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Foreword 

Within the framework of UNIDO's programme of induscrial studies, 

the Regional and Country Studies Branch carries out surveillance ~f 

structural changes in industry in the light of emerging ~renrls in the 

international division of labour. 

well as a policy-oriented purpose: 

These studies serve an analytical as 

They are aimed at identifying the 

determining factors of structural changes such as resource endowments, 

factor proportior.s, technological innovations ~r corporate strategies 

~nd, on the basis of this analysis, to provide guidance in designing 

progra~mes of structural adjustment within the manufacturing sector. 

The study presented here appli~s this general approach to the 

case ~f Finland and elaborates in detail o~ ~he adjustment requirements 

t~at Finnish industries are ~~~ing due to emerging competition from 

developing countries. To thi~ end, industrial competition from third 

world countries is analyzed separately for three different market areas: 

import penetration of Finnish domestic markets, import substitution in 

the markets of developing countries and export competition in a third 

market. In sectoral terms, special emphasis is given to garments and 

foresr industry as the two Finnish net exporL sectors. Finally, a short 

investigation is made of lhe stage and pattern of intern~tionalization of 

the Finnish economy focussing on transfers of production capital and 

technology. 

The study was prepare~ for the Regional and Country St~dirs Branr~ 

by Kimmo Kiljunen, Fellow of the Academy of Finland, Helsinki. 
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SUMMARY 

The study £nvestigates the implications that the changing 
pattern of the international division of labour due to 
fhird World industrialisation has had on Finnish industrial 
and trade structures. The first two chapters offer the 
background for the rest of the exercise by presenting 
some factors of che Third World industrialisation process 
and the patter~ of the international specialisation of the 
Finnish economy. The following three chapters form the core 
of the study by examining the effects of the new industrial 
competition within three possible market areas: d) import 
penetration into Finnish home markets, b) import substitution 
in the markets of developing countries themselves and 
c) export competition in a third market. In particular, 
the adjustment requireme~ts of the two Finnish net export 
sectors - the garment and .orest industries - are investig3ted 
separately. In the lasr ~hapter the transfers of production 
capit3l and technology are investigat~d in order to illustrate 
the stage and pattern of the internationalisation of the 
Finnish !'Conomy. 

It was found that the structural characteristics of the 
Finnish foreign t~ade and industrial specialisation arc 
somewhat similar to those of industrialising developing 
countries. Hence, for Finland the Third World industrialisation 
p:-ocf.'SS is relativf.'ly mnre compf.'titivf.' as compared with th~' most 
advanced industrialised f.'conomies. Finnish economic 
relations with the Third World have been very meagre, and 
hence the import penetration effects in the home markf.'ts 
dnd the import substitution effects in developing countril's 
hav!' rf.'main!'d very limited. In contrast, the major 
rl'structuring requirements may be due to the intensification 
of export competition. During the 1970's Finland's 
export market shares shrank slightly, partly owing to 
i n c r " a s (' d Th i r d W o r 1 d e x p o r t s , p a r t i c u I a r I y i n t h o s e 
sectors upon which its relative industrial competitiveness 
and sp!'cialisation havf.' traditionally bef.'n based. Nev!'rthrless, 
for th1• time bf.'ing, Finland has succPedf.'d quite wc>ll in 
adjusting to the incrPasing Third World compPtit ion in its 
nrt export SPCtors. In thP footwear and clothing industries 
the rrlativP success has bec>n dependrn~ on th!' f.'xistcncP 
of thf• bilat.Pral trading n(•twork with rhP SoviPt Union 
as we>! I as on thP way of spPcialising in high-fashion goods 
,1nd sp<>ri.11 products. In the forPst industry, the 
Finnish C< ;>('titivf'nPss toda/ is b,1sed on high-yield 
p ii p <· r p r o ..i u c t s w h i c h t' n j o y p r r f " r P n t i a I t a r i f f t r Pa t m <' n t s 
i n r h !' ma i n ,. x p o r t ma r k c> t s o f F. u r op <' , a n d h P n c <· , i n r h ,. 
s h o r r r <· rm , t h P Th i r cl W o r I d c om p (' t. i t i o n w i 1 I n o t b r• v <· r y 
S ('VI' r (' • 



Ch;:ipter I 

THIRD WORLD INDUSTRIALISATION 

Sine~ ti1c Second World War a new international division of 

labour has been gradually replacing the traditional colonial 

product ion specialisation between peripheral primary producers 

and developed industrialised economies. Dur inq and after the 

war, some independent developing countries adopted a policy of 

import substitution and attempted to produce so~e of those 

manufactures at home which they formerly acquired from abroad, 

often by relying on direct foreign investments. Moreover, since 

the mid-1960's an export-oriented industrialisation process has 

emerged, and as a consequence, some developing countries are 

becoming sites for manufacturing industry on a rapidly growing 

scale for the first time. 

Nevertheless, the overall process is slow. 

economy is still primarily based on the 

The present global 

colonial type of 

complementary trade pattern. Vertical division of labour, 

whereby developing countries exchange primary commodities for 

mar11fiictured goods from developed countries, continues to be the 

dominant feature of world trade relations. Still today, primary 

products comprise some 80 per cent of 

developing countries and even more, 85 

exports to developed market economies. 

the total exports of 

per cent, of their 

In contrast, ma nu-

facutured products comprise 80 per cent of the exports of 

developed market economies to the Third World. 

In 1980 developing countries had 74 per cent of the world 

population, but only about 20 per cent of the gross nation al 

product (GNP), and furthermore, only 11 per cent of the 

manufacturing output and 9 per cent of the exports of 

manufactures. 1 These figures demonstrate their meagre role in 

global industrial production and the enormity of the contrasts 

in absolute and even more in per capita manufacturing output 

among different groups of countries. 2 As an example, the total 

manufacturing output in the Third World as a wl1ole is about 

equal to that of Japan alone and smaller than that of West 



2 

Germany. These overall proportions should be kept in mind when 

~tarting to examine ~he new trends which have appeared in the 

NOrld trade and output of manufactur~s over the past two 

decades. 

During the first half of this century, industrial production was 

concentrated in some ten countries that accounted for at least 

95 per cent of the total world manufacturing output. The present 

global s~read of industrial capacity is, hence, a comparatively 

recent phenom2non spanning only the last few decades. Table 1 

provides a simple overview of the changing map of world 

industry, in terms of the global distribution of manufacturing 

value added and exports. The data distinguish between three 

major economic regions - DMEs (developed market economies), SOCs 

(socialist countries) and LDCs (less developed countries). 
3 

Table 1. Distri.bltion of world manctacturing value added and exports by 
major ra:;Jions in 1938-1980 (percentage share) 

1938 
1948 
1960 
1970 
1980 
1982 

1960 
1970 
1980 

™Es 

78.0 
78 .0 
73.4 
65.2 
64.0 

83.8 
84.9 
82.7 

socs LOCs 
Manufacturing value added 

95.5 4.5 
14.7 7.3 
14.0 8.0 
17 .8 8.8 
23.8 11.0 
25.0 11.0 

Manufacturing exports 

12.4 3.8 
10.1 5.0 
8.1 9.2 

SOUrces: OECD (1977), Midway Through Interfutures, Chapter X, 
Table 6; UNIDO (1983T, A Statistical Review of the W:>rld Industrial 
Situation 1982; and l.NCTAD (1982), Protectionism and Structural 
Adjustment, Trends in World Production and Trade, Table 5. 

A constant feature of world industry has been t;hr~ continued 

dominance of the developed countries. Prior to the 1970's, their 

predominance was practically unchal~enged, although among 

themselves major shifts in their relative shares of industrial 



capacity have taken place. In particular, socialist countries 

hav~ industrialised veLf rapidly during the past two decades by 

nearly doubling their share of the world manufacturing value 

added ( MVJ\) (from 14 per cent to 25 µer cent}, but the 

comparative importance of some individual countries in the 

established _ ndustrial core (e.g., Jap"in, Switzerland, West 

Germany) has also increased substantially. 

