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Abstract 

Hartikainen, Timo. 1997. Agriculture in Finland: Northern farming and the European Union. 
European parliament, Directorate-General for Research, Division of Agriculture, Fishing, 
Forestry and Rural Development. Working document W-40. 66 p. 

Finland joined the European Union in 1995 along with Sweden and Austria. Membership 
brought dramatic changes to the agricultural sector in Finland. Due to the northern location of 
the country, conditions are unfavourable for agriculture. The growing season is short (180 to 
130 days), yields are lower than in central Europe, and average holding size is small. Regional 
variation in conditions is large, which has caused plant production to concentrate in the 
southern Finland, the middle and northern parts emphasising meat and milk production. 

The terms of accession set the production quotas for basic agricultural products near the levels 
during the preceding reference period. Border controls were abandoned as fi-om day one. In 
addition to the aids regime within the common agricultural policy, the Co-financed aid for less- 
favoured areas was granted for 85 % of the agricultural area and Co-financed environmental 
aid for the whole country. Degressive national aid was authorised for the five-year transition 
period as well as national aid for northern areas above the 62nd parallel. A new objective 6 
was created for the Structural Funds, covering 68 % of the country and 16.7 % of population. 

Change in producer prices, input prices and agricultural aid created need for considerable 
structural adjustment in the farming sector. Prices were cut by about half compared to time 
before membership, hitting especially cereal and milk production. Decrease in input factor 
prices was around 15 %. In order to overcome the income loss, the number of active 
agricultural farms, 91 O00 in 1994, is expected to decrease roughly by half to the year 2005. 
Maintenance of employment and population in the rural regions is threatened, and 
compensative livelihoods are being sought fiom further processing, forestry, organic farming, 
non-food production, and fm-based non-farming enterprises. 

Keywords agriculture, Finland, European Union, farming, forestry 
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1. INTRODUCTION 

Finland became a member of the European Union in the beginning of 1995, which meant in 
principle that Finland became obliged to follow the common agricultural policy (CAP). Finland 
has its share of decisive power in the policy-making, but as a relatively small country its main 
efforts will be concentrated on the implementation of the CAF' on the national level. For the 
Finnish agriculture the change was dramatic - neither farming nor any other sector had 
experienced such an evolution overnight. 

When countryside is defined as including all the uninhabited areas, non-urban hFbitation and 
the townships below 500 inhabitants, it covers 98 % of Finland's surface and 22 % of the 
population (1993). Thus it can be said that Finland is one of the most rural countries in the 
Western Europe. Typical features for the Finnish countryside are low density of habitation, 
long distances, and low intensity of land base utilisation. If the Finnish municipalities are 
classified according to their rurdurban characteristics, the division becomes as follows 
(vironen 1996, M" 1/1997): 

-34 urban townships 
-84 rural municipalities in proximity of townships 
-230 rural municipalities in the central agricultural regions 
-93 rural municipalities in peripheral agricultural regions 
- 14 archipelago municipalities 

The Finnish fanning sector has been subject to almost continuous structural change since the 
second world war. In the aftermath of the war, the food shortages were overcome by 
increasing the agricultural production, which resulted in the increase of the number of small 
holdings. In the 1960's the tendency was towards specialisation into either plant or animal 
production. The share of plant growing farms increased rapidly. Since the mid-l970's, the 
central objective of the agricultural policy has been to decrease the surplus of agricultural 
products. This has been difficult despite the decreasing number of active farms, because the 
yield and production levels have increased at the same time. (Ylätalo 1996) 

The conditions of agriculture in Finland are in general worse than in the old member states. 
The growing season is shorter and the effective temperature sum is lower (figure 1). The 
choice of plants to be grown is limited and the yields are lower. The agricultural holdings are 
smaller on average. This combined with the need for heavy-duty production buildings to 
shelter animals, fodder and equipment for the winter season causes relatively high capital 
costs. Labour intensity is high due to the small holding size, and as a result the production 
costs altogether are higher than for the main competitor member states. (Kettunen and Niemi 
1994) 
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Figure 1. ?he beginning of the sowing season made news 50 years ago as well as to+. 

Helsinrin Sanornat 5 Mm. 1947: 

"(. . .) Field works have already been started on 
the south-facing fields. The proper sowing 
season is anyhow likely to begin only around 
mid-May. (...y 

(reprint 5 M ~ J  1997, photo by Hede) 

Helsingin Sanornat 28 April, 1997: 

"Sowing will be started alter the 1st May al 
least in the Southern Finland. The frost has 
already melted and farmers are waitmg for 
warming of the weather - eagerly because in 
the Southern Sweden the sowing works have 
dready been done. The most impatient 
f a x m e r s  are tilling their fields and sowing the 
z l y  potato. Elsewhere in the country the 
season must still wait because of the frost. On 
he level of Tampere and in the Southem 
3strobothnia there was still 30-40 cm of frost 
soil last week. (. . .)" (Pellervo Alanen, photo 
>y RantaLehtikuva) 

The F;innish studies on the country's agricultural sector provide a comprehensive analysis of 
the sector as a whole, and various statistical publications enable comparisons between 
countries. In the first half of the 1990's' a significant effort was put in Finland into analysing 
the possibility of joining the EU and from 1994 on into analysing the consequences of the Act 
of Accession. Some studies with stronger Community orientation also have dealt with the 
entry of new countries in 1995. 

In the other member states, probably only experts on agriculture are already familiar with the 
actual farming practice in Finland and Northern Sweden. Therefore a short introduction to the 
practical farming in the northernmost conditions of the European Union seems necessary. For 
clarity and because of a limited time frame, this report deals with Finland only. Also, there is 
need for summarising the main points of both the process of accession and of the Finnish 
experiences so far. 
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The report aims at describing the Finnish agriculture which in speech is oRen characterised as 
arctic. Although from a strictly climatic viewpoint this is not true for most of Finland’s 
surface, the term describes well the psychological effect of belonging to the most northern 
areas in the world where agriculture still can be practised. 

Chapter 2 summarises the context of European integration and common agricultural policy for 
the entry of new member states. A short description of the farm sector as a whole is given to 
the reader in Chapter 3, together with introduction to the farming itself. The accession of 
Finland to the European Union is described in Chapter 4 focusing on the results of 
membership negotiations, the agricultural and regional development supports, and on the 
impacts of the membership in Finland. 

As the study mainly synthesises previous research related to the wide and complex sector of 
agriculture, it is bound to a rather general level of presentation. For example, mány technical 
or monetary details of the agricultural aid system and instruments for regional structural 
development are excluded to keep the contents in balance. The readers are kindly encouraged 
to follow references to the original publications when more detailed information is required. 
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2. B.ACKGROUND OF THE STUDY 

2.1. Role of agriculture in the European integration 

Background of the integration process 

The process of European integration was started in the early 1950's based on the idea that 
peaceful development would be possible only if the most essential resources (so far subject to 
national policies) were governed by common institutions. Thus, if sovereignty of the nation 
states regarding these essential areas was delivered to a common body, the danger of conflicts 
would be diminished. This line of thinking lead into the creation of the European Coal and 
Steel Community (ECTS) to govern the two most central areas related to energy and 
industrial raw materials, European Economic Community (EEC) to create a common market, 
and the Euratom, which was to focus on the peacefid usage of the nuclear technology. 

Role of agriculture 

In the late 1950's agriculture was electorally and economically important. In France over 20 % 
of the working population, and in Italy over 30 %, were engaged in agriculture and people 
living in cities often had family ties with the land. In the whole Europe of Six, some 17.5 
million people were working 65 million hectares of agricultural land. The conditions were 
extremely diverse, for example as regards the size and characteristics of holding, yield, 
contribution to gross domestic product, and income level. In a way, there was nothing 
common in the sector of agriculture within the six countries, but rather variety and contrast. 
(Swixlbank 1996, European Parliament 1991) 

Food1 shortages had been common during and after the second world war and starvation had 
been a threat. Thus the Western European states pursued agricultural policies to protect their 
farm sectors and tried to reassure to their citizens that food security was of national concern. 
The ]pursuit of national agricultural policies was inconsistent with the inclusion of agriculture 
within the free-trading provisions of the common market. It followed that a common 
agricultural policy would have to be developed to displace national policies. When aligned 
with the logic leading to the creation of economic community, the desire to establish the 
common principles regarding the agriculture could be explained by the effects of agriculture 
on the economy and the special conditions in the sector. Both the original national concerns 
and .the concerns on the community level can be summarised into five factors (European 
Parliament 199 1): 

-to ensure stable supplies to the population was a self-evident priority. 

-the need to consolidate the influence of the sector in the economy as a whole and in 
regional policy and to create closer links between agriculture and the rest of the 
economy, especially with the processing industries. The connection is especially 
significant in rural areas where the economy is still bound up with agricultural 
production. 
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-the need to stimulate the structural changes required for farmers to benefit from social 
and economic development. 

-the potential role of the common management of agricultural policy, in guaranteeing a 
reasonable balance between economic and ecological considerations. This means 
ensuring sound farming practices in a number of regions affected by pollution problems 
and the threat of degeneration of the rural environment. 

-the establishment of the common agricultural policy over a large geographical area 
offered the possibility of creating an adequate framework for achieving market 
stability. Opening of new markets, a greater degree of competition, improved supply 
levels leading to more affordable prices all tend to benefit both producers and 
consumers. 

‘ 
Common agricultural policy 

The Treaty of Rome (1957) on the European Economic Community defined the bases and 
objectives of an agricultural policy that was designed for the Community as a whole, so called 
common agricultural policy (CAP). Article 38 in the treaty states that “The common market 
shall extend to agriculture and trade in agricultural products. (...) The operation and 
development of the common market for agricultural products must be accompanied by the 
establishment of a common agricultural policy among the Member States.” 

Article 110 sets out the objectives of community trade policy as to contribute to the 
harmonious development of world trade, the progressive abolition of restrictions on 
international trade and the lowering of customs barriers. This article was to be applied to the 
trade of agricultural products also. Article 39 of the Treaty of Rome sets out the objectives of 
the CAP as follows (European Union. Selected instruments ... 1995): 

(a) to increase agricultural productivity by promoting techcal progress and by 
ensuring the rational development of agricultural production and the optimum 
utilisation of the factors of production, in particular labour; 

(b) thus to ensure a fair standard of living for the agricultural community, in particular 
by increasing the individual earnings of persons engaged in agriculture; 

(c) to stabilise markets; 

(d) to assure the availability of supplies; 

(e) to ensure that supplies reach consumers at reasonable prices 

The second listing of Article 39 specifies three issues to be taken into account when working 
out the common agricultural policy and the special methods for its application: 

-first, the particular nature of agricultural activity, which results fi-om the social 
structure of agriculture and from structural and natural disparities between the various 
agricultural regions; 

-second, the need to effect the appropriate adjustments by degrees; 
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-third, the fact that in the member states agriculture constitutes a sector closely linked 
with the economy as a whole. 

The common agricultural policy was established in 1962. It was based on three principles. The 
first was that there should be a single market in all agricultural products, and for this to work 
common market rules were necessary. The second part saw that all member states had to show 
preference to products grown within the community, resulting in duties being imposed on 
imports so that they became more expensive than competing home products. In parallel with 
this, a system of export subsidies was put in place to enable community products to be 
competitive on world markets. Thirdly, the financial subsidies to farmers were pooled to make 
sure that no one member state was unfairly propping up its own agricultural sector. Thus the 
community budget became the main financial instrument for operating and managing the CAP. 
(European Commission 1996c) 

The community agricultural policy is determined primarily on the basis of the market and price 
policy centred on the common market organisations (CMOS) and the socio-structural policy 
guiding the adaptation of agricultural structures (production systems, size of holdings, training 
of farmers, etc.). The CAP also uses instruments such as the external trade policy and 
legislative harmonisation. The main source of funding is the European Agricultural Guidance 
and Guarantee Fund (EAGGFREOGA). Other consultative and management committees 
include a Special Committee on Agriculture (offshoot of the committee of permanent 
representatives, COREPER), a Standing Committee on Agricultural Structures, and the 
Management Committees and Regulatory Committees, which are perhaps the most important 
of all. these bodies. Two major professional organisations at the European level are the 
Comnittee of Agricultural Organizations in the EEC (COPA) and the General Committee for 
Agricultural Cooperation in the EEC (Cogeca). 

The European Commission presented in 1994 a plan for reforming the common agricultural 
policy. The two central principles of the plan were, first, to let the prices of agricultural 
products to decrease to the world market level, and second, to transfer the responsibility on 
agricultural aids back to the member states themselves. This plan complied to the view that the 
community farming sector is in a way bipolar. On one hand, the part of the sector that has the 
abilities needed in efficient production would be allowed to compete in the international 
markets. On the other hand, agricultural aids would be directed to the regions considered 
essential in maintaining the rural strength and livelihood despite their unfavourable natural 
conditions. 

In this kind of arrangement the question would be whether the national agricultural policies 
can be adapted to the requirements of well-functioning common market. In principle, the 
conditions of newly nationalised aids would be determined by the competition policy and free 
trade of the European Union. However, at the moment the achievement of the goals of this 
reform plan seems rather distant. 

6 



2.2. New member states in 1995 

Finland applied for the membership in the European Union in March 1992. The negotiations 
on the accession of Austria, Finland, Norway, and Sweden were concluded in March 1994, 
and the referendum in Finland was held on 16 October 1994. The Act of Accession was 
ratified by the twelve members of the Union and by the acceding member states, except 
Norway, before the end of 1994. 

The new member states were described as possessing vast natural areas untouched with 
extensive ecosystems (but at the same time unpopulated or sparsely populated), big renewable 
forest resources, and high potential as a tourist goal. However, the weakly competitive 
agricultural sectors of Finland and Sweden were expected to create strong regional impacts on 
neighbouring EU countries. Structural policy and its links to agricultural policy were of 
considerable importance in the accession negotiations, for the following reasons (European 
Commission 1996% b): 

1. Structural policies have traditionally been of major importance in the new member 
states, although their purpose and instruments differ fiom those of the Community. 
The living and working conditions in large areas of the Nordic countries are especially 
hard and the low population density and long distances have shaped a regional policy 
that aims to maintain population levels, prevent unemployment, and protect income in 
the peripheral regions. 

2. While living standards in the new member states were once high, they have felt the 
effects of the recent economic crisis more than the Union. In 1992, GDP per capita in 
Finland was 86 % of the Community average, as against 99 % in 1989. Unemployment 
in Finland rose fiom the 4 % of 1990 to 17 % of the workforce in 1993, and still 
higher after that. Similar development, though somewhat milder, took place in 
Sweden. Structural measures relating to employment are thus imperative in these 
countries. 

3. Social policy has a particular influence on agricultural policy in these countries. The 
producer prices in Finland and Austria are generally double those in the Union of 
twelve. Structural measures must therefore accompany their integration into the 
common agricultural policy, to offset the shock of accession. 

Before the joining of Finland, the latest entrants were Greece in 1981 and Spain and Portugal 
in 1996. The natural production conditions in these countries are also significantly worse than 
in the main agricultural regions of the EU, but the membership did not have as severe 
consequences as in Finland. The economic production conditions of the farms remained largely 
the same, as the prices of products and inputs were altered only little and the relative prices 
stayed same. In Finland the price relations were changed significantly to the unfavourable 
direction fiom the farmers’ point of view. (Ryhänen and Sipiläinen 1996) 

To provide an appropriate response to these problems, the Act of Accession provided for the 
introduction of new Union structural policy instruments while simultaneously strengthening 
traditional measures. Particular provision was made for (European Commission 1996a, b): 
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-the establishment of objective 6 (Development and structural adjustment of regions 
with an extremely low population density) 

-making Burgenland (Austria) eligible under objective 1 (Structural adjustment of 
regions whose development is lagging behind) 

-funding for the other objectives that provide, in the case of Sweden and Finland in 
particular, for job creation under objectives 2, 3 and 4, and in the case of Austria and 
Finland, for structural measures under objectives 5a and 5b to facilitate the integration 
of their agriculture into the CAP and their fishing industry into the common fisheries 
policy. 

The negotiation results related to objectives 1 and 6 were considered successhi in the 
countries-candidates. The structural policy in general is significant in all the gew member 
states. As the three countries are estimated to be net contributors, the repayments through the 
Structural Funds have a great symbolic value and publicity. 

After the accession of Austria, Finland and Sweden, the European Union consists of 15 
member states. Table 1 presents the wooded and agricultural areas in the three new member 
states and in the old EU of 12. Finland can be classified as one of the small agricultural 
producers. The Finnish agricultural holdings represent only 2.5 % of the number of holdings in 
the whole EU. Of the utilised agricultural area, the new countries together cover 6.8 % and 
Finland 1.9 %. The wooded areas in the three new countries represent almost 45 % of the 
wooded area in the EU of 15, and Finland’s share alone is 22 %. 

Table 1. Land gpes in Finland, Sweden, Austria, and the European Union of 12, year 1993 
(I O00 ha)(IEurostat 1995). 

Finland Sweden Austria 

106 i 579 j 1 985 -Permanent grassland 
56 268 2 504 2 780 1 422 -Arable land 
EU 12 

Utilised agr. area 2 610 3 359 
Wooded area 23 222 22 323 3 241 60 626 

........................................................................................... ............................................................................................. .............................................. 

