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Abstract. Finnish agriculture in 1996

Theearly partof summer 1996 was rainy and cool,
and the crop outlook was not too good. Instead,
in Augustitwas very warm and dry, which seems
to have been favourable for agriculture, because
theyield rose tothe normal level. The cereal yield
was 3.7 bill. kg, and the total yield measured as
fodder units was 5,663 mill. f.u., which exceeds
the yield of 1995 by 3 %.

The cultivated area grew by almost 10 % from
the previous year, which explains the increase in
the total yield. The set-aside area decreased and
it was only 10 % of the total arable land area.

The earlier trends continued in livestock pro-
duction. Milk productionfell by about 1.5 %, and
about 2,000 milk producers quit their production
every year.

The total of the farm quotas exceeds the na-
tional quota granted to Finland by 5-6 %, and the
farm quotas will be cut by this amount in the
beginning of April, 1997. The trade on quotas will
become administered again in order to be able
keep the costs of the expanding dairy farms in
control.

Pigmeat production grew by 3 % in 1996, and
the market situation was quite good. The market
prices were on the increase almost throughout
the year as the meat consumption was trans-
ferred from beef to pigmeat.

In Finland beef production stayed at about the
same level as earlier, and the BSE disease did not
influence the Finnish beef markets. The con-
sumption of poultry meat continues to grow, and
in 1996 the production increased by 18 %.

There has been some increase in the foreign
trade of meat. Pigmeat, in particular, is being
imported and exported to an increasing extent.

No major changes occurred in the consumer
prices and, consequently, consumption stayed
atabout the same level as earlier. Like in the past
few years, cheese consumption grew to some
extent, and poultry meat consumption also con-
tinued to grow very strongly. Instead, there was
some decrease in the egg consumption.

According to a preliminary estimate, agricul-
tural income fell by about 7 %. This was mainly
caused by the decrease in the amount of aid by
about FIM 1.0 bill. Agricultural income calcu-
lated at the market price rose by FIM 0.5 bill.,
mainly as aresult of the increase in the amount of
cereals entering the markets. The crop was good
and stocks were discharged.

The second year did not bring along any sig-
nificant changes in the agricultural production or
prices. However, there is still a great deal of
uncertainty about the future among the produc-
ers. The number of farms decreases quite rapidly,
and this has aroused speculations about the
collapse of agriculture especially in the more
remote areas. However, no alarming changes are
foreseen in the production, and investments
have also been made, which indicates that there
is still faith in the Finnish agriculture.

Index words: Finland, agriculture, production,
price, income, policy
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Preface

The second year in the EU seems to have been
somewhat easier to Finland than the first. Agri-
cultural producers were used to the lower price
level and the fact that the different forms of aid
constitute almost half of the turnover. A tempo-
rary settlement was also reached in terms of the
national aid for Southern Finland, whichreduced
the uncertainty among the farmers of this area.
However, according to the present settlement
the aid will be paid only until 2001, and thus it will
have to be negotiated on again.

The decrease in the transitional aid in the next
few years will be problematic for all farmers. The
income level may fall at the same pace, because
the market prices are not likely to rise from the
present level, but the input prices seem to be on
the increase. The rationalization of the produc-
tion is the only way to improve the economic
situation.

The number of farms decreases in about the
same way as earlier, but no major changes have
occurred in the production. Thus agricultural
production seems to continue at the earlier lev-
els. This publication presents a review of the
developmentofagriculturein 1996. As the earlier
annual review, it covers the production, con-
sumption, prices, and incomes in agriculture.
Many of the statistics are only preliminary, and
more accurate data will be available during the
early part of 1997. A review of agricultural policy

isalso presented, and this contains some prelimi-
nary data as well.

The structure of the annual review is about the
same as earlier, and part of the text has also
remained unaltered. However, an attempt has
been made to update the statistical data as far as
possible.

The staff of the Agricultural Economics Re-
search Institute has contributed to the prepara-
tion of this publication in many ways. I wish to
thank, in particular, Jaana Ahlstedt, Ossi Ala-
Mantila, Hannu Linjakumpu, Juha Marttila, Jyrki
Niemi, and Reijo Pirttijérvi for their assistance in
acquiring the data and revision of the text.

The author alone is responsible for the possi-
ble mistakes and defects. Also, the conclusions
and views presented here are those of the author,
and they do not represent the views of the
Research Institute or the national agricultural
policy-makers.

The publication comes out in Finnish in the
Research Publications series no. 82, andin Swed-
ishinno. 82b. I thank Jaana Kola for the transla-
tion into English and Heidi Mittler for the trans-
lation into Swedish.

Helsinki, January 31,1997

Lauri Kettunen
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OVERVIEW OFAGRICULTURE INFINLAND

1. Agriculture and
the national economy

In 1995 the gross domestic product at factor cost
was FIM 478 bill. Atthe end of 1995 Finland had
apopulation of 5.12 mill. Thus the gross domes-
tic product was FIM 93,400 per capita, ie.
USD 20,100 per capita calculated according to
the exchange rate at the end of the year, USD =
FIM 4.64. This is slightly below the average of
the EU countries.

In 1995 the share of agriculture of the gross
domestic product was 1.7 %. The share of agri-
culture has decreased steadily, because in agri-
culture the production has grown more slowly
than in other sectors of the national economy.
The amount of purchased implements and serv-

ices in agriculture has also increased, i.e. part of
the value added of agriculture has shifted to other
sectors.

The significance of the total food chain in the
national economy is much greater than the share
of agriculture in the gross domestic product alone
indicates. The sectors providing production in-
puts, transportation, and processing increase the
share of food economy in the whole national
economy considerably.

The share of the food expenditure of the total
consumer expenditure is about 16 %. This does
not include restaurants or alcoholic beverages.
The food sector employs about 300,000 people,
when the production input industry, services,
and food industry are included, in addition to
agriculture, but the retail trade is left out.

Inrecent years investments in agriculture have

Table 1. Gross domestic product (at factor cost) and investments in the whole national economy and in

agriculture.
Year Gross domestic product Investments
total agriculture total agriculture

FIMbill. FIMbill. Yo FIM bill. FIM bill. %
1987 34493 1093 32 93.27 425 46
1988 384.46 11.01 29 111.05 454 4.1
1989 422.53 14.19 34 136.15 5.06 37
1990 44753 15.17 34 139.14 5.08 37
1991 427778 13.09 31 110.06 375 34
1992 41571 1090 26 87.95 228 26
1993 421.24 11.84 28 71.19 208 29
1994 446.10 11.67 26 74.19 217 29
1995 47751 791 1.7 82.60 226 27

Source: Statistical Yearbook of Finland from various years.



dropped to about half of the level of the end of the
1980s. The trend has been similar in the whole
national economy. Uncertainty about the future
has made farmers cautious. In 1995 the share of
agriculture of the investments of the whole na-
tional economy was only 2.7 %. However, some
increase occurred in the investments in agricul-
ture, t0o, e.g. more tractors were bought than in
the previous years. This trend continued in 1996,

Agriculture is a very capital intensive industry.
One job in agriculture costs much more than in
the whole national economy on the average. A
modern farm requires a lot of land, buildings, and
machinery, butemploys only a couple of people.
It is obvious that farmers were not prepared to
make investments, especially due to the uncer-
tainty caused by the EU membership. The overall
economic depression has also affected the pro-
duction and investment decisions in agriculture.

The share of the employed labour force of
agriculture in the whole national economy is 6-
7 % (Appendix 2). This is considerably larger
than the share of agriculture in the gross domes-
tic product. It would seem that the productivity
of labour is not as good in agriculture as in other
sectors of the national economy. However, there
are difficulties in the compilation of statistics on
the labour force and labour input in agriculture.
Members of a farm family often work outside
agriculture as well, which means that the statis-
tics may overestimate the share of agriculture in
the employed labour force. Only about half of the
incomes of farm families come from agriculture.

Economic situation

In 1996 the economic growth was slower than had
been expected and hoped for. The official fore-
cast was 3.8 % but, according to preliminary
reports, the growth was only 2.5 %. Thus the
expected growth has not been realized in the past
two years, The forecast for 1995 was 5.0 %, but
the growth was 4.2 %. Normally this would have
been considered very good, but lowering the rate
of unemployment would require much more rapid
growth for several years.

The main reason for the slow growth was the
fact that the economic growth slowed down in all

West European countries in the early part of the
year. In Germany, in particular, the economic
growth was very slow, and this was reflected in
the other EU countries. In Finland this affected
mainly the wood processing industry, in which
the exports decreased in the early part of 1996.
This resulted in a decrease in the paper and pulp
production by about 10 %. A slight recession or
decline began already in the latter part of 1995.
The price of pulp started to fall, and this contin-
ued in 1996. After the summer of 1996 some
increase has occurred in the prices of both pulp
and paper, but there is still uncertainty in the
sector whether this is a sign of a steady improve-
ment. Another decrease in the prices is consid-
ered possible. The profits of export companies
have decreased considerably compared to 1995,
i.e. they have returned to the normal levels from
the record results reached in 1995.

The recession has also been reflected in the
decrease in the stumpage prices and felling,
although some improvement could be observed
towards the end of 1996. During the whole year
the value added of agriculture and forestry de-
creased compared with the previous year, which
partly explains the slow economic growth.

Inthe other sectors, however, the steady growth
has continued. In the metal industry the growth
was particularly rapid. The electronics industry
has grown the most, but the traditional engineer-
ing industry has also succeeded quite well.
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Figure 1. Growth in the volume of market price
GDP in 1990 prices (%/year).



Due to the slow growth unemployment has not
decreased as expected. The official rate of unem-
ployment was 16.5 %, which is only 1 % lower
than in 1995. However, it is likely that even this
was mainly achieved by means of the public
employment measures. Usually it is estimated
that an economic growth of 3 % would keep the
unemployment at the same level. On the basis of
the development in the past few years, this seems
to be true. The productivity of both old and new
companies increases, which reduces the need for
Jabour. The public sector is amajor employer, but
the number of people working there will have to
be reduced, which makes the situation even
worse. More and more often itis admitted that the
economic growth only will not solve the unem-
ployment, but we also need new ways of dividing
the labour as well as changes in the wage systems
in order to be able to employ more people. How-
ever, the labour unions oppose any radical
changes, and thus the realization of reforms in the
labour market is very slow.

In addition to the unemployment, the deficitin
the state economy is another major problem. The
need for net financing has decreased consider-
ably from the record level of FIM 65 bill. reached
in 1994, but it was still as high as FIM 40 bill. in
1996. According to the budget proposal, itshould
be about FIM 29 bill. in 1997. The state debt will
then be FIM 432 bill., whichis 72 % of the gross
domestic product. The total deficit of the public
sectorwas 61.8 %in 1996, anditwillbe 61.0 %in
1997.

In other respects the economic key ratios are
good. The inflation is low, the balance of trade
and current account show a surplus, interests are
low, investments are on the increase, and the
economic growth is in factquite good. However,
the high rate of employment and the difficulties
in the state economy cast a shadow over the
positive aspects of the economy. Unfortunately
no major changes can be expected for some time.

As to joining the EMU, the Finnish economy
isinarelatively good condition. According to the
convergence programme, the increase in the con-
sumer prices may be no more than 1.5 % higher
than in three EU countries with the lowest rate of
inflation. The long-term interest rate level (state

bonds) may be no more than 2 % higher than the
interest rate level of three EU countries with the
lowest inflation, and the criteria concerning the
deficit of the state economy and state debt are
3 % and 60 %, respectively. Only the state debt
(61 %) slightly exceeds the criterion of 60 %, but
only Luxembourg, the Great Britain, and France
meet this criterion. It seems that in 1997 only
France and Luxembourg will meet all criteria for
the EMU, and in France the deficit has been
estimated at 3.0 %, which means that it may fall
out as well.

The Finnish economy is in fact in quite a good
condition compared to the other EU countries,
and in this respect meeting the criteria for the
EMU does not cause any additional problems to
the management of the state economy. InFinland
the state debt has usually been very small, so that
the present amount of debt is something quite
new. Hardly anyone is prepared to increase the
debt, but some increase in the amount of the debt
in FIM cannot be avoided. The interest expendi-
ture on the loan is already as high as FIM 35 bill.
in 1997, and this burdens the budget economy a
great deal. The increase in the borrowing will be
used for interest payments.

In 1996 the consumer prices rose by only 0.8 %
(1.0 %in 1995). The increase resulted mainly from
the increase in the environmental taxes, espe-
cially the tax on fuel. In 1997 the prices are
expectedtoriseby 1.5 %. Food prices decreased
7.4 % in 1995, and in 1996 by about 2 %. The
market prices of agricultural products, especially
meat prices, have increased slightly during 1996.

Even if the growth of exports decreased from
13.7 % to 4.5 %, the balance of trade showed a
surplus of FIM 44 bill. and in the balance of
current account the surplus was about FIM 20
bill. (in 1995 FIM 48.2and24.5 bill., respectively).
Thus the foreign debt has decreased to about
35 % of the GDP, whenin 1993 it wassstillashigh
as 54 %. It has been possible for the state to
borrow from the domestic market, because the
debts of households have decreased. In general
the competitiveness of the exports companies
should be quite good in the future, too, because
the increase in the costs has remained small. The
decrease in the prices in the wood processing



industry will, however, affect the competitive-
ness of this sector.

The money market has been stable and, like in
other countries, the interest rates have fallen.
Short-term interest rates are even lower than in
Germany, and the long-term interest rates are not
much higher, either. The Finnish markka has been
stable for the past couple of years. In the summer
the value of markka fell and the exchange rate of
ECU was over FIM 6, but it strengthened again
in the autumn. In October markka was tied to the
ERM and the exchange rate of the ECU was
FIM 5.806. After that the value of markka has
been somewhat higher than this.

The economic growth has been maintained by
the increase in the domestic demand. Like in the
previous year the private consumption grew by
3.9 %in 1996, and the growth is expected to stay
at about the same level in 1997. In 1996 the real
income of wage earners increased by 3.7 %. In
1997 the alleviation of the taxation will increase
the disposable income by about6.5 %. The growth
of the domestic demand is vital for maintaining
the economic growth, because the share of ex-
ports in the national economy is only about a
third, and thus the economic growth cannot be
based onexports only. The low interest rate level
seems to stimulate the trade in houses and apart-
ments, and this can be hoped to contribute to the
recovery of the building activity. This is consid-
ered very important for strengthening the do-
mestic markets, because it has significanteffects
on other sectors and, consequently, it would
improve the employment situation.

Investments started to increase in 1995, when
private investments grew by 10.9 %. This trend
continued in 1996, and similar growth was also
reached in the investments in the public sector.
According to forecasts, the growth should stay
at about the same level in 1997.

The membership in the EU has not aroused
very much discussion in terms of the economic
situation. It is very difficult to distinguish the
effects of the membership from the other factors,
especially as the national economy was already
largely integrated to the West European markets,
except for agriculture. The economic discussion
has mainly concerned the future, i.e. the EMU
and its effects on Finland.

8

The EMU will result in stable money markets,
but it will reduce the means of the economic
policy. The labour markets fear that they will be
the ones to pay if the national economy runs into
difficulties. The export sector can no longer re-
sort to devaluation if its position were consider-
ably weakened. In this case a wage reduction
would seem the only way of preventing the loss
of the exports markets and securing the employ-
ment. This is counterbalanced by the stability of
the economy, which prevents inflation and thus
the loss of competitiveness. The world market
prices will fluctuate in any case, but the results of
the good years must be adequate to get over the
bad years.

2. The Finnish farm

Finland is located between the 60th and 70th
latitudes. Practicing agriculture is possible due
to the Golf stream, which causes the tempera-
tures in Finland to be 3-4°C higher than usually
in these latitudes in other parts of the world.
Finland is about 1,100 km long from the south
to the north, and the climatic conditions vary
considerably. In Southern Finland the growing
season is 170 days, butin the north it is only 100
days. There is a lot of variation in the effective

100

170
180

Figure 2. Growing seasons in Finland.



temperature sum, too: in the south itis 1,300 and
in the north 500 degree days. From time to time
there is frost even in the middle of the summerin
all parts of the country.

The amount of light in summer reduces the
differences in the growing conditions indifferent
parts of the country to some extent. Nights are
short, especially in central and northern parts of
the country. On the other hand, the radiation
conditions restrict the selection of the plant
varieties. Breeding of plant varieties that are
suited for the Finnish conditions is needed.

Climatic conditions are decisive for the loca-
tion of crop production. Cultivation of wheatand
oil-seed plants is restricted to Southern Finland.
Instead, barley, oats, grass, and potatoes can be
cultivated in all parts of the country. In many
parts of Finland livestock production, especially
dairy production, is the only profitable form of
production.

Finnish agriculture is based on family farms.
State and municipal institutions like schools and
research institutes own a few larger farms, but
theirsignificance in Finnish agriculture asawhole
is very small.

In 1995 private persons owned 79.6 % of farms,
heirs and family companies 19.2 %, corporations
and cooperatives 0.6 %. and the state, munici-
palities, and congregations 0.5 %. The share of
farms owned by heirs has not changed. This is
significant for agricultural policy because these
farms have the lowest productivity, and their
existence slows down structural development. In
1995the owner21.4 % of farms owned by private
persons was over 64 years old.

According to the Farm Register of 1995, there
were altogether 169,707 farms withover | hectare,
and the average farm size of these was 14.9 ha.
Thisis 20,000 fewer farms thanin 1994. However,
agricultural production was practiced on only
09,964 farms, and their average farm size was
21.7 ha. The number of active farms fell by about
14,500, i.e. the decrease was considerable. How-
ever, part of the decrease may be caused by the
revision of the statistics. In 1995 about 98,700
farms applied for aid from the EU, and about
95,600 of these eligible for the aid.

The small farms in the statistics often distort
the discussion on the structure of Finnish agri-

Table 2. The distribution of all farms and active
producing farms into farm size classes and the
average farm size (over I ha) in 1995.

Farms Producing
over | ha farms
1.000 % 1000 %

149 M2 310 100 100
599 341 - 201 170 170
10-19.9 IR 28 3R A1
20499 362 213 352 352
50 6.6 39 65 165
Total 169.7 1000 100.0 1000
Arable land

area1,000ha  2.525.0 2,167.3
Farmsize, ha 14.88 21.68

Source: The Farm Register of 1995.

culture. If only the active, full-time farms are
considered, the number of farms is much smaller
and, correspondingly, the average farm size is
larger. However, even in this case the farm size is
quite small, especially in cattle production.

Every year a good number of small farms quit
production, but in other respects structural de-
velopmentis slow. The number of large farms has
not increased very much, and there is very little
amalgamation of farms. In practice, itis possible
to increase the farm size through renting arable
land. This has been on the increase, and in 1995
altogether 482,494 ha, i.e. 19.1 % of the arable
land area was rented. The average rented area of
active farms was 10.3 ha.

Forest is an integral part of a Finnish farm: an
average farm has 14.9 ha arable land and 48.3 ha
forest. However, the regional distribution varies.
In general, the arable land area is larger and,
correspondingly, forest area is smaller in the
south than in the north (Table 3).

Finnish agricultural productionis mainly based
on livestock. Milk production accounts for about
30 % of the total return of agriculture, and the
share of cattle production rises to about 40 % of
the total agricultural production when beef pro-
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Table 3. Arable land and forest areas in different
parts of Finland in 1980 and 1995 (ha/farm)".

Arableland  Forest
and garden land
1980 1995 1980 1995

Uusimaa 182 2229 282308
Hiime =570 350 385
Kuopio S e W o IR
Vaasa 113 160 264 318
Oulu 9200121 458 838
Lappi 6.1 o5 IS8 7 900

Whole country 110 149 355 483

"The statistics have changed in 1992. Includes part of
forestry farms.
Source: The Farm Register of 1980 and 1995.

duction is taken into account. Consequently, the
share of hay, silage and pasture is about a third
of the total arable land area.

Production structure has changed in the course
of time so that the share of milk has decreased,
whereas that of meat has increased. The special-
ization of agriculture accelerated especially in the
1960s and 1970s. Earlier almost all farms pro-
duced milk, but in June 1995 there were only
29,900 milk suppliers (Appendix 2). About 40 %
of producing farms are engaged solely in crop
production.

Finnish farms are highly mechanized. There is
usually a tractor and other machines necessary
for the production line on the farm. According to

Table 4. Capital stock of agriculture in 1995,
FIM bill.

Arable land 27
Production buildings 3
Machinery and implements 13
Livestock 7
Other 7)
Total 77

Source: Pyykkinen 1996,
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an estimate, there are about 232,000 tractors and
38,000 combine harvesters. Calculated per hec-
tare, the level of mechanization is quite high.
Almost all dairy farms have a milking machine.

The total capital stock of agriculture has been
estimated at FIM 77 bill (Table 4). The share of
land is about FIM 27 bill., when FIM 11,600/ha
has been used as the price of arable land. The
price of arable land, which in Table 4 has been
estimated by means of various sources, varies
according to the economic situation, and it is
difficult to prepare the estimates for the whole
country. The number of land transactions per
year is about 1,000, and part of them concern
small land areas. Estimation of the production
buildings and other property items is somewhat
easier.

The debts of farmers amount to about FIM
24 bill. In the distribution of the debt between the
farms, about 40 % of farms have no debts at all.
On the other hand, the 10 % of farms that are the
most indebted have about half of the debt. In a
survey made in 1991 it was noted that on about
8,000 farms the amount of debts is alarming. A
reorganization programme was prepared for these
farms, and by means of this they can continue
their production without any immediate threat of
going bankrupt.

3. Other rural industries

In addition to agriculture and forestry, farmers
practise many other industries, e.g. horticulture,
fishing, fur farming, farm holidays, etc. Fur farm-
ing is economically the most significant, but it is
very sensitive to fluctuations in the economic
situation and the returns may vary considerably.
The other industries have established their posi-
tion. An overview of these industries is pre-
sented in the following. Not all statistics from
1996 are available, and, on the whole, the statis-
tics on these industries are incomplete.