The share of the LDCs in the global output and exports of 

manufactures has remained rather marginal, since developed 

countries accounted for 89 per cent of the world MVA and 91 per 

cent of exports in 1980. Nevertheless, the figures in Table 1 

show a steady and gradual rise for LDC shares during the past 

two decades, indicating that their manufacturing output has 

grown faster than that of the DMEs. These gains in output shares 

are rather negligible, however, compared with the strides made 

by the 3ocial ist co:rntries. But there is a major divergence, 

since the industrialisation process in the LDCs has been 

disti~ctly more export oriented, in particular, durinq the last 

decade. As a consequence, the share of LDCs in world exports of 

manufactures almost doubled from 5.0 per cent in 1970 to 9.2 p('r 

cent in 1980, while their share in the world MVA rose much }('SS. 

For a long time the growth of industry in LDCs was mainly due to 

import substitution. Only in !long Kong, T.1iw.'ln Provincf' ;ind Puerto Rico 

did relatively important export-oriented industries emerge 

before the mid-1960's. Since then, however, an increasing number 

of LDCs have shifted from an inward to an outward looking 

strategy of industrial development emphasising global industrial 

specialisation and, hence, accepting their closer integration 

into the 

mechanism 

world 

for 

market 

resource 

and stronger 

allocation.
4 

reliance on the market 

This change has been 

reflected in the structural composition of LDC e~ports. The 

proportion of manufactures in their total exports, though, has 

risen only from 13 per cent to 18 per cent between 1960 and 

1980, but these shares become more meaningful if mineral fuels 

and related materials a~e excluded from the total trade to 

eliminate distortions due to large price increases in fuels. The 

new measure indicates a drastic transformation in the 
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ccmpos1ti0~ of LDC exports. Manufactures accounted for less than 

r_~ne-f1fth - lo p('r -.:ent - of all r..oc non-oil exports i,1 1960, 

whi!e t~~nty ye~r~ later, in 1980, the share was already almost 

a half - 47 per c~nt.-

As manufactured c;oods from the LDCs are increasingly entering 

global raar~ets, this implies a transformation in the traditional 

pattern o: the international division of labour. Although the 

process is rather slow in aggregate terms, it seems to be 

persistent: developing countries are gradually industrialising 

and penetrating into the glohal markets of manufactured goods. 

This process has so far been characterised by concentration, 

l .e. by tendencies for country, branch and corporate 

concentratio~. In the following sections the aim is to examine 

t«ese three concentration effects more closely. 

1.1 Country concentration 

Treating developing countries as a whole or using regional 

classifications leaves open the possibility that all LDCs are 

seen as moving along a similar path of industrialisation and 

participating relatively evenly in the growth of manufactured 

exports. In fact, the ccuntry experiences have been quite 

different and industrial export performance has varied widely 

among the LDCs. 

l.1.1 Leading exporters of manufactures 

Total world exports of manufactures in 1980 were slightly over 

1 000 milliard dollars. Of the total, the LDCs accounted for 

some 100 mi 11 i ard dollars, but amC'ng them only a handful of 

countries have been responsible for a very large proportion of 

it. In 1980 the twelve leading countries supplied some 87 per 

cent. The rest of the LDCs - that is more than 100 countries -

realised no more than an aggr~gatc share of around 13 per cent. 

These figures indicate a high degree of country concentration 

and a very limited participation of most LDCs in the process of 

industrial exports. The degree of country concentration has even 

been accentuated by the emerging export-oriented 



industrialisaticn proc~ss, suice i.n the mid-1960's the twelvE:: 

leaders accounted for some 80 per CPnt of LDC manufactured 

export trade tsee Table 2). Some rerions 1 ike Afric-a and low

; ncome countri1~s in general have failed to participate in this 

export drive. ThP process of industrial exports has, in fact, 

tended to perpetuate the apparent disequilibrium existing within 

the Third World countries. This impression, however, sh0uld be 

,, ·.:t' • "ied Sl')mewhat by t:.he fact that the twelve mos::: impor!:ant 

~.~citers account for some 56 per cent of the total population 

in the Third World. 

Table 2. TWelve leadi.n;J exporters of manufactures• amoBJ LOC in 
1965 and 1980 

•• 
1965 1980 

Value Share Value Share 
(mil .dollars) (per cent) (mil.dollars) (per cent) 

Hong Koog 989 24.9 Hong Kong l.8208 
India 809 20.4 South Korea 15722 
S11· . .,ia~re 300 7.6 Taiwan Province 11310 
rakistan 190 4.8 Singapore 10452 
Taiwan Province' 187 4.7 China 8150 
Mexico 166 4.2 Brazil 7770 
Brazil 124 3.1 India 4424 
Egypt 123 3.1 Mexico ••• 3389 
South i<orea 104 2.6 Malaysia 2464 
A!:"gentina 84 2.1 Philippines 2Hl 
Malaysia 68 1. 7 Thailand 1886 
Iran 58 1.5 Argentina 1861 
Total 3201 80.6 Total 87777 
Rest of LDCs 796 19.4 Rest of LOCs 12832 
All LOCs 3970 100.0 All LOCs 100609 

Notes: • Manufactures are SITC 5 to 8 less 68. Values are in current prices. 
•• People's Republic of China is excluded.. China would rank 

Sources: 

quite high, since its manufactured exports to the OECD 
area alone was 156 million dollars in 1965 . 

... Data of Taiwan and Mexico are for 1979. 

lN, Yearbook of International Trade Statistics 1966 and 
1982; World Bank, World Development Report 1983 and 1984; 
D.B. Keesing (1978) Table 19; China Yearbook 1979, RepLit·lic 
of China, Taipei, (Taiw;in Provine<') 

18.l 
15.6 
11.2 
lOA 
8.1 
7.7 
4 .4 
3.4 
2.4 
2.1 
1.9 
1.9 

87 .2 
12.8 

100.0 

Frequently, the leading LDC exporters of manufactures are 

segregated from the main body of LDCs and classified as 'newly 

industrialising countries' (NICs). The composition of this group 
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\·ariPs .:-.;nsid.·t-ably tn different studies and in the 

diffi.'r•::1t int"•'rnational orgc.nisattnns. 6 Moreover, the 

usage of 

leading 

LDC cxpcrtcrs ct manufactures comprise a group 

different cot:ntries, as can be s~en in Table 2. 

of quite 

The pre-
-·-

eminence of four East Asi1n ex?orters - Hong Kong, ~outh Korea; 

Taiw;rn Pro;.•:nce and Singapor - is a prominent featurl:'. During the last 

two decades the rates .Jf growth of manufactured exports for 

these countr~es have been exceptionally rapid, ranging from 20 

to 40 per cen~ a year. As a result, they account today for over 

55 per cent of the total LDC manufactured exports, and 

consequently a considerable gap exists between these four 

countries and the 'second tier' of LDC exporters. 

The leading LDC exporters of manufactures should not, however, 

be viewed as a static group, since throughout the 1970's the 

emergence of new exporters has continued. At the same time, the 

re 1 at i ve shares of some older significant LDC exporters have 

declined_ In addition to the four leaders, countries such as 

Brazil, ~1alaysi.a, Thai.land and the Philippines as well as 

Tunisia, Kuwait, Sri Lanka and Indonesia have markedly increased 

their manufa::turPd exports 

Egypt, I ran and Lebanon 

since 1965, while India, 

have lost their previous 

Pakistan, 

relatively 

t~portant shares. 

Despite substantial 

several LDCs, their 

industrial setting 

growth rates in manufactured exports by 

short-term impacts on the overal 1 global 

sh~uld not be exaggerated. The total 

manuf acturcd exports of the four leading LDC exporters are less 

than Italy's exports alone. The United Kingdom's exports of 

manufactures are sl i.ghtly less and West Germany's are almost 

twice the total exports of the twelve leading LDCs, which have 

altogether ovP.r 2 milliard inhabitants. Even Finland's global 

share accounts for more than the manufactured exports of India 

and Mexico put together. 

T!lt' r.·rm Sn11rh Kor•.1,,rhrou~ho11~ rids srudy, r1•f1•rs ro rh1· R1•puhl,ir of 
Kn r1-.1. 
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: .1.2 Characteristics of leading exporters 

The limited scape of the export-oriented industri~~~cation 

process in the Third ~orld is accentuated by the fact that four 

smal 1 S.::.;;t Asian countries are the overwhelming leaders among 

LDCs. ~hese four countries have, during the course of recent 

history, been more rr less bulwarks of western metropolitan 

countries, and th~ir establishment and survival have been 

characterised by very particular external, political as well as 

economic reasons. Hong Kong and Singapore are, in fact, city-

states originally established as colo'"lial entrep6ts, and they 

became dominant finance and trade centres within their regions. 