........................................................................................... .............................................................................................. 128 676 i .............................................. i 3 482 
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3. AGRICULTURE AND FARMING PRACTICES IN FINLAND 

3.1. Natural conditions 

Climate and soil 

The present natural environment in Finland has developed during the last 10 O00 years only, 
that is, after the latest ice-age period. During the glacial period, ice moved great amounts of 
land, and when the ice melted, these loose soils gathered into high hills. The flows of melting 
water moved the loose soils along rivers and as a result, fruitfül areas were formed at the 
deltas of the rivers. Otherwise, land is bare and rocky. (Kettunen 1993) 

The main part of Finland belongs to the boreal zone of coniferous forest belt. This zone ranges 
in the lengthy nation from the southern coast to the northern Lapland, and thus it is 900 - 
1 O00 km broad. In Sweden the zone turns south-west along the mountain range. In Norway 

the boreal zone covers the main part of the northern coastline. A narrow belt of the Southern 
Finland belongs to the hemiboreal or temperate zone of mixed forests. In Finland this zone is 
still dominated by spruce and pine forest. The birch and fell zone (arctic-alpinic zone) in 
northern Lapland, consisting of stunted forest and treeless tundra, can be considered a part of 
the sub-arctic zone that goes around the globe. The existence of a genuine arctic zone in the 
Fennoscandia is a question of defìnition, but in some vegetation maps a narrow slip of the 
coast of the Norwegian Sea and Barents Sea is classified as arctic. (Kalliola 1973) 

The climatic conditions in Finland fiom the viewpoint of agriculture have been summarised for 
example by Kettunen (1993), whose article is followed in the description below. Finland is 
situated between the 60th and 70th parallels, but however, the climate is somewhat more 
favourable than the geographical location implies. Because of the Gulf stream in the Atlantic 
Ocean, the average temperature is about 6 "C higher in Finland than on the same latitude in 
other parts of the world. 

Conditions for agriculture are harsh in the north, but some agriculture is practised also there. 
The length of the growing season varies fiom the 180 days (six months) of the southern coast 
to the 130 days (four months) in Lapland. The daily growing time in Lapland is however 
longer, as the sun's radiation lasts almost 24 hours a day in the summer. For comparison it can 
be noted that the length of the growing season in the southern part of Sweden ranges from 
180 to 220 days (over six months), it is over 210 days (seven months) in the whole of 
Denmark, and around 260 days (almost nine months) in central Europe. 

The annual effective temperature sum (measured from above 5 "C on) is in the southernmost 
parts of Finland l 300 "C, in the middle Finland about 1 O00 "C and in Lapland about 

9 



700 "C 1. Therefore, only few crops like hay and potato can be grown in Lapland. In southern 
Finland the options are wider, although elsewhere important feed crops like maize and alfalfa 
cannot be grown in larger scale. 

In the soil classification, Finland belongs to the podsol area, which includes areas in Asia, 
Europe and North America. Precondition for this type of soil is a cool and wet climate, and 
thus the formation of humus is slow. Soil is sour and only big plants can effectively utihse the 
nutrients. About 74 % of the land belongs to mineral lands, the rest being organic lands. Of the 
mineral lands, 30 % are fine sand and 19 % clay. Organic lands are peat or mull soils. 
(Kettunen 1993) 

There is frost occasionally during the growing season in western and northern parts of the 
country, but the frost damages usually are relatively small. The rainfall is 550-650 millimetres 
per year and it is larger than the evaporation. The precipitation is mostly sufficiënt and only a 
little irrigation is applied usually to vegetable and potato fields. The seasonal distribution of 
rainfall is unfavourable, as it rains more in the autumn than in the spring. Thus, for example, 
some crops suffer from drought in the spring, whereas the rains may disturb harvesting in the 
fall or cause decrease in the crop quality. 

Snow covers the land in the winter, which has both positive and negative effects. Snow 
protects the crops physically and improves the quality of soil, but it may also cause damages. 
Cold winters also restrain plant diseases and growth of insect populations. In general, the 
weather conditions in Finland are unstable. The length of the growing season and precipitation 
vary from one year to another, as well as yields. (Kettunen 1993) 

Regional variation 

Due to the unfavourable natural condition in Finland the yields are about 40-50 % lower than 
in central Europe. Within the nation, regional differences are large. Plant production 
concentrates in southern and western parts, while grass growing is dominant in eastern and 
northern parts of the country. Winter crops, which usually give higher yields than spring crops, 
are of minor importance. Niemi et al. (1995) divide Finland into four regions following the 
agricultural conditions and the demarcation of rural livelihood districts (figure 2). 

For example: if the mean temperatures for five days are +6, +2, +IO, +3, +9 , then the effective temperature sum above 
5 "C is: calculated as 1+0+5+0+4=10 "C (or degree days, d.d.) 
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Figure 2. Division of Finland into main agricultural regons according to Niemi et al. 
(1995). 

Southern Finland covers in this division the districts of Uusimaa, Turku, Satakunta, Häme, 
Kymi and Pirkanmaa as well as the province of hand Islands. This region includes about half 
of the total agricultural area, that is about 1.2 million ha. The soil quality is significantly above 
average. Of the fields in the Southern Finland, 65 % belong to the best class (IA), and the 
region covers 73 YO of the fields belonging to that class in whole country. The length of the 
growing season is 165-180 days and the effective temperature sum is 1 200 - 1 300 "C. The 
climatic and soil conditions allow a diversified plant production in the region. 

Inner Finland covers the districts of Mikkeli, Kuopio, Pohjois-Karjala (Northern Karelia) and 
Keski-Suomi (Central Finland). This region covers 20 % of the field area, about 500 O00 ha. 
The soil quality here is worse than in Southern Fmland, though it varies strongly within the 
region. The growing period is 160-165 days long and the effective temperature sum is on 
average 1 100 - 1 200 "C. Plant production concentrates on fodder crops and hay. 

The region of Ostrobothnia covers the rural districts of Etelä-Pohjanmaa (Southern 
Ostrobothnia), Keski-Pohjanmaa m d d l e  Ostrobothnia) and Vaasa, together with the main 
part of the Oulu district. This region covers roughly one fourth of the total field area, about 
600 O00 ha. The length of the growing season is 150-1 55  days and the effective temperature 
sum on average 900 - 1 100 "C. Emphasis of plant production is on fodder crops and hay. 
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The region of Northern Finland, covering the districts of Kainuu and Lappi (Lapland) 
together with parts of the Oulu district, has the largest geographical surface in the division by 
Niemi et al. (1995). Despite this, there is only about 150 O00 ha fields, corresponding to 6 % 
of the whole country. Plant cultivation is dominated by hay, although growing cereals is well 
possible in the southern parts of the region. The length of the growing season in the south 
145-155 days, but in the north it is below 120. Respectively, the effective temperature sums 
range from 1 100 to 500 "C. 

The differences in natural conditions within the country are reflected in the division of field 
and domestic animals by region (figure 3). 

Figure 3. The amounts ofjìeld and animals by re@on in 1994 (Niemi et al, 1995, M" 
1995) 
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3.2. The farm sector 

Scale and signljìcance of agriculture 

Agricultural land (field and gardens) represents 8 % of the land surface of Finland, that is 
about 2.5 million hectares. In 1995, roughly 85 %O of that land was in active cultivation. The 
number of agricultural holdings bigger than 1 ha was 170 O00 in 1995. Mean size of these 
holding was 75 ha, of which 12 ha of field in cultivation and 45 ha of forest. Slightly more than 
half of the holdings (90 000) was engaged in active agricultural production in 1996 and their 
mean field area was 20 ha. ( M "  21'1997) 

The Finnish agriculture is based almost absolutely on family holdings. Private persons own 80 
YO of the holdings, about one fifth belong to estates of heirs or to family-owned companies, 
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and one per cent to other owner groups (companies, state, municipalities, churches, 
foundations). Private ownership covers 84 % of the arable land area. (Niemi et al. 1995) 

One third of the farmers are fùll-time (receiving 75 % of their income from agriculture and 
forestry). Most of the farms generate their total income from several sources. In typical multi- 
sourcing holdings, the women go to work outside the farm. For men, the most common 
external source of income is small business, for example machinery contracting (forestry, road 
maintenance, excavation, etc.). In the mid 1990's, 130 O00 persons were employed in the 
agriculture. Farming has a share of about 2.6 % of the GDP; 5.4 YO if counted together with 
forestry. In the 1960's, the latter figure was still 20 %. The food processing sector as a whole 
is clearly bigger employer and its share of the GDP is about 15 %. The significance of 
agriculture and forestry varies however between regions, and may range between 10-30 % in 
eastern and northern Finland. 

Main lines of production 

Figure 4 shows the distribution of the main lines of agricultural production by the four regions. 
The main lines of agricultural production are shortly outlined below the figure. 

Figure 4. The share of holdings (%) by production line for each regon in 1994 (Niemi et al, 
1995, "4 1995). 

I I I 

Animal products 

Milk and beef production together represent almost half of the agricultural gross revenue. 
These f m s  represent about 30 % of the active holdings (35 O00 in 1994). About 80 % of the 
fields serve animal husbandry as pasture or growing dry hay or silage. The grasslands are 
usually cultivated, not natural pastures. Significance of dairy production increases towards the 
north. In the region of Northern Finland, over 70 % of the farms are engaged in milk 
production. 
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In the beginning of 1997, there were about 28 700 farms producing delivery milk (decrease of 
1900 farms fi-om 1995). The milk was bought by 60 dairies, and an additional 29 companies 
were engaged in milk processing. (TIKE 1997) 

Table 2. Production of animalproducts in 1996 f l K E  1997). 

Domestic meat consumption in 1996 was 3 16 million kg, near equal to the production, though 
some import and export took place especially in beef and pork. Beef production is closely 
linked to dairy production in Fdand, and specialised beef cattle farming is relatively rare. In 
1994 there were about 10 600 farms engaged in cattle other than for milk production. Of 
those, about 9 700 reared beef cattle. Southern Finland and Inner Finland had each about one 
third of these farms, Ostrobothnia about one fourth, and Northern Finland less than 10 %. 

The number of pig farms has decreased along the structural change in agriculture. In 1994 
there were about 10 O00 farms raising pigs, and 6 700 of those were specialising on pig 
farming (6 % of the total number of farms). Of these farms, 2 800 were piggeries, 2 600 pork 
producing, and 1 200 combined production. Pig farming is strongest in Southern Finland and 
Ostrobothnia (Turku, Satakunta, Häme, Etelä-Pohjanmaa and Vaasa). 

Chicken were registered on about 10 O00 farms in 1994 - including all farms with more than 
one chicken. The number of f m s  specialising in egg production, however, was 2 200 (2 % of 
the number of active farms). Number of f m s  specialising in eggs or poultry was 2 600. Of 
the egg f m s ,  59 % were situated in Southern Finland, 33 % in Ostrobothnia, 8 % in Inner 
Finland and only 1 % in Northern Finland. 

In 1996, there were about 2 250 fùr breeding farms. Half of these are connected to agricultural 
holdings, and they have significance in regional economies and as a source of farm income. Fur 
production is centred in the province of Vaasa (85  YO of the Finnish production). In 1995, 
Finland had a share of 60 YO of the fox fùr production in the world. Recently fur production 
has been a subject to a heated debate related to production ethics and animal rights. 

Reindeer herding, as it differs from the core agricultural production, is briefly described in 
section 3.6.4. 

Plant products 

The most common fodder cereals are barley and oats. Wheat and rye are cultivated to meet 
the domestic demand for bread cereals (table 3). The number of f m s  specialising in arable 
crops or special plants was about 37 O00 in 1994 (about one third of all f m s ) .  These lines of 
production concentrate in Southern Finland and southern part of Ostrobothnia. 
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Table 3. Cultivatedfleld areas andflnal harvests in 1996 (TIKE 1997). 

Area i Harvest 1996 Change from 1995 Yield 1996 f Yield 91-95 
1 O00 ha f millionkg Area% i Harvest% 

winter wheat 25 i 108 +92 i +l08 4 300 3 600 

wheat sum 112 i 459 +l1 j +21 4 080 i 3470 
Spring wheat 87 I 351 -1 i +7 4 020 i 3440 

Rye 35 . i 87 6 7  i +50 2460 i 2 700 
Bread cereals sum 147 i 546 +20 i +25 3 700 i 3 370 

........... .................................................................................................................................. A ............................................................ ............................. 
- " .............................................................................................. ................................................................................. ............................................................ 

Barley 543 i i 1 859 +5 i i +5 3430 -.-* i ............................. 3 370 
Oats I 374 i i 1261 

& 

Fodder cereals sum 931 f 3 162 +9 +9 3400 f 3370 

................................................................................ ............................................................ ......................................................... 

......................... ...................................................... ............................................................ +l4 i ............................................................ +l5 3 370 4 i ............................. 3 360 
Mixed cereals 14 . i 42 +27 f +20 3 030 I 3 170 

The number of farms engaged in organic farming is increasing. In 1993 there were about 1 600 
organic farms (27 O00 ha); in the end of 1996, already 100 O00 ha of field was registered as 
organic or undergoing the transition period of three years (appr. 4 500 farms). The farms are 
quite evenly distributed between the three southernmost regions with smaller proportion in the 
Northern Finland. At the present the marketing channels for organic products are being 
developed, and there are about 15 marketing agencies founded by the organic farmers. 

Also horticulture has significance as a rural livelihood (table 4). The area used for greenhouse 
production and field production of vegetables, fruits and berries was in 1995 about 18 O00 ha. 
The heated greenhouse area is about 400 ha. The number of horticulture enterprises is about 
10 000, employing more than 13 O00 permanent workers plus as many seasonal workers. 

Table 4. Production of vegetable, berries and apple i n  1996 ( T I E  1997). 

l I Area I Harvest 

I Auules I 344 I 477 

* Strawberry 80 % 

~- 

Greenhouse vegetables are cultivated mostly on the west coast. Cultivation of cut flowers and 
potted plants is distributed evenly over the country. Field scale vegetables concentrate into the 
southern parts of the country, with substantial beny production (strawberry, black, red and 
white currant, raspberry, gooseberry, corresponding to almost 4 O00 ha). Fruits are grown 
only in south-western Finland, Turku archipelago and the &and Islands (apples mainly, but 
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also some plums, cherries and pears). In 1991 the total apple crop of professional cultivation 
was about 2.0 mill. kg, produced on an area of 300 ha. Area of nursery stock cultivation was 
740 ha. (Vesanto and Lehtimäki 1993) 

Holding structure 

The arable land area as well as the number of farms reached their top in the 1960’s. The total 
area of arable land in 1969 was about 2.7 million ha, consisting of almost 300 O00 farms 
whose average size was 9.0 ha. The average size of farms dropped to a low level &er the 
second world war, due to the resettlement of people fkom the lost province of Carelia into the 
agricultural sector, as well as some of the veterans that were entitled to “cold farms”, to be 
cleared and built from a scratch. (Kettunen 1993) 

The decrease in the number of holdings has been relatively rapid. In 1980, the number of 
holdings bigger than one hectare was still 225 O00 (in 1995, 170 000). The number of holdings 
in active production has been decreasing for the past three decades. Many farms withdrew 
especially in the first half of the 1970’~~  but the direction has been downwards ever after. In 
1996, the number of active f u s  was slightly over 90 000. At present, the demands of 
competitiveness and fbture survival require increasing the average holding size, which means 
fbrther decrease in the number of farms. This is the official view on agricultural policy and it is 
causing some bitterness in the farmers who feel the biggest pressures for giving up their 
livelihood. 

The biggest problems in the structure of agricultural sector in Finland are seen as the small size 
of the holdings (tables 5 and 6), production facilities becoming out-dated without 
reinvestments and the ageing farmers. The small size causes high capital costs and high labour 
cost per production unit, which makes the production costs in Finland higher than in most 
other EU countries. This weakens the competitiveness of the Finnish agriculture in the 
international markets. Better competitiveness is being sought by the means of emphasising 
high quality and special products in the agricultural production and marketing. 

Table 5. Agricultural holdings (active and inactive) by size group in Finland and the 
European Union of 12, year 1993 (Eurostat 1995). 

I Finland I EU 12 I 
Size (ha) 

3 109.1 65.3 34.1 1 <5 
Holdings (1 000) Y O  Holdings (1 000) j YO 

............................................................................................................................................................................................................................................... 49.4 
16.1 5 4 0  , 1 012.0 40.3 21 .O .............................................................................................................................................................................................................................................. 

1 0 4 0  815.2 44.5 : 23.2 ................................................................................................ ............................................................................................................................................... 12.9 
2W50 859.5 36.3 18.9 

6 298.2 100.0 191.9 100.0 SUm 
502.5 8.0 5.5 2.8 50< 

13.6 .............................................................................................................................................................................................................................................. 

16 



Table 6. Agricultural area by size group in Finland and the European Union of 12, year 
1993 @urOstat 1995). 

I I Finland I EU 12 I 
size (ha) Area (1 O00 ha) i % Area(1 O O O h a )  i % 
1 4  

293 2 11.4 5-40 
6.2 7 333 165 6.4 

7 093 4 
6.0 

l o a 0  640 24.8 11  515 9.7 
22.8 

so< 404 15.6 
11R 7CR inn n 7 5x3 Inn n Sum 
65 688 55.3 

.......... .." .............................................................................................. i ................................................ ................................................................................ 1 

............................................................................................... .............................................................................................. ................................................ 

............................................... ............................................... 4 ................................................ .. .............................................,............................................... 
2 0 4 0  27 129 -.< 1 O81 1 41.8 ............................................................................................... ................................................ ............................................................................................ 

3.3. Cropping systems 

The agricultural production is based in the first place on the utilisation of fields, and then on 
utilising the crops as animal fodder. During the slash and burn era, bread crops were cultivated 
on burnt forest clearings, nourished by the ashes and surface soil. The following stage was the 
establishment of field cultivation for the crops - animals were still kept on pasture in natural 
fields and on forest land. As the dairy farming became dominant, also hay cultivation on the 
fields became necessary to secure enough fodder for the winters. 

Today the cropping systems are based on the rotation of different plant types. By changing 
plants the growth potential of the soil can be better maintained. The rotation is typically based 
on alternation between plants with deep or low roots, plants that enhance the soil structure or 
that have a solidification effect, and nitrogen binding or consuming plants. The rotation cycle 
is adapted to the conditions and the needs of the farm. (Ryynänen and Pölkki 1981, Lampinen 
1978) 

For example, a seven-year cycle at a dairy farm could consist of fallow, winter cereal, three 
years of grass or hay, and two years of spring cereals. Figure 5 demonstrates the principle of 
field block rotation. 
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Figure 5. An example of cropping system at a dairy farm (silage, hay, fodder crops, whear). 