This publication is mainly concerned with ag-
riculture proper, which in Finland includes only
horticultural production in the open. Thus, green-
house production is excluded.



The total area of the greenhouse production is
about 493 ha. The value of the greenhouse pro-
duction is estimated at FIM 1 billion in 1996, of
which the value of vegetables was FIM 470
million. The mostimportant vegetables are toma-
toes, cucumbers and pot salad. The value of
ornament plants was FIM 555 million.

There are about 3,100 greenhouse firms, of
which 1,800 were eligible foraid. The difference
is due to the fact that all plants are noteligible for
aid, and a part of farmers may not get the aid due
to the age or the technical reasons. It is also
possible thatall eligible farmeres do notapply for
aid.

The number of farms which received aid was
about4.5 % smallerin 1996 thana yearearlier. The
average size was 2,100 m?. Of these areas about
21 % were eligible for so-called short-term (2-7
months) production aid and about 79 % for the
long-term production aid. About 60 % of the
eligible area was in vegetable production and
37 % in ornamental plant production.

It was decided in the negotiations with the
Commission that the levels of aid will be retained
untill 1999.In 1999 new general negotiations will
be held as to the remaining serious difficulties of
agriculture. Horticulture will be included in these
negotiations.

In 1995 there were about 4,300 professional
fishermen in Finland. About 70 % practise their
trade at sea. The number of fishermen has been
decreasing rapidly.

In 1995 the catch of fish was at FIM 111 million
kg and the value of this was FIM 166 mill. Most
of the catch came from the sea areas. In addition,

Table 5. Some figures on other rural industries.

Number  Valueof
of enter- production
prices  FIMmill.

Greenhouse production 3,100 1,000

Fur farming 2,200 1,600
Reindeer herding 7,000 72
Apiculture 4,100 28
Farm holidays 2,000 170

aquacultureproduced fish (mainly rainbow trout)

17.4 mill. kg, and the value was about FIM 286
millionin 1996. Occasionally rainbow troutis also
animportant exports article. In 1995 1.7 mill. kg
was exported, and the value of this was FIM 65
mill. The value of roe of rainbow trout export
alone was FIM 31 mill. The value of planting
production, which isimportant forimproving the
fish populations, was FIM 83.2mill. in 1994,

An especially important side-line for agricul-
ture is fur furming, which is also practised on its
own. It employs about 7,000 people. There are
about 2,200 fur farms. Fur production is mainly
concentrated in the province of Vaasa, from
where about 85 % of all production comes. The
share of Finland of the total fur production in the
world is 70 % in the case of fox, butonly 10 % in
the case of mink.

The collapse of the world market prices in 1988
forced many fur farms to stop their production. In
1993/94 prices started to rose considerably and
the trend continued in 1996. The profitability
improved particularly for fox. The price of mink is
also on the icrease.

The use for furs has moved to new markets, like
to the Far East, where economic growth has been
fast. Most of the production of fur clothing is
concentrated in these areas. In Europe and the
USA the demand has increased after many bad
years. The field is sensitive to business fluctua-
tions, and it has to adapt itself to the changes in
the world market, which may be great.

Reindeer herding is the main source of liveli-
hood for about 800 households in Lapland. In
addition, in about 1,500 households it is a very
important secondary occupation. In the herding
year 1995/96 there were about 7,000 reindeer
owners. At reindeer round-ups in 1995/96 there
were about 333,500 animals, of which 120,700
were slaughtered. Meatproduction was 2.7 mill. kg,
and its value was about FIM 72 mill. Reindeer
meat has mainly been consumed in Finland, and
hardly any is exported.

In 1995 there were about 49,500 horses in
Finland, and about half of them were on farms.
The number of horses has increased in the past
few years, although they are very rarely used in
farm work. Horse husbandry is practiced on
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about 6,000 farms. Horses are mainly used for
riding and trotting. On the farms horse husband-
ryemploys 1,300 people full-time and about 5,000
part-time.

Apiculture provides additional income to about
4,100 beekeepers. In 1996 altogether 1.0 mill. kg
honey was produced, and its value was about
FIM 28 mill.

Wildberries (cloudberry, blueberry and lingon-
berry) are animportant source of income for many
people, especially in northern Finland.

12

Farm holidays have also become an important
side-line industry to agriculture. About 2,000
entrepreneurs are offering farm or summer cot-
tage holidays, and about half of them are farmers.
This activity includes restaurants and feasts,
and has expanded year by year. The return of all
holiday and traveling services is estimated at
FIM 170 million/year. Compilation of statistics is
difficult because this field is very heterogenous
and the scale is very small.



PRODUCTION, PRICESANDAGRICULTURAL INCOME

4. Crop production

4.1. Weather conditions

The winter of 1996 was like in the good old days
with a lot of snow in Southern Finland, too.
Almost the whole time the temperatures were
below zero. The wintering of winter cereals was
quite normal, and no major damages were re-
ported. The spring was a little late and the tem-
peratures were below the average. Sowing was
started a week or two later than normally, but it
was completed at about the usual time, because
the weather was good. There were no regional
deviations from the normal sowing times.

The early part of the growing season was quite
normal. The temperatures were close to the aver-
age, the precipitation was slightly above the
average, and this was favourable for the growth.
Sprouting progressed very well. July was very
bad for holidaymakers, because the tempera-
tures were well below the long-term averages.
The real summer began in August and the effec-
tive temperature sum rose gradually, but the
normal level was not reached. It rained hardly at
allin August, and the drought continued until the
latter part of September. September was again
quite cool. For the part of the total thermal grow-
ing period the effective temperature sums re-
mained 5-10 % below the normal values.

The yield level was, however, quite good,
partly actually above the normal. Thus the low
temperatures in the early part of the growing
season did not affect the yield level. High tem-
peratures often involve drought, which seems to
be a more important factor in terms of the yield

than the temperature. In August and early Sep-
tember it was very dry and this favoured the
harvesting, which was completed without any
major difficulties. Because of the favourable
weather conditions the quality of the crop was
good.

4.2. Areas and yields

The total areaof Finland is 33.8 mill. ha. The share
of forestry land is 26.3 mill. ha (78 %), that of
watercourses 3.4 mill. ha(10 %), of agricultural
land 2.6 mill. ha(8 %), and the restis uncultivable
land. In practice all agricultural land is cultivated
land. In Finland the area of natural pastures is
only 100,000 ha, whereas inmany European coun-
tries the area and significance of these is much
greater.

The EU membership has increased the area
under cultivation. In 1996 this grew by about
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Figure 3. Total yield without straw in 1980-
1996, f.u./ha.



26,100 ha, i.e. 1.4 % (Table 6). The reason for
this is the decrease in the mandatory set-aside.
The set-aside area that is a precondition for the
CAP aid is estimated at about 57,000 ha, be-
cause onmany farms the yield remains below 92
tons, which is the limit for set-aside. Voluntary
set-aside is also possible, and the area covered
by this was 179,300 ha. In 1994 the set-aside
area was 505,100 ha.

The increase in the cultivated area concerns
mainly cereals, and the area under oil-seed plants
and dry hay have dropped. The area under winter
wheat grew by 12,000, which increased the total
area to 112,000 ha. Considerable increase also
occurredin the area underrye (to 35,000 ha), but

the yield of rye does not yet quite meet the
domestic consumption. The area under oats in-
creased by 12 %, and the area under barley also
increased slightly from the previous year.

It has been necessary to reduce the area under
oil-seed plants because of internal factors of the
EU. The GATT settlement imposes certain re-
strictions on the production of oil-seed plants,
and this affects the cultivation possibilities in
Finland, too. The gradual decrease in cattle hus-
bandry has probably led to a decrease in the area
under dry hay, even if an annual error in the
statistics is also possible. The area under dry hay
increased in 1995, and the reason for this is not
quite clear.

Table 6. Harvested areas and yields of main crops in 1995 and 1996").

1995 1996
Area Yield Total Area Yield Total
1,000 ha 100kg/ha  mill. kg 1,000ha 100kg/ha mill.kg

Winter wheat 126 41.7 53 252 430 108
Spring wheat 88.1 37.1 327 873 402 351
Rye 20.8 273 58 353 246 87
Barley 5162 342 1,764 5425 343 1,860
Oats 3203 333 1,097 3744 337 1,261
Mixed cereals 10.7 328 35 13.8 303 42
Peas 45 242 11 57 234 13
Potatoes 36.1 221.1 798 348 2200 766
Sugar beets 348 3190 1,110 347 2584 897
Hay 287.1 378 1,086 243.6 430 1,047
Green fodder 316 1374 434 304 148.3 451
Silage 300.9 1872 5,633 3024 183.6 5,551
Oil-seed plants 85.3 15.0 128 61.7 145 89
Other crops 36.3 36.1
Pasture 127.8 1182
Total 1,922.1 3,109? 54819 1,946.1 3,151 5663
Set-aside 2232 1793

1A general agricultural census was made in 1990, and this has caused some changes in the statistics. The total area
is larger than the area based on sampling: the earlier figure for 1990 was 2,436 mill. ha, and the new figure based
on the census is 2,544 mill. ha. This must be noted when comparisons are made with the statistics from the 1980s.
I u/hawithout straw. Feed unit norms changed at the beginning of 1990 for the part of cereals. The average raise

was about 2 %.
Imill. f.u. without straw.
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The areas under potatoes and sugar beets were
about the same as in 1995. The cultivation of
sugar beets is largely based on contracts, and
thus there is little variation in the area, but pota-
toes are also cultivated on the basis of contracts
to a considerable extent.
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Figure 4. Yields of main crops in 1980-1996.

The yield level was normal or slightly above
the normal. The yields of fodder cereals, barley
and oats followed the long-term trend, and they
were about the same as in 1995. Actually, the
yields of these were not as high as could have
been expected. The reason for this was the fact
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that the size of seeds was smaller than the
normal. As the areas grew, the yield of fodder
cereals exceeds the domestic need clearly, by
about 680 mill. kg. However, it has been possi-
ble to export the surplus to the EU and third
countries and the markets have functioned quite
well. At the turn of the year there were no
intervention stocks. Earlier oats used to be ex-
ported to the USA, but after the EU membership
this has stopped. Export aid has been too small
to make this profitable.

The hectarage yield of wheat was excellent
and the quality was also good. The yield level of
cereals has increased continuously, but it is still
well below the yield level of the agricultural
countries of the EU. The cultivation of cereals in
Finland can never be competitive within the EU.
The yield of wheat does not quite meet the
domestic consumption, but it is estimated to be
about 80 mill. kg below this.

The total yield of cereals was 3,700 mill. kg,
whichis 11 % higher than in 1995. The increase
is mainly caused by the growth in the cultivated
areaby about 100,000 ha,i.e. 10 %.

The yield of dry hay was quite good, but the
yield of silage remained at the same level as in
1995. In general the yield levels of both of these
have stayed atabout the same level for some time,
and even some decrease has occurred.

The hectarage yield of potatoes has been
about the same for a few years. The total yield
corresponds quite well to the domestic con-
sumption. Instead, the yield of sugar beets re-
mained clearly below the normal, which was
mainly caused by the drought in the latter part of
the summer. The sugar content, however, was
17.6 %, which is higher than ever before. The
total sugar yield was about 130 mill. kg.

Measured as fodder units the yield was 3,151
f.u./ha, which is a little smaller than the trend.
The total yield was 5,663 mill. f.u., which is
about 3 % higher than in 1995. The overproduc-
tion of cereals grew considerably from the pre-
vious year, because the cultivated area increased
by 10 %. Overproduction is, however, no longer
as problematic as prior to the EU membership,
when the surpluses had to be exported at the
world market price by means of national export
support.
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4.3. Monitoring of prices

The price paid to farmers consists of the market
price and various forms of aid, which are paid in
many different ways during the transitional pe-
riod. Aidincludes both price aid, which is paid for
each produced kilo or litre FIM/kg or FIM/I, and
aid paid on the basis of the number of animals or
hectares, which is not dependent on the produc-
tion quantities. Consequently, the average price
the producers receive can be calculated only
afterall payments, including aid, have been made.
In the official statistics only the so-called pro-
ducer price, which includes the farm gate price
and price aid, is reported, but the final price that
includes all forms of aid is not calculated.

Market price is the price the farmer receives
when selling the product to the recipient (slaugh-
terhouse, dairy, recipient of cereals, etc.) Today
this is the price of the raw material to the proces-
sor, and the consumer price is based on this,
together with the margins of the processing and
trade and the VAT.

The monitoring of prices is further complicated
by whether the price is quoted at the place of
trade or the farm gate. From the farmer’s view-
point the so-called farm gate price is the most
important one in terms of the income formation,
because in this case the transportation cost is no
longer included in the price. When the dairy
truck picks up the milk from the farm, the dairy
pays the farm gate price to the farmer. Instead,
the prices of slaughter animals are usually re-
ported as prices at the slaughterhouses, because
the animals may be transported in various ways.
Cereal prices are also set in the place where the
cereals are received, because farmers them-
selves may take care of the transportation. In
these cases the price in question is the market
price.

In this publication market price is used as the
price indicator, even if this may be mixed upe.g.
with the wholesale price. In certain cases the
producer price, including the price aid, is also
examined. Prior to 1995 it was often the producer
price that was reported in the statistics. At that
time the market price was much closer to the
producer price than is the case at present. How-



ever, the earlier producer price did not include
all forms of aid, e.g. subsidies and aid per
hectare.

4.4. Market prices of crop products

In the beginning of 1995 the market prices of
cereals fell by 50-60 %. After thatittook some time
before the prices stabilized and began to follow
the price development in the single market.
Because the world market prices were quite high
still in the early part of 1996, even so high that
the EU restricted wheat exports by means of an
export tax, there was no need to offer cereals to
the intervention stocks and the price level has
stayed above the intervention price. However,
the price of the crop of 1996 fell close to the
intervention price, and the world market prices
have also dropped considerably.

The intervention price varies according to the
season so that during the crop year the price rises
by about 10 %. Thus it is profitable to store
cereals on farms, if this is possible. Itis difficult
to geta similar interest anywhere in the financial
markets. Storage naturally involves certainrisks,
too, but it pays to take these. Cereals have,
however, entered the markets almostin the same
way as earlier, and exports have been needed

Table 7. Producer prices of some crop products
in 1987-1996, FIM/kg.

Rye Wheat Barley  Oats

1987 2.68 2.44 1.70 1.60
1988 2.91 2.43 L 1.65
1989 3.16 2.60 1.82 1.78
1990 3.03 2.54 1.76 172
1991 2.88 222 1.58 k]
1992 2772 2.19 1.65 155
1993 2.26 219 1.63 1.54
1994 2.52 213 1ol 1.48
1995Y 0.89 0.87 0.73 0.70
1996¢ 0.89 0.91 0.75 0.74

DMarket price of grain from 1.1.1995, basic price bf
grain delivered to industry warehouses.
Source: Viljavaaka.
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Figure 5. Producer prices of wheat and barley
in 1994 and market prices in 1995 and 1996.

because of the storage space and to keep the
markets in balance.

Cereal prices usually reported are those set at
the storehouses of the buyer. The prices the
farmers receive are normally notreported. These
can be estimated by deducting the transporta-
tion costs from the market price.

In the early partof 1996 the world market prices
of cereals were quite high, higher than the inter-
vention prices of the EU. Inseveral years the crop
has beenatabout the same level or there has even
been some decrease. but the consumption has
grown. Consequently, the stocks have dimin-
ished and they were at a lower level than for a

long time, actually they were close to the level of
the food crisis of 1974, According to the CAP
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Figure 6. Producer prices of oats and rye in
1994 and market prices in 1995 and 1996.



reform, the set-aside area of the EU is as much
as 15 % of the cereal area, which has reduced the
supply, even if some people argue that this is not
the case. Reduction of the set-aside area in 1996
and 1997 is not enough to cover the shortage.

The EU imposed an export tax on wheat in
order to keep the prices stable on the single
market. There was a lot of discussion on whether
this was a sensible way to act. When the wheat
supply decreased on the market, the world mar-
ket prices stayed at a high level. This had a
negative impact on e.g. developing countries
that have to import cereals. The biggest surprise
has been the very strong reaction, i.e. the in-
crease in the prices. In connection with the
liberalization of the world trade reference is
often made to the reduction of the supply and
increase in the prices, but in these calculations
the changes in the production are much greater
than those that have occurred in the past few
years. Consequently, the price elasticities seem
to be greater than assumed in the model calcula-
tions.

On the other hand, the decrease in the prices
has also been more rapid than was expected.
During the autumn the prices fell considerably
and the EU again promotes cereal exports by
means of export premiums. However, despite
the good crop the stocks will remain at a low
level and the prices may start to rise again, but
they will not be as high as in the early part of
1996.

5. Livestock production

5.1. Producer prices

The market prices of livestock products in Fin-
land followed the EU markets, but the price level
of some products differs considerably from the
average prices of the EU. The price of milk is
closesttothe EU average, and the price of mutton
differs from this the most. The reasons for the
differences are not quite clear. Finland is a
remote country with long distances, which would
actually make it possible to have a higher price
level than in the competing countries. This is not
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Table 8. The paid producer prices of the most
important agricultural products in 1987-1994
including all subsidies (export cost fees and
milk guota payments have been subtracted).

Milk Beef Pigmeat Eggs
Year p/l FIM/kg FIM/kg FIM/kg

1987 2833 2807 16:52: 1071
1988 2926 30060 < 17 28 DG
1989 312.6 32.86 1802 1136
1990 3165 el 17:661 1181
1991 321.2 2944 1662 11.86
1992 SIT2 04 16 300 1105
1993 3283 ¢ 2930, 16.25 11.58
1994 326,5 3045 16.14  11.15

the case, however. The price differences may be
caused by the differences in the quality classifi-
cations despite the fact that an attempt is being
made to standardize the determination of prices.
Differences may also be caused by the develop-
ment level of the markets and the costs related to
the slaughterhouses, transportation, and mar-
keting. The price differences may reveal the com-
petitiveness of the companies operating in the
meat business.

On the other hand, the demand-supply-situa-
tion of the local markets may have a greater
impact on the prices than the possible foreign
competition would imply. Forexample, the over-
production of eggs is still considerable in Fin-
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Figure 7. Producer price of milk in 1994-1996.



Table 9. Estimated prices of milk, meat and eggs
in 1996.

Farm gate  Producer
price price!
Milk, FIM/1 1.86 2.70
Beef, FIM/kg  13.30 18.61
Pigmeat, d 7.90 10.40
Mutton, 4 8.98 12.72
Eggs, " 4.18 6.21

Dinel. additional price

land, and this is likely to lower the market prices.
In the case of pigmeat the demand and supply
are well in balance, and the price is close to the
EU average. The beef markets have also been in
balance, but the price is clearly below the EU
level. There has been oversupply at times, for
example in the autumn of 1996, and as launch-
ing exports has been difficult the prices have
remained below the EU averages.

It is very difficult to find any reasons for the
low market price of mutton. The consumption is
quite low, but, in proportion to the consumption,
a considerable amount of mutton has been im-
ported. Is the aid going mainly to the processing
and trade sectors? There are numerous exam-
ples of this in other countries. Aid directed to
agriculture often increases the input prices and
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Figure 8. Producer prices of beef, pigmeat and
eggs in 1994-1996.

Table 10. Market prices of livestock products in
Finland and some EU countries in 1995, FIM/
kg (milk FIM/I)".

Milk Pigmeat Beef? Eggs?

Finland 1.89 8.06 16.10 2.83
Sweden 182 8171671490
Denmark LT .09 1707 1489
Germany 170 795 1665 751
The Netherlands 1.77 1697 355
France 1.63 . 7.78  16.69 367
Italy 1.81 S o

DAccording to the average exchange rates of 1995.
2IR3-class 7' Prices converted into these per kilo ac-
cording to average weight of 62 g.

the margins of the processing and trade, and
agriculture may not benefit from it at all.

The producer prices of pork increased slightly.
The trend has been similar in the other EU
countries, too. The mad cow disease has af-
fected the consumption of beef in many EU
countries, and the demand for meat has shifted
to pigmeat and poultry meat. The market price
of pigmeat has risen because of the increase in
the demand. This has also been reflected in
Finland, even if the mad cow disease had no
effect on the beef consumption in Finland.

In 1995 the market price of eggs was excep-
tionally low (about FIM 2.5/kg), but it has risen
to about FIM 4/kg. This is also below the EU
level. The producers are still receiving transi-
tional aid, which naturally increases the price
paid to the producers.

5.2. Production
Milk

Milk production fell by about 1.5 % from the
level of 1995. This is quite well in accordance
with the long-term trend. Annual variations have
been considerable, depending on the production
restriction measures used. In 1991 the produc-
tion fell by 10 %, but in 1994 it increased by
2.3 %.



In the early part of the year the production
level was about 4 % lower than in the previous
year, but the decrease slowed down towards the
end of the year. Changes in the production are
often determined by the pasture season. A high
fodder yield during the pasture season increases
the average yields, and this often continues
during the whole feeding period. The quality of
the harvested fodder influences the returns a
great deal, and thus it is necessary to wait for the
beginning of the indoor feeding period in order
to find out the output level of the whole winter.

The number of milk suppliers is decreasing
steadily. In 1996, too, theirnumber fell by 2,000,
which is a little more than in the previous year.
The average annual increase in the average yield
has been 80 1/cow, and it is already nearly 6,000
litres.

In 1996 milk producers were very much con-
cerned about the cuts of the farm quotas. In the
Accession Treaty the national quota was deter-
mined on the basis of the output of 1992, The
total of the farm quotas, however, was about 150
mill. litres larger. The national quota has not
been exceeded, but the Commission has re-
quired that the total quota should be based on the
national quota. In 1995 the state bought some
quotas from farmers, but this was not very
successful. Free trade on quotas has been possi-
ble, except for the condition that 50 % of the sold
quotas had to be relinquished to the state free of
charge. The price of quotas has been FIM 1.5-
4.5/1. Income from quota sales is taxable in-
come.

Table 11. Livestock production in 1990-1996".
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Figure 9. Milk production and the amount of

milk delivered to dairies in 1980-1996.