After they were cut off from their respective hinterlands 

following the Chinese revolution and the breakdown of the 

Feder at ior1 of Malaysia, both transformed gradually into 

manufacturing centres focused on export markets. South Korea and 

Taiwan Province were, on the other hand, created as independent entities 

as a result of the Cold War. Because of their strategic 

they have not only been politically supported, but importance, 

have also enjoyed massive 1oreign economic aid and received 

especially from tiie United States. favourable trade treatments, 

All these four East Asian countries have been characterised by 

an absence of natural resources, relatively small internal 

market size and a strong outward-looking policy orientation, the 

manufactured exports being predominantly aimed at the markets of 

DMEs. 

The second cluster of LDC manufactured exporters is comprised of 

some large semi-industrialised countries such as Brazil, Mexico 

and Argentina in Latin America as well c.s India, Pakistan and 

China in Asia. They have relatively strong industrial bases, 

1 argel y owing to their import-substitution policies and 

potentially sizeable internal markets. Although they have been 

exporting fairly important amounts of manufactures for a long 

time, their economies have been characterised by low export 

shares in their gross domestic product as well as in total 

manufacturing output. With the exception of Brazil and, to a 

lesser extent, Mexico and China, they have been unable to 

maintain the relative level of their manufactured exports among 
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the '...DCs. Their industrialisation has been based mainly on the 

:n<trkets or on the r:-egional markets of surr("mnd i na 

de~eloping countries, while the DME m<tr:-kets have been r:-elatively 

1 es s ~r.1port ant compared with the four leading LDC exporters, 

exc~pt fer Mexico having the lar:-ge cx~orts of the US companies 

located in the bcr1er:- zone.
7 

The th i r:-d c 1 uster of LUC exporters of manufactures inc 1 udes a 

quite heterogeneous group cf small and w.edium-sized countries. 

They have often been identified as the 'second tier' of 

d·~vel oping country exporters between the NI Cs and the rest of 

the LDCs. 3 They account for very small shares of ~orld 

manuf actur:-ed trade, but in recent years they have achieved 

substantial real rates of ~ro~th of manufactured expor:-ts. This 

gr:-oup includes such countries as Malaysia, Thailand, the 

Philippines, Indonesia and Sri Larka in Southeast Asia; Chile, 

Venezuela and Colombia in Latin Anerica; small territories like 

Macao and Bahrain; Barbados and several other Caribbean islands; 

and even some African countries such as the Ivory Coast, 

and Tunisia. The share of exports in their GDPs tends 

Kenya 

to be 

relatively large since they have traditionally concentrated on 

primary exports as 

specialisation. The 

production c0uld 

a r:esult 

emerging 

of ten be 

of colonial 

export-oriented 

characterised 

m0110-product 

industrial 

as mono-

industrialisation, too. It has been very typical to e i thcr 

process traditional primary exports further or sub-contract some 

intermediate 

production, 

products within 

hence utilising 

an international chain of 

local l.1hour cost advantages. 

These new export industries have tended to form isolated export 

enclaves, sort of an off shore production centre for 

transnational corporations. Typically their dominant export 

k 
. 9 

mar ets are in DMEs. 

By and large, there has been a deficit in the manufactured trade 

b,1l;1nc<' o! LnP LO<: t>xp0rt<'rs, <'xcluding Sour.h Korr·.i ;ind Liiwan Provine<' 

in recer.t years. Tht? industrialisation process has been highly 

dependent on imported inputs, especially capital goods and 

technology, and hence the exporters have had to borrow 

increasingly to pay for their import requirements. The external 
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debt burden has continuously orown, aithough the relative 

in~ebtedness of the exporters of manufactures is not on average 

vr_se than for the LDCs in general. The difference is tnat the 

NICs have had to cover their trade balance deficits ~!most 

entirely with non-concessional flows by drawing heavily on thz 

international private banking system, and their debt service 

costs have consequent 1 y grown faster than in the other LDCs. 

Especially in Brazil, Mexico and South Korea, 

in absolute terms, the debt-service payments 

whole foreign debt have risen to significant 

their external incomes. 

as big borrowers 

as well as the 

proportions of 
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1.2 Branch conc~~tration 

1.2.l Dominant manufactured export branches 

In additionto a high degree of country c0ncentration, the LDC 

exports of manufactur~s have also been =haracterised by a high 

degree of branch concentration. A lr~ level of diversification 

is a typical feature in the exp0:t pattern of peripheral 

economies. This phenomenon is illustrated in Table 3, in which 

manufactured export structures of leading LDC exporters are 

shown. Due to a lack of comprehensive and ~omparable statistical 

data, the figures presented co1:tain only exports to the OECD 

area. Nevertheless, since the OECD area covers over 70 per cent 

of LDC total manufactured exports, the figures are quite 

representative. 

The dominant LDC export branches of manufactures can be grouped 

in~o three broad categories according to the types of 

manufacturing activities: 

a) Resource-based processing activities. This category includes 

standardised semi-processed i!ltermediates such as dif fere:"'t 

types of processed agricultural products, leather products, 

wood manufactures as well as text i Jes, basic metals and 

minerals. 

b) Low-skilled, labour-intensive consumer goods. This category 

consists of traditional simple expo:t manufactures such as 

clothing, footwear, furniture and miscellanr0us light 

manufactures (sporting goods, toys, travel goods). 

c) Offshore processing. This category hcludes new types of 

export production, i.e. some vert specialised labour

intensi ve processes for manufacturing components and fin al 

stages of assembly or semi-assembly operations. Typically, 

the branches are in the electronics and electrical 

~ngineering industries and instruments production. These 



Table l. Elq:Or't stnicture of lllilnufactures in the leadl.nQ LOC exporters, 19111 (elqlOrL'I to the OfXJ> area in perccnt~e.s) 

Talwan ltxlQ Kooq Soutn Korea )olex1co Chrna llrau l S1nqap:ire India Malays1.\ Ptul1pp1n~.'I Thailand ..Vqenuna P.\o.1~t.m Tcqether 

Lal:l0\.lr-1ntens1ve 1ntermed1ates Prov. 

leather prds 0.4 0.1 0.4 0.6 l . ) ) .0 0 .l 8.8 O.l 0 .l l.9 32. l 10. 4 l.5 
n.ibber p1;d.s l.l 0.0 l. 9 0.2 0.1 0.5 O.l 0.4 l.l o.o l.O o.o o.o 0,7 
wood mnfs 4.2 0.2 2.2 l.5 o.~ 2.0 2.6 0,6 6.1 9.2 4.0 o.o 0.0 2.) 
texules 4.2 4.3 8.3 2.0 26. ·1 10.< 1.6 24.9 5.2 2.5 15.5 4.1 62.9 8.3 
ron-metal •ineral prds 2.2 ).l 2.0 2.2 ) . l 2.9 o.a 21.3 0.5 l.O 2l.9 0 'l l.8 ),5 

Subtotal 12.l 7.7 l4 .a 6.5 ll.4 18.6 5,4 56,0 l3 .o 12.B 44 .) 36 ,5 75 'l 16 .3 

cae1tal-1ntens1ve internied1ates 

c~cals '!.O 0.2 2.6 6.5 12. 9 B.9 O.B l.5 l.9 2.7 3.9 23. 7 0.4 l.5 
p.llp o.o o.o o.o o.o o.o 7.8 0 J o.o - 0.4 o.o 0,0 - 0,5 
paper 0.4 0.2 0.7 l.9 0 .4 l . 7 0 .l 0.) o.o O.l O,l 0,6 0.0 0,6 
iron and steel l.O o.o 9.0 0.9 3.9 l3 .5 0.4 0.8 O.l l.l 0.3 1 .0 0.0 3.2 