- 
CYCLE A 
Five years 

Il 

I GRASSI 

In Lapland, hay cropping systems may be used, rotating the field blocks between pasture, dry 
hay, and silage production. In systems based on cereals only, fallow is used to break the cereal 
monoculture. As the production situations are changing nowadays more rapidly, so called free 
cultivation system may also be used. This system means replanning each year, as there may be 
need for redirecting field usage, for example between plant production and animal fodder. This 
method requires expertise and should not be confbsed with irregular cropping system. For 
example on rented fields the rotations may become irregular if no special attention is paid. 

Dairy farms often use a separate cycle that allocates the pasture. This way, the pasture field 
can be located near the milking facilities and potable water. Also the fencing costs can be 
decreased this way. In an extreme situation, the cycle includes only grass and hay, the new 
grass being founded directly without a cover crop. Usually the pasture cycle includes a winter 
cereal, root-crops, and a spring cereal. 
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3.4. Animal production 

3.4. I .  Milk 

The'revenues of a dairy fann consist of the sales of milk ,  beef meat, and calves. The value of 
manure is usually equal to the costs of its storage, handling, and spreading. For a holding with 
25 cows, the animal feeds account for about half of the production costs, labour about 17 % 
and buildings and machinery 16 %. The remaining 17 % consist of the costs of cattle renewal, 
health care, inspections etc. (Rajala 1987) 

Although milk is usually the main product, calves are born as a by-product. This links dairy 
farming closely to the production of beef meat, together with the slaughter of COWS removed 
from milk production. Beef cattle is often used to make efficient use of otherwise empty 
animal space or surplus of domestic fodder. Although the traditional combination of milk and 
beef production may appear inefficient, it has the advantage that the animals are raised on the 
farm where they were born, without disturbing changes in the environment or feeding. 

Dairy farming has the advantage of being quite stable line of production, as incomes and costs 
can be foreseen. On the other hand, it can be converted only slowly to produce other 
agricultural products. The most common cow breeds are the Ayrshire (76 %) and Friesian (22 
YO). Remnants of a domestic breed are subject to conservation efforts. Mean annual 
production in 1996 was almost 7 O00 kg/cow. 

Proper animal shelters are necessary in the climatic conditions of Finland, and in fact the 
intensity of the rural landscape is most often determined by the presence of cow-houses. The 
milk room and the system for manure management and storage are essentials in the building. 
Milk is stored in cooler tanks and collected daily. The manure storage must have capacity to 
cover the winter season, in practice 12-1 5 m3 per cow. 

The yard-access cow-house is gaining ground, because it is less labour-demanding and has the 
advantage of more comfortable milking in a separate space, compared to the traditional fixed- 
stall type. This building type is well suited for organic farming also, as the calves can be kept 
with or near to the cows, the animals are fiee to move as they wish, and the walls and fences 
can be built to more natural, rounded forms. (Taipale 1997) 

The fodder consumption during the winter season (8 months) is as follows: 
Silage Hay 

Adult cow 8 O00 - 10 O00 kg / 10-14 m3 1 O00 - 1 500 kg / 1.7 -2.6 m3 
Heifer 2500-5000kg/3-7m3 200 - 400 kg / 0.3 - 0.7 m' 

The production of hay, silage, other fodders, and bread crops for domestic use guides the field 
operations at a dairy farm. The most common grass and hay species used are timothy grass 
varieties (Phleum pratense), red clover (Trifolium pratense), meadow fescue (Festuca 
pratensis), cocksfoot (Dactylis glomerata) and English rye-grass (Lolium Perenne). 

Silage is harvested twice or possibly three times in the southern Finland up to Kuopio-Vaasa 
level. Also the after-growth of dry hay is either harvested as silage or used as pasture. The first 
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silage harvest is started before the first ears appear in the growth. The method developed in 
Finland by A.I. Virtanen is used, based on the principle of acid fermentation in storage. 

Harvesting of dry hay begins around mid-summer before timothy comes in flower, and 
depending on the machinery follows slightly different paths. A common solution is to let the 
cut hay dry in the open air, with couple of turns-over to expose all parts. Then, if the weather 
permits to reach a moisture content below 25 %, the hay is baled and stored. As the microbes 
in badly dried hay bales were detected to cause lung diseases, supporting drying methods have 
been developed. Drying loose or baled hay indoors with cold air propellers is nowadays widely 
used, especially in difficult summers. This method allows storage and handling of hay in up to 
45 % moisture content. 

3.4.2. Beef 

Until the 1960's, beef meat was produced mainly by the dairy fárms - from milk cows and 
extra calves. In the 1970's the increasing demand for beef prompted the idea of specialising in 
beef cattle, together with deeper specialisation taking place at the dairy farms. In new 
production buildings specially planned for dairy production an animal place would be too 
expensive for raising beef cattle. This has given rise to a calf exchange system from milk f m s  
to beef farms. 

The production costs depend mainly on the cost of the fodder (60 %). Cost of the calves is 
around 14 %, buildings and facilities make on average 12 % of the costs, human labour 1 O %, 
and other costs 4 % (health etc.). (Rajala 1978) 

The calves are usually bought in the age of 2-3 weeks or sometimes in their teens, 2-3 months 
old. Self-reproducing beef cattle is in minority, but used where there is lot of pasture available, 
older buildings to be utilised, or little human work to be allocated to the production. The beef 
cattle are still mainly of the milk cow species, due to the link described above. Anyhow, the 
cow breeding is targeted simultaneously on both the milking and meat qualities. 

Small calves are kept in individual pens and those between 2-6 months in a group pen. From 
that on the animals can be kept in individual stalls. In southern Finland the beef cattle are fed 
with emphasis on energy fodder and in middle and northern Finland more silage and pasture 
fodder are used. In addition to the fodder, either full milk or skimmed milk is provided, 
depending on the production method chosen. Also rearing in free air can be used (cold 
raising), on the condition that a dry and draughtless place is provided for rest. The calves can 
be grown to the age of 5-6 months (about 100 kg) or 18 months (1 50-1 80 kg). Bulls and 
heifers are usually slaughtered in the age of 18-24 months (200-250 kg). 

3.4.3. Pork 

Production of pig meat is more sensible to the fluctuations in price and production costs, but it 
is also more flexible in adapting to the changes. In principle, five months is enough for 
adapting a pig farm into a new cost structure on optimal level. In addition to meat production, 
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the farmer can specialise in piglet production (piggery). This requires, however, larger input of 
manual labour. 

Usually the Yorkshire or domestic pig species are grown. The pigs grow from the weight of 
20 kg to 90 kg in 3-4 months. Beyond that, the consumption of fodder per kg of weight 
gained increases and the meat producer price decreases. The average slaughter weight is 80- 
100 kg. 

Fodder accounts for about 50 % of the production costs. Fodder cereals (barley/barley+oats) 
are used together with vitamins and minerals. Skimmed m&, sour milk, milk powder, potatoes 
or root plants are used as additional feed. 

3.4.4. Eggs and poultry 

Traditionally, poultry farming was focused on egg production. Meat production became one 
option &er the broiler production was started in the 1970's. Third alternative is the 
reproduction of chicken. Poultry farming is sensible to fluctuations, like pig farming. The 
fodder costs are about 60 %, renewal cost 15-20 %, labour 1 O- 13 %, facilities 8- 1 O % and the 
rest 3 % on average (heat, light, health etc.). The hen base needs to be renewed relatively 
ofken. The egg productivity is best during the first egg-laying year, decreasing to 70-75 % of 
that during the second year, and to 45-60 % in the third. In practice, after the first year about 
half of the hens are replaced. Adding to that a 15-20 % death rate, about two thirds must be 
replaced each year. 

So far, big industrial-type chicken house have produced the bulk of eggs. However, the cage 
system will be prohibited in Finland from 2005 on, for the reasons of animal protection 
(danger for the well-being of the chicken). The prohibition in whole of the EU is being 
pondered by the Commission. 

Broiler production requires even more initial capital and special skills. Production is based on 
contracting. In principle, per every 1 O00 broiler spaces, 1 O00 kg of poultry is produced five 
to six times a year. This equals roughly to 100-120 kg of poultry per m2 per year. The fodder 
cost accounts for 50-60 % of all costs and the chicken for 22 %. Along the pressures for 
structural change in the farm sector, some farmers experiment with novel species like quail, 
turkey or emu (Dromaeus). 

3.4.5. Sheep products 

The number of sheep has been decreasing since the 1950's; from over one million to around 
100 000. In 1996 there were close to 73 O00 ewes in Finland. The number of farmers holding 
ewe quotas is 2 250, of which only 400 hold a quota over 50 ewes. Small herds and scattered 
production are considered as the main obstacles of positive development. Production of sheep 
meat in 1996 was 1.4 million kg and of wool about 300 O00 kg. (Joensuu 1997) 

Sheep meat brings about 85 % of the revenue on sheep and wool the remaining 15 %. 
Production of fin hides is increasing and has clearly some demand in the modem society. 
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Sheep is able to live on weaker -pasture or fodder than most other domestic animals. The 
Finnish sheep breed has an exceptionally good combination of the various productive aspects, 
and it has been exported since 1962 to over 40 countries on all continents. An adult ewe gives 
about 2.7 kg of wool each year and a lamb about 0.75 kg; one ewe with its lambs makes thus 
about 4 kg per year. 

Sheep farming can be described as an extensive line of production, as it is most typically most 
profitable on lefi-over fields and shelters. This view, however, may need to be altered along 
the changes in farm sector. In the traditional rural society, a small herd of sheep was 
commonly held at most farms, to secure self-sufficiency in regard to both meat and wool. As 
can be expected, the present trend is towards bigger herds at few, specialised farms. This 
means that sheep husbandry is becoming part of the market economy instead of exchange 
economy. 

3.5. Plant production 

3.5. I .  Cereals 

Wheat (Triticum sp.) is one of the most important bread crops in the world 
because of the good baking qualities of its proteins, but it has a limited use 
as an animal fodder as it has a low lysine content. In Finland the area of 
wheat cultivation increased significantly only in the 193O's, coinciding with 
strong technological development in flour milling. With an appropriate 
cultivation technique, the Finnish winter wheat varieties produce as good 
quality harvest as the spring varieties. This necessitates however carefùl 
selection of the variety and securing high protein content. Wintering needs 
more attention than is the case with rye. Wheat is also clearly more sensitive 
to fiostbite, and this renders it most successfùl in the southern Finland. 

Rye (Secale cereale) is predominantly a bread crop - it is not suitable for 
fodder because unprocessed it may in fact slow down the animal growth. 
Domestic varieties dominate in Finland as their wintering performance is 
best adapted to the conditions. In addition to the winter varieties, so called 
mid-summer rye can be cultivated. It is sown in the middle of summer, e.g., 
as a mixture with oats and pea. The first green growth is then harvested in 
autumn for fodder. Spring varieties of rye have no practical significance in 
the conditions of Finland. 
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Table 7. Cultìvatìon of wheat and rye. 

Soil 

Predecessors 

.................................... 
Fertilisation 

.................................... 
sowing 

..................................... 
Growing season 

.................................... 
Harvesting 

Wheat 
-best on clay soil, some on light mineral soil 

-best yield a€ter fallow 
-af€er winter turnip rape, early barley or oats 
-bas itself a low predecessor value 
-in a wheat monoculture the yield soon decreases 
and the foot rot spreads easily 
-basic fertilisation with sufficient phosphorus and 
kalium 
-manure in correct measures of nitrogen 
-additional N can be sprayed before earing up for 
increasmgprotein content 
-in the beginning of September 
-attention to seedbed preparation 
-treatment with disinfectant necessary 
-sowing depth 2-3 cm or deeper 
-sowing density 500 sproutmg seeddm2 

-if late sowing, density increased by 10-15 % 
-spring what: as early sowing as possible (May) 
-sowing depth 5 cm on clay and sand soil, 3 cm 
or more on light, moist soils 
-weaker sprouting; 600650 live seeds / m 2  (1 80- 
260.w) ............................................................................. 
attention to removal of surface waters 
-weed and pest control if necessary, early in the 
spa 
-replators possible 
depends on the end-use of the crop 
-optimal when the growth is fully ripened 
-harvesting of seed wheat in below 25 % 
moisture content 
-sensible for damages by harvester-tresher 
-bread and fodder crops can be harvested in 
higher moisture content, if the proteins are not 
damaged by high drylng temperatures 
-successful yield is 3 O00 - 4 500 kgha 

.... - s l s ~ . v ~ e t i e s . l . b . o n . m ~ ~ ~ ~ a ~ . s o ! ~  ...................... 

.............................................................................................. 

............................................................................................ 

-1 80-200 kgma (3640 s/l O00 seeds) 

.............................................................................................. 

Rye 
-all soils; best on light mineral soil 
-on peat soil pone to ice-rind damages 
-best after fallow 
-aftex winter turnip rape, early barley or oats 
-in monoculture the m spread rapidly 
-resistant for foot rots; appropriate after long- 
established wheat cultivation 
-needs efficient basic fertilisation in autumn 
-manure in correct measures of nitrogen 
-rye starts growth early in the spring; additional 
N can be spread just after the snow has melted, 
before the soil fiost has melted 
-south and middle Fmland: end of August - 
earlier in north 
-correct tuning is important 
-if late, risks of wintering damages, weaker 
straw, and smaller yield 
-if early, increased danger of flies 
-treatment with disinfectant neceswy 
-rather shallow sowing depth, 2-3 cm 
-sowing density 500 sprouting seeddm2 
-1 10-150 kgha (22-30 8/1 O00 seeds) 

.......................................................................................... 

................................................................................................ 

................................................................................................ 

................................................................................................ 
-attention to protection from winter fimg 
-weed and pest control if necessary, early in the 
spring, not needed after thorough fallow 
-regulators possible 
-more carefully than the other cereals 
-prone for sproutmg in ear 
-optimal when ripened even (enzymes) 
-harvesting of seed rye in below 25 ?'O moisture 
content, bread rye below 35 'YO 

-long, moist straw necessitates a spacious 
harvester-tresher 
-yield 3 O00 kg/ha in south, 2 500 kgha in 
middle Finland 

.............................................................................................. 

Barley (Hordeum vulgare) has greatest significance in Finland as animal 
fodder, used especially as energy-providing fodder, but also as bread 
cereal. Another important end-user group is the beer brewing industry, 
for which malt barley varieties are grown. Spring varieties are used 
almost exclusively. The average yield is around 3 400 kgha (4 O00 
kg/ha in Sweden and EU 12, about 5 O00 kgha in Germany, France, 
and W). The slight growth of cereal cultivation area (estimated as 2 YO 
for 1997) is mainly due to barley and oats. 
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The sigmficance of oats (Avena sativa) has decreased because of the 
use of machines for working the fields (instead of horses). However, 
oats has still the biggest production volumes in Finland, due to 
prevalent sour soil types. It is considered usually as a plant for moist 
conditions, as even the most economical varieties use 20 % more 
water than barley for producing same amount of fibre. Oats can be 
grown also as a mixture with pea (Pisum JP.), especially when used 
as a fodder in domestic use. The oats-pea mixture is usehl also as 
green fodder. 

Table 8. Cultivation of barley and oats. 

Soil 

Predecessors 

.................................... 
Fertilisation 

.................................... 
sowing 

Growing season 
.................................... 
Harvesting 

Barley 
-succeeds on all soil types but not usually on sour 
soil 
-oil plants, leguminous plants, beets, potato 
-barley itself better than wheat, but worse than 
oat 
-basic fertilisation with phosphorus and kalium 
-manure accordmg to desirable nitrogen level 
-additional nitrogen solution spray before earing 
up increases the protein content in yield 
-when soil frost has melted (around May ) 
-early, best sproutmg in cool weather 
-treatment with disinfectant necessary 
-sowing depth 5 cm on dry mineral soil, 3 cm on 
moist mineral soil or organic soil 
-sowing density 450-500 sprouting seeds/& 
- 145-250 kgha (32-50 8/1000 seeds) 
-as a cover crop for grass seed 10-15 '30 less 
-weed and pest control if necessary 

-seed and malt barley in 19 - 25 'Yo moisture 
content (damages in lower mc) 
-fodder barley possibly in higher mc also 
-yield 3 O00 - 5 O00 kgha 
-carell drymg, avoiding too high temperatures 

................................................................................................ 

................................................................................................ 

........................................................................................... 

............................................................................................ 

:".E!?*.'e.gulat!?rs ...................................................... 

Oats 
developed roots; also weak or sour soils 
-imprtant especially on dried wetland fields 
-relatively low requirements for predecessors 
-value as a predecessor rather good 

-able to utilise also ample fertilisation 
-manure in correct measures of nitrogen 
-unlike for other cereals, additional nitrogen 
solution does not decrease protein quality 
-usually needs a long growing period; early 
-needs a lot of moisture; correct depth 
-treatment with disinfectant necessary-sowing 
depth 5 cm on mineral soil or spring-dry mull 
soil 
-moist mull or peat soil 3 cm 
-sowing density 450-500 sproutmg seeds/m2 
- 135-190 kg/ha (30-38 g/l O00 seeds) 
-weed and pest control if necessary 
-regulators possible (stronger straw) 
-the seed cover protects sensible parts; can be 
harvested more moist than other cereals 
-seed oats below 30-32 YO moisture content 
- 3 O00 - 5 O00 kgha 
-hi& dIying temperatures decrease the protein 
qualih for fodder uses 

............................................................................................ 

................................................................................................. 

............................................................................................ 

............................................................................................. 

........................................................................................... 