The government made a decision to cut the
quotas of all farms by 5-6 % (except for farms
that had received aid from the EU to expand the
production) in the beginning of April 1997.
There is no decision so far on the compensation
to be paid for the cuts. The lower quotas do not
cause any problems as long as the total quota is
not exceeded, but this always involves a risk of
exceeding the quota, and farms that have ex-
ceeded their own quota are the ones to suffer.

In connection with the cuts it was also decided
that the Northern aid is paid for all milk produc-
tion, even if the output were to exceed the farm
quota. The amount of aid cannot exceed the set
maximum, and thus it is probably necessary to
lower the average amount of aid in order to be
able to pay the new aid.

1990 1991 1992 1993 1994 1995 1996°
Dairy milk mill. 1 2,600 2345 2274 2264 2316 2296 2,261
Beef mill. kg 118 122 117 106 107 96 97
Pigmeat " 187 177 176 169 171 168 172
Eggs " 76 67 67 70 750 5 71
Poultry meat ¥ 53 37 36 35 39 42 49

) The hot weight reduction of meat was abolished at the beginning of March 1990. As a result, the quantities are
3 % bigger than earlier. The prices were also dropped by 3 %. Starting from July 1, 1995 the hot weight reduction

is 2 %.
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Beef

Beef production has decreased steadily since
1991, when the output was 122 mill. kg. In 1996
the output was only 97 mill. kg. The number of
slaughter animals decreased slightly, but the
slaughter weights rose. In beef production the
share of cows is about a third and that of bulls
about 55 %. The share of veal (carcass weight
less than 80 kg) is only 0.1-0.2 %. The weights
of both cows and bulls are increasing slightly. In
1997 the output is forecast to decrease by 1-2
mill. kg.

In the EU beef production is supported by
means of special beel premiums and suckler
cow premiums. According to the Accession
Treaty, special beef premium may be paid for
250,000 animals. This number has not been
realized in full. Because beef production is mainly
based on slaughter animals produced in connec-
tion with milk production, the number of ani-
mals eligible for the special beef premium does
not reach the upper limit very easily, but the
number is likely to fall short of this, even to an
increasing extent.

The suckler cow premium may be paid for the
maximum of 55,000 animals. Their number has
been growing slowly. butitis still well below the
maximum.

In Finland there has been no BSE disease, and
thus it has not affected the beef markets. In the
very beginning of the crisis consumers had
certain reservations with respect to beef, but the
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Figure 10. Production of beef, pigmeat and eggs
in 1980-1996.

issue was soon forgotten and the consumption
has been quite stable. The domestic supply has
satisfied the demand, and very little beef has
been imported.

Beef production policy of the EU

The BSE disease was a major issue in the agri-
cultural policy of the EU almost throughout the
year. The collapse of the demand caused a panic
among the producers as the producer prices fell
rapidly. The situation is particularly difficult in
the United Kingdom, because it was forbidden
to export beef. Based on a proposal by the

Commission the Council had to make a decision

on the management of the disease, according to

which a large number of animals will be slaugh-
tered. The producers receive compensations for
their losses.

The difficulties in the beef production sector
due to the loss of the demand and decrease in the
producer prices led toeconomic difficulties in the
EU, because there was no extra money available
for this kind of compensations. The financing of
the compensations is still open. At the moment
it seems that they will be financed be means of
internal transactions within agriculture. The aim
is to reduce the funds reserved for the CAP
reform aid by 7 %, but it has not been possible to
make the decision yet. However, the issue will
have to be settled during 1997.

In October the Council made a decision on an
extensive cattle package., which includes e.g.
the following:

— introduction of a slaughter/marketing pre-
mium for calves or, alternatively, an early
marketing premium for a little older calves in
the member states

— shift to a single special beef premium

— cuts of the national quotas for special beef
premiums

— inspection of the use of the quotas for the
sucklercow premium

— raising the purchase ceiling for intervention
for this year, and

— revision of the criteria for the premium for
extensive production.

Beef production is supported by 2.5 bill. ecus
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in order to balance the markets. In addition, 500
mill. ecus is paid as a special income aid. An
attempt is being made to balance the markets by
raising the intervention stocks from 460 mill. kg
t0550 mill. kg. Inthe beginning of 1996 there were
no intervention stocks.

However, 230 mill. ecus of the total addi-
tional aid of 2.5 bill. to beef producers was paid
inadvance already in 1996. The share of Finland
is 1.2 %, i.e. FIM 35 mill. (6 mill. ecus).

An attempt is made to reduce beef production
by paying the special beef premium only once.
The aid is 135 ecus for bulls under 10 months. It
used to be 108.68 ecus paid twice per animal.
The new systems also involves the possibility
for a second payment. This can be applied for
"traditional extensive production regions”, but
itisrestricted to only 3 % of the regional ceiling.
The total of the two payments may not exceed
216 ecus.

The limits for extensive production were
changed so that the aid is 36 ecus if the number
ofanimalsis 1.4 LU/haand 52 ecus whenitisless
than 1 LU/ha.

The system also involves a slaughter premium
for small calves (under 84 kg), whichis FIM 380
for calves slaughtered in December-February
and about FIM 350 for calves slaughtered after
that. The system remains in force until the end of
November, 1998.

The quotas for special beef premiums were
cut by altogether 19.3 %. This was made possi-
ble by the fact that the quotas have not been
fulfilled. In Germany the quotas were cut by
42.4 %. The Finnish quota decreased from
250,000 to 241,553, i.e. by 3.4 %. The number
of bulls slaughtered is on the decrease, and thus
the cuts should not cause any major problems.

No permanent settlements have been reached
in restoring the equilibrium on the beef market,
evenifthe problem is generally recognized. Even
without the BSE the production exceeds the
demand, and the problem was known before the
crisis. However, no one seems to be prepared to
take any measures to solve the problem. In
October the Irish Minister of Agriculture made
the sarcastic remark that “all ministers have
agreed on the need to cut beef output, but no-one
wanted their production reduced”.
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According to some estimates, the EU is going
to have problems in achieving the equilibrium
on the beef market until the end of this decade.
In 1995 beef output was 8 mill. tons and con-
sumption 7.65 mill. tons. According to the GATT
agreement, the EU has an import obligation of
460,000 tons, which means that in 1995 the total
overproduction amounted to 795,000 tons. Based
on the agreement the EU may export 821,000
tons beef by means of export aid in 2000, which
is about the same as the present overproduction.
However, the output increases by about 1.5 % a
year and the consumption does not grow but it is
rather on the decrease, and thus the excess
supply is growing rapidly. The consumption has
been forecast to decrease as much as 20 % by
2000. If export is not possible, the stocks will
soon be several millions of tons. Consequently,
it has been argued that the EU should take
powerful measures to reduce output, but this
does not seem to succeed.

Pigmeat

In 1996 the pigmeat output (172 mill. kg) was
2 % larger thanin 1995. Slaughter weights were
about 3 % higher than in 1995, but the number
of pigs slaughtered fell by almost 2 %. The
output is forecast to grow by about 4 % in 1997.

The growth in the consumption as a result of
the shift from beef to pigmeatbecause of the BSE
disease stimulated the production in 1996.

The profitability of pigmeat production has
been a key factor in terms of the development of
the production. It seems that, in spite of the cost
pressures, the profitability is still satisfactory,
because the production has stayed at about the
same level as earlier. Towards the end of the
year, in particular, the profitability was weak-
ened by the increase in the fodder prices by 8 %
from the level of the previous year. This was in
the first place caused by the increase in the price
of protein ( the price of soybeans has been high
due to the poor crop in the USA), but the price of
cereals also rose towards the end of 1996.

According to the bookkeeping results, the
production cost of pigmeat was about FIM 10.55/
kg in 1995. The costs are clearly higher than in
Denmark (FIM 7.75/kg). Especially the prices



of fodder and piglets were a lot higher than in
Denmark. The difference are caused by the scale
of the production: in Finland the pig houses are
considerably smaller than in Central Europe.

Mutton

The price of mutton has stayed at a level that is
clearly below the EU average. Atthe annual level
the price has been as low as FIM 10/kg, when
the average price in the EU was about FIM 20/kg
in 1995. In Denmark, too, the price has been about
FIM 5/kghigherthaninFinland. The markets are
notinbalance, i.e. the demandis notlarge enough
inproportion to the supply. The slaughterhouses
are congested and slaughterings have to be
postponed, which increases the average slaugh-
ter weights.

Mutton is imported, even if there is oversup-
ply in the domestic mutton. The EU launched a
special storage programme between November4
and 22 in order to draw mutton from the market
and thus increase the price.

Eggs

There have been difficulties in egg production
for along time due to the oversupply. The output
exceeds the consumption by about 30 %. During
1996 the output decreased by about 5 %. In the
first two months the quantities entering the mar-
kets actually exceeded those of the previous
year, but after that the production gradually
dropped to alower level thanin 1995. However,
this does not seem to reflect any permanent
improvement in the market situation, because
hatching has increased by about 8 %. The pro-
duction may begin to grow again in 1997.

6. Retail prices and
consumption

6.1. Retail prices

The retail prices have already become fully
adjusted to the changes resulting from the EU

membership. The prices fell until the end of
1995, even if the most significant drop occurred
in the beginning of January, 1995. After the
middle of 1995 it is no longer possible to assess
the effects of the EU membership on the retail
prices, because the prices have since then been
influenced by the variation in the producer prices
both in Finland and in the EU. Now the retail
prices follow the producer prices (market prices).

The National Consumer Administration has
made detailed studies on prices both between
and within the different regions. According to
these, the prices fell by about 12 % as a result of
the EU membership. There is considerably vari-
ation in the food prices depending on the loca-
tion of the retail store.

The group ’foods” of the consumer price index
may also be used in examining the development
of the prices. This contains, however, products
of both domestic and foreign origin, and thus it
does not fully reflect the effect of the EU member-
ship. Finding out this would require an account
of the prices of foods coming from third coun-
tries.

The prices of the group “foods™ started to
decrease already in the latter part of 1994 as a
result of a decrease in the price of the domestic
raw material. When the decrease is monitored at
the annual level itcan be observed thatin January
1995 the price index for food decreased by
4.4 %, in February by 5.4 %, etc., reaching a
9.0 % drop in October 1995. The index was the
lowest in December 1995. Since then the prices
have been on the increase, albeit very slowly,
and at times the prices have also fallen due to
seasonal variation. By September the prices had
risen by about 1 %, but at the annual level from
1995 to 1996 the food prices fell by 2.0 %
because of the decrease in the prices that contin-
ued for almost the whole year of 1995. In 1996
the food prices were about 8 % lower than in
1994.

The decrease in the prices in the beginning of
1995 was mainly caused by the decrease in the
prices of raw materials. The market prices fell
by alittle under 50 %. Estimates on the decrease
in the prices made prior to the EU membership
varied between 10 and 12 %, partly depending
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Table 12. Retail prices of some products in
December 1994-1996, FIM/kg (milk and cream
FIM/l) and the change X11/95-X11/96, %.

1994 1995 1996 Change
X1 X1 X %

Milk RS PIE O E S s 0 S |
Cream 487 471 471 0
Butter 14.88 12.12 12.85 6
Cheese 49.54 4696 47.12 0
Margarine T937 2654 618 -6
Pigmeat 42.87 3272 33.00 |
Beef 56.14 4491 4238 -6
Broiler 2347 19.14 1728 -10
Eggs 1648 9.75 10.86 11
Wheat flour 10:26= 6865 702 5
Rye bread 16.57 1499 1476 -2

French bread 14.63 1227 11.73 -4

Source: The Central Statistical Office, Consumer
price statistics.

on the choice of the products included in the
estimate. The decrease was greater in the case of
the retail prices of purely domestic products
than in the prices of all products included in the
group “foods”, because the prices of certain
imported foods rose due to e.g. the increase in
the value added tax and duties.

Development of margins

The pre-integration assessment of the changes
in the prices was based on the assumption that
there would be no changes in the margins ex-
pressed in FIM. According to calculations, no
very significant changes have occurred in the
margins, butthere is variation between the prod-
uct groups. Margins were calculated at the an-
nual level from 1994 ull 1995, which does not
provide a fully accurate picture of the changes in
the prices, because the prices fell throughout the
year 1995, and some decrease occurred already
in 1994. The prices seem to have become fully
adjusted only in the latter part of 1995, and after
that the changes in the prices have been caused
by other factors, not the integration.
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According to calculations made at the Agri-
cultural Economics Research Institute, the aver-
age increase in the margins of dairy products
was 8 %. The values of the fat and protein in
milk were changed (fatis now 32 % cheaper and
protein 27 % more expensive), which was re-
flected in the price formation of different dairy
products. As the value added taxation was
changed so that the products that used to be
almost free of tax now contain the same 17 % of
value added tax, independent of the product, the
average prices of dairy products are only a little
lower than prior to the EU membership, despite
the decrease in the market price of milk. The
prices of cheese and butter decreased, but the
price of milk is atabout the same level as earlier.

Meat prices have fallen considerably from
1994. The decrease has been the greatest in the
case of pigmeat. In March 1996 the consumer
price of pigmeat was 28 % lower thanin Septem-
ber 1994. This has mainly been caused by the
decrease in the market price of pigmeat, but it
should be noted that the margins have also
decreased considerably, by 7-14 % depending
on the part of the carcass. The EU membership
broughtalong significant changes in the pricing,
but the prices of all valuable parts have de-
creased by about the same 23 %.

The decrease in the consumer prices of beef
has not been as great as in the case of pigmeat,
12-15 % for whole meat and 20 % for ground
beef. The margins fell by 3-4 %. but those of
ground beef fell by as much as 12 %. The
consumer prices decreased more than had been
expected (by about 7 %) because of the decrease
in the margins. The decrease in the beef prices
continued throughout the year, and by the first
quarter of 1996 the prices of whole meats had
fallen by 25-26 % and the price of ground beef
by 30 %.

The consumer prices of eggs fell by as much
as 45 % from 1994 (FIM 17.09/kg) until 1995
(FIM 9.35/kg). The market price fell from FIM
11 to FIM 3.29/kg, and the margins decreased as
well (from FIM 6.46 to 4.70/kg). The oversup-
ply forced the prices to a level that was lower
than the price level within the EU (about
FIM 5.50/kg) would have required. Eggs had to



be exported, but due to the transportation and
marketing costs the prices remained very low,
which deteriorated the profitability of packag-
ing companies and made it necessary to lower
the producer prices more than had been ex-
pected. During 1996 both the retail price and
market price have risen by about FIM 1/kg.

The prices of flour and bread have followed
quite closely the decrease in the prices of the raw
material and the level of the value added tax. The
margins have stayed at about the same level as
earlier, with a slight increase or decrease in
certain sectors.

At this stage it is still impossible to estimate
the development of the margins in 1996. The
wages rose considerably in 1996, and this has
influenced the margins of trade. No significant
changes have occurred in other cost factors, and
there was hardly any inflation,

One reason for the price variation is the in-
crease in the demand. The disposable income of
consumers has increased considerably, which
has been reflected in the demand for food, even
if the effect of incomes on food usually remains
relatively small.

Prices in 1996

Retail prices are dependent on the producer
prices, margins of the processing and trade, as
well as the overall market situation. During
1996 some increase occurred in the producer
prices, especially for the part of cereals as well
as pigmeat. It seems that during the first months
in the EU the slaughterhouses and dairies were
very cautious, fearing that the imports might
increase, and the producer prices were pushed at
a lower level than would have been necessary.

Even if the agricultural policy of the EU
reduces the price variation or even isolates the
prices in the single market completely from the
variation in the world market prices, the in-
crease in the world market prices for cereals,
which continued in the early part of 1996, re-
sulted in a considerable increase in the EU
prices, 0o.

The consumer prices of food in Finland are
close to the average level of the EU, about the

same as in Germany. In Finland the value added
tax on food is one of the highestin the EU, which
should be kept in mind when making price
comparisons. Variations in the exchange rates
make itdifficultto prepare any accurate compari-
sons. Finnish markka has been quite stable for
the past two years, but it also varies by a few
percentage units within a year, and thus the
timing of the comparison influences the prices by
a few percentage points.

6.2. Consumption

The disposable income of consumers rose by
about 7 % during 1996, and this has been re-
flected especially in the consumption of prod-
ucts witha high income elasticity. These include,
among others, cheese and valuable parts of the
carcass. Inotherrespects the effectof incomes is
small, and the consumption is rather determined
by other factors, like advertising and health
considerations.

Compared with 1995, no significant changes
occurred in the consumption last year. In 1995
the retail prices of many products fell consider-
ably, but last year the prices changed very little.

Table 13. Consumption of dairy products and
margarine/capita in 1987-1996.

Liquid Butter Cheese Marga- Butter
milk rine  mixes!
litres kg kg kg kg

b R e SR L ol 2.2
1988 0218 70 113 73 2.1
1989 20t 7 63 e et 2.1
1990 = 2160 535 12 1o 2:2
1991 7 2090 62 128 Y 2.6
1992 2080 56 131 (86 2.8
1998 22053 5.5 [y a 29
1994 2011 54 135 82 2.8
1995 196500 148 83 2.6
1996° 196 47 156 84 2.1

Ubutter-vegetable oil mixes
Source: The Yearbook of Farm Statistics 1996 and
ETT.
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Table 14. Consumption of meat and eggs in
1987-1996, kg/capita’).

Beef  Pigmeat Poultry Eggs
and veal meat

1987 20.9 32.6 52 11.8

1988 20.9 327 5.6 11.6
1989 20.5 310 6.2 11.1
1990 21.8 33.0 6.8 141
1991 21.3 329 1.2 10.7
1992 211 32:6 7.4 11.0
1993 18.9 30.8 7.3 10.7
1994 19.0 29:9 7.8 10.4
1995 19.4 333 8.7 11.8

1996° 18.7 33.1 9.7 10.8

DSince 1990 the consumption figures for meat are
about 3% higher than earlier as the hot weight reduc-
tion was abolished. A 2 % reduction is again made
from July, 1995.

Source: The Yearbook of Farm Statistics 1996 and
Bl

The consumption structure of dairy products
follows the earlier trends quite closely. The
consumption of milk is decreasing whereas that
of dairy products is on the increase. The con-
sumption of liquid dairy products decreased
again by a few litres per capita. In addition, the
trend is towards low-fat products. The con-
sumption of fat-free milk increases and the
consumption of milk with a higher fat content
and, in particular, that of whole milk is on the
decrease. Instead, the consumption of cream has
increased slightly, and that of yoghurt and sour
milk has stayed at about the same level for some
time. Finnish consumers have become used to
the foreign products, and these no longer lead to
an increase in the consumption.

The consumption of butter has decreased
slightly. Cheese consumption continues to grow
quite strongly, andin 1996 the increase was 5 %.

In 1995 the consumption of eggs grew by
about 13 % because of the dramatic decrease in
the consumer prices. In 1996, however, the
consumption decreased to the level of 11 kg/
capita, on which it had stayed for a long time.
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The growth in the meat consumption shifts to
poultry meat, in the case of which the increase
was 13 % from 1995. However, the consump-
tion of poultry meat is still as low as 10 kg/
capita, and thus, inquantitative terms, the growth
was only 1.3 kg/capita. The consumption of
pigmeat grew by about 1 %, but that of beef fell
slightly. Thus the total meat consumption rose
by about 2 kg/capita, i.e. a little under 1 %. The
consumption of broiler is expected to continue
to grow in the future, but that of other meats
seems to have become established at the present
levels. Health considerations do not favour any
increase in meat consumption, either.

Functional food were the specialty of the year
1996.These are products that may not be adver-
tised to cure any illnesses, but they can be said to
maintain a good health, and they include e.g. the
new margarine Benecol that lowers the choles-
terol.

Compared with other countries the consump-
tion of meat and eggs is quite low in Finland.
Consumer habits have become established over
a long period of time, and they do not change
very rapidly. Instead of meat Finns eat fish and
drink milk. As a result, the share of animal
protein in the consumption is at about the same
level as in other industrialized countries on the
average. Measured as energy the total per capita
consumption is low in Finland (2,800 kcal or

11.7 MJ).

7. Foreign trade

7.1. Change in the structure of trade

Very significant changes occurred in Finnish
foreign trade as a result of the accession into the
EU. The single market of the EU abolished all
border controls between Finland and the other
member states. Exports are free within the sin-
gle market, and there are no restrictions on
imports, either. The quantities of foreign prod-
ucts imported and bought in Finland are deter-
mined by the prices and consumer preferences.

Prior to the EU membership the agricultural
producers feared that the imports would in-



crease dramatically. Tosome extent this has also
happened. but the increase in imports is not yet
tooalarming. Besides, the increase has not caused
any major disturbances because the consump-
tion has grown as a result of the decrease in the
prices, and thus the domestic producers have not
had difficulties in marketing their products. The
Accession Treaty provides the possibility to
take special measures if the imports threaten to
grow too much, but so far this has not been
necessary.

The imports of processed products between
the EU and Finland were liberalized already in
1993, after which these could be imported freely,
except that the difference in the price of the raw
material was balanced by means of an import
levy. Thus the prices of imports were brought to
about the same level as that of foods produced in
Finland. However, this arrangement had no sig-
nificant impact on imports, and it was only the
full EU membership that made free trade on raw
materials possible. Certain products, e.g. cheese,
were excluded from this agreement.

As a result of the EU membership the trade
shifted to the single market of the EU, but at the
same time efforts have been made in Finland to
maintain the markets in Russia and the Baltic
States, especially Estonia. The eastern trade has,
however, become more difficult due to the im-

port protection practiced by Russia. It is very
difficult for exporters to follow the changes in
the Russian trade policy. In 1996 Finnish exports
to Russia increased by about a third from the
previous year, and the development of the food
exports has also been quite good.

The trade between Finland and Estonia is also
very important, but is difficult to estimate be-
cause of the extensive tourism. Finns buy a lot of
foodstuffs from Estonia or from the ships travel-
ling between the two countries. In Estonia there
is no protection against imports, and thus the
food prices are determined according to the
world market prices. It is obvious that the prices
in Estonia are alot lower than in Finland, and this
attracts Finnish tourists to buy foodstuffs there.