~total 3.4 O.ol 12.) 9.l l 7 .2 31.9 l. l 2.4 2.0 4 .5 4.] 29 .l 0.4 7,8 

consuner gocxts 

ptiarmaceu ucals 0.2 0.2 0.2 1.2 2.9 l.3 2.0 0.7 I). l o.o 0.9 3.8 0 .l 0,7 
furniture 3.2 0.6 0.3 l.3 2.3 0.2 l.6 0.2 0.7 5.4 2.9 O.l 0 .l l. 5 
clottunq 17.l 39.5 30 .3 5.3 26.8 l. 7 9.2 24.9 8.5 ;,5 '7 21.5 J,2 12.2 22.2 
~'"lOtwear 9.5 1.3 B.6 l.5 3.2 12.4 0,3 l.6 l.5 ).8 l.4 0 .l l.l 5.3 
!."IStr'\JlfteC'ltS 2.7 B.8 l. 9 2.B 0.6 0,9 4 .4 0.6 2.5 J.7 l.l 0.9 l. 2 3.4 
nusc. ll9ht mnfs 17.6 20.0 9.5 13. ~ 10.0 l.5 5.4 4. 7 l.9 8.9 8,9 3.5 4' l 12.2 

Subtotal 50.3 70 .4 50.8 25.9 45.8 18.0 22.9 32. 7 15.2 47,5 36. 7 ll .6 20.a 45.J 

Capital QOOd! 
basic -tal prds 5.6 2.2 4.6 2.0 l.l l.l l.) 5.0 0.5 0.2 l.9 l.6 l.4 J.3 
uldl.LsU'1u raardunery s.o 2.5 l.l B.5 l.4 10.8 S,6 2.0 2.1 0,4 O.l 6.2 l.8 l.9 
COl!lp.IU.OQ NoehJ.nery l.l 2.9 0.7 2.6 0.0 4.8 4 .0 0 .4 0.7 0,8 O.l 9.8 0 'l l.9 
tele, 'lV, rad.lo appar. l3 • 6.4 9.0 17.l 0 .2 2.2 24.~ 0.2 7.l l.O o.s 0.1 ? .l 8.7 
elect.ric&l iaac::hl.nf'!l')I 6.~ 6.7 5.7 21.4 (') .2 3 .o 29 .1 0.7 58.4 31.0 ll .6 0,4 o.o 10.4 
transport equipnent 2.3 0.7 1.0 6.6 0.8 9.4 5,1 0.8 0,8 l. 7 O.l 4.6 0.3 2.5 

~total -2!:,.l 21.4 22.l S8.2 5.7 31.5 70. 3 9.1 69.B 35 .. ' 14.S 22.7 l. 7 30. 7 

Total manufactures !00.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100 .o 100.0 100.0 100.0 100.0 

Total (nul.dollars I 14071 12266 ll397 4855 44 73 3896 3826 3037 2080 2028 1186 806 728 64650 

S.'lare of UX: total 19.l 16.6 H.4 6.6 6.0 5.l s.2 4. l 2.8 2.8 1.6 l.l l.0 ~7.5 

Scuroe: Ofl:O, Foreign trade by C011111CX11t1es, 1981. 
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industries are highly technology-intensive anrl innovative in 

outputs, but only the unskilled, labour-intensive parts of 

the production chain are located in LDCs. 

'l'radi t ional simple labour-intensive export products are st i 11 

dominating - almost a half of the total LDC manufactureu exports 

consists cf textiles, clothing footwear and miscellaneous 

manufactures. Besides these sectors, the other major growth area 

during the past twenty years has been electrical engineering, jn 

particular, some of its unskilled, labour-intensive p -tial 

operation:::.. Cheap labour is the major abundant factor 

determining the location and growth of these branches, within 

which the LDCs have not only been able to hold, but also 

significantly improve their global market shares. lO 

The product scale in the exports of LOCs is still rather 

limited, and in particular if the product patterns are studied 

in relation to individual countries, the one-sidedness is even 

more striking. Moreover, the sectoral structures of manufactured 

exports vary among LDCs. Part ic ipat ion in the international 

division of industrial labour h'1s thus led to heterogeneous 

specialisation patterns with limited 
l l 

different peripheral economies. 

diversifi-::ation in 

Table 3 gives some evidence of the variety of industrial 

spec iali sat ion among the leading LDC exporters. The sectoral 

diversity is closely associated with the size of exports. Only 

those LDCs - particularly Taiwan Province and South Korea as well as some 

large semi-industrialised countries such as Brazil and Mexico -

where the amount of exports is highest have also succeeded in 

developing several export-oriented manufacturing activities. 

Elsewhere, the export structure is high~y concentrated on only a 

few branches. 

Among tradition al export products, tt-.e four East Asian NICs 

(except Singapore) are major suppliers of clothing, footwear and 

mi scel 1 aneous 1 ight manufactures accounting for around 70 per 

cent of total LDC exports in these branches. These four NICs are 

also major suppliers among the LDCs of several 'non-traditional' 
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exports such as electrical engineeri~9 ?roducts (63 per cent) as 

-:,,;ell as instruments and watches (76 ::ier centl. In fact, Hong 

Kong alone is the world's largest ~xpcrter of toys and sporting 

goods, followed by Taiwan Provine'-'• and the third Lirg<'st ._•xpnrt<'r of 

watches - the latter indicating thP capability of the NICs to 

expand increasingly into skill-intensive sectors, too. 

For the so-called 'second-tier' LDC exporters as well as the 

~emi-industrialised large countries, a somewhat different set of 

products, primarily either resource-based or labour-intens:..ve 

traditional manufactures, have been important. In Malaysia and 

the Phil ipoines, however, offshore processing of electrical 

appliances covers over 50 per cent and over 30 per cent of 

manufactured exports, respectively. Many large resource-:-ich 

LDCs export primarily standardised intermediate goods such as 

leather and wood products, textiles ~s well as processed basic 

metals and minerals or assorted chemicals. These products can be 

marketed through existing channels of trade similar to the 

traditional exports of primary commodities. The emergence of the 

second-tier exporters has, however, been accompanied by changes 

in their traditional export composition. The most salient 

feature is the fairly general decrPasc:> in the share of semi

processed intermediates and an offsetting rise in that of more 

labour-intensive finished manufacturPs.12 

1.2.2 Pattern of industrial specialisation 

The overall impression of the changing international division of 

industrial labour is that the LDC export composition has changed 

both through i ncreo"'ed processing of specific export i terns (a 

deepening of the industrial base) and through diversification 

into new fields (a wideninq of the industrial base). The former 

is illustrating changes in the vertical division of labour via 

product development, and the latter reflects shifts in the 

horizontal division of labour via sectoral diversification. To 

analyse these changes, manufactured export structures of LDCs 

and DMEs are compared in Table 4, in which manufactured exports 
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Table 4. Exp:>rt structure of manufactures in DME.s and LOCs 
(exports to the OfX:D area in prrcentages) 

DMEs All LOCs Leading I.DC Rest of LDCs 
exporters 

Labour-intensive intennediates 

leather prds 0.5 1.6 1.5 2.8 
rubber prds 1.3 0.7 0.7 0.1 
woo:::i mnfs 0.7 2.4 2.3 2.9 
textiles 4.1 9.1 8.3 14.6 
non-metal mineral prds 3.6 4.0 3 .5 7.9 

Subtotal 10.2 17.8 16.3 28.3 

Capital-intensive intermediates 

chemicals 11.6 4.5 3.5 11. 7 
pulp 1.3 0.6 0.5 1.2 
paper 3.3 0.5 0.6 0.2 
iron and steel 6.1 3.8 3.2 8.2 

SUbtotal 22.3 9.4 7.8 21.3 

Consumer gocds 

pharmaceuticals 2.2 0.9 0.7 2.1 
furniture 1.2 1.3 1.5 0.3 
clothing 2.7 21.9 22.2 19.8 
footwear LO 4.7 5.3 0.7 
instruments 4.5 3.3 3 .4 1.9 
misc. light mnfs 5.3 11.5 12.2 6.4 

Subtotal 16.9 43.6 45.3 31.2 

Capital goo:::is 

basic metal prds 3 .4 3.0 3.3 0.5 
i.ndustria~ machinery 15.3 4.1 3.9 5.7 
comp..1tiny machinery 4.1 1.7 1.9 0.3 
tele, TJ, radio appar. 3 .4 7.8 8.7 0.9 
electrical machinery 5.6 9.6 'I) .4 3.8 
transport equipment 19.0 3.1 5 7.9 

Subtotal 50.8 29.3 .7 19.1 

Total manufactures 100.0 100.0 100.0 100.0 

Total (mil.dollars) 591100 73847 64650 9197 

Source: OECD, Foreign trade by conrnodities, 1981 
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are divided into broad functional categories according to types 

of goods produced (intermediates, 

goods). 

consumer goods and capital 

Furthermore, to illustrate patterns of industrial specialisation 

a fourfold typology of manufacturing branches can be constructed 

based on the acgument 

that the degree of processing and the skill-intensity of 

industrial production are the most important factors determining 
13 

each country's relative competitive position in world trade. 