The large share of oats in the Finnish cereal production is in part explained by the amount of 
sour soil, which is best suited for growing oats. In southern Finland the share of fine sand, 
mull, peat, and sand moraine soils is over 50 ?'O and in southern Ostrobothnia about 70 %. The 
problem is that other cereals do not succeed on these fields. On typical oats soil, barley 
produces 500 - 1 O00 kg ledha  than oats. Finland and Sweden receive thus special export 
support for oats. If this arrangement cannot be continued, alternative crops may be difficult to 
find. In the milk-producing regions grass production may be a viable option. Another negative 
effect would be the loss of the good predecessor value of the oats. 
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3.5.2. Potato 

Potato (Solanum tuberosum) was first introduced in Finland in the 1730's from Germany by 
most advanced manor farms, and again in 1762 when the soldiers of Sweden-Finland returned 
from the Seven Years' War. The cultivation area increased during the 19th century, and was at 
biggest in 1950's over 90 O00 ha. The number of potato varieties in use is large, but however, 
5-10 varieties account for the main part of production. Cooking, food industry, industrial 
starch and animal fodder are the most important end-uses of potato in Finland. 

Table 9. Cultivation of potato. 

i 

Soil 

Predecessors 
..................................... 

..................................... 
Fertilisation 

sowing 

..................................... 
Growing season 

..................................... 
Harvesting 

Potato 
-all soils, but best on stoneless mull-sand 

-no special requirements 
-after cereals, hay, clove 
-not after sugar beet or oil plants (taste} 
-N P, K, Ca, Mg 

............................... -late ripening on peat .................? soils .......................................................................................................... suitable for seed production r. .................................. 

................................................................................................................................................................................................. 

.............................................. -a complex combination ? ............................................................................................................................................. needs expenace and judgement based on symptoms 
-when soil temperature 7-8 "C; in May-June 
-good seed quality necessary, no viruses 
-sorted accordmg to size; small 3040 rnm, medium 40-55 mm 
- 2 500 - 3 500 kgha (50-60 O00 potatoesh} 
-weed control and earthmg up in the beginning of the summer 

.................................................................................................................................................................................................. 

-ùrigation may be necessary in southern Finlid 
-yield 20-30 O00 kgha 

.................................................................................................................................................................................................... 

-leaves can be cut before harvesting early varieties 

3.5.3. Sugar beet 

As an industrial plant, sugar beet (Beta vulgaris saccharifera) requires rather intensive and 
specialised cultivation to achieve high beet yield and high sugar content. It is one of the most 
demanding plants grown in Finland in larger scale. Sugar beet is usually grown several years 
on same field using ample liming - this is possible because of the efficient frost heaving action 
and green manure available from the leaves tilled into the soil. Alternatively, the leaves can be 
harvested as silage. The cultivation of sugar beet is not suitable for every f m  due to the cost 
of specialised machinery and special skills needed. Cultivation of fodder beet and fodder sugar 

- beet follows the same techque. 
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Table IO. Cultivation of sugar beet. 

Sugar beet 
soil 

-around May, with precision sower, slowly sowing 
- O n t h e t i l l e d ! a n d . - . a . ~ . o ~ e ~ ~ ~ . ~ . ~ e . . ~ ~  ....................................................................................................... .......................................... 

.............................................................................................................................................. -as possible within the rotation system and farm situation - ...................................................... .. .................................... 

-well limed mineral so& thick mull layer 
-pH over 6.5 

"..l..t...... ................................................................................................................................................................ I ........................................... -sowing bed with small granules ............. 
Predecessors 
Fertilisation -phosphorus is related to the yield 

-kalium, not too much nitrogen 

-depth 2-3 cm, row density 45-50 cm 
-tlunnmg density between plants 15-2 1 cm 
- g r o w  density 15-2 1 cm ............................................................................................................................................................................................................................................ 

Growing season 

-yield 25-35 O00 kg 
-usually only in the beginning of October Harvesting 

-thmug to 70-90 O00 plants /ha 

............................................................................................................. -weed and pest control if necessary I ...... - ...................................................................................................................... 

3.5.4. Oil plants 

Cultivation of oil seed plants was started in the beginning of the 1950's. The main oil plants in 
Finland are turnip rape (Brassica campestris v. Oleifera) and rape (Brassica napus v. 
Oleifera). Both plants have a winter and spring variety available, but the winter turnip rape is 
less used for the cookrng oils. The different sowing and harvesting time of winter turnip rape 
have an advantage, as well as its qualities as a predecessor plant for the cereals. Oil plants can 
be used to interrupt a continued cereal cultivation cycle and to enhance the yield potential of 
the soil by 15-20 %. In cereal seed production the oil plants also have the advantage of 
preventing separate varieties from getting mixed between crops. Other oil plants that have 
cultivation potential in Finland include flax (Linum, also for its fibre as in the rural society), 
sunflower (Helianthus), mustard (Sinapis) and poppy (Papaver). 

Table I l .  Cultivation of spring rape and turnip rape. 

Rape and turnip rape 
Soil 

-well limed soil, ample fertilisation Fertilisation 
-no special requirements Predecessors 

-sand or mull-clay soil 
-early access needed in the spring ............................................................................................................................................................................................................................................ 

........................................................................................................................................................................................................................................... 

-nitrogen related to resistance for flattenmg 

- 10-15 kg /ha, so- depth 3 cm 

- 105 days for turnip raye (below Kouvola-Kokkola level) 

-moisture content for harvester-tresher below 20 % 
drymg best by cold air dryer 

............................................................................................................................................................................................................................................. 
sovvlng -around May, rollmg may be necessary before sowing on soft fields 

.......................................................................................................................................................................................................................................... 
Growing season 

Harvesting 

-the growing season needed 120 days for rape (Southern Finland) 

-10-1 5 days later than spring wheat (August-September) 
.......................................................................................................................................................................................................................................... 

The above sections on plant cultivation are mainly based on Lampinen (1978), Ryynänen and 
Pölkki (1 98 1) and Varis (ed. 1987) 
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3.6. Cross-cutting practices 

3.6.1. Farm forestry 

Forest 

There is about 23 million ha of forest in Finland, which corresponds to 75 % of the land 
.surface (defined by annual yield over O. 1 &/ha). The majority of the forest area is in private 
ownership (65 %). The rest is divided between the state (24 %, mostly less productive forest), 
industrial groups (9 %) and others (2 %). About 2.5 million ha (10 %) belong to natural 
reservations or are for some other reason subject to probibited or limited harvesting. There are 
over 20 domestic wood species, but the species of Scots pine (Pinus ylvestrzs), Norway 
spruce (Picea abies) and birches (Betula S - . )  cover 97 % of the total volume (pine 46 %, 
spruce 36 %, birch 15 %, other broad-leaved 3 %). 

Annual cutting has ranged between 40-50 million m3, whereas the annual growth is estimated 
as 60 million m3. About half of the wood harvested is fibre wood, almost another half is 
sawlogs, and about 8 % is used as fùelwood. However, the chip by-product from the sawmill 
industry is resold to the pulp industry. Most of the roundwood used by the forest industries 
comes from private forests, typically owned and managed by fanners and their families. The 
average forest area per holding grows bigger towards the north, ranging from 28 ha in 
southern Finland to 135 ha in Lapland. The average forest area per farm in the whole of 
Finland is 44 ha. 

Changing goals of forestry 

Because of the long rotation time in a forest and the danger of short-sighted utilisation, forest 
management has been carefblly regulated in Finland. During the period of industrialisation and 
in the reconstruction period after the second world war, the focus of forestry was naturally on 
roundwood production for the forest industries. The principle of sustained yield determined 
the limits of harvesting at the same time as it decreed carefbl reforestation and forest 
management. 

In southern Finland the typical cutting age is 80-120 years for pine (depending on the soil), 80- 
100 years for spruce and 60-80 years for birch. In northern Finland, spruce and pine may 
require 100-160 years. As the industrial roundwood comes mainly from the fmn forests, the 
scale of cuttings has been limited already by the size of the farm. Taking into account the 
additional requirement of retaining the production potential of the holding for the next 
generations, the cutting areas in Finland have been smaller than two hectares on average. 

As the economic and social conditions have evolved in time, new requirements have been set 
for the forestry. Protection of nature, maintenance of biodiversity and landscape, as well as 
more sensitive methods of forest management created a heated debate in Finland since the 
1970’s. The legitimacy of national programmes for increasing the sustained yield for wood 
only was little by little questioned. The demand for greener approach to forestry, originating 
from the public opinion, final consumers and environmental organisations, was finally 
acknowledged in the end of 1980’s. 
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Softer methods for regeneration, seedling stand management, thinnings, and harvesting were 
introduced to the forest management practices with a surprising speed, after the lengthy initial 
resistance. The central forestry coucil issued new guide-lines comprising the requirements for 
environmentally sound forestry. The new rules include for example the protection of sensitive 
biotopes and endangered species. 

Timber cert1jìcation 
- 

The most recent development in the forestry field is the question of environmental 
certifìcation. The pressure in the market and at the consumers lead to the search for methods 
of proving the sustainability level and origins of the wood used by forest industries. Timber 
certifìcation is now recognised by the forest industries as a serious tool in marketing strategy 
and public relations. However, the problems in implementation of timber certification have 
largely remained unsolved so far. Independence of the certification body, relisfbility of the 
certification activities, and distribution of the extra cost have made it difficult to create an 
operational certrfication system. (Simula and Ghazali 1996) 

The need for certification is base3 on that the markets do not know the origins of industrial 
wood, and they only believe in independent witnesses. The industry wants to create 
certification system, because they wish to avoid further market disturbances. The farmers and 
forest owners, on the other hand, do not want any extra costs or that their property is being 
controlled. Between these three are the environmental organisations, some of which approve 
forest utilisation if certain conditions of environmental protection are fulfilled. (Laitinen 1997) 

The timber certification has been tackled in Finland and Sweden almost at the same pace. In 
April 1997, Finland seemed to take one step ahead, as an agreement on the criteria of 
sustainable forestry was reached between 29 associations representing environment, social 
interests, forestry, and forest industries. Only two most relentless environmental groups did 
not take part in the agreement. The criteria to be fulfilled consist of 23 measurable parameters 
on the level of an individual forest-owner or 37 items on the district or region level. 

The agreement outlines a model for the implementation of certification. In the next phase, this 
model needs to be approved by standardisation organs on the international level, either by the 
FSC (Forest Stewardship Council), ISO, or EMAS (Eco management and audit scheme by the 
European Union). In the Finnish system, the certification can be applied by the forest owners’ 
associations on either regional level or district level, or by an individual forest owner or a 
group of owners. In addition to the forest owners, the first two certification options include 
also the commitments of forest industry companies, public administrative organs, association 
of wood harvesting entrepreneurs, and forest workers’ union. An individual farmer can decline 
his participation to a district or region-wide certificate. 

If the Finnish certification scheme can be realised, it has two major advantages in it. First, the 
economic reasons probably support certification in larger geographical units, as the extra costs 
per f m  decrease as the scale of operation increases. Second, the responsibility of marketing 
the certification concept to the forest owners is placed on their own associations, close to the 
forest owners’ sphere of interests. The public organs would only have a role of a supervisor or 
controller. 
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3.6.2. Environmental management 

Agriculture has effects on the environment, both within the farm borders and beyond them. 
The most significant negative effect is related to the nutrient emissions into water system. The 
fertilisers and manure used in agriculture may enter the water systems, causing eutrophication 
in the surface waters and degradation of the ground water quality. Also horticulture is a 
burden to its environment, because it is often erosion-prone, intensive row cultivation on 
porous soils. On the local scale, f i r  farming can have sigmfícant effect, as the manure nutrients 
load on the water system. In coastal areas, sulphate-rich soils often have sour runoff. (M" 
2/ 1997) 

The relative importance of the water pollution caused by the agriculture has increased during 
the last decade, as societies and industries have improved their waste water mapagement and 
treatment. In the beginning of 1990 '~~  the agriculture caused about 40 % of the phosphorus 
and about 25 % of the nitrogen emissions. Environmental protection in agriculture in Finland 
has been promoted mainly by the means of extension activities, financing, and voluntary 
projects undertaken by the farmers. 

After Finland joined the European Union fiom the beginning of 1995, the Co-financed 
environmental support system was started as the Environmental Programme for Agriculture 
1995-99. It is aimed for strengthening water protection at farms, decreasing h d l  emissions 
to air and maintaining and developing the countryside landscape and biodiversity. The 
programme is aimed also at supporting the transition to organic farming. ( M "  2/1997) 

Commitment to the environmental programme is voluntary. Nevertheless, about 85 YO of the 
active farmers and 85 % of the cultivated area has been committed to the conditions of basic 
environmental support. If the programme is carried out as planned, the nutrient load fiom 
agriculture to water system is expected to diminish by 20-40 %. The most important means for 
preventing eutrophication are to decrease the initial amount of fertilisers and to prevent their 
transportation to the water system. Though usage of pesticides and herbicides is on a rather 
low level already at the present, it is decreasing still. The main steps for better environmental 
management being promoted in the programme include the following: 

-plant rotation: cultivation of different plant types in succession 
-year-round vegetation cover on soil: cover plants, spring ploughing, green fallow 
-less tillage with more sensitive machinery 
-decrease in the amounts of phosphorusus and nitrogen: special attention to manure 
management and usage 
-decrease in the amount of pesticides and herbicides: cropping system, other methods, 
correct machinery Set-ups 
-prevention of soil and nutrient runof protection zones for main ditches (1 m, see 
figure 6); for waterways (1 -5 m) covered by perennial vegetation 
-ditch system development and maintenance: low flowing speed, even stream volumes, 
filter-like ditches and wetlands, pools for settling down 
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Figure 6. Protection zone around a ditch to curtail nutrient runoff 

Landscape management receives increasing attention. The traditional lakeside landscapes, 
once the fiont side of villages depending on water routes, have been relatively well maintained. 
Now also river and field landscapes are increasing their share in maintenance and valuation. 
The means for enhancing these cultural environments include such as increasing the amount of 
diversified farming, landscape plants and protection zones to follow smaller waterways, road 
planning, and maintenance of barns and machinery shelters. However, taking a look on one’s 
farm through the eyes of a possible visitor remains as the most effective check for landscape- 
related shortcomings. 

3.6.3. Organic farming 

Organic farming is rapidly increasing in Finland, and in the end of 1996 the field area in 
organic cultivation or in transition was 100 O00 ha. This phenomenon in Finland as well as in 
other industrialised countries has its origin in the critique for techno-chemical agriculture. 

After the second world war the agricultural productivity has doubled or tripled because of 
better understanding of the production capacities of plants and animals. The inputs needed in 
applying this information are being developed, produced and marketed more efficiently. The 
specialisation of agricultural holdings has prompted the term “industrial agriculture”. During 
the last decade there has been a growing critique of this efficiency-oriented production mode, 
especially in regions where the problems have been most visible and measurable for public, 
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farmers, scientists and politicians. Production taking place in the nature cannot be 
contradictory to the ecological laws and principles in the long run. 

Organic farming aims at production where the natural conditions and external effects of the 
agriculture are taken into account. Because of the emphasis on independent production, 
ecological concern and utilisation of local resources, the interest in organic farming is 
increasing also in the eastern Europe and the developing countries. 

According to the definition by the Nordic organisations, organic farming means self-reliant and 
balanced agriculture, which is as far as possible based on local natural resources and where the 
cultivation techniques are adapted to the prevailing natural conditions. The approach is based 
on taking into consideration the ecological, economical and social effects of agriculture both 
locally and globally. The specific objectives of organic farming are (Rajala 1995): 

-conservation of non-renewable natural resources 
-holistic ecological and qualitative thinking 
-maintenance of the productivity of the soil 
-recycling-based cultivation method 
-indirect plant nutrition by the means of microbial activity in soil 
-preventive health care of the plants and animals 
-species-adapted animal rearing 
-maintenance of genetic diversity 
-diversified production with landscape management 
-defining product quality based on nutrient-physiological aspects 
-abstenance fiom the use of chemicals 

The cultivation techniques combine various elements depending on farm-specific conditions. 
Fertilisation can be based on composted manure or field rotation and green manure. Tillage is 
used primarily to loosen treaded soil and to create optimal conditions for the plant roots and 
the microbes. The plant cycle is determined according to the soil condition, amount of humus, 
nutrients, and plant protection. Biological binding of nitrogen is one of the key elements, and 
clover-dominated grass or leguminous plants are used as green manure. Weed management is 
mechanic or based on organic herbicides. No industrial fertilisers, pesticides or herbicides are 
allowed. 

So called integrated production (P) is one possibility for a farm not able to hifil all the 
requirements of organic farming. This approach combines the ecological cultivation with the 
most advanced knowledge and production technology. 

At the moment, main part of the organic production in Finland consists of cereals, potato, 
vegetables, milk and beef The milk produced at organic farms is currently processed by three 
industrial-scale dairies and three smaller ones. In 1996 the organic meats were processed in ten 
enterprises altogether. The biggest problem at the moment can be seen in the structure of the 
food industry, where big processing plants mean in practice long transportation distances and 
danger of losing the organic product identity. Local processing could be in part done by the 
farms. However, for larger-scale application of organic farming in Finland, exports would 
seem necessary. 
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Organic farming is an economically competitive alternative on farms engaged in milk, beef, or 
cereal production. After the three-year transition period and aid related to it, the farm 
profitability falls slightly compared to conventional farming (up to 450 FIMma or 75 ECUha). 
This difference could partly be covered by possible price premium for organic products. On 
pig farms and in horticulture, organic production requires biggest changes and is clearly less 
profitable. 

The consumers in Finland j u s t e  consumption of organic agricultural products nowadays 
mainly by purity, health reasons, curiosity, and better taste. The importance of environmental 
reasons has diminished somewhat (unlike in the other Nordic countries), apparently because 
even the traditional agriculture in Finland is generally perceived as environmentally sound. Due 
to the clean natural conditions, for example the remnants of heavy metals (such as cadmium) in 
agricultural products are in Finland among the lowest in Europe. 