7.2. Foreign trade in 1995 and 1996

The compilation of statistics on foreign trade has
become more difficult because the trade is now
practiced on the single market and the statistics
on trade are completed later than earlier. For the
part of 1996 the statistics extend only about
halfway through the year, and thus it is not
possible to make any firm conclusions on for-
eign trade. In the following the development of
trade has been examined mainly for the part of
the first year in the EU, 1995.

Table 15. Exports and imports of agricultural products in 1986-1995, FIM mill.

Imports
Exports Imports Coffee, Fruits Beverages
total total tea and spices and tobacco
1986 2,256.3 35,7132 1,376.9 855.2 405.0
1987 2,074.7 5,798.1 990.9 978.7 401.7
1988 1,815.8 5,705.2 787.6 9154 372.6
1989 2,098.5 6,111.3 825.5 942.1 4943
1990 2,508.7 5,613.9 562.5 963.3 537.8
1991 2,375.1 5,794.5 562.1 1,016.4 561.4
1992 2.796.1 6,488.4 526.2 11327 613.9
1993 4,298.8 7,545.3 814.1 1,239.1 717.5
1994 5,366.6 9,067.2 1,289.2 1,645.8 728.9
1995 4,246.0 8,000.5 782.6 964.5 839.4

Source: Official statistics of Finland, Foreign trade.Year 1995: Statistical Yearbook of Finland.
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Table 16. Exports of some agricultural products in 1986-1995, mill.kg.

Butter Cheese Milk Pig- Beef Eggs Cereals
powder meat

1986 14.9 345 33.9 10.2 213 25:1 664.3
1987 21:3 34.4 317 17.3 22.0 21.6 2949
1988 19.2 325 18.4 9.2 10.5 18.6 25.0
1989 20.3 26.3 8.0 14.0 55 19.1 3348
1990 359 28.9 25.9 2207 10.0 204 513.6
1991 22.7 27.8 16.5 14.5 18.5 12.9 1,113.8
1992 1i7:3 249 7.8 13.4 16.2 119 717.8
1993 16.6 249 3.3 15.0 14.7 15:1 762.2
1994 22.6 27.0 2.8 20.5 12.4 18.3 991.2
1995 18.3 29:5 3.7 5.2 39 13.8 384.9

Source: Monthly Reviews of Agricultural Statistics.

Foreign trade on dairy products grew espe-
cially for the part of cheese and yoghurt. In the
case of cheese Finland had already prior to the
membership a special agreement with the EU in
force, which allowed considerable exports to
the EU, and gradually Finland has also started to
approve imports of special cheeses within the
limits determined by quotas. Cheese imports
have increased slightly, but notin a very signifi-
cantway. Finns seem to favour domestic cheeses.
However, cheese exports donot grow very much,
either, because milk production is on the de-
crease, and the raw material supply is going to
impose restrictions on cheese production. In
addition, the domestic consumption also in-
creases, and thus the exports cannot grow very
much.

The imports of yoghurt have increased con-
siderably. These come mainly from Sweden, and
they started before the EU membership. Danish
and French yoghurt has also been imported to
Finland. The annual yoghurt consumption is
about 16 litres/capita, which means that the sig-
nificance of these is relatively small. but they
have attracted a lot of attention due to advertis-

ing.

Usually Finland has been a net exporter of

meat, and there used to be very little imports.
Prior to the EU membership meat was imported
only in few years when the production fell

28

below the self-sufficiency level for a short time,
which led to a shortage of especially the more
valuable parts of the carcass.

The situation changed in 1995, and the meat
imports grew considerably. The consumption of
pigmeat increased as the price dropped, and the
domestic production was not able to meet the
demand. This made it possible to import pigmeat,
and the domestic competition of the markets
also led to imports because all meat processing
companies could not get enough meat from the
domestic market. At the same time meat was

Table 17. Exports and imports of some products
in 1995 and 1996, mill. kg.

Exports Imports
1995 1996 1995 1996

Beef! 44 6.7 B0
Pigmeat") 8.9 14.6 1 S
Poultry meat” 0.0 0.0 20 18
Eggs 138 1249 o002
Butter 1894 21:02 08 082
Cheese o509 64 1 12
Cereals 384.9 299.7% 196.0 205.6%

NCarcass weight *estimate * January-October.
Source: ETT, Trade Statistics.



also exported, but for the part of pigmeat Fin-
land was a net importer.

Poultry meat was imported in 1995, too. The
consumption increased rapidly as the prices fell.
Broiler producers were not able to meet the de-
mand, even if in general this field has been
capable of restoring the market balance quite
well. In 1996 imports have decreased because
the domestic production has grown and become
better able to satisfy the demand.

Cereal production exceeds clearly the domes-
tic demand. Barley and oats have been exported
every year, exceptinacouple of years when there
was a bad crop failure, which led to a shortage of
fodder cereals. The cultivation of bread cereals
has varied mainly due to the weather conditions,
and thus imports have been needed at times.
Special wheat has to be imported e.g. as raw
material for pasta industry. The area under rye
has varied because of the weather conditions as
well as due to the active measures of the state.
The foreign trade on bread cereals depends on
the variation in the supply, and no forecasts can
be made.

In 1995 the foreign trade on cereals decreased
considerably from the previous years, inde-
pendent of the quantities produced. It seems that
farmers stored more cereals on the farms than
earlier. This may have been caused by the sea-
sonal variation in the prices, because the interest
received through this is higher than in the regu-
lar money market. It is more profitable to sell
cereals in spring.

Cereal exports increased in 1996. The stocks
may be full, and the crop was also larger than in
199s.

In the exports to other than EU countries, the
cheese exports to the USA stayed at the same
level as earlier, but e.g. the export of oats to the
USA has stopped completely.

Imports consist mainly of vegetables, fruits,
coffee, and tobacco. The share of these is about
half of the imports, and the value of these imports
has increased as a result of the increase in both
the quantities and the prices. No major changes
can be observed in vegetable imports, which
means that the domestic producers of tomatoes
and cucumbers have been able to keep the mar-

ket shares. The most notable change is that now
these products can be imported throughout the
year, and the early production is not as profitable
as earlier. The Finns can no longer enjoy having
fresh strawberries only after midsummer, and the
seasonal variation is not reflected on the vegeta-
ble counters as clearly as it used to be.

The values of exports and imports have in-
creased because the trade is now practiced mainly
on the internal market of the Union, where the
price level is higher than earlier, when the world
market prices were applied. The foreign trade on
agricultural products shows a considerable defi-
cit despite the fact that for the part of the basic
products the self-sufficiency is over 100 %. The
deficit is caused by the tropical products.

Intervention activity has not been very sig-
nificant in Finland. Cereals and livestock prod-
ucts have been exported directly on the single
market at the market price or to third countries
by means of aid from the EU. In the early part of
the year the world market prices of cereals were
high, which made exporting easier. The world
market prices of other agricultural products have
also been satisfactory, and the trade has func-
tioned quite well.

8. Income trends in
agriculture

8.1. Sources of income

The average taxable income of farm families
was FIM 153 000 in 1994 (Table 18). This in-
formation is based on the income and tax statis-
tics, the basic sample of which included 120,862
farms owned by natural persons in 1994. The
average arable land area of these farms was
18.6 ha and the forest area 40.0 ha.

The average calculation distorts the picture of
income formation to some extent. On factor
causing this are pensions. Over 12 % of the
farms included in the statistics are owned by
farmers who are over 65 years old.

Forestry incomes are based on taxation, i.e.
they do not correspond to the real incomes. On
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Table 18. The taxable income of farmer and
spouse according to source of income in state
taxation in 1994.

Income
FIM/farm %
Agriculture 52.873 34.6
Forestry 10,706 7.0
Wages 41,478 27.1
Other 22,882 15.0
Transfers 24,758 16.2
Total 152,697 100.0

Source: Income and tax statistics of agriculture and
forestry 1994.

many farms wages and salaries are an important
source of income. One of the spouses may work
full-time outside the farm, but it is also possible
for both to have wage incomes.

Income comparisons between agriculture and
the other sectors are interesting, but they are
difficult to make because farmers have incomes
from various sources. Members of a farm family
may also participate in farm work part-time,
which makes it almost impossible to distribute
the income from the farm among the family
members. One possible solution is to choose
farmers who earn their livelihood mainly from
agriculture for the comparison. Farmers and
spouses whose income from agriculture and
forestry accounts for over 75 % of all incomes
are considered full-time farmers. In 1993 the
number of these farms was about 34,500. On
these farms farm income was FIM 64,500/per-
son. In the same year the wage income of a
skilled industrial worker was FIM 106,100.

8.2. Farm income in 1996

The Agricultural Economics Research Institute
has monitored the development of farmers’ in-
comes in each calendar year on the basis of
money flows. Changes in the stocks have not
been taken into account, because the compila-
tion of statistics on these is very difficult. This
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concerns both the final products and the produc-
tion inputs.

Instead, in the national accountancy the pro-
duction and use of inputs are calculated accord-
ing to the time of occurrence. Consequently, the
cash flow principle and the national accountancy
produce somewhat different figures, but in the
long run the income development must be the
same.

According to a preliminary estimate, the farm
income calculated at the Agricultural Economics
Research Institute was FIM 6.6 bill. in 1996.
This is FIM 0.5 bill. lower than in 1995. The aid
decreased by about FIM 1.0 bill., but the income
in market prices rose by about FIM 0.5 bill.

No major changes occurred in the production
activity. Livestock production was continued at
about the same extent as earlier (the decrease
was only about 1 %). The quantities of cereals
entering the market grew considerable from the
previous year. This was caused by the larger
crop as well as the discharging of the earlier
stocks.

The use of inputs decreased by about 3 %. The
change results from various small items. Ferti-
lizer purchases per calendar year were at about
the same level as earlier, but the purchases of
fodder decreased by 3 %. Interest costs fell by
about FIM 170 mill. as aresult of the decrease in
the loan portfolio and in the interest rates. Some
decrease occurred in the depreciations on ma-
chinery and buildings, which is to be considered
natural as the investment activity has been very
slow in the past few years. The total reduction in
the costs was about FIM 400 mill.

Even if the farm income fell by about 7 %, the
incomes per farm stayed at about the same level
asearlier, which can be deduced from the fact that
decrease in the number of active farms contin-
ued by about the same percentage share as
incomes.

The decrease in agricultural income was as
expected. The amount of aid decreases every
year, except that about FIM 1.7 bill was trans-
ferred from 1995 to be paid in 1996, and about
FIM 1.3 bill. of aid was transferred to 1997. The
returns and costs calculated at the market prices
have not changed very much. The production



Table 19. Development of farm income in 1986-1996, FIM mill. and as an index.

Gross Total Farm Index

return costs income
1986 23.273.4 15,626.0 7,647.4 100.0
1987 22,486.1 16,291.7 6.194.4 81.0
1988 24,027.5 16,469.2 7.558.3 98.8
1989 25,830.1 17,780.6 8,049.5 105.3
1990 2157255 18,168.0 93575 122.4
1991 25,756.8 17,785.7 7,971.0 104.2
1992 24.989.9 17,460.5 7,529.4 98.5
1993 23,383.5 17,417.5 5,965.7 78.0
1994 24,229.6 16,435.6 7,794.0 101.9
1995 21,090.0 14,049.9 7,040.1 92.1
1996° 20,209.8 13,640.9 6,568.9 85.9

continues at about the same level as earlier, and
no major changes have occurred in the use of
inputs, either. The situation is likely to remain
about the same in the next couple of years. As
the price level is stable, the changes in incomes
depend on the changes in the amount of aid. In
1997 this will be FIM 500 mill. smaller than in
1996. The payments of aid will continue to be
transferred to the following years, which con-
fuses the income calculations, but gradually
these should become established at a certain
level.

8.3. Taxation

Farmers pay income taxes according to their real
income. For this purpose, each farmer keeps
simple accounts, including the sales income and
the expenditure on production inputs. All forms
of direct aid (including those from the EU) are
taxable income. Depreciations are made on capi-
tal assets like machinery and buildings. The
difference between the income and expenditure
is taxable income, and taxation is carried out
according to the same provisions and tax tables
as in the case of other income earners.

The depreciations on machinery and imple-
ments can be the maximum of 25 % and those on
production buildings the maximum of 10 % of
the expenditure balance.

The value of own products used on the farm is
not counted as taxable income. An attempt is
made to separate the private household com-
pletely from production. Especially the use of
energy is problematic in this respect: oil and
electricity are bought for both household use
and production. Tax authorities have special
instructions in order to be able to take this into
account. The division of the interest on loans
between production and the household is also
problematic.

Finnish taxpayers pay both state and munici-
pal taxes. In the municipal tax the percentage is
the same for everybody (15-20 %), but the state
tax is progressive.

Tax deductions can be made on various
grounds, and the income actually taxed may be
considerably smaller than the taxable income. In
1994 the average taxable income of a farmer and
spouse (earned income and capital income) in the
state taxation was FIM 152,425, and the tax on
this was about 27.2 %.

The tax on capital income is 28 %. Capital
incomes are e.g. interest on deposits, income
from dividends, sales profits, rent income, in-
come from timber sales, as well as part of the
pure farm income.

Because farmers invest their own capital in
agriculture, the taxable income from agriculture
must be divided into wage income and capital
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income. This is very difficult, and thus, after the
tax reform of 1993 the capital income in agricul-
ture is calculated schematically so that half of
the debts are first deducted from the taxable
assets, which results in net assets. Until
1997 50 % of the long-term debt liable to inter-
est, but no more than FIM 500,000, can be left
out when calculating the net assets. This makes
it possible to adjust the proportional shares of
the earned income and capital income for taxa-
tion purposes. The capital income in agriculture
is 15 % of the net assets. In 1997 the percentage
will rise to 18 %.

The tax on capital income is 28 %. When the
capital income is deducted from the pure taxable
income, we arrive atearned income, and the tax on
this is paid as in the case of earned income in
general. The marginal tax on earned income is
often close to 50 %, and thus the division into
capital and earned income is very significant in
terms of the total amount of taxes paid.

Each person is taxed separately, and this con-
cerns farmers and spouses and other family mem-
bers working on the farm as well. The taxable pure
income of the whole farm must be divided
between the farmer and spouse, and this is done
on the basis of the labour input and ownership.
If both work mainly on the farm which is in joint
ownership, the taxable pure income is divided
equally between the spouses.

Farmers may also have other capital incomes,
and the tax on these is the regular 28 %.

The taxation of forestry was also revised atthe
beginning of 1993. The owner may choose
between the direct taxation of sales income and
the earlier taxation based on the area. The tran-
sition period is 13 years, and after this the
taxation will be based on sales income, which is
regarded as capital income.

There is a separate progressive tax on prop-
erty (the maximum of a little under 0.9 % of the
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value of the property). Unlike in other forms of
entrepreneurial activity, the property used in the
production (except for animals and stocks) is
liable to taxation. In practice only large farms
pay property tax because the value of farms used
in the taxation is clearly below their real value.

8.4. Value added tax

Finland shifted to the value added tax system in
the beginning of June, 1994. The overall tax rate
was 22 % of the tax-free price. However, there
are many exceptions to this.

Agriculture shifted to the new tax system in
the beginning of 1995. At first the tax rate is
17 %, but it will be lowered to 12 % in the
beginning of 1998. All farmers are obliged to
pay value added tax. If the sales according to the
Acton the Value Added Tax without the sales of
capital assets (e.g. machinery) remains under
FIM 50,000 a year, the farmer is exempt from
the value added tax.

The buyer of agricultural products and timber
pays the value added tax to the farmer, and the
farmer transfers this to the state. However, the

. farmer may deduct the value added tax he pays

in the production inputs from this. The pay-
ments are made once a year by the end of
February in connection with income taxation. If
the value added tax the farmer has paid exceeds
the tax he has received, the state refunds the
difference in April-May.

During the transitional period, farmers have
the right to make deductions for the part of
investments purchased after July 1, 1994. In
addition, a so-called primary stocks deduction
can be made for current assets purchased after
October 1, 1991 (e.g. pesticides, fodder pre-
servatives, fuel and lubricants, but not fertilizers
and fodder).
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AGRICULTURALPOLICY

9. Systems of aid

Finnish agricultural policy is based on the com-
mon agricultural policy of the EU (CAP). The
actual decisions are made by the Community,
and Finland has to adjustits own measures to the
CAP. In the Accession Treaty, however, refer-
ence is made to certain forms of national aid that
are applied in Finland only.

The most important means of the agricultural
policy of the EU are border controls and agricul-
tural aid paid from the budget, which at first was
mainly investment aid, but gradually the signifi-
cance of direct income aid has in-
creased. Direct income aid proper

LFA aid from the national funds. Environmen-
tal aid is generally applied in the EU as well. but
in Finland it is more extensive than in the other
EU countries. The EU pays half of it, and in
practice environmental aid covers the whole
agriculture.

Transitional aid is intended to compensate for
e.g. costs resulting from the decrease in the
value of stocks as a result of the decrease in the
price level (in 1995) and other adjustment costs
due to the EU membership. These were agreed
onin the Accession Treaty, and the EU pays part
of them.

was introduced as a result of the FIM bill.
GATT negotiations. The need to
bring the price level closer to the
world market prices had been em- ‘
phasized for a long time. Too high __|_—1_-—'—~—|——
prices were considered to lead to Tansitional did + vatonal aid
overproduction, which had to be ex- 6.9 i 39 36 33 31
ported by means of public aid.
There are various forms of aid in Environmental aid 1.6
Finland. The most important ones >
are CAP aid (crops. sé)t-asidc. ani- ruisbesitni
mals), LFA aid (aid for less favoured CAP aid 1.6
areas)environmental aid, transitional
aid, and national aid. The Finnish
system of aid is illustrated in Figure MARKET PRICES
1.
The LFA and CAP aids are regular
forms of aid used in the EU, which all ; , : : :
Farmers eligible for them may apply 1995 ' 1996 ' 1997 I 1008 I 1999 I 2000

for according to the stipulations of
the EU. Finland has to pay part of the

Figure 11. Agricultural aid in 1995-2000.
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The northern aid, special national aid for
serious difficulties, and transitional aid form an
extensive aid package, in which, according to
the Accession Treaty, the northern aid is long-
term aid. There is an agreement on the special
national aid for serious difficulties until 2001,
but this will be negotiated on again in 1999.

The CAP, LFA, and environmental aids are
permanent, and the amounts are dependent on
the annual cultivated areas and environmental
contracts made. The amounts of 1995 are pre-
sented in the figure, but these do not differ very
much from those of 1996. The data on these will
become available during 1997.

According to the decisions currently in force,
from 2000 there will be FIM 3.1 bill. of national
aid available. The payment of the northern aid
will continue, and it is likely that the special
national aid for serious difficulties in areas A
and B will continue as well.

There are some earlier forms of national aid
still in force because of long-term production
restriction and investments contracts. These will
come to an end in a few years.

9.1. CAP aid

Aid for arable crops

The aid for arable crops is part of the CAP
reform, which aims atbringing the market prices
closer to the world market prices. In 1992 a
decision was made to lower the market prices
for cereals gradually in the following three years
and to compensate for the income loss by means
of aid per hectare based on the arable land area.
As a result of this so-called CAP reform
(MacSharry reform) in the crop year 1996/97
the intervention price of cereals was about 119
ecus/ton (FIM 0.72/kg).
Aid for arable crops based on the area is paid
for:
— cereals (rye, wheat, barley, oats, rye-wheat,
mixed cereals, maize, and buckwheat)
— oil-seed plants (turnip rape, rape, sunflower)
— protein crops (peas, broad beans, sweet lupin)
— oil flax
— set-aside.
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Arable land area that was under cultivation in
1991 is eligible for aid. The minimum area is
0.30 ha. This aid that is paid in full by the EU is
subject to no requirements related to the resi-
dence or age of farmers. The aid is paid within
either the general or the simplified system.

a) Within the general scheme the aid is paid
for as large an area as the farmer wishes. It
involves a set-aside obligation, which was 10 %
in 1996. In 1997 the mandatory share of set-
aside area is 5 %. The set-aside area may not
exceed the area eligible for the aid for arable
Crops.

The aid is determined on the basis of the
regional average yield, and itis 54 ecus/ton. The
average yields are: area A 3,400 kg/ha, areas B
and C12,800 kg/ha,and areas C2 - C4 2,300 kg/
ha. Aid for the different production areas are
calculated on the basis of these basic data (see
map on page 38).

b) In the simplified scheme the possibility for
set-aside has been excluded and the aid is the
same for all arable crops (the same as the aid for
cereals in the general scheme). This suits small
farms for which the mandatory set-aside does
not apply and which cultivate mainly cereals.
The maximum farm size in the different areas
without the mandatory set-aside are: area A
27.05 ha, areas B and C1 32.85 ha, and areas
C2 - C4 40.0 ha.

Farms producing less than 92 tons are exempt
from mandatory set-aside.

The total CAP reform aid area granted to
Finland is 1.6 mill. ha. In 1996 the cereal pro-
duction area was 1,078,500 ha and the area
under oil-seed plants 61,700 ha. The area under
set-aside was 179,300 ha. About 280,000 ha of
the area eligible for the CAP reform aid re-
mained unused.

Aid for livestock in the CAP

In connection with the CAP reform the market
prices of livestock products were lowered
slightly, because the fodder cost decreased as a
result of the reduction of cereal prices. How-
ever, at the same time livestock premiums cor-
responding to the compensation for the reduc-



tion in cereal prices were agreed on for suckler
cows, bulls, and ewes.

a) The suckler cow premium is about FIM
1,027/suckler cow. If there are fewer than 1.4
suckler cows/ha of fodder, an additional pre-
mium for extensive production of FIM 213/
suckler cow is paid. The farm must keep the
animals for at least 6 months after filing the
application.

b) In 1996 the special beef premium was about
FIM 639/head, and it is paid twice in the bull’s
lifetime. The aid may be applied for the firsttime
when the bull is at least 8 months, but no more
than 20 months old, and for the second time
when the bull is at least 21 months old. The
premium is paid for the maximum of 90 heads a
year. The additional premium for extensive pro-
duction is FIM 213/year/head. The animals must
be kept for at least 2 months after filing the
application.

