BY SIZE CLASSES, 1950

Farm Size Class Number of Farms Arable Land Area

Under 2 ha. 203,905 121,541

2 - h 0 94 99O4oo 326,050

5 - 9 99 88,434 627,747

10 - 14.99 38,813 470,246

15 24.99 23,665 hh46,436

25 and over 11,438 438,867

Total 465,655 2,430 887



TABLE_32

FINJNISH OIJUTPTT OF DAIRY PRODUCTS, 1920-1953

NOe of Total Milk
Year Dairy Cows Output

(Thousands) (Mlill 0 Kg.)

1910 ll65 1,515

1920 1 ,180 1,533

1939 1,380 2,650

194h1 1,135 1,750

1943 1,030 1,850

1953 1, 156 2,820



TABLE 33

FINNTSHI CROP OUTPUT, 1921-'953

Nillions of
Crop Units

1921-25 2,220

1926-30 2,640

1931-35 3.200

1936-40 3A 485

1941-45 2h46C

1945-50 2,942

1951 3,344

1952 3,677

Note:

One crop unit corresponds to one kilogram of
wheat, rye, barley, peas, etc;,, 1.2 kg. of oats,
1.1 kg. of mixed grain, 4 kg. of sugar beet 5 kg0
of potatoes, 10 kg0 of iodder beets and swedes,
12 kg. of turnip, 2 ,2-205 kg. of hay, and 3.95-5 kg.
of straw.



TABLE 34

PRODUICTION AND FOREIGN TRADR IN PRINCIPAL F-iii3,H CROPS

AVEMAGE 19314-193 8 , ANNUTAL, 1949-1953

(Thousand Hetric Tons)

lWh-, eat Rye Barley Sugar
Outptut Imports Outp-ut Imports Output Imports Output Imports

Av. 1934-38 142 60 340 46 175 1.3 11 93.2

1W"49 323 152 219 6 l8 - 23 0-4

1950 300 203 213 34 180 0o6 20 110o.9

1951 207 21h 190 103 211 6.1 19 107.2

1952 227 316 183 127 223 4.0 20 120.5

1953 225 219 128 106 310 ... 33 123.1



TABLE 35

DOIESTIC SUPPLY, EXPORT AiD CONSTIMPTbON OF ROUNDWIOOD IN FINLA,ND

(ACUTAL) 1950, AND (ESTII'LkTEmD) NEAT DECADE

(1,1illion Cubic Mleters Loose ileasure)

Estimated Cuttings
1 9 5 0 qNext Decade 1/

Domestic Consump- Domestic Consump-
Sup:lyr Export tion Supply xport tion

SawloEs & veneer logs 14.6 0.8 13.8 13.8 06, 13.3

Pulpwood 2/ 13.4 2e9 10.5 16.0 165 14h5

Pitprops 1.3 1.3 - 1.0 1.0 -

Other industrial. wood 6.6 0.1 6,5 5nl 0.1 5e°

Total industrial wood 35,9 5.1 30,8 35,9 3,1 32M8

Fuel wood 22.0 - 22.0 1806 - 18.6

Total wood 57.) 5.1 5208 5b6 3.1 51.4

1/ Based on an assumaption of total fe].lings eaual to net grouith
less a reserve of 5t, for further growith.

2/ Does not include 4.l million cubic meters loose measure
consisting of:

Waste from sawnills 3.1 tI II tt t t

Other indust-rial wood 1.0 1 It tt tt



TABLE 36

FINLkND - INDUSTRIAL ACTIVITY, BY GROUPS OF INT-USTRIES, 1952

No.
Gross Met of Pro-

Value of Value duction Total
Production Added Workers Wages
(Mil11FmT (iffillh I) (Nos0) (ITill.TF)

Ore quarrying and processing 3,950 2,830 1,155 40

Foundries and other metal working
factories 38,372 12,719 11,806 4,012

Engineering industries 87,758 48,544 73,?80 27,499

Precision instrument factories 812 598 797 262

Stone, clay, glass and peat
industr-ies 17,800 Jl1,274 15,101 4,583

Chemiical indus-try 17,475 8,508 6,321 1,843

Leather, rubber and allied
industries 18,017 7,662 13,737 3,4092

Texti'e and clothing industry 57,350 27,611 46,665 11,576

Manufacture of pulp, paper and
paper products 98,397 38,959 21,575 7,205

Manufacture of wood 65,066 18,739 42,855 12,023

Food, beverage, and tobacco industries
ind.istries 81,611 23,919 22,259 6,085

Electricity, gas and water wjorks 12,177 11,340 5,274 2,057

Printing 8,820 6,o64 8,851 3,050

Other industries 278 13 306 71

Total 508,384 221,952 270,4L8 84,228



TABLE 37

FINLAMD - VALUE ADDED PER PRODUCTIO- IJO0RKER, 1952

Value Added
Per 1iorker
M1illion FM)