The changing situation in agricultural policy has made organic production a viable option in 
the Finnish farming. At the moment there is need for developing the scope of extension 
activity, to make sure that the beginning organic farmers base their decisions on realistic plans. 
The production must be economically profitable, realisable in practice and the products must 
find their markets. The farmer will need to learn the necessary skills and to have a genuine 
interest in organic farming. 

3.6.4. Reindeer herding 

The area in Lapland where reindeer herding is practised covers roughly one third of Finland's 
surface. The number of reindeer herders is about 7 000. There are about 800 families engaged 
full-time in reindeer economy and 1 O00 working part-time. The reindeer owners form local 
reindeer-grazing associations called puliskuntu, that are responsible on their district also for 
the tasks listed in the law on reindeer herding. During the last two or three decades, the 
traditional reindeer livelihood has been transformed into a more modern, professional activity, 
which has caused increase in the scale of individual enterprise and in the total number of 
reindeers. ( M "  2/1997) 

The reindeer are counted by animal head, divided into two categories: the stock reindeers that 
constitute the reproduction base, and the slaughter reindeers that make up the annual meat 
production. The number of stock reindeers per district is regulated by the ministry of 
agriculture and forestry, as well as the maximum number of reindeers owned by a herder. The 
number of stock reindeers is estimated so as not to exceed the sustainable level of the winter- 
time grazing areas. The maximum number of reindeers over all the districts has been 228 900 
reindeers in the 1990's. In the last few years the actual number of the stock has been lower 
than the regulation, whereas before that the number was exceeded for significant periods. The 
average gross number of reindeer heads (stock and slaughter) has been about 350 O00 animals 
in the 1990's. 

The grazing areas have suffered in many places because of the large stocks and changes in the 
grazing cycles. The deterioration of the grazing lands is being replaced with feed provided by 
the reindeer owners artificially, However, the profitability of reindeer husbandry is based on 
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the animal S ability to gather main part of its fodder (lichen etc.) autonomously also during the 
winter. 

The annual production of reindeer meat is now about 3 million kg, worth about 14 million 
ECU. This means slaughtering 120 O00 - 130 O00 animals per year. The slaughters are greatly 
affected by how successíù1 the calving has been, because main part of the slaughter consists of 
calves. Exports of the reindeer meat are quite small. Small-scale processing and direct 
marketing have gained ground in the recent years. In addition to meat, reindeer husbandry 
yields every year over 100 O00 skins and tens of thousands kilograms of horn. Taking into 
account the processing, commerce and transport, the annual turnover in reindeer livelihood is 
about 35 million ECU. Beyond that, the reindeer has a great significance for tourism in the 
Northern Finland. 
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4. FINNISH AGRICULTURE WITHIN THE EUROPEAN UNION 

4.1. Concerns before the membership 

Agricultural policies 

The common agricultural policy (CAP) of the European Union has pursued its objectives since 
the 1950’s, guiding the development of agricultural production. The basic objectives are to 
increase productivity, maintain farmers’ income level, keep the market in balance, and ensure 
availability of food with reasonable prices. 

The central policy measures in CAP are the producer price subsidies, border conirol primarily 
through with variable import levies, and export support. In order to maintain the income level 
of the producers, the community prices are regulated through an administrative price system. 
To ensure that imports into the Community do not undercut the administrative threshold price, 
they are taxed using variable import levies, determined daily. When there is surplus of 
production, the exceeding stocks can be either purchased by the Community’s intervention 
agencies, or export refùnds can be paid to the traders. 

In principle, the Finnish agricultural policy before the membership was quite similar to the 
CAP. One significant difference was that the CAP does not explicitly aim at self-sufficiency. 
The implementation of border control differed also somewhat as Finland employed mainly 
import quotas instead of variable import levies. (Swinbank 1996, Kola et al. 1991) 

As the possibility of joining the European Union became a topic in the public discussion in 
Finland, several fears were expressed on the effects of the membership on the Finnish 
agriculture. Most of the argumentation was based on the prominent role of the agro-food 
sector on rural areas of the country. The share of agriculture has decreased rapidly, both in 
employment and income in the national economy as a whole. The trend is similar in all western 
industrial countries. The Finnish situation differs however from that of many central European 
countries, as the country has long distances and exceptionally vast rural areas. This emphasises 
the important role of agriculture in the rural development. In contrast, food industries are 
mainly located in the urban areas. (Aaltonen 1993) 

After the implementation of direct income support to a greater extent in the beginning of 
1 9 9 0 ’ ~ ~  Finnish agriculture had become more dependent on the state budget resources. 
Because of that, essential decreases in agricultural production and state support were feared to 
cause, first, income losses for farmers, and second, the loss of public support to rural areas as 
a whole. 

The basic reason for agricultural support in Finland has been to equalise regional production 
costs which differ according to the natural conditions (section 3.1). Before the membership, 
regional support was mainly delivered through price supplements, in particular for milk and 
beef. There was also a tendency to increase direct support to farmers. This had been carried 
out along with the suggestions of the OECD and GATT, and to decrease the pressures to raise 
domestic food retail prices. The increasing dependency on state support was making even the 
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best Finnish regions of agricultural production vulnerable to changes in the agricultural policy. 
(Aaltonen 1993) 

Economic disadvantages 

At the time of membership negotiations, as well as even today, the Finnish farms are heavily 
debted. In 1991, the sum of agricultural debts was almost four times as big as the annual total 
of net farm income. Especially the younger farmers are heavily in debt because of the costs of 
the farm hand-over. As the entry to the EU was considered, the high debt burden of the young 
fanners was seen as a special threat. The agricultural producer prices were expected to 
decrease far more than those of the production input prices. The profitability of the larger 
farms with heavier debts was seen to decrease most, which was contradictory to the 
expectation that smaller farms would be the most challenged by the general change trend in the 
holding structure. Aaltonen (1993) summarised these threats as a danger 'that Finnish 
agriculture and the industries closely related to it would be drastically reduced, which in tum 
would negatively affect those rural localities where agriculture is very important. 

The prices for animal products in the EU were in general lower than in Finland. In the case of 
milk, the producer price in Finland was 40-50 % higher than the average producer price in the 
EU of 12. The producer prices of beef and pork were about 70-80 % higher in Finland. In 
addition to the drop in prices, the membership was feared to enable Denmark and Germany to 
conquer the Finnish market. (Niemi 1993) 

These questions gave rise to a set of strategies for meeting the challenge of the then prospect 
membership. The dairy farms were advised to pursue increase in size, in order to better utilise 
modem technology for decreasing the cost and enhancing productivity. For the smaller pig 
f m s ,  a closer co-operation was envisioned to help in maintaining their share of the pig meat 
market. In the food industry the positions in competition were varying, and to survive in the 
single market the firms were to apply strategies with even stronger market-orientation, either 
on local or international markets. (Niemi 1993) 

The Finnish cereals production was said not to be able to survive the complete removal of 
border protection, due to low level of yields and the inefficient holding structure. The studies 
pointed towards that the cereal production was the least capable of adjusting to the common 
agricultural policy. Grain production was seen in some studies becoming economically 
irrational even on the largest Finnish farms due to low yields and heavy capital costs. (Marttila 
1993) 

The effects of the CAP reform in 1992 were studied to find the most potential ways of 
adjustment. The new regime for grain policy was estimated to be applicable by the time of 
Finnish membership in 1995. The findings of Marttila (1993) showed that 23 % of the cereal 
f m s  were to have an incentive to stop production immediately, if the policy followed the 
CAP reform. Without a stabilisation programme, a large part of grain farms was expected to 
face a financial crisis. The structural change would be accelerated because of increasing supply 
of land and decreasing land prices, but the scattered locations of farm land would be a 
restrictive element for this type of adaptation. Despite the possible growth of farm size, the 
basic problem would still be the low yields in Finnish conditions. In general, an adjustment 
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period and a stabilisation scheme were recommended to avoid the worst immediate effects of 
the membership. 

Production of sugar beet is considered important for ensuring national supplies in the EU 
countries, and it enjoys a significant share of the national aids. Within the CAP, each country is 
given a production quota. The price of sugar and sugar beet are thus determined within these 
quotas. In the countries, the quotas are divided between sugar producing companies, who 
make production contracts with farmers. With the membership, Finland was expected to 
.receive a quota equal to its then current production. Problems were expected because of the 
lower community prices, despite relatively good productivity of the Finnish farms growing 
sugar beet. (Kola et al. 1991) 

The potato farms were expected to meet increasing imports, and the hopes were placed on the 
necessity of knowing local supply channels and their needs. Bigger challenges Gere expected 
into the production of industrial potato, as the food industries would have the choice of the 
best price-quality ratio on the community market. As a conclusion, for example Kola et al. 
(1 991) considered it necessary to significantly decrease the labour and capital costs in potato 
production, whch in practice means, again, pursuing the economies of scale through bigger 
farm entities. 

4.2. Terms of the membership 

4.2. I .  Negotiations 

The negotiation process and the resulting Act of Accession have been summarised and 
evaluated for example in a study by Kettunen and Niemi (1994). In the membership 
negotiations on agriculture, the Finnish government stressed the unique conditions prevailing 
in Finland, and called for permanent support measures for the farming sector. The aim was to 
achieve an agricultural support level that would maintain the economic prerequisites of 
production after the adjustment to the lower community prices. Special objectives in the 
negotiations were related to making the whole country eligible for the support for less- 
favoured areas for whole country and long-term northern support, and receiving a long period 
of transition together with adjustment of producer prices by degrees. 

The original objectives were somewhat compromised in the negotiations. The border controls 
were to be abandoned overnight, and the areas for LFA and northern aid were to be limited. 
The transition period of national aids was set as five years. The production quotas and the 
support ceilings for the central products were listed in the treaty, under the Common Market 
Organisations, as presented in table 12. 
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Table 12. Central features of the Act of Accession related to agricultural production quotas 
and ceilings (OJ C 241 1994, OJ L1 1995) 

Milk i Deliveries i 2 342 mill. kg 
i + reserves resultmg of retirements i 200 mill. kg 
i Direct sales i 10 mill. kg 

cereals i Basic area i 1.6 mill. ha 

Oil seeds i Basic area f 70 O O O h a  
Male bovine animal premiums i 250 O00 heads 
Suckler cow premiums f 55 O00 heads 
Ewe premiums i 80 O00 heads 

............................................................................................................................................................................................................................................. 

............................................................................................................................................................................................................................................... 
sugar beet / Basic quantity A j 133 mill. kg. ........................................................................................................................................................................................................................................ 

............................................................................................................................................................................................................................................... 

............................................................................................................................................................................................................................................. 

............................................................................. I .............................................................................................................................................................. 

Farmers’ income level was expected in principle to be maintained at roughly the then current 
level, although consisting of a new combination of support measures. Price-support was 
replaced by direct payments to the farmers. Without any structural development, however, the 
farm incomes were expected to fall by 10-45 % depending on production h e  (dairy 10 %, pig 
25 %, cereal 45 %). The impact on production volumes was expected to be small, at least in 
the beginning of the transition period. 

Retail prices were estimated to fall by 10 % on the average due to the decrease in producer 
prices. (Kettunen and Niemi 1994) As a result of the membership, the prices for agricultural 
input products were expected to decrease; for commercial fodders 40 % and for fertilisers 25 
% (Niemi et al. 1995). The overall situation in farm sector income is presented in figure 7. The 
annual need of adjustment of production or cost structures is likely to be around 740 mill. 
ECU. If no structural or cost development can be effected, the difference will incur income 
loss in the farm sector. 

Figure 7. Aid structure in the Finnish farm sector in 1994-2000 (mill. ECU) (adaptedfrom 
Niemi et al. 1995, Vironen 1996, etc.) 
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After all, the results of the membership negotiations were not considered in Finland as the best 
possible. This was partly blamed for the quick schedule as the whole process was conducted 
within two years. According to Finnish authorities, with more time the Commission and the 
other member states could have found better understanding for the special natural conditions 
and their consequences in agriculture. 

4.2.2. Support regions 

In order to compensate the income losses caused for the farmers by the adjustment of the 
prices, a system for national and community aids was created. Finland was divided into seven 
main regions for the purpose of targeting the aids (figure 8; regions A, B 1-2, Cl-4). The 62nd 
parallel separates the regions C that are eligible for northern support. South of t h y ,  regions B 
are eligible for the support for less-favoured areas (LFA). Altogether, 85 % of the agricultural 
area receives the LFA support. Region A does not receive LFA aids, but enjoys higher 
environmental aids. 

This division makes it possible to modulate support for agriculture by taking account of the 
special features of the region’s agricultural economy and the severity of natural handicaps. The 
division is a combination of the old, very detailed national division, the criteria listed in the 
treaty, and a synthetic agro-economic index for classifying municipalities (so called Nikula 
index). 

The northern region (C1-4) represents 1 4 17 O00 ha or 55.5 % of the utilised agricultural area 
in Finland. Regions C3 and C4 are divided into five sub-zones (Pl-5) in order to allow for a 
variation in the aid for bovine animals, sheep, and milk. 
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Figure 8. Ai& regions for agriculture in Finland (Niemi et al. 1995). 

................ ................ ............... .......... 
O 

The proportion of active farms of all holdings decreases towards the north. Farms are 
classified as inactive, if they do not have production or have a contract for retirement or 
redirection of production. In the regions A and B, about 70 % of the farms are active, whereas 
in C3 and C4 only about 35 %. Only 10 % of the active farms are situated north of the level 
Oulu-Joensuu. (Vironen 1996). Table 13 presents the distribution of the production factors by 
region. 

Table 13. Factors ofproduction at the active farms by support region in 1996 (Yironen 1996, 
Maaseudun Tulevaisuus 19973) 

A i B j C1 C2+C2N i C3 i C4 All 
Active farms 91 200 11 500 i 26 900 i 21 800 i 26 600 i 3 700 i 700 

13% 29% i 24% i 29% i .......................... 4 %  i 1 %  .......................... .......................... ...................................................................... 

1400 115 275 400 i .......................... 539 600 i .......................... 356 O00 i 217200 i 11 900 i 15 .................................................................... 
398 500 

6 .......................... i j j j ...................................................................... ....................................................... 22 O00 i 82 300 i .......................... 89 800 i .......................... 174 800 i .......................... 25 900 i 3 700 Milk cows 
701 900 .......................... .......................... .................................................................... ....................................................... j 4 i j i Grass (ha) 
736 680 .......................... .................................................................... 

44 
j .......................... j i j j .................................................................... 

....................................................... 20 28 " i .......................... 20 i i .......................... 16 i i .......................... 16 -i i .......................... 12 j i 8 .................................................................... Mean field (ha) 

...................................................... 100 Yo i .......................... i i j j 

Mean forest (ha) 
....................................................... 249 100 j i 384 O00 j i .......................... 230 O00 i i .......................... 209 800 j i .......................... 9 300 j i 80 Cereals (ha) 
....................................................... 28 i 36 i 39 i 50 i .......................... 93 i 135 .......................... .......................... 

45 900 i 139400 i 147000 i .......................... 308 700 i .......................... 52 800 i 8 100 

Pigs 
10 202 612 2 547200 4 589 900 i 2 394 200 j 650 300 f 20 900 i 112 Chicken 

....................................................... i j j .......................... j .......................... j 

Field usage south of the region C2 emphasises cereal and special plant cultivation. In the 
north, the significance of grass and hay increases. Regions B, C1 and C2 are the strongest 
regions in animal production. These regions include 80 YO of the milk cows. Over 60 ?'O of pigs 
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are in the regions B and Cl, and about 90 % of the poultry farming in the regions A to C 1 .  
About 76 % of the f m  forest is in the regions B to C2.  

In 1996, the mean field size of the active farms was 20 ha, and 13 ha for all farms. The 
holdings are bigger than average only in the regions A and B. The mean forest area for the 
active farms is 44 ha and for all farms 49 ha. North of the level Oulu-Joensuu the mean forest 
area is significantly bigger than the national average. However, both the wood volume (m3/ha) 
and the annual yield (m3/ha/year) are lower in the north. (Vïronen 1996) 

A considerable tolerance for national action is allowed in the treaty. The support for the 
Finnish agriculture consists of the aids based on the CAP regulations, aids fùnded by the EU 
and Finland together, and national support. The following sections describing the forms of 
support are based mainly on the studies by Vironen 1996, Niemi et al. 1995, and Kettunen and 
Niemi 1994. 

4.2.3. CAP support 

The CAP support was estimated to amount up to 2.0 billion FIM (343 mill. ECU) in 1995, 
fùnded by the FEOGA. About 75 % of the sum is reserved for compensating the price 
decrease, resulting fiom the CAP reform, for arable crops on the basic area of 1.6 million ha. 
It is paid in the whole country based on hectarage for cereals, oil seeds, protein plants, and 
fallow. The remaining 25 % is paid according to animal headage for suckler cows, bulls and 
ewes. 