In 1997 the aid is paid only once during the
animal’s lifetime. In 1996 the EU paid addi-
tional aid to beef producers due to the market
disturbances caused by the BSE disease. The
share of Finland was 57 mill. kg.

c) The ewe premium is FIM 102/head. In the
area eligible for the LFA aid there is an addi-
tional premium of about FIM 40/head.

The limit for extensive production is 1.4 live-
stock units per hectare of fodder (cows and bulls
of over2years = 1 LU, bull of 6-24 months = 0.6
LU, and ewe = 0.15 LU). The number of ani-
mals for which the aid is applied may notexceed
2.0 LU/ha (in 1996). Livestock density always
includes dairy cows, as well as suckler cows,
bulls, and ewes. ’

In 1996 some changes were made to the limits
for extensive production (see p. 22).

9.2. LFA aid, i.e. aid for natural
disadvantage

The aid for natural disadvantage, i.e. LFA aid
(aid forless favoured areas) is intended to secure
the continuation of agricultural industries and
preserving the population of the countryside in
the less favoured areas. This was included in the
CAP when the United Kingdom joined the EC.

According to the Accession Treaty, 85 % of the
arable land area in Finland is covered by the
LFA aid, and itis paid on the basis of the highest
criterion, i.e. the mountain aid. No LFA aid is
paid in area A.

Farmers eligible for this aid must live within
12 kilometres from the economic centre of the
farm, they must be under 65 years old, and they
must commit themselves to cultivating at least 3
hectares of arable land for at least five years
from the date of the first payment of the compen-
sation. The compensation is paid to arable land
that is cultivated regularly.

In the case of livestock farms the aid is paid on
the basis of livestock units and arable land area
and on other farms on the basis of the arable land
area, and it is 180 ecus, i.e. FIM 1,048 per unit.
Itisnot paid to wheat area, apple farms with over
0.5 ha, or the fodder area of animals eligible for
the LFA aid.

In 1996 the number of LFA units was larger
than the EU Commission had approved for
Finland, the aid had to be cut. In area 6 the aid
was FIM 990/unit and in other LFA areas FIM
950/unit.

The aid to livestock farms is calculated by
multiplying the livestock units and the total area
under fodder cereals separately by 180 ecus, and
choosing the smaller one of these figures. In the
case of other area the aid is calculated by muliti-
plying this by 180 ecus. When aid is applied for
on the basis of both animals and hectares, the
LFA compensation for the livestock units is
calculated first, and after this the LFA compen-
sation for arable land not included in the fodder
area is calculated. The total of these forms the
LFA aid of livestock farms. In the case of crop
producing farms the aid is calculated by multi-
plying the arable land area (excluding area un-
der wheat) by 180 ecus.

Animals must be kept for at least two months
from the date of filing the application. If the
commitment is canceled within two years from
the date it was issued, the aid paid so far may be
recovered. Cultivation contract lapses if the
farmer shifts to the aid for giving up production
or becomes 65 years old, but in these cases the
aid is not recovered.
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9.3. Environmental aid

According to the Accession Treaty, the EU pays
annually 135 mill. ecus environmental aid to
Finland. In addition to this, Finland must use at
least the same amount of national environmen-
tal aid, and thus there is altogether a little under
FIM 1.6 bill. available for environmental aid.
The aid is focused on Southern Finland, in
particular, where the production is more inten-
sive and the environmental problems are greater
than in other parts of the country.

The environmental aid is part of the total aid
package of agriculture. By means of this an
attempt is made to reach environmental objec-
tives as well as to secure farmers’ income level.
The aid is mainly paid on the basis of hectares to
farmers who commit themselves to measures
that reduce the environmental load from agri-
culture. Farmers have to prepare a farm environ-
mental management programme, which restricts
e.g. the use of fertilizers and pesticides (see
Chapter 13).

9.4. National and transitional aid

The national aid package is an essential part of
the adjustment of agriculture to the EU. It was
decided on in connection with the membership
negotiations, together with the criteria to be
applied for determining the level and regional
distribution of the aid. The production may not
be increased by means of the aid, and the amount
of aid may not exceed the level of aid prior to the
EU membership. The aid may be paid partly as
additional prices as well as on the basis of the
number of hectares and animals. It is differenti-
ated by region and degressive.

The aid package is based on securing the
preconditions for domestic agricultural and hor-
ticultural production. It is obvious that the aid
may not exceed the constraints imposed by the
state economy.

When the Accession Treaty was made, the
amount of national aid agreed on was altogether
FIM 3.8 bill. a year. However, starting from
1996 the aid has been cut by FIM 750 mill., and
based on the current figures the national aid will
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be FIM 3.1 bill. in 2000.

The aid for horticultural production is paid as
storage aid, aid for horticultural products grown
in the open, which is based on the area, and aid
for greenhouse products.

Transitional aid

Finland hoped that the border controls between
Finland and the EU would be abolished gradu-
ally during a transitional period. This was be-
lieved to alleviate the adjustment process. How-
ever, the EU did not agree to this, and thus it was
to be expected that the market prices would drop
to the EU level right at the beginning of 1995.

Without any measures to alleviate the adjust-
ment, membership in the EU would have been a
very bad shock for agriculture. However, it was
decided that the adjustment would be alleviated
by means of aid for the transitional period.
Finland was granted the permission to pay na-
tional adjustment aid for five years, and the EU
made a commitment to account for part of the
transitional aid. The aid paid in 1995, 476 mill.
ecus, was very significant, even if it was not
directly allocated to agriculture. The aid for
stock compensations (FIM 2.3 bill.) accounted
for the largest share of the transitional aid in
1995.

During the transitional period 1995-1999 aid
is paid in various ways, and monitoring this is
difficult. Figure 11 illustrates the degression of
the aid. All aid of 1995-1999 exceeding the
budget frame of FIM 3.1 bill. in 2000 could be
understood as additional transitional aid, al-
though strictly speaking this is not the case,
because the aid is determined on the basis of the
number of animals and hectares.

Whether the transitional period comes to an
end in 1999 (or 2001) is open to negotiations.
According to the Accession Treaty, the northern
aid is long-term aid, which will be paid after
1999, too. The aid for Southern Finland (special
national aid for serious difficulties) will be ne-
gotiated on during 1999. It is very likely that the
payments will continue after 2001. Thus the
transitional period will continue in the next
millennium, evenifitis a matter of taste whether



this should any longer be referred to as a transi-
tional period, or whether we should talk about
long-term national aid in the whole country.

Northern aid

In the Accession Treaty Finland is granted the
right to pay national northern aid north of the
62nd parallel, i.e. areas C. The objective of
Finland was to be allowed to pay special na-
tional aid in the whole country to compensate
for the losses caused by the northern location. In
Finland the yield level is clearly below the
average of the EU, in some cases it is only half
of this, even if the same amount of production
inputs are being used (except for pesticides).

Because of the cold climate building costs are
higher in Finland than in the other EU countries,
and the long winter with a lot of snow also
causes special costs. The costs per hectare are
the same as in Central Europe, but calculated per
kilo they may be double. The profitability of
agriculture would be very weak without special
national aid.

The requirements for aid covering the whole
country were not approved, however, but the so-
called national northern aid may be paid in
Northern Finland (area C) only. The area was
determined on the basis of the regional distribu-
tion of aid applied earlier.

Special national aid for serious difficulties
in Southern Finland

The most important measure of the agricultural
policy in 1996 was the decision on the payment
of aid for serious difficulties in areas A and B,
i.e.in Southern Finland. Even if Finland was not
granted the right to pay national aid in the whole
country, additional transitional aid was paid in
1995 and 1996, which compensated for the
national aid that could not be paid in Southern
Finland.

However, the Accession Treaty included a
reservation (Article 141), according to which
Finland could negotiate on the payment of aid
from the national funds in Southern Finland
(areas A and B) if, in spite of the transitional aid,

there are factors that cause the income level to
remain below the objective.

The negotiations were conducted in the early
part of 1996. Finland was well prepared to
negotiate on the so-called serious difficulties.
There were abundant research data, which indi-
cated that the income level was falling continu-
ously as the transitional aid decreased. The
incomes of meat producers, in particular, seemed
to remain very small without any additional
national aid.

The negotiations with the Commission were
completed in summer 1996, and the final settle-
ment was presented in September. According to
the outcome of the negotiations, Finland is al-
lowed to pay national aid in areas A and B until -
2001. The settlement includes the aid for both
cereal production and animal husbandry. This
aid is not presented separately in the aid tables,
but it is paid as part of the environmental aid on
the basis of the area and the number of animals.
The aid is generally referred to as aid for serious
difficulties, even if it is in fact aid to Southern
Finland (areas A and B) that corresponds to the
Northern aid.

The settlement aroused criticism within agri-
culture because the aid for animal husbandry
was smaller than had been applied for, but the
aid granted for arable crops exceeded the objec-
tives.

Investment aid, which compensates for the
small amount of aid for animals husbandry in
areas A and B, forms an essential part of the
agreement. According to this the expansion of
pigmeat and milk production is eligible for aid,
which is 50-70 % of the amount of the invest-
ments (see Chapter 12.2.).

The continuation of the special national aid
for serious difficulties after 2001 will be nego-
tiated on in 1999.

The national aid package also includes FIM
0.15 bill. for aid for young farmers and FIM
0.41 bill. for aid for horticulture. The forms of
aid referred to above, together with the northern
aid, total FIM 3.1 bill.

The Accession Treaty and the settlement for
serious difficulties allow for a larger amount of
aid, in fact the national aid could be FIM 3.8 bill.
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The aid has been determined on the basis of
hectares and animals, and thus the total amount
depends on the number of animals and the
cultivated area.

Regional distribution of the aid

For the regional distribution of the aid Finland
has been divided into three areas, which partly
follow the earlier regional division according to
the hectarage support system (see Figure 12).
Forms of aid paid in the whole country are CAP
aid (animals, crops, set-aside), environmental
aid, and transitional aid. The northern aid and
LFA aid are paid in area C. In order to differen-
tiate this aid, area C has been further divided into
four parts. The southern border of the northern
aid is the northern border of the southern zone of
the earlier hectarage subsidies. Central Finland
forms area B, which is eligible for the LFA aid
but not to the northern aid. This has been divided
further into two regions. The third area, area A
includes the 15 % of the arable land area that
does not receive the LFA aid. This area was
determined on the basis of natural conditions.

Figure 12. Support areas.
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Using the farm models the aid in different
areas has been determined so that farmers’ in-
comes would stay at about the same level as
before, or decrease evenly in all regions and
production lines. It is impossible to prepare the
new system of aid without any changes in the
level of aid. National aid has been differentiated
by region, i.e. it increases by degrees from the
south to the north (see Appendix 7).

10. The price system of the EU

The price system of the EU consists of separate
price systems for individual products. The ob-
jective is to maintain the set producer prices.

In order to prevent too great variations in the
prices the Commission may regulate the market
by buying oversupply into stocks, by protecting
the single market against imports by means of
border protection, as well as by allowing im-
ports when the price level is too high. As deter-
mined in the GATT agreement, import levies
and otherobstacles to imports have been changed
into duties, which will be lowered by the aver-
age of 36 % in the next five years. Exports are
supported by means of export premiums, but
these have to be lowered as well on the basis of
the GATT agreement.

There used to be three prices in the price
system: target price, intervention price, and
threshold price (Figure 13). The price concepts
varied in the case of different products, but the
principles were largely the same. Target price
formed the starting point, and the producer price
had to be close to this. The so-called threshold
price was determined on the basis of the target
price, and the import levy, which could be
adjusted daily if considered necessary, was in
turn determined as the difference between the
threshold price and the world market price.

The adjustable import levies were abolished
as a result of the GATT agreement, and these
were replaced by fixed duties. These are often
divided into a percentage duty and a fixed duty
in ecus, and the latter is to be lowered by 36 %
according to the GATT agreement.
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Figure 13. The price system of the EU.

The administered threshold price was also
abolished as a result of the settlement. The
import price of a product is now in principle set
on the basis of the world market price and the
duty. However, in the case of several important
agricultural products the EU may still raise the
duties within the limits imposed by the GATT
agreement should a significant drop occur in the
world market prices.

Of the traditional price concepts, only the
intervention price has retained its significance.
In order to restore the market balance the EU
buys products into intervention stocks at the
intervention price, and the producer price may
not be lower than this. This system concerns
only certain products, like cereals, beef, and
some dairy products. The intervention stocks
are discharged either on the single market or to
third countries as exports. Exports usually re-
quire aid, which s either determined on the basis
of a bidding procedure or fixed for a longer
period of time.

The Commission may also impose an export
tax if it seems that too high a world market price
causes the price on the single market to become

too high. This was the case in the latter part of
1995, when a fixed export tax of 25 ecus/ton was
set for wheat. The objective was to avoid the
shortage of the wheat supply on the single mar-
ket. The tax was abolished in autumn 1996,
when the world market prices fell considerably
as a result of the new crop entering the market.

The price system is based on decisions on the
administered prices and aid made by the Coun-
cil of Ministers on the basis of the proposal
presented by the Commission for the coming
crop year. The market situation and the prog-
noses on its development influence the deci-
sion-making. Administered prices are usually
set for each marketing year, which is generally
from the beginning of July till the end of June.

10.1. Arrangements for different
products

The EU has special arrangements for altogether
19 products, including e.g. cereals, milk, beef,
pigmeat, mutton, and eggs. In the following, the
ones that are the most important for Finland are
presented.

Milk

Milk still has a target price, which is set for milk
with the fat content of 3.7 %. In the production
year 1995/96 it was 309.8 ecus/ton (FIM 1.82/
kg), and it will be the same in 1996/97. The price
level on the single market is regulated by means
of duties, export aid, as well as intervention
purchases of butter and milk powder and aid for
private storage.

As aresult of the GATT agreement there is no
actual threshold price, and the variable import
levies have been replaced by fixed duties. How-
ever, should a significant drop occur in the
world market prices (10 % below the so-called
trigger price), the EU may apply an additional
duty to secure the price level on the domestic
market.

Milk production is restricted by means of the
national quota. An additional levy must be paid
for the amount of milk exceeding the quota, and
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this is 15 % higher than the target price. Sur-
pluses can be adjusted at the national leve] or the
level of the dairies, and through this the addi-
tional levy of milk producers who have ex-
ceeded their quota can be lowered. However, at
the national level the additional levy is always
paid in full by producers who have exceeded the
farm quota.

Cereals

The price system for cereals used to include the
target price, intervention price, and the thresh-
old price. The MacSharry reform, which has

- dropped the target prices by degrees close to the
world market prices for cereals, was launched in
1993. The income loss has been compensated to
farmers as direct aid per hectare.

In the marketing year 1995/96 the interven-
tion price for cereals (except for oats) was 119
ecus/ton (FIM 0.71/kg), and the price is the
same in the marketing year 1996/97.

The aid per hectare is determined according to
the average hectarage yield of the region, and in
1995/96 it was 54 ecus/ton. The CAP reform has
now been completed. There are pressures to
continue the reform by further reductions in the
intervention price, because, according to some
estimates, the GATT agreement cannot be ful-
filled without this.

The price of imported cereals is raised to the
price level of the EU by means of duties, which
will be lowered by 36 % between 1995 and
2001. The duty is calculated by multiplying the
intervention price for cereals by 1.55 and de-
ducting the representative import price from
this. Thus in the marketing year 1996/97 the
lowest import price is about 185 ecus/ton. This
system concerns e.g. wheat, rye, and barley. In
the case of oats the duty is fixed, and it does not
vary as a result of changes in the world market
prices.

Beef

The intervention price for beef is 347.5 ecus/
100 kg (slaughter weight, quality class R3).
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Intervention purchases are made if the market
price is clearly lower than the intervention price.
Export aid levies and duties are also used in the
regulation of beef prices. A fixed customs tariff
is determined for different species of animal and
parts of the carcass. In addition to the percentage
duties, duties as ecus are often collected, and
these will be lowered during an adjustment
period of five years.

Pigmeat

The setting and regulation of the price for pigmeat
is based on the idea that pigmeat production is a
form of processing cereals. In principle, the
price must be dependent on the price of fodder.
This is largely determined by the price of fodder
cereals.

For the part of pigmeat a basic price corre-
sponding to the target price is determined (150.94
ecus/100 kg in the economic year 1996/97). The
price on the single market is regulated by means
of import control, export aid, and aid for private
storage.

As aresultof the GATT agreement the earlier
sluice gate price and the import controls based
on variable import levies have been replaced by
duties. An attempt is being made to fix the
amount of exportaid for a relatively long period
of time, but it can also be adjusted if this is
considered necessary because of the market
situation.

Eggs

The price system for eggs is the same as for
pigmeat. Import levies based on the sluice gate
price have been replaced by duties.

10.2. Green ecu

Because of the changes in the exchange rates,
the so-called green ecu had to be used in the EU
to calculate agricultural aid. In principle the
green ecu was abolished in 1995, but in practice
it is still being used. Aid is paid according to a
fixed (green) exchange rate. This may deviate



from the commercial rate because of the floating
currencies, which may cause certain problems
in the foreign trade. Goods may be circulated
through countries where the aid is the highest.

In order to overcome this problem the green
rates of ecu are continuously adjusted so that the
deviation of the exchange rates from the green
ecu would not exceed 5 %. If a certain currency
remains below the range, it is devalued. Corre-
spondingly, if a certain currency exceeds the
limit of 5 % in at least five ten-day periods, the
currency is revalued by half of the range. Thus
the sum of negative and positive deviations is
smaller than 5 %.

At the end of 1994 (December 21-30) the
commercial rate of ecu was FIM 5.81 and the
rate of green ecu FIM 5.81 (first it was 7.02, but
as the system was revised in the beginning of
February 1995, the rate became 5.81). How-
ever, in the beginning of 1995 Finnish markka
weakened so much that it was devalued in the
beginning of February, and the new exchange
rate for green ecu was FIM 5.88. It stayed at the
same level until spring 1996, even if the value of
markka exceeded this rate by over 5 %, but not
for a period of time that would have been long
enough to make it necessary to revalue the green
rate of Finnish markka.

The value of markka fell considerably in spring
1996, and at its lowest the rate of ecu was
FIM 6.05. The green ecu was devalued four
times, firstin April to FIM 5.898, and, finally, in
May to FIM 6.028. However, in the autumn
markka strengthened again, and the rate of ecu
was about FIM 5.8, i.e. at the same level where
it had been for a couple of years, but the rate of
green ecu has stayed at the level of FIM 6.028.
Payments are made on the basis of the exchange
rate of either the beginning of July or the end of
December.

The forms of aid included in the common
agricultural policy of the EU are paid according
to the green rate of ecu, and thus the fact that the
rates have been higher than the market rate has
benefitted Finnish farmers to some extent. The
market prices proper are based on the commer-
cial rates, and these have not reacted to the
changes in the green rate of ecu.

11. Production policy

11.1. Production objectives

Production policy consists of the production
objectives and the means to achieve these. The
task of the production policy is to the define the
production objectives and to regulate the pro-
duction according to the objectives. In Finland
the production objectives are based on the secu-
rity of the supply, i.e. the view that we should be
self-sufficient in food in all conditions.
Membership in the EU caused some changes
in the objectives. The self-sufficiency objective
can still be applied, but it could also be asked,
whether the EU is not capable of securing the
food supply in Finland. However, Finland is
located in the peripheral area of the EU, where
the food security is more susceptible to becom-
ing endangered. Yet, self-sufficiency cannot be
set as an objective in the same way as earlier.
Finland has to adjust itself to the common agri-
cultural policy of the EU. This will not, how-
ever, prevent maintaining our own food secu-

_ rity, which guarantees the availability of food in
“all conditions. Storage can be continued and the

production quotas allow to maintain the produc-
tion at a level that corresponds to the consump-
tion, or even a little higher.

The production objectives have usually been
determined according to the proposals of agri-
cultural committees or work groups. In 1996 the
work group for agricultural policy, headed by
the Minister of Agriculture, proposed the full
utilization of the national production rights as
the objective. The production and premium-
quotas that Finland reached in the negotiations
with the EU correspond quite closely to the
production volume prior to the EU-member-
ship. According to the work group, adequate
domestic production of the basic foodstuffs
should be maintained in Finland in order to
secure the food supply, and the security means
that the supply should be large enough to meet
the demand in case there should be two con-
secutive poor crop years.
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11.2. Measures to restrict production

Prior to the EU membership Finland applied
dual price systems for milk and eggs and a set-
aside system. These were almost mandatory
production restriction measures. After the ac-
cession the dual price system for eggs was
abolished, but that of milk as well as set-aside
are still used.

There also was a number of various kinds of
voluntary measures to reduce overproduction,
which concerned either agricultural production
as a whole or the production of milk, pigmeat, or
eggs. Premiums were paid for giving up or
reducing production. Some of these contracts
are still in force, and the compensations are paid
from the national funds.

The act on compensations for giving up pro-
duction came into force in the beginning of
1993. The contract could be made when the
farmer was 55 years old, and it stayed in force till
he was 65. The compensation consists of a basic
amount and an additional amount for giving up
production. The basic amount is the same as the
disability pension, and the additional amount is
determined on the basis of the arable land area
and the number of animals. Agricultural pro-
duction must be discontinued for at least six
years.

Dual price system for milk

The dual price system for milk came into effect
at the beginning of 1985. A quota was set for
each farm on the basis of the amount of dairy
milk production in either 1981/82 or 1982/83,
whichever was higher. According to estimates,
at present the total of the farm quotas exceeds
the national quota in force, which is 2.315 litres,
by 5-6 %, and the farm quotas will be cut by this
amount in the beginning of April 1997. The
national quota has grown by 28 mill. litres due to
the SLOM quotas, i.e. farmers who have re-
sumed milk production. Quotas are tradable.
However, the Government is planning to make
the system administered again to decrease the
costs caused by the purchases expanding dairy
farms.
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If the quantity of milk delivered to dairies
exceeds the quota, a charge of 115 % of the
guide prices is collected, and this makes it un-
profitable to exceed the quota under any circum-
stances. In the EU the quota year is from the
beginning of April till the end of March.