According to these criteria, the manufacturing export structure 

of LDCs has been compared with DMEs in Table 5. There is 

inevitably considerable variation between individual countries 

within each country group; nonetheless, this broad and 

rudimentary classification does allow some general observations 

to be made. 

Table 5. Classification of manufactured exports by skill intensity and 
value added content in LOCs and DHEs, 1981 (per centage share) 

Export structure of UX:s 

low skill 

final products 45.5 

intermediates 122 .0 

Export structure of DMEs 

low skill high skill 

intermediates 19.6 12.9 

final products 32.6 35.1 
-

Note: Percentages are derived fro~ Table 4. 

By al"d large, the presented fourfold division does not 

illuminate very large differences between LDCs and DMEs in their 

manufactured export structure, which may be due to too high a 

level of aggregation. The major divergbnce is that in DMEs the 
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export structure has shifted rel at i vel y more towards branches 

with high skill-intensity. Nearly a half of the DME manufactured 

exports are in ski! I-intensive branches compared with the less 

than a third tn LDCs. 

Considering the degree of process1ng, the crude division between 

intermediates and final products does not indicate any 

substantial differences between the country groups concerned. 

The functional categorisation made in Table 4 illuminates raore. 

As far as final products are concerned, the industrial division 

of labour between DMEs and LOCs is notable; the former tend to 

export capital goods, while the latter focus on consumer goods. 

Moreover, the LDC capital goods exports have heavily 

concentrated on a few leading expc~ters (primarily the NICs) and 

are frequently comprised of offshore processing of manufactured 

~arts, accessories and appliances. In contrast, OME exports of 

relatively low-skill final products comprise primarily heavy 

engineering goods such as transport equipment rather than light 

consumer goods, which tend to predominate in the LDC export 

structure. 

As regards intermediate products, the contrast between the 

export patter11s of OMEs and LDCs is also notable. Table 4 

reveals the relative specialisation of LOCs in branches with 

1 ower processing stages and higher labour intensity. For the 

LDCs, low-skill, labour-intensive intermediates with low value 

added, for example, leather products, wood manufactures, 

textiles, non-metal mineral products are relatively more 

significant, whereas in the DMEs the products spectrum differs 

by emphasising more highly processed and skill-intensive 

intermediates such as chemicals, rubber and paper products, as 

wel 1 as iron and steel, which frequent! y tend to be capital-
. . 14 
intensive, too. 

In LDCs, besides a high sectoral concentration of manufactured 

exports, the industrialisation is mainly based on a) simple 

technological requirements, b) reliance on local natural 

resources with a rather low level of processing, c) relatively 

modest capital requirements and d) predominantly labour-
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intensive production processes. The maJor divergence in 

manufactured export specialisation between OM Es and LDCs 

economies is, hf'nce, based on structural categor·: sat ions of 

industries rather than sectoral ones. Technological development 

as well as capital intensity combined with the degree of 

processing and diversity of industrial production are the main 

factors determining each country's relative competitive position 

in global trade and their role in the international division of 

industrial labour. 

1.3 Corporate concentration 

The nation state is conventionally regarded as the basic unit in 

the international system, and hence the global economic 

transactions are analysed in terms of exchange between 

productive systems of nation states. Often this type of 

conceptualisation, however,- ignores the fact that economic 

relations are actually based on the functioning of individual 

enterprises. It is not national economies but companies that 

carry out international investment, production and exchange 

activities. This distinction is becoming more relevant in a 

rapidly integrating world economic system. 

The transnational corporations ( TNCs) are among the most 

dynamically expanding participants in the world economy. These 

are defined as enterprises which own and control income-
. h 15 . 11 . generating assets in more t an one country. Espec1a y in 

developing economies, they have played a notable role in the 

rapid growth of industrial investments and trade. Their roles 

have varied from the provision of capital, management and 

technology to the simple provision of markets, trade mark use 

and marketing skills. The significance of the TNC activities in 

the present-day world economy is illustrated by the fact that in 

the mid-1970's the market value of international production 

through the operations of the TNCs exceeded that of world trade 

and was about one third of the world's gross output outside the 

socialist countries. 16 Furthermore, it has been estimated that 

intra-firm transactions within TNCs account for over one third 
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of global trade. If trade with min0rity-owned joint ventures and 

firms with technology or licensing agrPements were inc!uded, the 

proportions would be even higher.
17 

Although there has been an increasing involvement of the TNCs in 

different types of non-equity arrangements in recent years, such 

as sub-contracting and marketing agreements as well as 

licensing, management and service contracts, their activities 

and growth are predominantly based on direct international 

investments, including joint ventures both in home and host 

countries. Hence, direct foreign in~estment (DFI) is often used 

as an approximate indicator describing the TNC investment 

behaviour and operations. 

The bulk - more than two thirds - of international DFI flows 

have been made during the 1970's within the DMEs. Consequently, 

DFI assets held by TNCs in the Third World represent only about 

one quarter of the total world stock of foreign investments.
18 

However, especially in the LDCs with low productive capacity, 

foreign investments form a significant part of the overall 
19 

development process. 

The United States and the United Kingdom continue to be the two 

leading sources of private foreign investment, but their share 

of the total has tended to decline during the last decade, the 

corresponding increases taking place mainly from West Germany 

and Japan. Of the foreign affiliates located in the Third World 

at the end of the 1970's, some 36 per cent were subsidiaries of 

US companies, followed by 27 per cent from the United Kingdom, 7 

per cent from France, 6 per cent from West Germany and Japan, 

and 4 per cent from the Netherlands.
20 

1.3.l Forms of foreign participation in LDCs 

Traditionally, during the colonial period foreign investment in 

the Third World was characterised by portfolio and bank-lending 

capital flows which served to develop resource-based, export

er iented agricultural and mineral product ion as well as the 

related infrastructure. There were also some rel~tively modest, 
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direct investments in equity forms, for instance, in plantations 

and mines as well as in public utilities (railways, ports and 

pcwer production). 

After the Second World War there was a substantial increase in 

private investment in productive ope rat ions, the majority of 

which was direct rather than portfolio capital. Some foreign 

capital also went into related financial and service sectors, 

including banking, insurance and trade. 

It was not until the mid-1960's that a substantial share of DFI 

was made in manufacturing. Since decolonisation the LDCs have 

increased their direct ownership and control over the extraction 

stage of production, and consequently there has been a gradual 

shift from foreign investments in the extraction of primary 

resources to manufacturing. In 1966 only 27 per cent of the DME 

total stock of DFI in the LDCs was in manufacturing, while a 

decade later the share was already about 44 per cent. 
21 

Most of TNC C!ctivit1es in manufacturing in the Third World 

continue to be basically in a form of import substitution that 

is oriented towards local markets. During th~ past fifteen years 

or so, howev£>r, LDCs have al so become sites for TNC 

manuf actur i~g investments producing increasingly for wod d 

markets. Whereas at the beginning of th~ 1960's, manufacturing 

for the DME markets, especially by foreign firms, was virtually 

non-existent in LDCs, 

of rapidly expanding 

two decades later there is a great number 

industrial pl ants producing manufactured 

goods mainly for the export markets. 

TNC involvement in LDC manuf acturi:;d expor t.s may be examined 

according to the three broad cat~gories of dvminant LDC export 

branches differentiated in the previous section 'see ~- :o ). 22 

As far as resource-based processing activities are ~on~erned, in 

several branches it is in the strategic interest~ of TNCs to 

secure their sources of raw material and basic intermediate 

supply with in ir. ternational vertically integrate<. industries, 

preferably in the form of direct investment. The process of 

nationalisation of natural resource assets and growing local 
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participation which has taken place during the last two decades 

in LDCs have, however, driven TNCs to promote alternative 

mechanisms such as production-sharing and long-term parchase 

agreements. 