In 1992 the CAP was subject to a major reform affecting the sectors of cereals, oil seeds, and 
meats. The reform was aimed at balancing supply and demand by giving a greater role to the 
market mechanisms. The reform also sought to break the link between support to farmers and 
the quantity of production. Payments to farmers are now based on historical yields. 
Compensating payments remain linked to the area cultivated by each farmer, but they are 
limited by regional or individual ceilings. Meanwhile, accompanying measures seek to reduce 
oversupply and improve the environment by encouraging less intensive farming, afforestation 
of agricultural land and early retirement schemes for farmers. (European Commission 1996d) 

The CAP reform meant the lowering of target price fiom the 130 ECU/ton for the 1993/4 
crop by degrees to the 1 10 ECU/ton for the 1995/6 crop. The intervention price was lowered 
respectively fiom 1 17 to 100 ECU/ton. In 1995/6 the direct hectarage aid was 45 ECU/ton. 
Farms producing more than 92 tons a year must set 12 YO of their basic field area for fallow in 
order to be eligible for the hectarage aids. Fallow compensation is 57 ECU/ton based on 
regional average yield. On the Finnish yield levels, the fallow regulation applies in practice 
only to farms bigger than 30 ha of field. This means that the fallow will cover about 5 % of the 
cereal cultivation area. 
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Other plants and animals received aids in 1995 as follows, within the quotas and limits set in 
the treaty: 

-oil plants 359 ECU/ton for average comunity yield, adapted to local yield 

-protein plants @ea, bean, sweet lupine) 65 ECU/ton x average yield per species 
-starch potato 72 ECUlton of starch 

-bulls 90 ECUhead, max. 90 headdfarm, twice (1 O and 22 months of age) 
-suckler cows 120 ECUhead, for beef farms or dauy farms up to 120 O00 kg 

National additional support 25 ECUhead (partly funded by EU/obj. 6) 
-ewes 16 x (target price minus average community price for lamb meat) 

4.2.4. Co-financed supports 

The Co-financed supports consist of the support for Zess-favoured areas (UA)  and the 
support for environmental measures. LFA is part of the objective 5a of the Structural Funds. 
As a result of the negotiations, 85 % of the Finnish arable land is considered eligible for the 
LFA support for mountainous areas, excluding mainly the southern wheat cultivation regions 
(region A in figure 8). This support was estimated as 1.5 billion F M  (257 mill. ECU) in 1995, 
of which about one third will come fiom the European Union. The aid is 180 ECU per 
hectare, animal unit, or hectare of cereal fodder; this is the upper limit for the support to the 
mountainous areas in the European Union. 

The support for environmental measures is part of the environmental programme of the CAP 
reform. There is a national programme for environmental support in Finland and 
complementary regional programmes. In 1995, the amount of the environmental support was 
about 290 million ECU, funded evenly between the Finnish government and EUREOGA. Of 
this sum, about 230 million ECU are delivered as a basic support based on hectarage. To be 
eligible for the basic environmental support, the farm has to fùlfil the requirements set for 
fertilisation, protection zones, fallow, and plant protection methods. The aids are differentiated 
by support region, increasing from C2-4 to A. 

About one fifth of the environmental support (in 1995 about 60 million ECU) is targeted to 
adjusting the production technologies to conform to the principles of sustainable development. 
These special aids are granted for compensating the loss of income caused at those farms, 
which 

-essentially reduce the use of fertilisers, pesticides and herbicides 
-move on to more extensive production (as opposed to intensive), 
-decrease their number of cattle or sheep, 
-use more environmentally friendly production methods, or 
-manage the countryside for recreation uses. 

4.2.5. National supports 

The aids fünded by the EU alone or together with the Finnish government were not 
considered, however, sufficient to compensate the loss of income incurred for the farmers 
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along the membership. Therefore, Finland was granted in the negotiations a provision for 
transitional, degressive national aids (OJ C 24 1 , P. 46, articles 138 to 144). 

The most central forms of national aids are: 

-national aid supporting the adjustment of costs and production structures during the 
5-year transitional period (articles 138-1 40; production, hectarage, animal unit, other 
aids, holding size). 

-long-term aid for regions north of the 62nd Parallel and some comparable, adjacent 
areas; regions C 1 -C4 (article 142) 

During the transitional period (1 995-1 999) Finland is entitled to support agriculture in the 
whole country with degressive aid. In 1995 the aids was paid as price supports for almost all 
agricultural products. In 1996-1999 there are price supports only for milk, bread wheat, rye, 
malt barley and starch potato. The aids for other products (beef, pork, sheep meat, poultry, 
eggs) is paid based on either hectarage or headage. The supports are paid in the whole 
country, with an additional increase in the archipelago (Bs in figure 8, above in section 4.2.2.). 
Support for young farmers (below 40 years before 1 st Jan. 1995) is part of the degressive 
national aids on regions A and B. 

The aid for northern regions Cl-C4 must be related to physical factors of production (for 
example, to hectarage or animal headage), taking into account the relevant limits laid down in 
the common organisations of the market. The aids must not lead to an increase in production. 
They must be delivered in a way that they maintain traditional primary production, improve 
the structures for production, marketing, processing, and demand of the agricultural products, 
and ensure that the environment is protected and the countryside preserved. The aids package 
includes also aids for the young farmers, organic farming, and reindeer herding. 

The northern aid will increase from the 138 million ECU in 1995 to the 43 1 million ECU in 
2000. The increase is supposed to balance the decrease in the supports for the transition 
period. Production support is paid only for milk. The animal and hectare supports increase 
towards north. In addition, this form of agricultural support includes several detailed features 
in regard to the line of production. A detailed report on the content and implementation of the 
northern aid in 1995 has been given by the European Commission ( 1997). 

The Article 143 of the Act of Accession sets a provision for serious df$culties remaining 
after hl1 utilisation of aids listed in the regimes of CAP, Co-financing or national aids. In this 
case, the Commission may authorise Finland to grant national aids to producers so as to 
facilitate their full integration into the common agricultural policy. This article will be used to 
provide support for the cereal farmers in the region A. Commission has approved Finland’s 
arguments for this support, and it can be started in 1997. The annual support will increase 
1997-2000 from 69 million ECU to 224 million ECU. 

The decreases in the stock value caused by the membership were rehnded for the farms, 
commerce, industries, and the state cereal agency according to the inventory on 1st January 
1995. In pig and chicken farming, rehnds for fodder costs were associated to animals and 
their ages. For dairy farming the refunds were delivered through the price system. 
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4.3. The new objective 6 for the Structural Funds 

Regional cohesion 

Traditionally the agricultural policy in Fdand has included some objectives related to regional 
policy and social policy. In the package of national supports, the long-term northern support 
reflects the emphasis on regional cohesion also in the future agricultural policy. The threat of 
regional imbalance to the integration process has lead to the pursuit of regional cohesion also 
in the rural and agricultural policies of the European Union. The aid for less-favoured areas 
aims at securing the prerequisites of agriculture in the regions with handicaps in natural 
conditions. (Vionen 1996) 

In the regional policy of the EU, various objectives are set for the structural development, to 
be aided through the Structural Funds. Objectives 3,  4, and 5a cover the wholi community. 
Objectives 3 and 4 aim at employment and adaptation to industrial change; 5a is targeted for 
adaptation of agricultural and fisheries structures. 

Objectives 1, 2, 5b and the new objective 6 are aimed at specified regions. The objective 6 
aims to promote the development and structural adjustment of regions with an extremely low 
population density; this objective corresponds roughly to the objective 1 (regions whose 
development is lagging behind) aimed mainly to the countries around the Mediterranean Sea. 
Objective 5b aims at diverseng the economies in vulnerable rural areas and objective 2 at 
renewal of regions in industrial decline. 

The overall Structural Funds budget for 1995-99 for the three new member states amounts to 
4 747 million ECU (Objectives 1 to 6, 1995 prices). This is equivalent to an increase of 3.5  % 
in the Structural Fund expenditure and an increase of 6.1 % in the population. The Structural 
Funds should be delivered to the areas so that 

-the benefits are targeted on particular activities or social groups, 
-the assistance is based on medium-term strategic programmes, 
-subsidiarity and local partnerships are emphasised, and 
-additional leverage is attracted as the resources from public and private sources in the 
member states. 

Objective 6 

The objective 6 was created for NUTS II regions with a population density of no more than 8 
inhabitants per km2,  and in Finland it covers regions in the north and east (figure 9). Because 
of the low density level, the only regions potentially eligible under this objective are in Finland 
and Sweden. To establish the objective 6, the Structural Fund Regulations were amended by 
article 29 of the Act of Accession, as supplemented by protocol no 6 .  Objective 6 operates like 
objective 1, although the aid levels per inhabitant are clearly lower than those in the objective 
1 regions. The new objective will be reviewed in 1999 concurrently with the Structural Funds 
Regulations. The eligible regions in Finland and Sweden cover a population of 1 287 O00 and 
have a budget for 1995-99 of 74 1 million ECU (1 995 prices), equal to 576 ECU per inhabitant 
(European Commission 1996a, b) 
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Figure 9. Map of the areas eligible under objective 6 in Finland (OJ L I ,  1995). 

The regions eligible under Objective 6 (OJ L 1, 1995) cover a continuous surface comprising: 

the regions of and the adjacent areas 

-Lappi (Lapland) -in Pohjois-Pohjanmaa (North Ostrobothnia) the municipalities of Ii, Pyhäntä, 
-Kainuu (Cajanaland) Kuusamo and Nivala 
-Pohjois-Karjala (North Karelia) -in Pohjois-Savo (North Savo) the municipality of Nilsiä 
-Etelä-Savo (South Savo) -in Keski-Suomi (Central Finland) the municipalities of Saarijärvi and Viitasaari 

-in Keski-Pohjanmaa (Central Ostrobothnia) the municipality of Kaustinen. 

This definition covers a population of 837 000, or 16.7 % of the Finnish population. The 
surface area concerned is 230 O00 k m 2 ,  or 68 % of the country. The average density of 
inhabitants is 3.5 per k m 2 .  The increase in unemployment resulting from the crisis in the 1990's 
has worsened the traditional problems in those regions - a gradual decrease in population and 
an exodus from the land towards the towns. All the regions are also highly dependent on the 
agriculture and forestry sectors and on public services. The industrial base in unbalanced, 
concentrated on a number of major forest industry, metals, and chemicals businesses. There 
are relatively few small and medium-sized enterprises and job losses in the public sector are 
affecting women more than men. (European Commission 1996a, b) 
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7he Finnish programme for objective 6 

As regards the objective 6 regions, the Finnish authorities proposed measures both for 
economic development and job creation, and social action for maintaining viable settlements in 
sparsely populated areas. The Commission, without making a sharp distinction between these 
types of actioqsought to strengthen the emphasis on the former (economic development and 
job creation) as a means to the same end. 

It was necessary to take account of the results of the membership negotiations, in particular 
concerning the payment of compensatory allowances to farmers under objective 5a. For this 
reason, the share of objective Sa-type actions in the objective 6 single programming document 
(SPD) was very high. Despite a low co-financing rate, in some regions within the objective 6 . 

area this left little scope for the fùnding of general economic development actions, including 
other Sa-type measures. This even though some rebalancing was agreed in the course of 
negotiations prior to the approval of the SPD. This problem has since been alleviated by 
increased national fùnding. (European Commission 1996e, Rack 1997 PE 219.985) 

The strategy of the Finnish objective 6 programme is to develop the strengths of the areas, 
especially in forestry and wood products, specialised branches of agriculture, metals, 
electronics and tourism. A stronger SME base is to be built up through incentives for starting 
up new small businesses both in local manufacturing and private services, training, and 
research and development. Maximum use is also to be made of the possibilities offered by new 
technologies, especially in telecommunications, to overcome long distances. Because of the 
importance of agriculture especially for the more southerly parts of the area, around a quarter 
of the programme is to be spent on subsidies to färmers under the system of support for 
agriculture in less-favoured areas. The programme also includes the European Social Fund 
(ESF)measures to help the unemployed and assist in training. The ESF also finances projects 
related to the information society concept. 

The programme was submitted to the Commission in March 1995 and approved in July 1995. 
In negotiations with the Finnish authorities a number of changes to the originally submitted 
plans were agreed. The EU Co-financing rate for less-favoured area payments was reduced to 
leave more money for development. Basic infrastructure projects were dropped and human 
resources actions stepped up. A number of smaller measures were combined into a flexible 
rural development package which will fùnd mainly local projects in a wide variety of areas, 
including projects concerning the Skolt Sami minority in northern Lapland. 

The final programme is made up of three priorities: 

-industrial development, fùnding business start-ups and investment in existing firms, 
-human resources, including training and counselling for the unemployed, research, and 
information society 
-agriculture, forestry , fisheries, rural development, and the environment 

Under the industrial development and environmental protection priorities, the Finnish SPD for 
objective 6 provides for environmental measures requiring a community contribution of 14.4 
million ECU: 
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-to encourage the use of biomass and other renewable energy sources 
-to develop energy idastructures and networks (environmentally sound production 
methods and measures for rational use of energy) 
-to improve water supply and waste disposal systems, recycling, environmental 
protection in tourist centres, investments in nature reserves, environmental studies, 

- environmental management plans, etc. 

The aims of the programme are: 

-to reduce the unemployment rate by 2 % and to put 8 O00 people back to work each 
year (the region had 90 600 jobless in 1994; 24 % of the active population) 
-to reduce by 5 points the gap between local GDP and the national average (from 20 % 
to 15 %) 

Summary of the structural objectives in Finland 

The fbnding planned for the objectives 2 to 6 is presented in table 14. A new programme is 
submitted for objective 2 for 1997-99. Detailed break-down of the EU fbnding can be found in 
the annual reports of the Structural Funds (European Commission 1996b). 

Table 14. Funding for the objectives of structural and regzonal development in Finland 

Million ECU 
Period 

69.2 107.9 105.9 I 283.0 Objective 2 i 1995-96 
EU i National public f National private I Sum 

- 1997-99 133.5 214.4 
926.2 243.1 258.4 424.7 Objective 3 - i 1995-1 999 
71 1.8 363.9 

1 326.1 459.9 531.3 334.9 Objective 6 f 1995-1 999 
708.2 184.3 194.0 329.9 Objective Sb “ i 1995-1 999 
331.0 331 .O Objective Sa i 1995-1 999 
309.0 128.5 84.6 95.9 Objective 4 “ i 1995-1 999 

....................................... ...................................................................................................................................................................................................... 

..................................... ...................................................................................................................................................................................................... 

..................................... ...................................................................................................................................................................................................... 

........ ................................................................ ...................................................................................................................................................................... 

..................................... ...................................................................................................................................................................................................... 

The agricultural aid regions C2N, C3 and C4 belong almost totally to the areas eligible under 
objective 6. Regions Cl and C2 belong mainly to objectives 5b or 6. In the regions A and B 
there are several municipalities that do not qualifjr for the regional objectives. As the aids 
under objective 6 cover also the measures according to objectives 2, 3, 4, 5a and 5b, the 
support level in regions for objective 6 is 1.4 times the levels for objectives 2 and 5b. The 
characteristics of the structural support regions are presented in table 15. 

Table 15. Characteristics of the regions as defined for the structural support (Vironen 1996). 

Share of those 
Population, Number of living in the core Density, 

Area, k m z  municipalities countryside, % inhabitantskn’ million (1 993) 
Region 5 b 

71 6.3 120.4 2.36 16.6 Remaining 
48 23.2 45.8 0.79 17.4 ReEion 2 
115 19.5 4.1 0.84 206.0 Region 6 
22 1 70.5 11.5 1 .O9 95.2 

, All of Finland 338.2 5.08 15.0 24.9 455 

........................................................................................................................................................................................................................................... 

........................................................................................................................................................................................................................................... 

........................................................................................................................................................................................................................................... 

When contemplating the value of directing structural funds to areas with low population 
density - investment in “region” instead of “people” - table 16 may be useful. In Finland, the 
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annual support per head under the regional objectives 1, 2, 5b and 6 is 60 ECU, whereas for 
example in Greece, Portugal and Ireland it ranges between 268-3 15 ECU per head. If all the 
objectives are put together and divided by the population, the support in Finland is the same 
60 ECU per capita, still below the community average of 75 ECU. E any national integrity or 
right of existence is granted for the smaller member states in the fùture, the regional and 
stru'ctural support level in Finland seems reasonable. 

Table 16. Relations between population and structural finds in the European Union (adapted 
from European Commission 19963). 

Population 
1994 

Obj. 1,2,5b,6 f Population f Obj. 1,2,5b,6 Objectives 1-6 i Objectives 1-6 
1994-99 f covered by per headyear 1994-99 f per capitalyear 

1 O00 miilion ECU + i obj. 1,2,5b,6 i ) ECU millionECU i ) ECU ...................................................................................................... .................................................................. ............................... .................................. 
Ireland 

10 426.0 Greece 

5 620 i 100.0% i 315 5 620 i 315 3 570.7 

17223 i 56.0 % i 108 19752 i 69 57 203.5 .. 

13 980 i 100.0% i 268 13 980 i 268 

... 81 422.0 19519 i 48 16433 i 39.1 % i 103 
Belgium 10 115.6 1 808 i ) 36 1 148 * i 31.5 % i ) 72 
Un. Kingdom 58 394.6 

173 i 15.3 % i 43 74 1 28 5 205.0 Denmark 
664 i 39.9 '%O i 46 1432 i 39 7 297.3 Austria 
950 i 24.3 ?'O i 51 2194 i 28 15 382.8 Netherlands 
819 i 54.0 % i 60 1503 i 60 5 036.7 Finland 

8 195 * i 46.2 % i 61 13 334 i ) 46 57 899.7 France 
7757 i 41.7% i 64 11 409 i 39 

24 
Sweden 8 473.4 1 178 j 28 557 i 54.5 % j 24 
EU 15 369 882.8 138201 75 116 881 j 47.9 % f 123 

...................................................................................................... .................................................................. * ....................................... .............................. ) 

.. .!??*g!?!.." 

Spain 

.................................................................. 13 980 +. i ............................... 100.0% 'i .). ................................. 2 82 13 980 ., i 2 82 .............................................................................. 9 902.2 

* .....".".., ................................................................................................ %%!?l 
+ ................................................................... ) 1% 

29 379 i 84.5 % i 178 31 668 i ) 162 39 149.5 
...................................................................................................... .................................................................. + .................................................................... ) 

....................................................................... .................................................................................................... ................................ ................................. 
........................................................................................... .................................................................. .. 

.................... ................................. ..................... .................................. 
..................................................................................................... .................................................................. ................................. .................................. 
.................................................................. ................................. 9 ................................. ; .................................. ................................................................... 
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Community initiatives 

In addition to the objectives of the structural and regional policy, some of the community 
initiatives are significant for the Finnish countryside. Leader II is intended to support rural 
development projects designed and managed by local partners in country areas, with emphasis 
on measures that are innovative, have a demonstration value and are transferable. The Leader 
initiative should stimulate close involvement by the local population, associations and 
communities. In Finland Leader II applies in the rural areas covered by objectives 5b and 6, 
altogether 22 districts. 