Set-aside

The CAP reforminvolves a mandatory set-aside
area, which was 10 % of the cereal area in 1996.
In addition, farmers may leave fallow an area
that does not exceed the area for which aid for
arable crops is applied. Thus the maximum set-
aside areais half of the total arable land area. The
premium for the additional set-aside is the same
as in the case of the mandatory set-aside. The
rotational set-aside applied earlier was abol-
ished in 1996.

In 1997 the mandatory set-aside area is only
5 % of the arable land area because of the
shortage of cereals in the early part of 1996 and
the alarming decrease in the cereal stocks of the
world.

11.3. Afforestation of arable land

In Finland the afforestation of arable land has
been eligible for aid for some time in order to
reduce the overproduction in agriculture, and
this activity will be continued. The minimum
area to be afforested is 1 ha, and it must have
been used for production in the previous grow-
ing season as well as in 1991 (or managed as a
set-aside area). Afforestation is subject to cer-
tain restrictions. Good agricultural land, land
that would be suitable for another farm as addi-
tional land, or arable land areas located in the
middle of open fields should not be afforested.
Aid is paid for three different purposes:
1. Afforestation costs, in which case
— saplings, hay control substances, etc. are
compensated for in full
— planning and labour management costs
are compensated for in full
— 30-75 % of labour costs are compensated
for, depending on the region.



2. A lump sum compensation of FIM 500/ha is
paid for the maintenance of the afforested
area after two and four years.

3. Compensation for the loss of agricultural
income is paid to farmers who receive at least
25 % of their income from agriculture. The
compensationis multiplied by 1.5 if the farmer
gives up agricultural production by afforest-
ing all of the arable land area or at least 60 %
of this and starts practicing forestry or other
form of entrepreneurial activity full-time on
the farm.

The compensation for the income loss is FIM
1,400-1,150/ha/year, depending on the region,
for farmers and FIM 1,040-900/ha/year for oth-
ers.

The objective is that about 10,000 ha arable
land would be afforested annually. The costs of
this would total about FIM 150 mill., including
FIM 50 mill. afforestation costs and FIM 100
mill. afforestation aid due to the loss of income.

11.4. Production support

The production policy in both Finland and the
EU is mainly characterized by measures to re-
strict the supply. There are, however, some
measures that aim at increasing production, too.
The most important one is the special beef
production premium. In the EU a special beef
production premium of 90 ecus/bull is paid
twice during the life-time of the animal, at the
age of 10 and 22 months. Starting from 1997 the
premium is paid only once during the animal’s
life-time.

Beef production proper is supported through
the so-called suckler cow premiums. In the EU
the suckler cow premium is paid to farms that
produce only beef or less than 120,000 litres
milk a year. The amount was 145 ecus/suckler
cow in 1996. In addition, 30 ecus/suckler cow
can be paid from national funds.

The ewe premium is 16.90 ecus/head, and in
the areas eligible for the LFA aid there is an
additional premium of about 6.64 ecus/head.

Organic cultivation also contributes to the
restriction of the production, even if the main
objectives are environmental. The EU supports

organic production according to about the same
principles as Finland did before the membership
(see Chapter 13).

There are also certain other forms of aid for
e.g. poultry meat production, horse husbandry,
reindeer husbandry, and apiculture.

12. Structural development

Developing the structure of agriculture is con-
sidered a necessary precondition for the adjust-
ment into the EU. In the first place, the size of
enterprises must be increased in order to be able
to lower the production costs. The use of labour
per unit produced decreases, and savings can
also be achieved in capital costs, when the
machinery and implements are used more effi-
ciently. The costs of livestock buildings per
animal unit decrease as the farm size grows.

Structural development also involves devel-
oping the cooperation between farmers. It is not
always possible to incorporate farms, but simi-
lar benefits of scale can be achieved by joint use
of machinery, especially in the cultivation of
field crops. Through cooperation it may also be
possible to save in purchasing the means of
production and marketing the products.

The EU supports structural development, but
due to overproduction this is usually subject to
the condition that the investments made by
means of the aid do not increase the production
capacity. However, in Finland some increase in
the farm size is allowed during the transitional
period, because Finnish farms are much too
small to be able to compete in the common
agricultural markets of the EU. The quotas for
milk and meat production in the Accession
Treaty set the limits for the production in the
whole country, and the state economy imposes
constraints on the use of subsidies and loans.

According to the source of financing, the
investments can be divided to those part-fi-
nanced by the EU and those financed in full from
thenational funds. Investment aids part-financed
by the EU are:

1. investment aid according to objective Sa
2. starting aid for young farmers
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Investment aids financed nationally are:
1. investment aid to pigmeat, broiler, and egg
production based on the Accession Treaty
2. raised investment aid based on Article 141
3. national investment aid proper based on the
Act on Rural Business.

12.1. Aid part-financed by the EU

The purpose of the investment aid of the EU is,
in the first place, to reduce production costs,
improve the quality of the products, and to direct
production according to the demand and supply
in the markets. Diversification of production is
also supported. Further objectives are the im-
provement of the living and working conditions
and the hygiene in livestock enterprises, as well
as protecting the environment.

Investment aid is also granted for small-scale
industrial activities, processing, and marketing,
as well as professional training.

Investment aid part-financed by the EU is
subject to the following conditions:

a) the farmer practices agriculture either full-

time, or part-time if

— the minimum of 50 % of incomes comes
from agriculture and forestry, tourist in-
dustry, crafts, or management of rural
environment that is eligible for aid

— the minimum of 25 % of incomes comes
directly from agriculture, or

— thefarmer spends the minimum of 50 % of

his total working time on the farm
b) the farmer prepares a development plan for
the farm
c) the farmer has adequate professional skills
d) the farmer commits himself to keeping sim-
ple accounts.

Investment aid involves certain additional
restrictions. In the case of investments in milk
production, the number of dairy cows after the
investment may not exceed 50 cows/man-year
and 80 cows/farm. Inbeef production the number
of animals may not exceed 2 LU/hectare of
fodder (bovine animal of 0.5-2 years = 0.6 LU

and over 2 years = 1 LU). In pig, poultry meat, .

and egg production aid is granted during the
transitional period of five years for investments
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into expanding pig husbandry and for all invest-
ments in pig and egg production. The total
production may not grow, and the limits set for
the production capacity of farms must be fol-
lowed. Pig farms must be able to produce at least
35 % of their fodder.

Amounts of aid

Aid is granted for investments that do not ex-
ceed 90,000 ecus/man-year (FIM 540,000) or
180,000 ecus/farm (FIM 1.8 mill.). The share of
the aid of the total investment may be
a) LFA area

— 45 % of investments in real property

— 35 % of other investments
b) other areas

—~ 35 % of investments in real property

— 20 % of other investments

Additional aid of the maximum of 25 % of the
maximum amounts may be granted to young
farmers (under 40 years) who have adequate
professional skills.

Aid for young farmers

In Finland young farmers who start practicing
agriculture on their own farm have been sup-
ported to promote transfers of farms to descend-
ants and to improve the age structure of farmers.
In order to take a farm into possession or to
establish one the young farmer has to redeem it
from the siblings or buy the whole farm, which
usually involves very high debts. An attempt has
been made to help young farmers get started by
means of a so-called starting aid. There is a
similar system and aid available for this purpose
in the EU.

As starting aid a young farmer (under 40
years) may receive a subsidy of 15,000 ecus
(about FIM 90,000) as well calculatory interest
aid of 15,000 ecus, which may be the maximum
of 5 % for five years.

This is subject to the condition that the farmer
starts practicing agriculture full-time on the farm,
or shifts from part-time to full-time agriculture.
He must have adequate professional qualifica-
tions within two years from the time when he
starts.



The settlement concerning serious difficulties
includes a decision according to which the maxi-
mum of FIM 30,000 of the starting costs, but not
exceeding 35 % of these, may be paid to young
farmers in addition to the basic aid.

12.2. National financing

Before the EU membership the Act on Rural
Business was the central means in the develop-
ment of the structure of agriculture. It is still in
force in a revised form. The structural aid from
the EU is also administered through the Devel-
opment Fund of Agriculture and Forestry.

Aid for rural businesses on the basis of the Act
on Rural Business is still possible. The Act
makes it possible to grant investment, start, and
development subsidies, as well as loans for e.g.
investments in fixed assets.

Subsidies and loans may be granted to support
so-called rural businesses that are outside agri-
culture proper. Aid has been granted for entre-
preneurial activity practiced by farmers in con-
nection with agriculture. Enterprises thatare run
by the farm family or that employ outside labor
corresponding to the maximum of 2-3 annual
jobs are eligible for the financing. The most
important fields that have been eligible for the
aid are small-scale labour intensive manufactur-
ing and service enterprises (about a third), hor-
ticultural, greenhouse and other special crop
production (about 20 %), farm holidays, horse
husbandry, and other enterprises related to free-
time activities (about 20 %), as well as fur farm-
ing, aquaculture, and apiculture.

Investment aid for serious difficulties

The outcome of the negotiations on the so-
called serious difficulties (Article 141) includes
an investment aid programme for animal hus-
bandry. On the basis of this, investment aid may
be granted for the maximum of 50 % of the total
costs in the case of farms producing pigmeat,
poultry meat, and eggs, and the maximum of
75 % in the case of other farms. This is subject
to the condition that the total production capac-
ity may not grow as a result of the investments.

The aid can be paid retroactively starting from
1995.

12.3. Amount of investments

Agricultural investment has dropped to about
half of the level of the end of the 1980s (see
Table 1). This has been caused by the economic
depression and uncertainty about the effects of
the EU membership. The preparation of the
national investment programme has also been
very slow and the funds available for this pur-
pose have been small. In 1995 only FIM 46 mill.
from the Development Fund of Agriculture and
Forestry were used, when in the earlier years the
annual amounts were FIM 600-700 mill. As
much as FIM 1,112 mill. were transferred to
1996.

Investment activity recovered during 1996.
The investment aid for serious difficulties has
encouraged many farmers to renovate and ex-
pand their production buildings. It is estimated
that in 1996 about FIM 657 mill. were used. In
spite of this a considerable amount of the re-
served funds, about FIM 700 mill., was trans-
ferred to 1997, and thus the investment plans for
1997 can be realized. The aid for serious diffi-
culties may lead to higher investments than
earlier, and thus a shortage of funds is also
possible. In the long run the funds available for
the Development Fund will decrease consider-
ably, which may cause problems for the struc-
tural development.

13. Environmental policy

The Accession Treaty includes a quite extensive
amount of environmental aid, altogether about
FIM 1.6 bill., and the EU accounts for half of
this, The aid is paid on the basis of hectares to all
farms that make a farm environmental manage-
ment programme. According to the environ-
mental programmes of the EU, programmes
which aim at reducing the load to the environ-
ment caused by agriculture and promote the
preservation of the rural landscape are eligible
for aid.
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The objective of the environmental manage-
ment programmes prepared in Finland is to
prevent the leaching of nutrients into water
courses and groundwater, reduce the ammonia
emissions from manure, as well as to keep
agricultural products as pure as possible. Spe-
cial attention is also directed to the rural land-
scape.

In 1995 about 78,000 farmers committed them-
selves to the aid based on the General Agricul-
tural Environment Protection Scheme (GAEPS)
and in 1996 the number rose to 82,000, which is
about 80 % of active farms. The commitments
cover about 1.8 mill. ha, i.e. 90 % of the culti-
vated area. According to the evaluation group,
in terms of the extent of the commitments the
objective has been reached.

In 1996 the environmental aid was distributed
as follows:

— GAEPS FIM 1,376 mill.
— organic production FIM 164 mill.
— other FIM 38 mill.
total FIM 1,578 mill.

In particular, the environmental programme
will influence the state of the water courses. It is
estimated that the total phosphorus load to water
courses will decrease by 40 %, liquid phospho-
rusby 25 %, total nitrogen 30 %, and the erosion
by 40 %. The impact of the aid according to the
GAEPS and the Supplementary Protection
Scheme should be about equal, except that the
aid based on the GAEPS reduces the nitrogen
load more than the Supplementary Protection
Scheme, whereas the Supplementary Protection
Scheme is more efficient in the reduction of the
liquid phosphorus load. The risk of pesticides
leaching into water courses will be reduced by
30-40 %.

A clear change has occurred in the attitudes
towards environmental issues. According to the
surveys made, information on the agri-environ-
mental programme has increased the awareness
of farmers on environmental issues and envi-
ronmentally beneficial ways of running a farm.
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13.1. Requirements for
environmental aid

Farmers who make farm environmental pro-
grammes are eligible for aid to compensate for
the costs of the environmental measures or the
income losses, as well as to secure the livelthood
of farmers. Aid based on the environmental
programmes may be granted to farmers who are
under 65 years old and reside permanently in

Finland. There must be atleast 3 ha of cultivated

arable land on the farm (0.5 ha in the case of

horticulture). The aid is paid for arable land that
has been cultivated regularly, including land

cleared after 1991.

Farmers commit themselves to fulfilling the
following conditions for five y'ears in order to
receive the aid based on the GAEPS:

1. A farm environmental programme is pre-
pared within three years.

2. In principle the use of fertilizers may not
exceed certain basic levels. In areas A and B
the minimum arable land area for manure
spreading is 1 ha/1.5 LU. Manure and urine
should mainly be stored in facilities adequate
for the need of 12 months, and manure may
not be spread on frozen ground or snow. A
transitional period of 3 years is allowed.

3. Headlands or filter strips of 1-3 metres cov-
ered by perennial vegetation must be left or
established on the sides of main ditches or
water courses. This must be done by the end
of the growing season following the commit-
ment.

4. Inareas A and B the minimum of 30 % of the
arable land of farms must be covered by
plants or reduced tillage must be applied
outside the growing season.

5. The spreading of pesticides may be performed
only by trained persons using tested equip-
ment (the transitional period is 3 years).

6. Agriculturallandscape and biodiversity must
be preserved on the farm.

Environmental aid may be recovered if the
commitment is canceled within two years from
the date it was made. The commitment becomes
void when the farmer starts receiving aid for



giving up production or becomes 65 years old,
but in this case the aid is not recovered.

13.2. Special forms of
environmental support

The agri-environmental programme is quite
extensive, and it includes various special forms
of aid, in addition to the environmental aid
proper. These are intended for the preservation
and maintenance of water courses, landscape,
and biodiversity. Riparian zones, treatment of
runoff water, and efficient use of manure help
keep the water courses clean, and these are
eligible for aid. Organic production and
extensification of agricultural production re-
duce the use of fertilizers and other chemicals,
and thus they contribute to the protection of the
environment. The maintenance of the landscape,
biodiversity, and traditional biotopes is also
eligible for aid, and so is the raising of local
breeds.

In the first place aid based on the Supplemen-
tary Protection Scheme has been used for or-
ganic production and liming of acid sulphate
soil. In 1995 the share of these of all aid based on
the Supplementary Protection Scheme was 90 %.
The number of contracts based on this scheme
was about 7,600, and they covered 100,000 ha,
i.e. 5 % of the cultivated area. The number of
applications doubled in 1996, but due to the
shortage of funds only contracts concerning
organic production and the conversion into it
could be processed.

Organic production

Organic production servers the environmental
objectives, because it involves giving up the use
of fertilizers and pesticides. The contract on
organic production is made for five years, and
the conversion period after which all arable land
must be under organic cultivation is three years.
The land must be cultivated according to the
principles of organic agricultural production for
the whole contract period. The contractincludes
a cultivation map and a crop rotation plan.
Farmers must have 3-5 days of training in or-

ganic production, and they must join the control
system. Annual inspections are made on farms.
Aid for the conversion period is:

— Area A FIM 1,800/ha
— AreaB FIM 1,600/ha
— AreaC  FIM 1,400/ha

After the conversion period the aid for arable
land under organic cultivation is FIM 700/ha/
year. The farm must also have made the commit-
ment according to the GAEPS, and the basic aid
in question is paid on the basis of this.

The objective for organic production is an
arable land area of 120,000 ha by 2000, which is

" about5 % of the arable land area, The area under

organic production has grown very rapidly. It
quadrupled between 1994 and 1996. The number
of farms that have made a contract on organic
production is about 4,700, and the area con-
verted by the contracts is 110,000 ha. 27,000 ha
of this has been approved for organic produc-
tion. Due to the shortage of funds no new con-
tracts will be made in 1997. It has also been
suggested that the markets for organic products
may become saturated due to the rapid increase
in the production.

Riparian zones

Contracts on the establishment and manage-
ment of riparian zones are closely connected to
the environmental programmes. The purpose of
these is to reduce the load on water courses and
groundwater, improve the landscape, increase
biodiversity, and promote the management of
the fish populations. The programme also serves
the recreational use and tourist industry of the
rural areas.

Riparian zones refer to managed, unculti-
vated areas covered by perennial vegetation
between arable land and water courses or in
groundwater areas. These zones are useful or
even indispensable if the arable land areas close
to shores are very steep or collapse easily, or if
the land is frequently flooded.

The minimum width of riparian zones is 15
metres. No fertilizers or pesticides may be used,
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the zones may not be used as pasture, and no
fodder or non-food products may be harvested
from them. The contract period is 20 years and
the minimum area is 0.5 ha. The maximum
compensation is FIM 3,600/ha. This programme
has not aroused any wide interest among farm-
ers.

Landscape and biodiversity

The purpose of the management and protection
of the rural Jandscape is to preserve open field
landscapes and to prevent important landscape
areas from becoming overgrown by trees or
bushes. The management of biodiversity refers
to the preservation of the characteristic nature of
the agricultural environment of different re-
gions and the organisms living in these, espe-
cially endangered species and environments.
This programme has been well received. In
1996 a little under 3,000 farmers applied for aid
for projects concerning biodiversity, landscape
management, and the preservation of traditional
biotopes. Unfortunately there were funds avail-
able only for a small share of the applications.

14. Social policy

Membership in the EU changed the legislation
on the social policy concerning agricultural pro-
ducers very little. The Union has no uniform
programme for the social policy, but only some
minimum requirements that do not affect the
Finnish social policy. Consequently, the devel-
opment of farmers’ social security is still a
national task.

A farmer is at the same time an entrepreneur
and an employee. The general legislation on the
social security of employees does not concern
farmers, but a separate legislation has been
developed for them. The responsibility for the
costs of the social security is divided between
farmers and the state. The most important acts
concern the pensions, compensations in case of
sickness or accidents, annual vacation, and sub-
stitute help.

Farmers’ pensions are prescribed by law, and
they are comparable with employee pensions in
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other sectors. Farmers pay insurance payments
according to theirlabourincome, which is mainly
determined by the area of the farms. They are
entitled to, for example, old-age pensions, part-
time pensions, disability pensions, unemploy-
ment pensions, as well as a pension in the case of
early retirement. The amount is determined by
the insurance payments, but the state also con-
tributes to financing the pension costs. Because
the number of the insured has decreased and the
number of pensioners has increased, the state
accounts for about 80 % of the pension costs.

The changes made in the farmers’ pension
system in 1996 increased the responsibility of
farmers for the financing. In the state budget the
pension expenditure of farmers was cut by FIM
150 mill.

Aid in the case of giving up production is the
Finnish equivalent of the common early retire-
ment system of farmers in the EU. The objective
is to ease the burden of elderly farmers and to
promote the transfers of farms to the younger
generation.

Full-time farmers who are 55-64 years old are
eligible for aid for giving up production. In most
cases the arable land area of the farm is rented or
sold to the new farmer or to another farm. If
there is no one to continue farming, the land may
be owned by the old farmer, but it must be used
for other purposes or left uncultivated.

The amount of aid in the case of giving up
production is close to the full disability pension,
and the EU accounts for about half of the costs.
Fewer farmers have taken advantage of this
system than was expected. The number of appli-
cations has been 1,500-2,000 farms a year, but

- when the programme for giving up production

was prepared the annual number of applications
was estimated at about 3,000.

In the case of disability resulting from illness
farmers are entitled to compensation on the
basis of the general sickness insurance act. For
the waiting period (9 days) those covered by the
employment pension are entitled to daily com-
pensation. The act concerning the compensa-
tion of the qualifying period for the benefit was
changed in November 1996 so that the daily
allowance was dropped from 75 % to 70 % of
the labour income of the agricultural entrepre-



neur, and a waiting period of three days was set
to the daily allowance in the case of sickness.
These revisions are similar to those realized
earlier in the daily allowances of the general
sickness insurance system, and they will enter
into force in the beginning of July, 1997.

In 1982 farmers’ accident insurance actcame
into effect. The accident insurance is automati-
cally incorporated in the pension insurance. The
insured are entitled to compensation for costs,
daily allowance, and pension in the case of
accidents or occupational diseases. Insurance
payments are collected from farmers participat-
ing in this system.

In November 1996 the Parliament approved
the Government proposal on the revision of the
Accident Insurance Act for Agricultural Entre-
preneurs. Starting in 1998, a bonus system will
be used in the insurance payment, which means
that the accidents or occupational diseases for
which compensations have been paid raise the
insurance payments. Thus, in the long run, the
insurance payments of agricultural entrepre-
neurs who have been able to avoid accidents
may become lower than they are at present.

Farmers engaged in livestock production are
entitled to an annual leave of 22 days. Farmers
may either get substitute workers:for the dura-
tion of their vacations or use municipal substi-
tute help services. This system is mainly fi-
nanced by the state.

Farmers can get substitute help in the case of
sickness, accidents, rehabilitation, military serv-

ice, or child birth. The substitute help for the-

duration of maternity leaves is 320 days. Farm-
ers pay for the substitute help, and the amounts
are partly determined according to their income.

Farmers’ occupational health care was started
in 1980. Occupational health care is preventive
health care, including accounts of working con-
ditions and health inspections. Farmers pay 50 %
of the costs of health inspections, and the Na-
tional Pensions Office and the state account for
the rest.