As regards low-skilled, labour-intensive consumer goods, these 

branches are largely in the hands of locally owned enterprises. 

The TNCs involvement has been predominantly in other forms than 

direct investments notably contractual purchasing linked to 

products or process licensing. Typically, the transnational 

buying groups both multi-commodity trading nouses and 

retailing firms - have had a major impact on the growth of 

exports of these manufactures. 

The st~ongest direct participation by TNCs - increasingly in the 

form of joint-ventures - has taken place in terms of offshore 

processing. Various other names characterising strong TNC 

involvement such as foot-loose industry, contract manufacturing, 

offshore assembly, in-bond processing companies and run-away 

plants are frequently used to refer to this entirely new feature 

of international trade and investment. The production is 

vertically integrated into transnational operations of TNCs. A 

typical feature is a dependence on parent companies and other 

TNC affiliates for the supply of most of the intermediate 

products and inputs as well as for the marketing of the output. 

Several authors have em?hasised that a fundamental restructuring 

on a large scale is going on in the world economy, thus 

reflecting an emerging division of labour within the 

transnationally organised corporate structure. Product ion 

processes from mature industrial branches and labour-intensive 

segments of advanced industries have been increasingly relocated 

in LDCs. This type of production has been seen as an isolated 

operation, separated from the national economy and integrated 

vertically into the world market, hence, resembling the previous 

colonial-type economic specialisation. 23 Other authors have 

warned not to exaggerate the role of multinational investors in 

the LDC industrial exports. It has been noted that other 
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economic factors, such as retail and procurement houses, have 

been equal or even more il'!lportant contributors to the LOCs 

f d . f . . 24 export per ormance than irect ore1gn investors. 

1.3.2 Extent of TNC activities 

The new stocks of foreign-owned industrial assets are heavily 

concentrated within the LOCs. The twelve leading manufacturing 

exporters (excluding China) are the main recipients of DFI in 

the Third World. They accounted for about 46 per cent of all OFI 

in 1981, and their proportion has steadily increased over the 

years, being 35 per cent in 1967 (see Table 6). 

Besides manufacturing investments, DFI also tncludes investments 

in extractive industries, agruculture and services. That is why 

the share of offshore banking centres in the total stock of DFI 

has been notable (Table 6) and even growing. These small 'tax 

heavens' are increasingly attracting fore i qn capital for 

foreign-owned holding companies as well as for finance and 

insurance companies and other service sector activities. A large 

proportion of these foreign funds are, in fact, subsequently 

reinvested in other host countries for production. 

As far as oil-producing countri~s are concerned, their 

proportion as recipients of DFI has st~~dily decreased parallel 

to their pol icy of increasing nat iona 1 cunt rol over domestic 

natural resources. 

international direct 

Similarly, 

investment 

in other developing areas 

has tended to stagnate 

relatively in recent years. This is in line with the shift of 

attention from primary to manufacturing investment, since the 

TNC investments in manufacturing have been more concentrated on 

a 1 imited number of LDCs than total DFI. In this respect the 

share of the twelve leading LDC manufactured exporters is 

paramount - accounting for some 80 per cent of the total LDC 

stock of DFI in manufacturing. 25 
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• 
Table 6. Private direct investment stcx:k from DMEs in LOCs 1967, 

1974 and 1981 (percentage share) 

1967 1974 

Brazil 11.3 16.0 
~it.~ico 5.4 6.3 
Argentina 5.5 4.5 
Singapore 0.6 1.3 
lbng Kong 0.9 1.9 
Malaysia 2.1 2.3 
India 4.0 3.4 
Philippines 2.2 1.9 
Taiwan Provine(' 0.5 LO 
South Korea 0.3 1.4 
Pakistan 1.1 0.9 
Thailand 0.7 0.9 

Total 34.6 41.8 
OPEC countries •• 27.8 19.9 
Off shore banking centres lO .0 13 .6 
Rest of LOCs 27.6 24.7 

All LOCs 100.0 100.0 
All WCs (milliards of dollars) 33 .0 59.6 

Note: 

• DMEs contain DAC member countries 

•• OPEC countries include thirteen countries: 

••• 

Alge~ia, F.cuador, Gabon, Indo~esia, Iran, 
Iraq, Kuwait, Libya, Nigeria, Quatar, 
Saudi-Arabia, United Arab Emirates and 
Venezuela 

Offshore banking centres include six countries: 
Bermuda, Panama, Bahamas, Netherlands 
Antilles, Liberia, Trinidad and Tobago 

figures based on the year 1978 

Sources: 

OECD (1982) Investing in DevP.loping Countries, 1982, Table 5; 

1981 

14.3 
8.6 
4.7 
3.3 
3.2 
2.9 
2.3 
2.1 
1.9 
1.3 
1.0 ... 
0.6-

46.2 
18.6 
17.2 
18.0 

100.0 
120.2 

OECD (1981) Internationl Investment and Multinational Enterprises, 
Table 9; 

OECD (1976) Development co-operation, 1976 revit?W; and 
OECD (1972) Stock of Private Direct Investments by DAC countries 

in Developing Cotmtries, end 1967. 
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Several factors have facilitated the rapid increase of LDC 

manufactured exports within the frame of the transnationally 

organised corporate system. These include factors such as rapid 

technical progress in all forms of communication, which have 

made the geographical proximity of management, sources of supply 

and markets less important for the industrial location. 

Technical progress has also made it possible to break up complex 

industrial processes into sub-processes and to disperse and co

ordinate these processes international 1 y. Tari ff policies in 

DMEs have also facilitated international investment and sub

contracting activities as well as export incentives offered by 
26 many LDCs to foreign investors. 

The most complete form of incentive is the creation of a new 

type of industrial site, the export processing zone ( EPZ) or 

free production zone. 27 These zones form geographically 

detached areas, which are administratively separated from the 

rest of the LDC economy. Their purpose is to attract export-

oriented industries by offering especially favourable investment 

and trade conditions. The first EPZs were established in LDCs 

during the 1960's, but their number has gro~n rapidly since the 

mid-1970's. The principal countries in which most of the EPZs 

and related TNC plants have been established are the leading LDC 

exporters of manufactures, but by 1980 there were al ready 55 

developing countries which had EPZs or were planning to set one 

up. 28 The TNCs have been able to expand effectively their sub

contracting and offshore processing activities by using EPZs, in 

particular, by taking advantage of low-cost labour. 

The differences in labour costs and in conditions of labour 

utilisation are the major determinants in explaining the 

location of TNC export-oriented manufacturing operations in 

LDCs. Average hourly wages in manufacturing in LDCs are less 

than one-eighth of the average level in DMEs 29 (see Table 7). 

Moreover, the difference in total wage costs is even greater, 

because social security payments, fringe benefits, paid vacation 

days, travel, uniforms, meals allowances, etc., represent only 

some 20-30 per cent of the total labour costs in LDCs, compared 



Table 7. Average hourly vaqes and .:innual wage rates in manufactun.rq 1n DHF.s and leadirq lJlC exp:irters of manufactures, 1980 

Hourly waqes waqe levels Annual wage rat"~ 

<L'S dollars> (C~OO Wlth US) (thousands of dollars 
per employ1>e >_' _ 

s-:ten 8.~9 lH 12. 7 
Oenlnark a.~1 123 15. 7 
~ay 1.6 7 106 .. 
Nether lands 7.)8 !02 .. 
Ltu ted States 7,27 100 14 . l 
BelQll,111 6.91 95 i2.a 
Swnzerland 6.87 95 .. 
canada 6.!!S 9.a l3 .0 
West ve:·..ar.y 6.73 33 l4 ,8 
Japan 6.ii6 n .. 
Austna 6 . .:!0 SS 10.4 
~ ::ea!a.'ld 5.49 ;5 .. 
Lh 1 t eel !( .:rqd;)l"I 5. 3 7 ;4 7,J 
Australia s. l-l 7l ll . ) 
f':.:1la."ld ; . lol 71 8 .6 
f':'a."lce 5.0) 69 
I~aly S.03 69 
!'.!"eland ol.40 61 
Spun 3.60 50 
Greece 2.20 30 
Portugal l.54 21 

Note: • Data iU'e : or 19 78 
•• )4\.' own e~t imates based on f'. f'robel et .al. ( 1980 l 

Sources: ILA>. Yearbooit of Labour Staustics 1982: Cl'una Yearbook 1979, 
Reput>ll·= of Ch.Ula, Taipei, T.uwan: f. fr-obel et .al. 
. l 98i) l . ':'ables I II - lol and : I! - 15. and •.l-lIOO. Irdus try in a 
~!'\an.;l:lQ lt>r!d (198)), Table VII!.l. 