Interreg II focuses on cross-border co-operation, aid to areas on the Union's internal and 
external borders, and the completion of energy networks to link them up to wider European 
networks. For the borders with the countries of central and eastern Europe, a cross-border co- 
operation programme was adopted in 1994 in the framework of the Phare programme. In 
Finland, this initiative has significance at the rural regions along the Russian border and in 
relations with the Baltic nations. 

Natura 2000 programme aims at maintaining the natural biological diversity within the 
European Union. The biotypes as well as plant and animal species to be protected are listed in 
the bird and nature directives of the EU. Finland submitted in January 1996 a list of Natura 
targets located on state-owned land. Regional Environment Centres have compiled their 
suggestions on additional targets to be included. These propositions include also targets on 
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private land. The public hearings related to the proposed targets are currently in progress. The 
programme has raised strong opposition among the farmers and also in other government 
branches, who blame the ministry of environment of secretive preparation of the programme 
and too single-minded attachment to ecological issues, on the farmers’ cost. 

Altogether, the Natura programme covers about 3.5 million ha (1 1 % of Finland’s land 
surface), 76 ‘YO of which is located in Lapland. The programme is mainly based on old 
protection areas and programmes. In addition to those, about 100 O00 ha of private land is 
proposed to be protected. These targets will be subject to restrictions of measures that would 
reduce their natural values. Reimbursements are planned for targets with lost economic 
utilisation potential. The Natura areas should be created within six years from being approved 
by the EU. 

4.4. Investment aid in agriculture 

As Finland joined the European Union, the national legislation on structural policies was 
adjusted to the community environment. The legislation aims at enhancing the structural 
adjustment of the rural livelihoods. The most important laws are related to the investment aids 
for agriculture, state loans and state supported loans for agriculture, direct aids and setting-up 
of young farmers. (Niemi et al. 1995) 

Investment aid within the community system for supporting agricultural investments is divided 
to measures co-financed by the EU and purely national measures. The forms and levels vary 
between countries. The investment aids are targeted on: 

-developing product quality and directing the production according to the demand 
-diversifling the activities of the farm 
-decreasing the production costs 
-upgrading the conditions of living and working 
-enhancing the hygienic conditions in dairy farming 
-improving the environmental protection 
-in addition to the agricultural investments, also to small enterprise activity, hrther 
processing and marketing, and professional education. 

In order to be eligible for the investment aid Co-hnded by the EU and the national 
government, the farmer has to hlfil the following conditions: 

-the applicant is a full-time farmer (at least 25 % of income fi-om agriculture and at 
least 50 % fi-om agriculture, forestry, tourism, craftsmanship, or supported 
management of countryside; at least 50 % of the working hours are done at the f m )  
-the applicant presents a development plan for the farm 
-the applicant has sufficient professional skills 
-statutory book-keeping systems is applied 

The conditions that qualifjr a farm for the Finnish national aids for agricultural investments are 
defined by the law on rural livelihoods, MEL 1295/90. Both some exceptions and some tighter 
definitions compared to the community criteria are applied. 
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Figure 10. Co-Jinanced investment aid 1995-99 for the objective 6 region and rest of FinIand 
(million ECU) (niemi et al. 1995). 
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The total sum of the Co-financed and national investment aids in Finland for 1995-99 is 28.7 
million ECU (figure 10). The amount of national state loans and direct aids in 1995 was 
around 100 million ECU and the state supported loans around 1 10 million ECU. 

4.5. Impact of the membership 

4.5. I .  Impact on the farms 

Price adjustment 

The adjustment of Finnish farms to the community price levels has now been going on for two 
years, and the long-term effects remain still to be seen. Although the EU membership does not 
affect the principles of economic action, the change in prices and relative prices as well as in 
direct supports will probably influence the output produced and inputs applied. The producer 
prices were cut by about 50 % compared to the prices in 1993, and they are now near the 
average community level. The prices decreased most for cereals and least for milk. The 
decrease in input factor prices (production costs) was most noticeable in industrial fodder and 
fertilisers, but smaller than initially expected. As a whole, the input prices decreased only by 15 
YO from 1993 to 1995. (Vironen 1996, Ylätalo 1996) 

Studies on the short-term effects of the new price and cost levels are currently underway. 
Ylätalo (1996) describes the effects of the new situation in the decision-malung of farmers 
based on a production and cost theoretic approach. The main findings are summarised below, 
as listed by Ylätalo et al. (1 996). 
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MiIk 

The situation in milk production depends heavily on the state of production facilities (fixed 
assets) at the farm. If new investments are being planned into the silage harvesting chain or to 
increase milk production, the decisions are likely to favour systems that emphasise usage of 
cereal fodder more than before. 

The hectarage payments favour the production of fodder cereals instead of grassland farming 
with a sigmficant difference. The decisions on plant cultivation at a dairy farm depend on the 
price relations, production technology available, and on the support policy. The community 
system is guiding the production to the wrong direction fiom the ecological and ethical 
viewpoints. By increasing the support for grass, the nitrogen and phosphorus emission could . 

be diminished. For example the annual nitrogen run-off on grass is 5 kg/ha, whereas on cereal 
field it is about 1 1 kg. On an individual farm, one has to find the optimal combinition of field 
usage and cow feeding style. The level of agricultural income is mainly determined by the aids, 
(Ylätalo et al. 1996) 

The quota for delivery milk was defined as 2 343 million kg, according to the production of 
1992. Already during the membership negotiations, this amount was known to be exceeded in 
practice, as the total sum of quotas held by the farmers was bigger. In February 1996 the 
Commission granted time for adapting the quotas to 1 April 1997. As the national quota was 
exceeded by 107 million kg in April 1997, even after the adaptation measures, the remaining 
excess will be cut by decreasing the farm quotas by 4.5 % each. This necessitates an additional 
price support between 1 April - 3 1 December 1997, totalling 70 mill. FIM (12 mill. ECU), 
because the investment aids are connected to the farm quotas. 

Along these decisions, the minimum requirements for the number of cow places in the plans 
for new production buildings eligible for the agricultural investment aid were lowered from 25 
cows to 23 (140 O00 kg to 128 800 kg milldyear) in southern and middle Finland, and from 18 
to 16 cows (1 O0 800 kg to 89 600 kg) in Lapland and the archipelago region. In its decision in 
February 1997 the Commission also approved the delivery of northern aids according to the 
real production volumes at the farms instead of the administrative quotas, as long as the 
national quota is not exceeded. ( M "  1997) 

The quota adjustments are important for avoiding the payments of fines. If the national quota 
is exceeded, the member state is obliged to pay 1.25 times the producer price for every litre in 
excess to the EU. The system allows balancing the farm quotas within the national quota - as 
long as national quota is not broken, individual farms may take the risk of over production. In 
case of fines to be paid, they will be funded by collecting the fines from the producers 
exceeding their quota. According to the latest information, the balancing of national quota will 
be done in fbture at the level of inbuying dairies. This method has the advantage of better 
control of both threatening over-run or not meeting the maximum quota. 

Beef meat 

In beef production, proportion of grain will increase in the feeding after the EU accession, 
because the price of grain compared to silage and hay will fall. Silage will be preferred to hay 
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for economic reasons. Because most of the calves come fiom the dairy farms, disturbances in 
the milk sector caused by the membership may result as fluctuations in the calf exchange. 

The beef production is also affected by the support policies. During the transition period, the 
principle of determining the support in the northern regions changes from carcass-weight- 
based to age-based support. This causes decrease both in the slaughtering age and 
consequently in the slaughtering weight of the animals. In addition, it will cause periodical 
peaks in the supply of slaughter animals. 

The change in the support scheme may cause as much as 25 % fall in the supply of bull beef 
The national support policy means that the optimal days for feed depend on the date of birth of 
the animal. Support bound to a particular time of the year determines the optimal slaughtering 
time. (Ylätalo et al. 1996) 

Pig meat 

The main effect of the new situation for the pig farming was perhaps the decrease of fodder 
prices. Cereal fodder became cheaper than protein fodders. The optimisation of plant 
production on pig f m s  follows the same principles as on farms specialising in plants. Before 
the membership it was usual that farmers cultivated bread cereals or malt barley, and bought 
cereal fodder or full protein fodder, thus profiting of the price difference. This practice will be 
profitable during the transition period also, but diminish towards the year 2000. Changes may 
by expected then in the plant cultivation strategies of the pig farms. (Ylätalo et al. 1996) 

In the wake of accession to the EU, there has been a struggle between the slaughter-houses 
for the market shares, leading to reduction both in retail and producer prices. This has lead 
into decrease in producer prices for pork. Farmers’ association calls for other means of 
competing in the domestic and international market, such as cross-ownership or streamlining 
of the processing structures. 

Some difficulties have also resulted because of lengthy contract periods between farmers and 
slaughter-houses. For example, farmers were not able to share the increase in pork price that 
resulted elsewhere in Europe because of the BSE disease. The same is likely to happen in 
1997, when classical swine fever is pressing the price up. In Finland, the slaughter-houses have 
already sold the production of the whole summer for rather low prices. (Maaseudun 
Tulevaisuus 1997a) 

Cereals and other plants 

In plant production, the new European operating environment is reflected in the decrease of 
the income generated through actual production activities. The agricultural revenue will 
consist mainly of direct aids based on hectarage. Thus, the support policies are central in the 
farm planning and decision-making. Undesirable development in the prices and costs may lead 
to changes in cultivation techniques or to active extensification of the production. This means 
that the total supply curve may become erratic. Continued unfavourable development due to 
changes in the common agricultural policy may cause unexpected changes in the national 
supply level. (Ylätalo et al. 1996) 
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The cereal production in Finland has to adapt to the free competition on the inner market and 
thus to develop its strengths and take advantage of its possibilities. In order to promote a 
national consensus on the desirable adaptation strategy, National Cereal Programme has been 
built for 1997-2000 (M” 1997). It aims for connecting various smaller projects and 
facilitating a more comprehensive co-operation in the adaptation and development efforts. The 
programme has four main areas of action: 

-decrease in the production costs of cereals, by rationalising and adding to the 
efficiency the usage of production factors and inputs. In practice, this means increased 
holding size, better follow-up of farm economics and closer control of the production 
costs. 
-increase of the value-added in the whole production chain of cereals, thus also in the 
primary production. Strategies and implementation plans for each pro#uct, quality 
systems. 
-development of the information and marketing systems related to cereal production 
and trade. 
-development of information and promotion of the Finnish cereal sector especially 
directed for international target groups. 

Sheep products 

The market for sheep meat was deeply affected by the EU membership. Strong import 
pressure of the most valued parts of lamb is decreasing the price and inhibiting sales of other 
part of carcass. Well started increase in domestic consumption was stalled in 1996, as sheep 
meat imported from New Zealand was routinely on sale. The Finnish producer prices have 
been the lowest in the EU since 1995, lagging about 40 % of the community average. 

Decrease in production is already visible. In 1996 the sheep meat production was already 
about 100 O00 kg less than in preceding years. The share of imports is thus one third of the 
total consumption of 2.2 million kg. Farmers report difficulties in marketing slaughter animals, 
because the slaughter-houses no longer deep-freeze carcasses. Postponed slaughtering 
decreases meat quality, increases costs and decreases the farmer income. Problems have been 
encountered also related to the EUROP classification and carcass weight categories, as well as 
the producer payment system that does not correspond to real market value of the carcasses. 
Farmers were wondering how the domestic sheep meat, cheapest in the EU at the farm gate, 
did not find markets in 1996. The reason was revealed as high slaughtering costs, which 
increased the wholesale price too much. 

The other main product, wool, faced also price decrease. For most producers, wool has lost its 
economic significance. Still, the sheep must be sheared once a year, and some farmers are 
forced to burn the wool. 

In order to overcome the difficult situation, the farmers’ association proposes increases in 
direct income support and ewe premiums, and maximum use of the national aid. The 
production structure should be improved through increased investment aid as well as supports 
reducing production costs, such as pasture support for whole country. The value of sheep in 
maintaining the rural diversity and landscape should be emphasised. Producer-driven 
organisations for slaughtering and marketing are needed. (Joensuu 1997, Maijala et al. 1997) 
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Environmental measures 

The first effects of the environmental aids for agriculture have been studied by the Finnish 
Centre for Environment, SYKE (M” 1997). In a survey comparing situations in 1994 and 
1995, the following notions were made: 

-use of vegetation cover on the fields during the winter had increased. 
-there was a shift towards lighter tillage methods especially in the southern cereal 
cultivation regions, but not sufficiently in Finland as a whole. 
-recording of field working measures by field block had become more frequent, but is 
still rather rare especially in the north. Block records will be required along the 
environmental management plans in 1998. In the end of 1995, the plan had been 
prepared at 1 O % of the farms. 
-the average levels of fertiliser use were lower, but not yet significantly (tlie values are 
calculated as a four-year average). 
-the farmers would need to spread the manure for a larger field area than is available, 
in order to keep the phosphorus levels down. There is need for co-operation between 
farms and for extension in how to measure the nutrient levels correctly. 
-some shortcomings were detected in the manure storage capacities. 

It seems that the objectives on the protection of water systems will soon be achieved. The 
basic environmental measures aided cover now 85 % of the field area in active cultivation. 
About half of the farmers have participated in education related to the environmental 
measures. The measures aided witbin the special environmental aids, on the other hand, are 
slightly behind fi-om the objectives. For some measures, the contracts are plentiful, like for 
organic farming, landscape management, maintenance of traditional biotopes or liming of sour 
sulphate soils. The number of applications related to special protection zones for waterways 
has been smaller than expected. 

Other effects 

According to Ylätalo (1996) there is a danger of apparent farming in plant, beef, and pork 
production. Since it may be assumed that it is not in the Finland’s national interests to leave 
food supply largely dependent on imports, certain requirements for farming will probably be 
introduced for receiving support. These may consist either of certain quantities of inputs 
required to be applied or a certain quantity of output to be produced per production unit. 

Towards the end of the transitions period in 2000, the profitability of all agricultural 
production lines will fall. This affects the farmer’s willingness to continue in farming, as the 
price relations between inputs and outputs is unfavourable and the national supports decrease 
towards 2000. The decrease in farm revenues will be difficult to compensate by pursuing 
fbrther developments in productivity. In practice, this will mean that the level of investments 
into agriculture will fall despite the investment aids provided. The current increase in 
investments, especially in pig farming, is due to the fact that the farmers wish to take 
advantage of the higher supports and environmental aids in the beginning of the transition 
period. In the long run, investments will be made only in genuinely profitable production. 
(Ylätalo 1996) 
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The agricultural sector still provides a major share of employment in the northern regions (Cl- 
4). Between 1980 and 1994, only 6 % ofjob losses in agriculture were offset by other sectors 
of economy in these regions. According to the European Commission (1997), this is clear 
evidence of the importance of the northern region support, as well as other supports in 
maintaining population in the area. 

The psychological climate among the farmers is depressed and undecided according to a 
survey done by Vesa Kallio2 (Kukkonen 1997). Half of the farmers feel themselves betrayed 
.by the rest of society and that they have no leverage on their present or future situation. The 
most annoying issue is the agricultural policy, which is perceived as unstable and bureaucratic. 
Dependence on outside income and agricultural aid is considered humiliating. The stress 
burden is biggest at animal production farms. Also farmers working bigger farms (over 100 
ha) are stressed above average. 

4.5.2. Impact on the farm sector 

7hefirst two years 

The market prices for agricultural products decreased in 1996 on average by more than 4 %, 
compared to 1995 (the first year of membership). In plant products the drop was almost 16 %, 
but the animal products remained almost stable. Producer prices (production aid included) 
decreased strongly, mainly due to the shiR from production-based support to direct unit-based 
support. (PTT 1997) 

In 1996 the Eurostat published estimates on the development of agricultural income in the 
member states. According to this report, the income per work input unit rose in Finland 
signrficantly, second only to the rise in Spain. This was noted with surprise by the Commission 
and European parliament, waking doubts for the necessity of agricultural aids in Finland. 
According to the Pellervo Economic Research Institute (PTT 1997), the large step was caused 
by the data provided by Statistics Finland along the Eurostat regulations. In the data, the 
income figures for 1995 were artificially low, because the decrease in stock values at the farm 
was attributed as a whole for the year 1995. In addition, the rehnds paid for that decrease 
were handled apart from the agricultural calculations as household capital transfers. PTT is 
calling for the Finnish government to give an official report for the Commission on the 
exceptional bases of calculation for 1995-96. 

The border between the support regions A-B in Southern Finland and the regions C for 
northern support seems to represent a too large step in the supports according to Vironen 
(1996). On the border regions, two f m s  having in practice identical natural conditions of 
production may notice a significant difference in their revenue because they belong to different 
support regions. According to Vironen’s calculations, over 90 % of the agricultural income 
will be generated in the regions C, beyond the 62nd parallel, although about 40 % of the active 
farms are situated in the regions A and B. 

University of Helsinki, Mikkeli Centre for Rural Research and Education 
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The fall in revenue of those farms in southern Finland, which have a natural comparative 
advantage will undermine the competitiveness of the agro-food sector, e.g., in regard to the 
increasing imports within the community market. Vironen (1996) concludes that the aid for 
remaining serious difficulties, as provided for in article 14 1 in the Act of Accession and 
already granted by the Commission, is indeed necessary. However, the future availability of 
this support is unknown and this causes uncertainty among the southern farmers. 

Future alternatives 

Along the membership in the European Union the term “structural change” became more and 
more used in the Finnish discussion. However, the structural change is not a new 
phenomenon. In fact, the evolution of holding size, competitiveness and work force has been 
going on since the 1960’s. The number of working hours in farming decreases as the holding 
size increases, the number of farmers decreases and the number of fill-time farmêrs decreases 
also. Additional income is being searched either from forestry, primary processing and 
contracting possibilities, or outside the farming sector from business not related to agriculture 
or going to outside work. 