The social security payment are paid in full
through the state budget. The benifits have been
cut down gradually due to the state budget
constraints.

15. Second year in the EU

The most significant changes caused by the EU
membership in agriculture occurred quite rap-
idly in the very beginning of 1995. The market
prices of agricultural products fell, and this was
quite rapidly followed by a decrease in the food
prices. The prices had become established at the
new level by the latter part of 1995.

It will take a few years until the reactions of
the production to the EU membership become
clear, because the transitional aid will decrease
to some extent. Farmers may have some kind of
idea of the profitability of the production in the
future, but there are also a lot of uncertain
factors which make it difficult to make any final
decisions. One of these is the aid for serious
difficulties in Southern Finland, and the tempo-
rary settlement concerning this has reduced the
uncertainty at least for the time being.

The production has changed very little. This
may have been caused by the fact that no dra-
matic collapse has occurred in the profitability,
or farmers may simply be waiting to see what is
going to happen. In the first year the incomes
were quite satisfactory as a result of e.g. the
stock compensations, but last year the farm
income fell considerably below the earlier level.
Farm model calculations based on fixed amounts
show that the incomes will continue to fall to
some extent because of the decrease in the level
of aid.

The future does not look too good in the sense
that the input prices are likely to rise slightly,
whereas the market prices are likely to stay atthe
present level. The aid from the EU may fall
already prior to any further expansion, and after
that this will be inevitable.

In 1996 attention was mainly directed to the
negotiations on the aid for serious difficulties.
Finland was extremely well prepared for the
negotiations. The Ministry of Agriculture and
Forestry has financed an extensive research
programme called MATEUS for research on the
effects of the EU membership and the future
prospects both nationally and in the different
regions. The calculations indicate clearly that
without any national aid the incomes of farmers
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in Southern Finland would drop dramatically.
This was the main reason in favour of the pay-
ment of the aid for serious difficulties starting
from 1997.

Farmers were not satisfied with the outcome
of the negotiations, i.e. not all farmers agreed
with the level of aid and the distribution among
the different production lines. The emphasis on
investment aid in livestock production aroused
criticism, because only farmers who are able to
make investments can benefit from this. How-
ever, the most significant constraints on the
payment of aid are those imposed by the state
economy, not the negotiation outcome reached
with the Commission.

The fact that the aid is only temporary, i.e. it
will be paid until 2001, was also criticized,
because the continuation requires further nego-
tiations. The Minister of Agriculture has prom-
ised that the aid will be continued in the future,
too. Thisislikely to be the case, because without
any aid the preconditions for agricultural pro-
duction would be dramatically weakened.

Another major topic in 1996 was the need to
cut the milk quotas. The total of the farm quotas
exceeds the national quota granted to Finland by
5-6 %, and thus the farm quotas will have to be
cut in 1997 at the latest. The question whether
the cuts should be compensated to farmers has
aroused some discussion, and this is still open.
Many producers wish that the negotiations on
this could be continued with the Commission.
The national quota has not been exceeded, and
thus no penalties have been necessary.

Food imports have stayed at the same leve] as
in 1995, and the fears that the markets would be
lost to foreign imports seem to have been unnec-
essary. There are some imports that take over the
markets from the domestic production, but ex-
ports to both the other member states and the
third countries have continued quite well, and
the markets have been in balance. The domestic
supply has not decreased and the consumers
favour the domestic products even more than
earlier. This is probably caused by the fear that
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food of inferior quality might be imported to
Finland. There are buyers for the domestic prod-
ucts even at a higher price compared to the
imports.

At least so farm the food industry has been
able to meet the challenges brought along by the
EU membership, and the growth in exports has
been quite satisfactory. The actions of the food
industry are being monitored very carefully,
because it is responsible for the market price
paid to the producers. When the competition is
hard, it might be tempted to dump the domestic
prices. This is not likely to have happened,
however, even if some criticism has been put
forward.

The evaluation of the effects of the EU mem-
bership is mainly concerned with agriculture.
The other aspect is the increase in the purchas-
ing power and welfare as a result of the decrease
in the food prices. The consumers are satisfied
with the EU membership in this respect.

The consumer prices became established at a
lower level already in 1995. During 1996 there
was some increase in the prices. This was caused
by various factors. Some increase occurred in
both the market prices and import prices of
meat. The prices of vegetables were clearly
higher in 1996 than in 1995. Variations in the
single market of the EU are reflected in Finland,
too.

The next stage of the European integration is
the economic and monetary union (EMU) and
the common currency (euro). The Government
is very strongly in favour of joining the EMU.
There is a lot of discussion on this, and the
Finnish people is divided into two, those in
favour and those against the EMU. For the part
of agriculture the EMU should not bring along
any major problems. The only question con-
cerning agriculture directly is how the green
rates of the ecu will be applied in the EMU. The
present rate of the green ecu is higher than the
commercial rate, and thus agriculture might lose
some of the aid, if this was paid as euros instead
of the present green ecus.



v

SUMMARY

The growth in the national economy slowed
down in the early part of 1996, but towards the
end of the year it was again very rapid. However,
the growth in the GDP was only 2.5 %, which is
too small to result in any major improvement in
the employment. The prospects for 1997 are
very good, and the growth should be 4-5 %.

In terms of agriculture the year was both good
and bad. The yield was good and livestock
production continued at about the same level as
earlier. However, the agricultural income fell
considerably from the previous year as a result
of the decrease in the transitional aid. A consid-
erable amount of compensations for the reduc-
tion in the value of the stocks were paid in 1995,
and this also increased the incomes that year.
The uncertainty about the future continues, but
investments have increased, which indicates
that all hope has not been lost.

The early part of summer 1996 was rainy and
cool, and the crop outlook was not too good.
Instead, in August it was very warm and dry,
which seems to have been favourable for agri-
culture, because the yield rose to the normal
level. The cereal yield was 3.7 bill. kg, and the
total yield measured as fodder units was 5,663
mill. f.u., which exceeds the yield of 1995 by
3 %.

The cultivated area grew by almost 10 % from
the previous year, which explains the increase in
the total yield. The set-aside area decreased , and
it was only 10 % of the total arable land area.
Prior to the EU membership the set-aside area
was at its largest about 20 % of the arable land
area. A considerable share of the set-aside is still
voluntary, because the mandatory set-aside area
of small farms is only about 57,000 ha, i.e. 3 %
of the arable land area.

The earlier trends continued in livestock pro-
duction. Milk production fell by about 1.5 %,
and about 2,000 milk producers quit their pro-
duction every year. The growth of dairy farms is
very slow because of the quotas. The quotas are
tradable, but purchasing them is a major invest-
ment for the producers. The prices of quotas
have been FIM 1-3/litre.

The total of the farm quotas exceeds the na-
tional quota granted to Finland by 5-6 %, and
the farm quotas will be cut by this amount in the
beginning of April, 1997. Many producers wish
that the negotiations on this could be continued
with the Commission. The national quota has
not been exceeded, and thus so far no compen-
sations collected at the farm level have been
necessary.

Whether the quota cuts will be compensated
for to the producers is still open. The trade on
quotas will become administered again in order
to be able keep the costs of the expanding dairy
farms in control. The price of the administered
quotas has not been decided yet.

Pigmeat production grew by 3 % in 1996, and
the market situation was quite good. The market
prices were on the increase almost throughout
the year as the meat consumption was trans-
ferred from beef to pigmeat because the mad
cow disease confused the beef markets in the
EU.

In Finland beef production stayed at about the
same level as earlier, and the BSE disease did
not influence the Finnish beef markets. The
consumption of poultry meat continues to grow,
and in 1996 the production increased by about
18 %.

There has been some increase in the foreign
trade of meat. Pigmeat, in particular, is being
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imported and exported to an increasing extent

because of the free trade on the single market of

the EU. Exports to Russia have grown, too.
No major changes occurred in the consumer

prices and, consequently, consumption stayed -

at about the same level as earlier. Like in the past
few years, cheese consumption grew to some
extent, and poultry meat consumption also con-
tinued to grow very strongly. Instead, there was
some decrease in the egg consumption. This was
probably caused by the increase in the retail
prices, as aresult of the rise in the market prices,
which was to be expected as the market prices
had been extremely low.

According to a preliminary estimate, agricul-
tural income fell by about 7 %. This was mainly
caused by the decrease in the amount of aid by
about FIM 1.0 bill. Agricultural income calcu-
lated at the market price rose by FIM 0.5 bill,,
mainly as a result of the increase in the amount
of cereals entering the markets. The crop was
good and stocks were discharged.

The agricultural income of 1995 calculated at
the Agricultural Economics Research Institute
was still relatively good, especially because of
the stock compensations. Changes in the pro-

Exchange rate:
1 green ecu = FIM 6.0288

Symbols: e Preliminary data
- Magnitude nil
data not available or uncertain
Sources:

1 ecu = FIM 5.76 December 30, 1996

duction remained small, and they did not have
any major impact on the development of in-
comes. The producer prices also stayed at about
the earlier level. Instead, the prices of inputs rose
by about 2 %, and this had a negative impact on
income development.

The second year did not bring along any
significant changes in the agricultural produc-
tion or prices. The markets are already quite well
adjusted to the single market of the EU. How-
ever, there is still a great deal of uncertainty
about the future among the producers. The set-
tlement on the aid to Southern Finland concerns
only the next few years, and it is not possible to
estimate the total impact of the reduction of the
aid.

The number of farms decreases quite rapidly,
and this has aroused speculations about the
collapse of agriculture especially in the more
remote areas. This development follows the
long-term trend quite closely, except that the EU
membership has accelerated it. No alarming
changes are foreseen in the production, and
investments have also been made, which indi-
cates that there is still faith in the Finnish agri-
culture.
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Appendix 1. Producer price index and cost price index in agriculture with subsidies (1990=100)."

Production inputs

Producer price Total Goods and Investments Buildings
index of index services
agriculture
1990 100.0 100.0 100.0 100.0 100.0
1991 96.6 103.8 105.5 995 101.6
1992 96.5 105.5 107.8 99.8 98.8
1993 96.4 108.2 109.4 105.4 98.6
1994 96.0 107.6 107.1 108.8 101.0
1995 7j ] 86.6 83.6 93.0 91.0
1996 61.3 88.0 85.5 93.4 90.4

Dindices are based on EU's classifications. The calculation method and weighting of indices have changed
compared to previous.
Source: Statistics Finland.

Appendix 2. Some figures of the agricultural structure.

Number" Average" Number Employed in agriculture®
of farms size of of milk 1,000 % of total
1,000 farms, suppliers persons employed
hectares 1,000

1980 2247 10.96 91 251 10.8
1981 218.9 11.16 85 250 10.6
1982 212.6 11.42 78 255 10.7
1983 208.2 11.63 74 246 10.3
1984 203.9 11.85 70 242 10.0
1985 200.5 12.07 66 228 9.4
1986 195.4 12.38 63 218 9.0
1987 192:2 12.59 58 206 8.5
1988 189.0 1277 53 197 8.1
1989 5 % 48 179 7.2
1990 199.4 12.76 45 170 6.9
1991 200.0 12.90 40 166 7.1
1992 197.6 13.05 36 157 12
1993 191.9 13.46 35 146 7.2
1994 189.9 13.65 34 142 7.0
1995 169.7 14.88 32 130 6.3
1996° 30

Dover 1 hectare
2Source: Finnish Labour Review, Ministry of Labour Planning Secretariat
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Appendix 3. Number of animals in June and the average yield per cow.

Dairy cows Yield per cow Pigs Hens
1,000 litres 1,000 1,000
1980 719.5 4,478 1,410.2 6,040.7
1981 700.8 4,450 1,467.1 5,200.2
1982 689.2 4,493 1,475.3 85,2915
1983 663.1 4,778 1,440.7 5.440.4
1984 659.5 4,799 1,381.8 6,025.3
1985 627.7 4,812 1,2952 5922.4
1986 606.8 4,935 1,322 5,532.1
1987 589.0 4,905 1,341.9 5,341.6
1988 550.6 4,990 130541 5,237.6
1989 506.6 5,246 1. 29007 49233
1990 489.9 5,547 1,394.1 4,844.8
1991 445.6 5,619 1,344.3 4,138.0
1992 428.2 5,613 1,297.9 3,968.9
1993 426 .4 5,648 1,272.7 4,024.9
1994 416.7 5,869 1,298.3 4,089.8
1995V 398.7 5,982 1,400.3 4,175.1
1996
B1s.
Appendix 4. Sales of fertilizers (kg/ha).
N P K
1980-81 82.4 27.8 493
1981-82 78.7 26.8 47.5
1982-83 91.4 29.9 53.8
1983-84 90.7 30.9 55.9
1984-85 88.9 30.8 56,5
1985-86 90.0 30.2 53.5
1986-87 94.4 31.0 56.5
1987-88 98.2 32.0 59.3
1988-89 100.3 29.9 56.1
1989-90 111.5 30.7 57.6
1990-91 109.4 26.3 53.4
1991-92 92.8 19.9 39,7
1992-93 94.3 19.4 39.8
1993-94 94.1 19.0 40.0
1994-95 101.6 20.0 38.5

1995-96

Source: Kemira
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Appendix 5. Agricultural total calculation, gross return in current prices, FIM mill.

1990 1991 1992 1993 1994 19959

CROP PRODUCTION
- Rye 430.8 492.6 1915 89.8 98.1 13.6
- Wheat 14150 9547 9384 577.6  820.6 159.1
- Barley 1,528 15109 17306 1,409.8 1.,779.9 434.1
- Oats 13713 073 8655 8873 9358 101.1
- Potatoes 3134 359.7 4897 331.2 4960 . 4985
- Potatoes of processing 226.2 164.8 163.1 180.4 178.6 89.9
- Seed potatoes 9.3 6.2 7.9 6.9 3.7 5.8
- Sugar beets Mo 8 S 4l 4753 4756 0 5050, 4337
- Oil plants 266504399 E268 4165 3367 71.0
- Peas 19.3 28.4 32.7 23.9 17.0 9.8
- Grass seeds 62.4 44.7 213 E3.1 20.1 13.6
Total 6,4788 54714 51724 44121 5,193.6 1,830,1
GARDEN PRODUCTION
- Root crops 94.0 110.5 76.8 85.2 129.8 1154
- Vegetables o112 5544 = 561.5  571.3 7 6304 - 4812
- Berries 192.9 155.0 187.7 181.8 185.2 146.7
- Fruits 20.0 21.2 229 235 20.3 17.3
Total 878.1 841.1 8489 861.8 9657 760.6
ANIMAL PRODUCTION
- Milk 8,439.2 17,7304 7,391.6 7,615.6 7,723.7 6,533.0
- Beef 3,794.7 3,582.6 3,522.6 3,117.6 3,2789 19934
- Veal 0.5 0.5 0.3 0.3 0.3 0.3
- Pork 3,302.0 29423 28699 2,751.1 2,753.1 1,770.5
- Mutton 43.2 38.1 41.6 43.7 50.0 294
- Horse meat L3 18.5 21.3 17.9 13.9 3.3
- Poultry 438.6 4948 4499 423.1 476.1 347.5
- Eggs 2025 7934 8069 8074 7995 3747
- Wool 24 2:5 3.1 3.6 4.4 0.5
- Export of animals 9.9 1.2 2.5 22 1.6 1.5
Total 16,950.2 15,604.2 15,109.6 14,782.5 15,101.5 11,054.1
STORAGE COMPENSATIONS 2,281.9
Production total 24,307.1 21,916.8 21,130.9 20,056.4 21,260.8 15,926.7
INCOME FROM RENTS
- Means of production 581.1 461.5 4604 3454  317.8  282.6
- Buildings and land 184.9 179.1 180.7 169.8 163.9 160.8
Total 766.0  636.6 641.1 515.2  481.7 4435
SUBSIDIES
- by farm size 961.5 8403 1586 6786 6111
- by number of cows 191.8 188.8 206.9 203.7 201.9
- Premium of feed grains 45.7 33.6 27.4 25.2 0.2
- "Start money” 107.0 97.2 85.3 61.4 55.5
- Premium for suckler cows 203 27.0 37.8 47.5 50.9
- Support for field area 564.1 821011163 9595 - 11609
Total 1,890.4 2,013.9 22324 1975.6 2,080.4 0.0
COMPENSATIONS TO REDUCE
PRODUCTION
- Production guiding (4a§) 7.8 5. 3.1 0 1.3 0.9
- Milk bonus 1405 3359 3308 197.6 0.1
- Egg bonus 41.8 61.4
- Fallowing compensations 3473 7293 567.8 4579 364.7
- Premium for ecological cultivation 16.5 294 40.5 320 26.1 172
- Premium for pea cultivation 23.5 274 13.1 58
- Premium for green hay 0.3 0.9 1.1 0.9
Total 5539 1,1849 9705 703.3 3989 18.2
EU-SUBSIDIES
- CAP arable area payments 1,153.7
- CAP aid for animal husbandry 1040




Appendix 5, continued.

1990 1991 1992 1993 1994  1995%
- LFA aid 1,614.8
- Environmental aid 1,411.2
- Northern aid per livestock unit 80.1
- Transitional aid per headage 282.6
- Other national aid per headage 425
- Transitional aid per hectare 0.0
- Other national aid per hectare 0.0
- Aid for hortic. products grown in the open 0.9
- Other national aid 0.0
Total 4,689.7
COMPENSATIONS FOR CROP DAMAGES 8.1 4.6 150  133.0 7.9 11.9
GROSS RETURN TOTAL 27,525.5 25,756.8 24,989.9 23,383.5 24,229.6 21,090.0
COSTS
- Fertilizers 1,681.7 1,5099 15796 1.6919 1532:6 11338
- Lime 146.3 118.6 85.2 145.5 153.1 109.7
- Feed concentrates
- mixture 3,056.3 29660 26555 25840 2,7223 1927.7
- other 87.8 38.7 42.0 393 525 41.3
- Feed conserving chemicals 162.3 142.8 122.6 103.0 145.0 102.9
- Pesticides 308.6 3284 289.1 289.2 283.4 240.2
- Purchased seeds 388.7 3112 260.9 304.0 337.2 259.1
- Fuel and lubricants 709.6 6333 6634 1197 5739 4819
- Electricity 386.2 411.7 4343 4629  454.1 356.1
- Agricultural firewood and timber 140.5 119 67.7 60.9 61.1 653
- Delivery of calves and pigs 53.6 55.6 554 527 534 46.6
- Overhead costs 1,526.1 1,639.7 1,681.9 1,729.2 1,793.5 14883
- Hired labor
- wages 4182 4565 44190 4000 13952 23673
- social expenses 273.1 2832 ° 2804 2820 - 2685 ¥4l
- Machinery and equipment
- depreciations 3.380.0 3.269.0 3,193.0 3,224.0 3,040.0 2,737.0
- maintenance 9360 8768 961 ARUR D oAy B v R02 6
- Equipment 168.4 154.3 157.1 167.3 167.7 137.8
- Building expenses
- depreciations 1,0820 1,1200 11,1080 1.,1140 1.146:0  1.132.0
- maintenance 318.9 326.7 3042 2449 2114 e 21R.3
- Drainage, bridges, etc.
- depreciations 282.0 285.0 301.0 259.0 248.0 243.0
- maintenance 169.2 163.4 161.2 140.4 108.2 107.0
- Interest payment 1,688.5 1,882.1 1,896.0 1,784.7 12964 1,122.5
- Imports of animals 6.7 5.5 8.7 3.1 4.2 33
- Rent expenses
- means of production 3585 297.0 . 2894 9837 179.1 166.0
- buildings and land 34610 13352 - 3303 S0 953 1 S aDh )
- Farmers’ share of costs from
- accident insurance payment 58.9 48.5 42.9 40.0 61.3 2.7
- outside help 20.1 25.6 25.0 36.7 46.2 40.0
- days-off scheme 13.7 1.2 17.0 12.6 11.2 14.8
COSTS TOTAL 18,168.0 17,785.7 17,460.5 17,417.9 16,435.6 14,049.9
GROSS RETURN TOTAL 27,525.5 25,756.8 24,989.9 23,383.5 24,229.6 21,090.0
COSTS TOTAL 18,168.0 17,785.7 17,460.5 17,417.9 16,4356 14,049.9
FARM INCOME 9,357.5 7,971.0 7,5294 59657 7,794.0 7,040.1




Appendix 6. Agricultural total calculation, gross return in 1990 fixed prices, FIM mill.