Ore auarrying and processing 2.45

Foundries and other metal working .factories 1.08

Engineering industries o066

Precision instrument factories 0.75

Stone, clay, glass and peat industries 0.95

Che>)aic al ind-astry 1035

Leather, rubber and allied industries 0.56

Textile and clothling industry O.59

Manufacture of pulp paper and paper products 1.81

Manufacture of wood 0.44

Food, beverage and tobacco industries 1,.07

Electricity, gas and water works 2.15

Printing o069

Other industries 0,60

Total 0082



TABLE 38

FITLAND - PAPER AiW IJOODWCR\IJNG INDUSTRIES, 1951

I'o
No. of Gross Net of Pro-
Estab- Vlalue of Value duction Total

lishments Prod-action Added Workers Wages
(liiilRiJl)(ff;ill.fl _ (Milfl-fiF0M

Plp Paper and Paper Products 241 124,621 59,963 22,755 7_501

Pulp and paper industry 98 115,707 56,227 16,917 5?972

Pulp mills 25 10,832 4,413 2,047 708
Cardboard and paperboard

mills 13 8,990 4,120 1,6,1 592
Sulphite cellulose mills 20 41,314 23,260 5,073 1,886
Sulphate cellulose mil'ls 9 21,500 10,377 2,361 928
Paper mills 23 29,809 11,857 4,461 1,L84
Wa'llboardc mills 8 3,262 2,2C0 1,344 444

Paper, cardboard ard paperbcard
products industry 143 8,914 3,736 5,838 1,529

Manufacture of Wood 1-330 79621L 33,184 51,875 -13,86l 1

Saw and planing industry 760 60,609 _ 24,095_ 35,432 9,519

Sawmills and planing mills 665 49,920 18822 26,454 7,101
Independent planing mills 33 572 154 310 85
Fuelwood sawmills 35 497 77 138 41
Wood-twool factories and
lath mills 4 40 23 38 8

Plryood mills 23 9,581 5,020 8,492 2,285

Manufacture of wood products 570 19,015 95Q89 16,443 4.322



TABLE 39

FINNISH WOODPULF INDUSTRY -

PTtODTCTiON AND CAPACITY, SELECTED YiEARS

(Thousand Mletric lons)

Chemical Pnlp Mechanical Total
Sulphate Sulphite Total

Production

1913 65 80 145 155 300

Av,1925-2? 125 384 509 230 789

1930-34 222 624 846 428 1,274

1935-39 418 914 1,332 707 2,039

'1940-41W 217 290 513 236 749

1945-49 353 503 856 491 1,317

1950 476 718 1,l194 720 1,914

1951 565 821 1,386 807 2,193

1952 443 713 1,156 723 1,879

1953 1.81 651 1,132 796 1,928

Capacitr

1953 611 849 1,460 1,000 2,460

1954 64' 901 1,542

1955 742 986 1,728

1956 882 986 1,868



TABLE 40

FINNISH WO&DWORKIRG AND PAPR IRDUTSTRY -

PRODUCTION> 1950-1953, BY NAJOR PROjUCTS

TJnit 1950 1951 1952 1953

Paper Thous. M.T, 637 686 692 746

Newsprint " 416 410 435 439

All Other " " 221 275 257 -307

Paperboard " " " 137 201 140 197

Kraftliner & testboard " " 6 62 27 78

All O-her " " " 131 138 113 119

W4ood fibreboard " " " 79 117 84 104

Sawn goods Thious. Stds. 1,026 1,174 846 883

Prefab, houses Thous, m2 552 1,036 1,080 926

Plyvwood Thous. m3 223 321 236 234

Spools Thous. gross 1,356 2,178 705 703



TA3LE Itl

SCAi,\TDIN\W,VIAN PULP PRICCS: "OM DOCK", T.S. iUiARKET (SHORT TOTN)
-- d per short ton)

Bleached IJnbleached Unbleached
Sulphite Sulnhite Sul.phate

1951

January 175-200 150-200 153-165
April 220-250 200-232.50 200-265
July 225-265 200-2145 200-265
October 225-265 200-245 200-265

1952

January 225-230 200-205 200
April 175-225 155-200 145-150
July 10lL-1L8.50 122-130 105-110
October V!0-142 115-120 85-100

1953

January 140-142 115-120 100-105
April 1140 110-120 90
July 130 1o5-110 95-100
October 130-135 110-115 90-100

1954

January 1lO 120 105
March ihO 115-120 105

Source: Official Board M]arkets - confirmed by Firnish
Cellulose '.ssociation.