The study by Niemi et al. (1 995) outlines two alternative scenarios for the development of the 
number of farms and the lines of production between 1994 and 2005. The first alternative is 
calculated based on assumptions for a “soft adjustment”, where reasonable farm income level 
is retained by additional national supports, and where the production volumes are about equal 
to domestic consumption. The number of active agricultural farms as a whole would fall from 
91 O00 to 54 000, meaning that 4 O00 farms would give up their production each year. In this 
case, the income of dairy farms would remain on the same level if the number of farms is 
below 20 O00 in 2005 (35 O00 in 1994). This would mean a decrease of 1 500 farms each 
year. 

Increase in average milk productivity would mean that the quotas can be met without firther 
investments in buildings - with some animal places remaining unused. However, the natural 
pace of structural development will not be able to meet the national milk quota. Niemi et al. 
(1995) estimate the amount of investments needed in structural adjustment as 300-320 million 
ECU each year. Most of this sum would have to be fbnded without public support. 

The second scenario is based on the assumption that the CAP support regime will be applied 
strictly after the transition period. This would mean a significant decrease in farm income. The 
number of all farms would fall below 37 O00 (about half of the 1994 number). The number of 
dairy farms would f d  below 15 000. In southern Finland, part of the cereal farms would shiR 
into dairy farming, which would have a positive effect on the rural landscape. On the negative 
side, the use of pesticides and herbicides would likely increase. In the eastern and northern 
Finland the countryside would face a firther decline. Table 17 presents the two alternatives in 
figures. 

5 5  



Table 17. Number of f m s  by production line in I994 and in two scenarios for 2005 (Niemi 
et al. 1995). 

I I Alternative 1 :  Alternative 2: I 
I 1994 Soft adjustment i Pure community system 

Milk 34 829 19 O00 14 O00 
Beef meat 

2 204 800 500 Eggs and Podtry 
6 631 3 400 1 400 Pig meat 
9 677 5 300 2 600 

Plants 37 294 25 O00 18 O00 
90 635 53 500 36 500 

Forestry h o l d q s  7 514 8 O00 8 O00 
Other holdings 16 361 8 500 4 500 
All active holdmgs 114 510 70 O00 49 O00 

... EE!?..*C?.&O!*S ...... ._ ................ * ..................._.-..*.".... ~ ....... i ............................................................ .._._. ~ ~ ...___..__......, 

..-... .... ...... I............. .......................... ......" _.._ ........................ ~ -.................... ; ........................................................... .......................................................... 

The above figures assume that the production volumes remain on the level of domestic 
consumption. If the volumes would fall for example by 30 %, due to increasing imports, the 
number of holdings engaged in basic agriculture would fall in the first scenario to 40 O00 and 
in the second to 25 000. 

As the third potential alternative, a farming sector primarily based on ecologically sustainable 
principles has been discussed (Kola et al. 199 1, Brax and Varis 1994, Heinonen 1995). The 
dnving force for this alternative could be found in the increased awareness of the external 
effects of the ago-food sector, in the same way as with the forest-wood chain. The external 
costs would be taken into account in production. 

As for example organic farming is rather labour-intensive, it would support the concept of 
family f h n g .  The positive effects of this change in direction of the farm sector would 
include large domestic and international markets, environmentally more fhendly cultivation 
methods, and maintenance of the cultural landscape. However, it is considered somewhat 
unrealistic to opt for transfiguring the whole farm sector into the ecological farming mode 
within a short time fiame. 

Adaptation strategies 

The alternative strategies for adaptation by the farms can be outlined as in table 18, with the 
characterisations of the farm types most probably resorting to them (Niemi et al. 1995). 
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Table 18. Alternative strategies for ariaptatìon (1viemì et al. 1995). 

I I l 

I 1. Farming continued as at present. I 2. Increasing the holding size 

-small fanus in the perimeter of farming areas 
-elderly farmers with no following young f m e r  
-small debt burden 
-necessity of new and renewal investments wiU limit the 
remaining operational time fiame 
-limited number of production alternatives 

-structural rationalisation 
-decrease in the unit costs 
-farms that are already bigger than average 
-young farmers 
-these farm play central role in the futture of farming sector 
in Finland 

3. Diversifying the farm activities 

-relatively small scale activities 
-farms with outside incomes of part-time farmers 
-products or services to meet local or ~ t i o n a l  
(intemational) demand 
-networkmg and specialisation 

4. Differentiation of the product 

-lines of production with alternative approach available 
-organic farming for example 
-only certified organic products can compete in export 
markets 
-where competitive mass production not possible 

In a small country like Finland, with a sparse population and long distances, the future of the 
farming sector seems bound into a vicious circle (figure 11) with contradictory pressures. If 
competitiveness is sought through the means of rationalisation, other strengths of the 
countryside may be undermined, which in turn decreases the competitiveness. New remedies 
will be needed to break the circle of contradictory prerequisites of maintaining both 
competitiveness in the common market and the regional balance of habitation and economy. 
At the moment, there is no national consensus about the direction of adjustment to be chosen. 

Figure I l .  The problem of adjustment faced by the Finnish fàrm sector and rural resons. 
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Because of higher yielding plant and animal strains and the advent of biotechnology, the 
current process of concentrating farming in especially favourable areas will be likely to 
continue. The total area under cultivation will continue to fall, as will the number of farmers. 
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These intensive forms of farming may, however, be offset by new niche markets developing as 
farmers respond to sophisticated consumer tastes by producing new products and also 
increasing the production of traditional, high quality, regional specialities. 

It seems that the agriculture is moving into a new era of entrepreneurial farming - or perhaps it 
is calling for a revival of the old principles of independence and self-reliance. The requirements 
and possibilities of development for the farm are in continuous change driven by new 
information and external operating environment. The expectations and hopes of the consumers 
are related to the looks and content quality of the products and to the environmental effects of 
production. "The good farm" would operate without price subsidies, hopefilly also without 
regional aids, but still keep on maintaining the traditional rural landscape and avoid causing 
damages to the environment. On one hand, the consumers prefer cheap products, while on the 
other, they are willing to pay a premium for domestic products with higher. quality. The 
situation is not very straightfonvard. 

Also potential issue in the new farming entrepreneurship may be the use of information 
technology and microelectronics. Applications for recording and controlling the living 
conditions of plants or animals, recording information by field block or animal and machinery 
Set-up and fine-tuning can help adapt the production techniques to the farm-specific or 
weather specific requirements. 

The European integration development is a significant shaper of the Finnish agricultural sector. 
The common policies for agriculture, environment and competition are the main determinants 
of the competition situation at the market and of the public support for unfavourable areas. 
The aids for fanning are considered more acceptable if they are related to issues central for 
managing the environmental threats than direct subsidies (extensifkation, eliminating 
emissions, maintaining biological diversity). 

4.5.3. Effects on political level 

Agricultural policy in Finland 

A government working group on the agricultural policy in Finland presented its final report in 
January 1997 ( M "  1997/2). The task of the group was to outline the objectives of Finland 
in regard to the renewal of the common agricultural policy and to look for measures to 
strengthen the competitiveness of the Finnish farms in the common market. 

The working group supports the tendency of replacing price subsidies with direct income aids, 
moving towards environmentally motivated aids and towards more comprehensive rural policy 
instead of sectoral agricultural policy. The production quotas and ceilings are considered 
necessary at least in the medium term, as well as the basic nature of the common market 
organisations. 

The suggestions for enhancing the national competitiveness, development of new products and 
sustainable, economical use of the natural resources, as well as the conditions at an individual 
farm, include the following: 
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-emphasis on Finland’s comparative advantages: clean soil, water and air, that make 
even conventional agricultural products competitive in purity and quality 
-creation of a quality system for the agro-food chain based on IS0 9002 standard, 
starting from the farm 
-continued emphasis on the development of organic production 

-decreasing the taxation and facilitating easier farm hand-over between generations 
-studying the applicability of alternative types of enterprise or company in agriculture, 
to separate private household from the business unit, as well as to control the effects of 
possible bankruptcy 
-developing and implementing a quality management system for the farms as a part of 
the food chain quality system 

The task of strategic agricultural policy is to enhance the possibilities at the farms to find 
individual, long-range solutions for adapting to the new conditions. Increased profitability, 
fùrther processing, better quality and efficient marketing are mentioned as tools for achieving 
better competitiveness at the EU market. 

Swinbank (1996) notes that with a limited population growth, Europe’s farmers face a static 
market. However, the farmers have access to new technologies and managerial techniques that 
are capable of generating impressive productivity gains. Consequently, a progressively smaller 
resource base in agriculture is capable of supplying the food and fibre requirements of the 
population. In particular, fewer farmers, and larger farms, are required to fùlfil the demand. 

The policy-makers dilemma is thus related to a concern with farm incomes and food security, 
and to a concern with surplus production. According to Swinbank (1 996), agricultural policies 
at best attempt to facilitate the adjustment process and to cushion its impact on those least 
able to change. At worst, agricultural policies attempt to thwart inexorable economic trends. 
In Finland, clear directions are few, but the following are listed by Kola et al. (1 991) and 
Niemi et al. (1995): 

-competitive efficiency-basedproduction (questionable: holding structure, natural 
conditions, environmental limitations) 

-organic extensive production (clean products, ethical animal production; better, but 
requires findamental change in farmer attitudes, structural change in the processing 
chain and trade, and efforts in export to ensure sufficient volumes) 

-other sustainable solution based on the present holding and production structure 
(unified prescription perhaps impossible; individual solutions, innovative combinations, 
not to be replicated in excess on the local scale) 

In the worst case of regional development, as outlined by Hannu Katajamaki3 (Heiskanen 
1996), in about twenty years the population is concentrated around the triangle of cities 
Helsinki, Tampere and Turku. North of Tampere, the land is almost uninhabited, and the 
young people move south as soon as they can. The small towns wither down, in the north 
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perhaps only the city of Oulu is able to stand its ground. Rest of the Finland is producing 
wood for forest industries and serves as a target for experience and adventure oriented 
tourism. 

In the very long run, Kettunen (1994) sees a possible solution in the population growth 
beyond Europe. The Finnish field area is only 2 % of the total field area in the European Union 
of 15. However, this area has exceeded the domestic demand of food. Part of the agricultural 
area has been transferred to other uses; it has been for example afforested. Talung into 
account the growth of world population, this tendency may need to be turned during the next 
20 to 30 years, resulting once again in a new task of restructuration. 

Common agricultural policy 

The fbture of the CAP is seen affected strongest by the possible enlargement of @e EU to the 
eastern European countries and by the international trade negotiations. If the countries in 
central eastern Europe would become members of the European Union, the old CAP would be 
rendered inapplicable. The number of farmers would be doubled, and the cereal production 
and number of dairy cattle would be increased by one half from the present. 

The negotiations in the World Trade Organisation will be started at latest in 1999. The central 
goal will be to lower the trade barriers. This is supported especially by the bigger exporters of 
agricultural products like the United States, New Zealand and Australia. The direct income 
supports are expected to gain even more significance as a result of the W O  round, also in 
Europe. 

Finland aims at promoting changes by which the severe natural conditions in countries like 
Finland could be better taken into account. If the northern conditions could be regarded as 
belonging to the same category as the mountain regions in central and southern Europe, as a 
rule instead of an exception, it might help in maintaining the rural livelihood. In time, this 
could lead to a wider comprehension of the differences between areas where efficient 
agriculture is feasible and areas with less favourable production conditions. 

The system for agricultural aid in the EU should be simplified and made more equal. The 1992 
reforms go some way down the path of reform, but more would be needed. Special attention 
should be paid to the conditions of family farming, which is essential in supporting the 
countryside habitation while easier to adapt into the environmental and ethical requirements 
related to plant and animal production. 
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5. SUMMARY AND CONCLUSIONS 

Summary 

Membership of the European Union and application of the common agricultural policy caused 
remarkable changes in the agricultural sector of Finland. In a country where the northernmost 
limits for the most important agricultural plants can be found, adjustment into a common 
policy regime with more favoured countries is not a simple task. The Act of Accession, 
together with the preceding series of original treaties and their amendments form a complex 
institutional setting for the common agricultural policy. Change from one regime to another 
overnight displays differences clearly and promotes scepticism, especially in a case as heavily 
bureaucratic as is the agricultural sector. 

Because of the northern natural conditions, yields in Finland are lower than in the central 
Europe. The farm sector is also weakened by the small average size of the holdings, lack of 
maintenance investments, and ageing farmer population. Cereal production takes place in the 
southern Finland mainly. Dairy farming is dominant in the eastern and northern Finland. The 
length of the growing season is the most limiting factor in field production, as it ranges from 
six months in the south to about four months in Lapland. In practice this means that in the 
spring, tillage and sowing can be started only in May (later in the north), and that cereal 
harvesting takes place in August-September. The hay and silage harvests are similarly limited 
by the short season. Because of the harsh winter, farm buildings for animals, fodder and 
equipment cause heavy capital costs and debt burden. 

The terms of accession set the production quotas for basic agricultural products near the pre- 
accession levels. As surplus has been a problem in Finland too, the quotas were not a key issue 
in the negotiations. Border controls were abandoned as from day one, instead of adjustment by 
degrees. In addition to the aids regime within the common agricultural policy, the Co-financed 
aid for less-favoured areas was granted for 85 YO of the agricultural area together with 
environmental aid. 

Degressive national aid was authorised for the five-year transition period as well as national 
aid for northern areas above 62nd parallel. A new objective 6 was created for the Structural 
Funds, concerning Finland and Sweden. This objective promotes the development and 
structural adjustment of regions with an extremely low population density. In Finland it covers 
68 % of the country and 16.7 % of population (average density below 4 inhabitants/krn*). 

Change in producer prices, input prices and agricultural aid created need for considerable 
structural adjustment in the farming sector. Prices were cut by about half compared to time 
before membership. The price reduction was greatest in cereal and milk production. Decrease 
in input prices was around 15 %, most visible in fodders and fertilisers, but not as significant 
as expected. 

In order to overcome the sectoral income loss, changes are expected both in the holding 
structure and production cost structure. Depending on leeway in the fùture national support, 
the 91 O00 active of 1994 may be reduced to between 37 O00 - 54 O00 by the year 2005. A 
significant amount of investments (some with aid, but most without) will be required for the 
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development in holding structure and maintenance of rural livelihood. Employment in the rural 
regions is threatened, and compensative livelihoods are being sought from firther processing, 
forestry, organic farming, non-food production, and fm-based non-farming enterprises. 

Comprehensive rural policy 

European Commission (1996b) has outlined some directions for the fbture of the common 
agricultural policy. Rural society is undergoing far-reaching changes, and it is increasingly 
subject to pressures which threaten the balance between regions. Predominantly rural areas 
account for more than 80 % of community territory and over one quarter of its population. 
Well-being of both people and environment is threatened by an “agricultural crisis of 
existence”. This crisis is demonstrated by the economic decline of rural regions, ageing farmer 
population, drift of young people to the towns, and disappearance of vital services. 

According to Heiniluoma (1997), one reason for the difficulties of rural development in 
Finland may be the tradition of rather centralised, bureaucratic administration. The farmers are 
expected to comply with a huge set of rules given from above, and there is no space for self- 
guided, independent manoeuvres. To overcome this difficulty, the regional administration and 
democracy would have to be given, or they should take, more leverage in local questions. As 
the risks and challenges of development exist in the localities, also the counter-balancing 
activities should be undertaken there. 

All these developments together will increase the challenge to switch progressively from a 
purely sectoral agricultural policy to a comprehensive rural policy whch links agriculture, 
rural development and the protection of the rural environment (European Commission 1996~). 
The European rural development policy should try to cover the various aspects of economy, 
society, and culture - if possible. 

In practice, this means a dual development in the farming sector, as outlined by the 
Commission. The most favourable regions produce the bulk of the agricultural products 
utilising their relative advantage, and the goods are fiee to move on the common market as 
demanded. Southern Finland may just be able to participate this sector. The less favourable 
regions receive support in the measure determined by the political will, which is prone to 
reflect the number of potential voters in each region. As a small people, the Finns are 
somewhat ill-positioned in this contest for defining the nature and scope of cohesion as a 
community goal. 

Union-wide cohesion 

The cohesion debate in the European Union is beginning as the Intergovernmental conference 
approaches its end. The next budgetary perspective starting in 2000 will express in figures the 
Union’s plans for the least favoured regions and social categories. The Maastricht Treaty on 
European Union places cohesion on an equal footing with the establishment of economic and 
monetary union and the completion of the single market. 

According to Collado (1997, PE 221.482), the move in the direction of political union will 
necessitate similar cohesion within the community as exists currently within each member state 
- a machinery for ensuring solidarity, embracing those groupings which have structural 
difficulties in integrating into the European model and social system. The competitiveness of 
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the European production system, agriculture included, is inseparable from cohesion. It seems 
that the original logic of the 1950’s related to the role of agriculture and regional balance still 
applies (section 2.1). 

The darkest scenarios of regional development can be seen as a motivation for the regional 
community policies, trying to avoid the negative evolution. The potential means available for 
pursuing better alternatives include for example the development of infkastructure, 
development of the structures of production, processing, and marketing and strengthening the 
competitive advantages of the threatened areas in agriculture as well as in other sectors 
providing work and income. 

According to the view of the Commission, a community policy for “multisectoral rural 
development” must help to preserve the social fabric and develop viable rural communities. 
From the Finland’s point of view, this kind of policy is more than welcome. Bekause of long 
distances and low density of habitation - even in relatively strong regions - the viability of rural 
living cannot be restored by individual surviving farms only. This handicap can only be 
overcome by creating the “social fabric” by ensuring the existence of also non-producing 
farms, transportation and communications infrastructure, and the social infrastructure. 
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