~urly waqes Waqe levels 
(US dollars) (compared w1th US) 

:-ICXlCO l.68 23 
Brazil i .28'

0 

18 
tk:.nq Konq l.13 16 
Ar:,enuna l.02 14 
Srnqafl)re l.02 14 
Scuth Kore<1 0 ,9'. l3 
T.uw;.n Provine~ 0. 92 •• 13 
'It.al lar1'1 0,57 8 
~la~·su 0,3i" 5 
Phll 1 pp1nes 0,31 4 
!rid1d O,JO 4 
Pakistan 0 .28 4 

Annual waqe rates 
(thousands of doqus 

per employee) 

4.0 

3. l 
2 .2 

l.l 
0,8 

0.6 

t.J 
&-

l 
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80 . 30 dd" . h to about per cent in DMEs. In a l t ion to t e vast wage 

cost differentials, there are more working hours per week in the 

LDCs than in the DMEs. 

Despite lower wage levels and longer working time, differences 

in labour productivity, particularly for manufacturing export 

industries, are not very significant between different 

countries. Most of the LDC production processes for exports are 

simple processing or assembling operations which require 

relatively unskilled labour often using modern and sophisticated 

equipment, and hence the labour productivity is about the same 
31 

as in corresponding industries in DMEs. Low absolute wages 

combined with small differences in labour productivity make wage 

costs per unit of output markedly lower in developing economies. 

These differences in average unit labour costs have been the 

major cause for the increasing participation of TNCs in 

manufacturing of exports in LDCs during the last two decades. 

Some evidence concering the impact of the TNCs on the 

production, employment and exports of manufactures in LDC can be 

seen from Table 8. In the literature there is a certain 

controversy about the importance of multi nat iona 1 investors in 

the industrialisation process and especially in the expansion of 

manufacturing exports from the Third World 32 . Little systematic 

data is available on the subject, which prevents a detailed 

analysis. 

According to rough estimates, approximately 20 per cent of the 

manufacturing exports from the LDCs can be attributed to the 

majority-owned subsidiaries of TNCs located in these 

countries. 33 In the area of primary commodities, tne scale of 

transnational participation is traditionally stronger. It has 

been estimated that some 70 per cent of LDC primary commodity 

exports are carried out by transnationals - including trading 
. 34 Th. . d h companies. is comparison ten s to suggest t at TNCs play a 

relatively modest role in the manufacturing exports from LDCs. 

There are, however, three factors that should be accounted for: 

a) the relative importance of DP! in manufacturing varies 

greatly according to country, b) it also varies according to 

product and inrlustry and c) especially in manufacturing, there 
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Table 8. 'llllC shares in the production. ~loyment and exports of 
manufactures in the leading LDC exporters (early or mid 
19 70s. pen.:entages) 

Production Elnployment Exports 
Singapore 83 67 70-90 
Brazil 49 30 40-43 
Mexico 28 21 25-35 
Argentina 31 10-12 30 
South Korea 11 12 28 
Philippines 7 20-2~ 
Taiwan Province 20 
!bng Kong 12 11 10 
In:lia 13 13 5-10 
Pakistan 5-10 
Malaysia 44 33 
Thailand 2 
Colombia 43 28 30 

.sources: UNCTAD, Trade and Development Report, 1982, Table 29; 
lhited Nations (1978), Transnational Corporations in World Development, 
Table III, 54; Deepa~ Nayyar (1978), Table l; P.K.M. Tharakan (1981), 
Table 3 .3; Angus Hone Cl974); and !LO (1981) , El'nployment Effects of 
Multinational Enterpr~ses in Developing Countries, Table II.3.;lN (1983), 
Transnational Corporations in World Development, Tab)e r.:2 and IV3 

are frequently other more suitable forms of participation in 

international production and marketing of certain products than 
DFI. 

The investments of foreign firms in the manufacturing sectors of 

several LDCs are quite substantial (see Table 8). It varies from 

the case of a smal 1 open country such as Singapore, where 

transnat ionai s account for some 7 0 per cent of manufacturing 

employment and over 70 per cent of exports, to large self

rel iance-or iented countries like India and Pakistan, where the 

share of TNCs in manufacturing exports is under 10 per cent. 

Notable regional differences exist, since in the Asian 

countries, with the exception of Singapore, the share of tota~ 

manufactured exports produced by foreign subsidiaries has varied 

between 28 per cent and 5 per cent, whereas in the Latin 

American countries the figures are between 43 and 25 per cent. 
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The differences in involvement between industrial branc~es are, 

however, even more distinct than the country variations. There 

are countries where TNCs account for two-thirds or more in some 

while in other sectors t~ ir share may be 

is a general tendency for DFI in 

concentrilted on techr.ically advanced 

industrial sectors, 

negligible. 35 There 

manufacturing to be 

sectors. In contrast, the TNC direct involvement has been 

relatively !'>mall in such traditional manufacturing sectors as 

textiles, clothing and leather. 

In many countries locally owned firms have been major 

participants in the export drive. Especially in Far E.astern 

countries, in South Korea, Hong Kong and Taiwan, for example, 

the TNC involvement has been predominantly in forms other than 

direct investments. In these countries multinational buying 

qroups and different types of sub-contracting arr-,gements have 

composed the driving force in the rapid manufC1_cured export 

growth There the transnational control over marketing and 

di str i but ion networks as opposed to product ic•n i. s of crucial 

importance. 

In these circumstances the absence of significant amounts of 

direct foreign irvestment and of majority-controlled affiliates 

does not indicate an absence of significant external influence 

over export production. This argument is supported by the fact 

that during recent years there has been a marked shift from 

equity participation and direct ownership by the parent company 

to a qceater use of 1 oans and supplier credits as wel 1 as 

turnkey operations, management and technical support contracts, 

1 icens ing agreements, contractual purchasing arrangements and 

other types of sub-contracting agreements. 36 

These new forms of international 

the TNCs from keeping and even 

investment have not prevented 

stre~gthening their strong 

position in many iocs. These new forms have gradually become a 

relatively more impo~tant means of presence than the tradition~! 

forms of direct investment through wholly owned and majority

owned subsidiaries. 
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An important qualitative change is taking place in the nature 

and composition of the international division of labour. 

Formeriy, there was a relatively clear demarcation between the 

raw material producers and the more industrialised countries. At 

present, this difference is gradually disappearing, implying 

gradual shifts in the trade pattern$ between industrial and 

developing countries. The traditional colonial-type 

complementary trade is being replaced by more competitive trade 

relations, i.e. trading manufactures in exchange for 

manufactures. Although this international restructuring concerns 

only certain peripheLal countries, certain sectors and certain 

types of activities, it already represents an essential feature 

of the future world industrial evolution. It is not a regulated 

process since commercial pressures against the old international 

division of labour seem to be a more important driving force 

than the political ones. Transnational enterprises, in 

particular, play a major role in the emergence of manufactured 

exports from peripheral economies quite apart from their 

possible direct ownership of exporting production units. These 

structural changes in the global economy, that have been 

manifested by t~e increasingly competitive trade with the LDCs, 

cause adjustment constraints in developed countries. 

The trade related adjustment constraints have different impacts 

between DMEs, since the countries differ from each other, too, 

not only in terms of size and physical conditions, but also in 

terms of the stage and nature of industrial development and the 

consequent specific characteristics of the trade structure. 

These differences have justified making a distinction between 

so-called core and semiperipheral economies within the 

'developed world'. Finland, 

besides being a small open market economy, could also be 

characterised as one of the 1 ate-comers and a sort of semi

per ipheral economy among the industrialised European countries. 