TABLE 42

FIIql,ANID - INDEXES OF IINDUSTRIAL PRODUCTION

1938, 19)48 - 1953

(1938 = 100)

1938 1948 19149 1950 1951 1952 1953

Total industrial production iCO 133 1)40 151 175 165 169

Wood.Torking industry 100 101 97 108 127 110 114

Other industries 100 149 163 172 199 194 219

Metal industry 100 192 204 185 235 235 212

Stone, clav, glass and
peat industry 100 123 138 153 165 149 155

Chemical industry 100 179 188 236 273 238 280

Leather and rubber industry 100 120 122 139 145 ;.28 140

Textile industry 100 110 125 145 156 155 166

Foodstuffs industry iCO 133 156 181 199 203 223

Pr-nting industry 100 147 153 174 131 188 191



TABLE 43

PRODUCTITO OF ELECTRIC POVER Ii FIITLADD

1938, 1945 - 1953

(Million KWH)

For Primary Purposes ____ Hydro Power :otal Total
Hyrdro Condensing Back Combustion to Electric Hiydro Electric
Power Steam Power Pressure Motors Boilers 1/ ower Powjer

1538 2,037 157 489 6 419 2,456 3,108

1945 2,105 117 82 3 651 2,756 2,958

1946 2,258 237 219 3 225 2,483 2,942

1947 1,850 577 374 6 60 1,910 2,367

19)48 1,365 631 396 10 58 1,923 2,960

19)49 2,647 2)46 255 5 362 3,009 3,555

1950 3,108 165 348 3 5)42 3,650 I4,166

1951 3,;416 425 416 4 )448 3,864 4,610

1952 3,736 165 338 4 425 ,261 4,768

1953 L4,2314 10)4 230 4 701 43915 5,253
(prel.)

j Hydroelectric powrer fed to electric boilers when available
in surplus.



TABLE Ih

RETATIOJT OF rINN1ISH HYDROELECTRIC POUER PRODUCTTION

TO iNSTALLED CAP-ACIT, 1245 - 1953

Actual Production
Total Installed Rated as Per Cent of

Production Capacity Production Rated Pr.oduction
(Million KW,H) FMT)- (Eiillion T.,,,) (e e 

1945 2,756 427 2,600 106

1.46 2,483 h37 2,685 92

1947 1,910 437 2,685 7'

190S8 1,923 468 2,935 66

1949 3,009 577 3,670 82

1950 3,650 658 4,16o 88

1951 3,864 788 4,55G 85

1952 4,261 814 h,625 92

1953 4,915 875 4,930 100
(prel, )



TABLE 45

ESTITATED CQNClS, IPTION OF ELECTRIC PC'. !!R

TN FINlAni, 1953 - 1960

(Billion K1c)

Growth Rate Growth Rate
Year of 10% per Year of 8%J Per 'ear

1953 1/ 4.5 4,5

1954 5.o 4 4i9

1955 .5 5o3

1956 6el 5.7

1957 6.7 6.2

1958 7.3 6.7

1959 8.1 7.2

196C 8.9 7.8

1/ actual consumption of electric power,
e.xcluding surplus hydro-e ectric power
fed to electric boilers,



TABLE 46

Estimated Contractual Interest and Amortization
Payments on External Debt

Total Debt (all currencies) U.S. Dollar Debt
Year Debt out- Payments During Year Debt out- Payments During Year

standing Amorti- In- 'T'ota standing Amorti- In- Total
Jan. 1 zation terest Jan. 1 zation terest

in milli.ons of U.S. dollars

1954 286.2V"/ 15.2 9.8 25.0 157.31/ 8.3 5.3 13.6
1955 277.2 13.1 9.9 23.0 153.1 7.6 r.3 12.9
1956 264.1 11.2 9.5 20.7 145.5 8.2 5.1 13.2
1957 252.9 12.2 9.2 21.4 137.3 9.6 4.9 14.5
1958 240.7 11.9 8.8 20.7 127.7 10.1 4.6 14.7
1959 228.7 14.7 7.8 22.5 117.6 10.5 4.3 14.8
1960 214.1 14.3 7.3 21.6 107.1 9.8 4.0 13.8
1961 199.8 11.9 6.5 18.4 97.3 7.8 3.3 11.1
1962 187.9 11.9 6.1 18.0 89.6 7.7 3.1 10.8
1963 176.0 12.2 5.7 17.9 81.9 7.9 2.8 10.7
1964 163.8 12.0 5.3 17.2 74.0 7.7 2.5 10.3
1965 151.8 11.0 4.9 15.9 66.3 6.6 2.3 8.9
1966 140.8 11.4 4.5 15.9 59.6 6.9 2.0 8.9
1967 129.4 11.7 4.1 15.7 52.7 7.1 1.8 8.9
1968 117.8 12.1 3.7 15.7 45.6 7.4 1.5 8.9
1969 105.7 12.3 3.3 15.6 38.3 7.5 12 8.8
1970 93.4 11.6 2.8 14.5 30.7 7.0 1.0 8.0
1971 81.7 10.9 2.5 13.3 23.7 6.4 0.7 7.1
1972 70.9 11.1 2.1 13.2 17.3 6.5 0.5 7.0
1973 59.8 10.4 1.7 12.2 10.8 5.6 0.3 5.9
1974 49.4 4.6 1.5 6.0 5.2 0.9 0.2 1.1
1975 44.8 4.7 1.3 6.0 4.3 0.9 0.1 1.1
1976 40.1 4.8 1.2 6.0 3.4 0.9 0.1 1.0
1977 35.2 4.3 1.0 5.3 2.5 0.3 02.. 0.4
1978 30r9 4.4 0.9 5.3 2.*2 0.3 0.1 0.4

1/ Amount outstanding is as of June 30, 1954: payments shown are for the full
year 1954.