1990 1991 1992 1993 1994  1995%
CROP PRODUCTION
- Rye 430.8 5332 1406 1325 125.8 50.5
- Wheat 1,415.0 1,108.8 1,105.5 683.3 9850 4895
- Barley 1,552.8 1,657.5 1,8495 15265 1,990.0 1,102.8
- Oats 1,377.3 1,107.8 9629 989.6 1,087.0 266.8
- Potatoes 313.4 337.6 304.4 290.2 345.7 364.0
- Potatoes of processing 226.2 146.1 174.4 190.6 187.7 173.6
- Seed potatoes 9.3 6.1 7.4 T 6.4 7.6
- Sugar beets 545.8 5329 509.5 469.8 545.5 538.3
- Oil plants 526.6 4652  381.7 5200 4325 249.0
- Peas 19.3 34.0 37.8 283 21.6 175
- Grass seeds 62.4 50.1 20.6 152 23.8 33.9
Total 6,478.8 5979.3 54943 4,853.8 5,751.1 32935
GARDEN PRODUCTION
- Root crops 94.0 108.1 76.5 87.9 143.6 128.2
- Vegetables ST 25527 75699 5371 G299 5027
- Berries 192.9 171.4  209.2 162.7 162.9 156.3
- Fruits 20.0 254 31.5 353 199 343
Total 878.1 857.6 887.1  823.0 956.0 9115
ANIMAL PRODUCTION
- Milk 84392 7,6156 73883 73416 75023 7,399.6
- Beef 3,794.7 3,908.1 3,767.1 34155 34557 3,089.5
- Veal 0.5 0.5 0.3 0.3 0.3 0.5
- Pork 3,302.0 3,126.5 3,109.2 2987.8 3,013.6 2,959.1
- Mutton 43.2 40.6 473 514 588 . 623
- Horse meat i, 20.6 273 259 22.0 10.8
Poultry meat 4386 4936 473.6 4582  521.1 561.9
- Eggs 902.3 790.1 797.2 8232 8468 8822
- Wool 2.4 2.3 2.4 2.8 29 1.8
- Export of animals 9.9 1.3 2.6 24 1.6 2.0
Total 16,950.2 15,999.2 15,615.2 15,109.2 15,424.9 14,969.6
STORAGE COMPENSATIONS 2,089.2
Production total 24,307.1 22,836.1 21,996.6 20,786.0 22,132.0 21,263.9
INCOME FROM RENTS
- Means of production 5811 4463 4488 3312 3098 2980
- Buildings and land 184.9 174.1 175.8 158.2 150.3 1473
Total 766.0  620.4 624.6  489.4  460.1 4453
SUBSIDIES
- by farm size 961.5 835.6 738.0 632.3 560.3
- by number of cows 191.8 187.8 201.3 189.8 185.1
- Premium of feed grains 45.7 33.4 26.7 234 0.1
- “Start money” 107.0 96.6 83.0 572 50.9
- Premium for suckler cows 20.3 26.9 36.8 443 46.7
- Support for field area 564.1 8224 1,086.0 893.9 1,064.4
Total 1,890.4 2,002.7 2,171.8 1,840.9 1,907.6 0.0
COMPENSATIONS TO REDUCE
PRODUCTION
- Production guiding (4a§) 7.8 Il 3.0 1.6 12 0.9
- Milk bonus 140.5 3340 3218 184.1 0.1
- Egg bonus 41.8 61.1
- Fallowing compensations 3473 7253 5524 4267 3345
- Premium for ecological cultivation 16.5 29.2 394 29.8 24.0 15.8
- Premium for pea cultivation 234 26.7 12.2 5.3
- Premium for green hay 0.3 0.9 1.0 0.8
Total 5539 1,1783 9442 6554  365.8 16.6
EU-SUBSIDIES
- CAP arable area payments 1,056.3
- CAP aid for animal husbandry 95.2
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Appendix 6, continued.

1990 1991 1992 1993 1994  1995%)
- LFA aid 1,478.4
- Environmental aid 1,292.0
- Northern aid per livestock unit 73.4
- Transitional aid per headage 258.7
- Other national aid per headage 38.9
- Transitional aid per hectare 0.0
- Other national aid per hectare 0.0
- Aid for hortic. products grown in the open 0.8
- Other national aid 0.0
Total 4,293.8
COMPENSATIONS FOR CROP DAMAGES 8.1 4.6 146 1239 72 10.9
GROSS RETURN TOTAL 27,525.5 26,642.1 25,751.8 23,895.6 24,872.7 26,030.5
COSTS
- Fertilizers 1,681.7 12092 1,1481 12267 13805 12289
- Lime 146.3 111.5 81.0 136.2 1392 118.5
- Feed concentrates
- mixture 3,056.3 29663 2,729.4 2,626.4 28157 3,0742
- other 87.8 40.0 42.7 39.2 52.5 523
- Feed conserving chemicals 162.3 139.4 143.3 118.1 158.0 136.4
- Pesticides 3086 3087  2Ah 2297 2269 5ol
- Purchased seeds 388.7 3276 . 28900 3306 5639 - 3460
- Fuel and lubricants 709.6 613.1 609.2 540.3 475.9 500.0
- Electricity 3862  404.1 417.6 4124 4105  405.0
- Agricultural firewood and timber 140.5 82.4 82.4 79.7 70.7 70.0
- Delivery of calves and pigs 53.6 51.6 50.9 46.5 45.4 42.1
- Overhead costs 1,526.1 1,634.8 1,632.9 1,604.1 1,674.6 1,650.0
- Hired labor
- wages 4182  408.0. - 385203567 . 3510 3i4.]
- social expenses 2751 253.1 244.5 251.7 2385 206.5
- Machinery and equipment
- depreciations 3,380.0 3,322.0 3,143.0 2,907.0 2,664.0 2442.0
- maintenance 936.0 826.4 855.9 741.7 627.0 625.0
- Equipment 168.4 153.8 150.9 148.1 145.8 143.2
- Building expenses
- depreciations 1,082:0 1,103.0 11,1210 1;130.0. :1,135.0 1,140.0
- maintenance 3189 3219 3079 2484 2093  200.0
- Drainage, bridges, etc.
- depreciations 2820 2850 2910 293.0 2950  ° 2940
- maintenance 169.2 163.4 156.0 158.9 128.9 125.0
- Interest payment 1,688.5 1,7173 1,7345 11,5523 14440 1.,293.1
- Imports of animals 6.7 5.6 3.7 3.3 44 4.7
-~ Rent expenses
- means of production 358.8 2872 23t 2R 1746 175.0
- buildings and land 346.0 3333 330.1 3269 . 3237 3210
- Farmers’ share of costs from
- accident insurance payment 58.9 48.2 41.7 373 56.2 51.0
- outside help 20.1 255 243 342 42.4 36.6
- days-off scheme 13.7 17.1 16.5 11.7 10.3 13.6
COSTS TOTAL 18,168.0 17,159.7 16,558.4 15,870.1 15,627.5 15,270.1
GROSS RETURN TOTAL 27,525.5 26,642.1 25,751.8 23,895.6 24,872.7 26,030.5
COSTS TOTAL 18,168.0 17,159.7 16,558.4 15,870.1 15,627.5 15.270.1
FARM INCOME 9,357.5 9,482.3 9,193.4 8,025.5 9,245.2 10,760.4
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Appendix 7. Agricultural aid.

AID FINANCED COMPLETELY OR PARTLY BY THE EU IN 1996

FIM/ha or FIM/LU
Aid area A B Cl €2  C2North (3 C4
CAP ARABLE AREA PAYMENT
General scheme
Cereals 1,114 917 917 753 753 753 753
Oil seed plants 1,700 1,700 1,700 1,700 1,700 1,700 1,700
Seed flax 2,154 1,774 1,774 1,457 1,457 1,457 1,457
Protein crops 1,609 1305 1,325 1,088 1,088 1,088 1,088
Set-aside 1,411 1,162 1,162 954 954 954 954
Simplified scheme
Cereals, oil seed plants, protein
crops and seed flax 1,114 917 917 753 753 753 753
Average regional cereal yield, tn/ha 34 2.8 2.8 23 2.3 2:3 23
Av. regional oil seed plants yield, tn/ha  1.59 1.59 1.59 1.59 1:99 1.59 1.59
Mandatory set-aside, lower limit ha 27.1 329 329 40.0 40.0 40.0 40.0
CAP AID
Special beef premium 639 639 639 639 639 639 639
extensification premium 213 213 213 213 213 213 0213
Suckler cow premium 1,027 1,027 1,027 1,027 1:027" 1027 1,027
extensification premium 213 213 213 213 213 213 213
Annual ewe premium 102 142 142 142 142 142 142
LFA AID
- objective 6-area: FIM 990/unit
- other LFA areas: FIM 950/unit
ENVIRONMENTAL AID
Cereals, oilseed plants, protein
crops, starch potatoes 1,053 597 400 253 253 253 253
Grass and other crops 1,727 850 850 850 850 850 850
Perennial plants 4,409 4409 4,409 4409 4409 4409 4409
- vegetables (field production) 1,727 1727 1,727 1,927 1,727 1,727 1,727
- set-aside, perennial green fallow 597 400 0 0 0 0 0
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Appendix 7, continued.

NATIONAL AID FOR AGRICULTURE AND HORTICULTURE

Unit

1996

1997

Preliminary aid level
1999 2000-
FIM/unit FIM/unit FIM/unit FIM/unit FIM/unit

1998

A. TRANSITIONAL AID

Production aid for animal husbandry

A- and B-areas excl. Archipelago

Milk FIM/kg
Male bovines 215 months FIM/slaughtered animal
-7 -, beef races and crossings 2
Heifers =12 months, male bovines 11-14 months -2
Dairy cows -7
Ewes -7
Pigs -7
Broilers FIM/100 slaughtered animals
Laying hens FIM/animal
C-area excl. Archipelago

Milk FIM/kg
Male bovines 215 months FIM/slaughtered animal
- ” -, beef races and crossings -7
Heifers =12 months, male bovines 11-14 months ="a
Dairy cows -7
Ewes -7
Pigs -7
Broilers FIM/100 slaughtered animals
Laying hens FIM/animal
Archipelago, A- and B-areas

Milk FIM/kg
Male bovines 215 months FIM/slaughtered animal
- - beef races and crossings -2
Heifers =12 months, male bovines 11-14 months -7
Dairy cows =7
Ewes -7
Pigs -7-
Laying hens FIM/animal
Archipelago, C-areas

Milk FIM/kg
Male bovines =15 months FIM/slaughtered animal
-7 -, beef races and crossings -7
Heifers =12 months, male bovines 11-14 months -7

Dairy cows -7
Ewes -7
Pigs i
Laying hens FIM/animal
Production aid for arable crops

Starch potatoes FIM/kg
Malting barley FIM/kg
Wheat FIM/kg
Rye FIM/kg
Sugar beet FIM/kg

0.52
1,787
2,184
1,024

138
226
210
240

32

0.52
1,787
2,184
1,024

138
226
210
240

32

0.62
2,864
3,501
1,730

138
349
247

40

0.62
2,864
3,501
1,730

138
349
247

40

0.027
0.16
0.23
0.25

0.046

0.45
1,609
1,966

922
124
203
192
213

26

0.33
1,279
1,564

648
46
162
163
179
21

0.55
2.578
3,151
1,558

124
314
215

31

0.44
2357
2,880
1,354

46
278
200

26

0.018
0.11
0.18
0.19

0.032

0.42
1,447
1,769
830
113
183
168
192
24

0.19
794
970
388

108
89
106
11

0.49
2,319
2,835
1,402

113
283
198

29

0.23
1,064
1,300

700

169
105
14

0.011
0.08
0.11
0.11

0.020

0.37
1,304
1,594

746
101
165
151
173

20

0.08
510
624
178

51
43
44

0.45
2,087
2,551
1,262

101
235
179

25

0.08
510
624
178

90
43

0.006
0.04
0.05
0.05

0.009

0.35
1,174
1,435

671

91
148
143
164

cocoococoocooo

0.42
1,878
2,296
1,136

229
169

(=== = B = =

cCoOOoOoo
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Appendix 7, continued.

Preliminary aid level

1996 1997 1998 1999 2000-
Unit FIM/unit FIM/unit FIM/unit FIM/unit FIM/unit
Transitional aid per hectare
Pea (for human consumption) FIM/ha 600 415 267 120 0
Hectarage support for other crops
excl. set-aside and pea (for human consumption) FIM/ha 190 125 68 23 0
Aid for horticultural products grown in the open
Apples (max.) FIM/ha 2,750 1,970 1,267 608 0
Vegetables, A (max.) FIM/ha 4,800 3,450 2,270 1,132 0
Vegetables, B (max.) FIM/ha 4,100 3,000 1,998 1,040 0
Vegetables, C (max.) FIM/ha 4,100 2,600 1,649 770 0
Berries, A (max.) FIM/ha 27501 1,950 1,267 608 0
Berries, B ja C (max.) FIM/ha 1,900 1,350 850 385 0
Aid for young farmers, A- and B-areas FIM/ha 200 150 85 39 0
Storage aid for horticultural products, AB-areas (max.)
Storage with heating systems FIM/m? 114 108 105 95 90
Other storages FIM/m’ 76 72 71 67 63
Aid for horticultural products A- and B-areas (max.)
>7 months FIM/m? 100 72 68 62 55
2-7 months FIM/m? 50 36 34 31 28
Aid for horticultural products C-area (max.)
>7 months FIM/m? 100 72 44 20 0
2-7 months FIM/m? 50 36 22 10 0
Transitional aid per headage or per livestock unit
A- and B-areas
Aid for animal husbandry, suckler cows FIM/animal 570 540 486 437 393
- -, SOWS FIM/animal 1,440 1,380 1,246 1,122 1,063
- " -, hatching broiler FIM/animal 58 52 47 42 40
-7 -, hatching turkey and other hatching poultry FIM/animal 85 75 69 62 59
-7 -, goats incl. aid for milk FIM/animal 15500 1,386 1,211 1,085 51,028
Additional aids, Archipelago and
some local authorites
Cattle and ewes FIM/LU Lols . 53070 .37 0280 SRS
Dairy cows, Ikaalinen etc. FIM/LU 380 360 324 292 263
Hartola, Mintyharju FIM/LU 285 270 243 219 197
Male bovines, Tkaalinen etc. FIM/LU 315 297 267 241 217
Kiikoinen etc. FIM/LU 95 90 81 73 66
Ewes (in local authorities mentioned above) FIM/LU 650 585 527 474 427
Aid for animal husbandry, chickens FIM/animal 246, 1.50 143 136 - 122
- -, horses FIM/LU 2,900 2,250 2210 1,925 1,800
C-areas
Aid for animal husbandry, suckler cows FIM/animal 570 450 298 154 0
- -, SOWs FIM/animal 1,440 1,132 638 270 0
- ” -, hatching broiler FIM/animal 58 42 26 12 0
-7 -, hatching turkey and other hatching poultry FIM/animal 85 65 38 17 0
- " -, goats incl. aid for milk FIM/animal 1500 1,157 822 374 0
- -, chickens FIM/animal 2.46 1.10 0.35 0.00 0
- " -, horses FIM/LU 2,900 2,250 1,530 770 0
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Appendix 7, continued.

1996

1997

Preliminary aid level
1999  2000-
Unit  FIM/unit FIM/unit FIM/unit FIM/unit FIM/unit

1998

B. NORTHERN AID

Aid per livestock unit

Aid for animal husbandry, suckler cows
C1

Aid for animal husbandry, male bovines >6 months

Gl

C2

C2North.

C3

Cc4

Aid for animal husbandry, ewes and goats
€1

c2

C2North.

C3P1-P2

C3P3-P4

C4P4

C4P5

Aid for animal husbandry, horses
€l

c2

C2North.

C3

C4

Aid for animal husbandry, pigs
Cl

Aid for animal husbandry, poultry
Cl

Cc2

C2North.

C3

C4

Northern aid paid for slaughtered animals
Male bovines

P1-P2

P3-P4

P35

Heifers

Cl

2

C2North. and Archipelago

G3

C4

FIM/LU
FIM/LU
FIM/LU
FIM/LU
FIM/LU

FIM/LU
FIM/LU
FIM/LU
FIM/LU
FIM/LU

FIM/LU
FIM/LU
FIM/LU
FIM/LU
FIM/LU
FIM/LU
FIM/LU

FIM/LU
FIM/LU
FIM/LU
FIM/LU
FIM/LU

FIM/LU
FIM/LU
FIM/LU
FIM/LU
FIM/LU

FIM/LU
FIM/LU
FIM/LU
FIM/LU
FIM/LU

FIM/animal
FIM/animal
FIM/animal

FIM/animal
FIM/animal
FIM/animal
FIM/animal
FIM/animal

100
150
600
1,050
2,150

650
700
1,150
1,600
2,700

650

700
1,150
3,100
3,700
4,800
6,400

coococo

590
590
900

590
900
2,400

780
1,080
1,980

460
470
780
1,060
1,640

495
540
945
1,395
2,495

1,100
1,150
1,600
2,050
3,150

1,100
1,150
1,600
3,550
4,150
5,250
6,850

oo oo

850
900
1,350
1,800
2,900

1,550
1,600
2,050
2,500
3,600

1,550
1,600
2,050
4,000
4,600
5,700
7,300

680
680
680
680
680

1,042
1,066
1,586
1,586
2,016

1,042
1,066
1,586
2,016
3,216

780
1,080
1,980

1,080
1,100
1,400
1,650
2,160

1,117
1,167
1,617
2,067
3,167

2,000
2,050
2,500
2,950
4,050

2,000
2,050
2,500
4,450
5,050
6,150
7,750

1,155
1,155
1,155
1,155
1,155

1,416
1,452
1,937
1,937
2,377

1,416
1,452
1,937
2,377
3,477

780
1,080
1,980

1,380
1,410
1,700
1,940
2,440

1,368
1,418
1,868
2,318
3,418

2,450
2,500
2,950
3,400
4,500

2,450
2,500
2,950
4,900
5,500
6,600
8,200

1,800
1,800
1,800
1,800
1,800

1,764
1,814
2,264
2,264
2,714

1,764
1,814
2,264
2,714
3,814

780
1,080
1,980

1,680
1,720
2,000
2,240
2,720
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Appendix 7, continued.

1996

1997

Preliminary aid level

1998

1999

2000-

Unit  FIM/unit FIM/unit FIM/unit FIM/unit FIM/unit

Northern production aid for milk

Cl FIM/kg
C2 FIM/kg
C2North. FIM/kg
G3pl FIM/kg
jesd s, FIM/kg
C3P3-P4 FIM/kg
C4pP4 FIM/kg
C4P5 FIM/kg

Northern aid per hectare
C1-, C2- and C2North. and Archipelago

Wheat, rye FIM/ha
Malting barley FIM/ha
Hectarage support for other crops excl. wheat,

rye, malting barley, feed grains and set-aside FIM/ha
Sugar beet FIM/ha
Starch potatoes FIM/ha
Vegetables grown in the open (also C3 and C4) FIM/ha
Apples FIM/ha
General aid per hectare C2-C4

€2 FIM/ha
C2North. and Archipelago FIM/ha
@3 FIM/ha
C4 FIM/ha
Hectarage aid for young farmers C1-C4 FIM/ha
Aid for greenhouse products, C-areas (max.)

>7 months FIM/m?
2-7 months FIM/m?
Northern storage aid for horticulture products (max.)
Storages with heating systems FIM/m’
Other storages FIM/m*

C. NATIONAL AID FOR ARABLE CROPS

A-area incl. Archipelago in A- and B-areas

Rye FIM/ha
Wheat FIM/ha
Malting barley FIM/ha
Hectarage support for other crops excl. wheat,

rye, malting barley, feed grains and set-aside FIM/ha
Starch potatoes FIM/ha
Sugar beet FIM/ha
Vegetables grown in the open FIM/ha
Apples FIM/ha

0.16
0.17
0.28
0.46
0.56
0.71
0.98
1.50

500
400

200
200
400
800
200

114
76

oo o

coocoo

0.26
0.28
0.37
0.54
0.64
0.79
1.06
1.58

200
70

70
785
495
845
205

200
200
360
720
180

108
72

260
260
110

110
135
270
900
205

0.34
0.34
0.44
0.61
0.71
0.86
1.13
1.65

340
170

128
1,063
595
1,199
391

170
170
340
680
170

24
12

102
68

446
446
298

213
255
510
1,445
391

0.39
0.39
0.49
0.67
0.77
0.92
iS5
1.71

462
231

173
1,251
655
1,425
531

154
154
308
616
154

42
21

92
62

606
606
404

289
347
693
1,848
531

0.45
0.45
0.53
0.71
0.81
0.96
1.23
|

576
288

216
1,440
720
1,692
662

144
144
288
576
144

58
29

86
58

756
756
540

360
432
864
2412
662
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Appendix 7, continued.

Preliminary aid level
1996 1997 1998 1999 2000-
Unit  FIM/unit FIM/unit FIM/unit FIM/unit FIM/unit

B-areas

Rye FIM/ha 0 200 361 49] 612
Wheat FIM/ha 0 200 361 491 612
Malting barley FIM/ha 0 70 213 289 396
Hectarage support for other crops excl. wheat,

rye, malting barley, feed grains and set-aside FIM/ha 0 70 128 173 216
Starch potatoes FIM/ha 0 135 255 347 432
Sugar beet FIM/ha 0 270 510 693 864
Vegetables grown in the open (incl. Archipelago) FIM/ha 0 450 850 1,155 1,692
Apples FIM/ha 0 205 391 531 662
Other national aid for arable crops

A- and B-areas, grass (suckler cow farms) FIM/ha 0 330 510 693 864
C1-, C2- and C2North., feed grains FIM/ha 0 70 128 173 216

Aid during the transtitional period:
Conversion factors with which the average number of animals is multiplied:

Dairy cows 1 Horses >6 months

Suckler cows 1 Mares for breeding, incl. ponies 1
Other bovines >2 years 1 Finnish horses 0.85
Other bovines 0.5-2 years 0.6 Other horses and ponies, 1-3 years 0.6
Ewes, goats 0.15

Nordic aid:

Conversion factors with which the average number of animals is multiplied:

Dairy cows 1 Broilers 0.0053
Suckler cows 1 Chickens 0.0027
Male bovines, other bovines >2 years 1 Hatching broilers and other poultry 0.026
Male bovines, other bovines >0.5-2 years 0.6 Horses >6 months

Ewes, goats 0.15 Mares for breeding, incl. ponies 1
Sows, boars 0.7 Finnish horses 0.85
Pigs 0.23 Other horses and ponies, 1-3 years 0.6
Laying hens, turkeys, other poultry 0.013

The local authorities in different areas:
Pl = County of Oulu: Haukipudas, Kiiminki, Oulu, Utajirvi, Ylikiiminki, Parts of Oulunsalo
P2= County of Lapland: Kemi, Keminmaa, Simo, Tervola, Tornio
County of Oulu: Hailuoto, Hyrynsalmi, i, Kuhmo, Kuivaniemi, Yli-li
P3 = County of Lapland: Kemijirvi, Pello, Ranua, Rovaniemen mlk, Rovaniemi, Ylitornio
County of Oulu: Pudasjirvi, Puolanka, Suomussalmi, Taivalkoski
P4 = C3: County of Lapland: Posio, County of Oulu: Kuusamo
C4: County of Oulu: Kolari, Pelkosenniemi, Salla, Savukoski; Parts of Kittild and Sodankyli
P5= County of Lapland: Muonio, Enontekid, Inari, Utsjoki; Parts of Sodankyld and Kittild
Archipelago: Parts of areas C1 and C2.
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