He :=e, in the following the major interest is to investigate 

Finland's experience, as a small semi-peripheral industrial 

economy, 

associated 

World. 

concerning the pressures and adjustment constraints 

with the industrialisation process in the Third 
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Chapter 2 

INTERNATIO~AL SPECIALISATION OF FINLAND 

In the preceding chapter the industrialisation µrecess of 

developing countries was considered. In this chapter it is time 

to briefly characterise the roots and nature of Finnish 

industrialisation and its specific pattern of international 

5pecialisation, before investigating the additional constraints 

im?osed on the economy by increasing competition from the Third 

World. 

2.l Development success in the semi-periphery 

The industrialisation process in Finland is characterised by two 

essential features: first by its comparatively late start, and 

secondly by its strong external orientation. Still in the middle 

of the 19th Century, the manufacturing industry was virtually 

non-existent and the vast majority of Finland's population was 

occupied in subsistence agriculture, fishing and hunting. At the 

end of the last century, industrial progress gradually emerged 

refltcting the type of intermediate, semi-peripheral position of 

the country in the international division of labour. 

In the Middle Ages Finland was colonised by the Swedish Crown 

and became somewhat of an eastern periphery and buffer-zone for 

the Swedish Empire against the growing Russian might. Economic 

development was very sluggish, and growth was considerably 

slower than in the Swedish core areas. Output and employment in 

the embryonic manufacturing and handicrafts production in 

Finland covered only five per cent of the Swedish total. Heavy 

taxes and manpower levies impoverished the rural population; 

about one-tenth of the male population were soldiers. External 

trade was very limited and passed primarily through Stockholm. 

Ample forest resources provided the basis for exports. Furs were 

exported in the Middle Ages, then followed by tar in the 17th 

Century and 1 a '-er by charcoal and timber. 1 According to the 
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mercantile trade policy, the exports of these staple products 

were monopolised by a few Swedish companies, and hence the 

periphery benefitted vecy little from the trade. 

During the Napoleonic Wars at the beginning of the 19th Century, 

the 700 year Swedish rule collapsed as Russia seized Finland. In 

1809 the country became part of Russia, though many traditional 

commercial and cultural 1 inks with Sweden remained for a long 

time almost unchanged. Finland's altered political status, 

however, made two important new development features feasible. 

First, autonomous institutions developed gradual 1 y during the 

19th Century, which was decisive for the consolidation of 

Finl and as an independent nation state. The country was not 

incorporated into the Russian Empire as one of its provinces, 

but as an autonomous Grand Duchy governed by Finns. The 

constitution, including the judiciary and civil administration, 

as well as religion were not the same as in Russia, but mainly 

an inheritance from the Swedish period. An independent fiscal 

system with a separate customs boundary were unique within the 

whole Russian Empire. 

Secondly, the network of core-periphery re 1 at ions with Sweden 

was broken up. In fact, Russia was economically more backward 

than Finland, and this relative advantage gave major impetus for 

economic development in the cou~try. The capital of the Russian 

Empire was near the Finnish border, opening up new markets for 

Finnish exports. Whereas, in relation to Sweden, Finland had 

been peripheral, it was now one of the developed areas of the 

Russian feudal empire. Nevertheless, there was little sign of 

progress in the early years of Russian rule. Years of crop 

failures caused severe setbacks to the whole economy. There was 

a modest beginning of industrialisation - iron, textiles, glass 

and tobacco factories had emerged. The demand for tar in the 

international market declined with the passing of sailing ships. 

Mercantile rules, privileges and monopolies still limited 

foreign trade and the development of the economy. 
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2.1.l Start of industrialisation 

From the 1860's up to the end of the century, various structural 

changes occurred in the Finnish economy, reflecting shifts in 

its external relations. 2 A decisive factor was the rapidly 

increased demand for wood in Western Europe, as a result of 

deforestation, due to extensive industrialisation and 

urbanisation. The fall in transport costs after the introduction 

of steamships, made the utilisation of the abundant wood 

resources of Finland comm~rcially profitable. At the beginning 

this development was markedly initiated by foreigners. Apart 

from Finns, several Swedish, English and Norwegian entrepreneurs 

helped to establish new forest-based industries. 3 

Also during the 1860's and 1870's traditional Finnish textiles, 

leather, glass and metal industries substantially increased 

their share in the Russian markets. Finnish commodities enjoyed 

a privileged position vis-a-vis 

the tariff advantages granted 

foreign competitors because of 

in the 1860's. This offered 

protected markets for the new vulnerable industrial enterprises, 

including metal engineering, textile and later paper industries. 

Raw materials, such as iron ore, base metals, and cotton, were 

imported, processed in Finland and then sold to Russia. Besides 

domestic capital, considerable amounts of Russian, Jwedish and 

British capital were invested in those branches of industry. 4 

The Finnish governm~nt sponsored in many ways the start of the 

industrialisation process. A new joint-stock Company Act was 

enacted. Monetary independence stimulated the development of 

banking and credit. State loans at low interest rates were also 

granted to aid new industrial enterprises. New tariff laws 

reduced the foreign trade restrictions and ended duties on grain 

and several raw materials, including cotton. Ultimately, all the 

remaining restrict ions on economic enterprises were eliminated 

in 1879. Canals, roads and the first railways were built and 

postal communications modernised. Al 1 these changes paved the 

way for the structural change of the Finnish economy. 
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However, from the beginning, Finnish industrialisation r.as been 

determined and conditioned by external factors. During the 

1870's, 60 per cent of all products produced by the metal and 

engineering industry were exported to 

thirds of the textile industry products. 

sawn 

Russia, and over two-

Practically all forest 

wood as well were industry products timbe~ and 

exported, but to Western Europe. 

mid-1870's some 85 per cent of 

productior. went abroad. 5 

It is estimated that in the 

Finland's total industrial 

Gradually, external dependence started, however, to decrease. By 

1899 only 50 per cent of the total industrial production was 

exported: textiles and the metal and engineering industries 

provided goods mainly for the home market. In 1913 only 10 per 

cent of the teY._ile industry products and nine per cent of the 

metal industry products were exported. 6 There were obvious 

reasons for that. First, there was a gradual increase of 

domestic demand in Finland. Industrialisation itself brok~ down 

the traditional social relations of the subsistence economy. In 

particular, the development of the forest industry generated an 

extra flow of income into rural areas, especially for 

landholders. 

Secondly, in the middle of the 1880's trade with Russia was 

restricted again. Finnish products were t6 be treated in Russian 

markets I ike other foreign products. This change decisively 

influenced the composition of Finland's external trade and 

industrialisation. During the 1870's Russia had taken one half 

of Finl and' s exports whereas thirty years 1 ater a 1 it t le over 

one quarter of the exports went there. In a similar way imports 

from Russia decreased, though not so rapidly (see Table 9). 

Instead Finland was increasingly bound to the Western European 

markets. Great Britain became the most important export market, 

while Germany became by far the most significant source of 

imports. 
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Table 9. Finnish foreign trade in 1870-1910 
(per cent share) 

1870 1890 1910 
World• ~ussia World• Russia World• 

Exports 

Fqr i.cul tural prds 36 .9 31. 7 31.5 27 .0 17.2 
Timber 5.3 1.9 5.7 4.7 10.5 
Sawn wood 47 .3 2.0 55.3 1.7 61.0 
Pulp and paper 0.0 4.9 2.6 20.2 9.2 
Textiles and clothing 0.2 25.9 0.3 13 .1 0.2 
Chemical industry prds 8.8 6.9 4.0 2.3 0.8 
'.'-letal i.ndust:::y prds 0.0 23.6 0.7 15.5 0.2 
Others 1.5 3.1 0.0 15.5 0.9 

Total 100.0 100.0 100.0 100.0 100.0 

Imp:>rts 

Foodstuf~s 39.6 39.1 35.l 53.0 34.9 
Raw materials and semi-
manufactures 41.6 23.2 38.5 14.9 36.2 
Fuels and lub;-icants 3.6 0.4 2.1 3.2 3.1 
Inv es tmen t goods 1.5 0.0 8.7 0.8 8.3 
Coosumption goods 13 .6 37.3 15.6 28.l 17 .6 

Total 100.0 100.0 100.0 100.0 100.0 

D:recti.on E)(µ)rts li'rµ:rts Dcp:cts Iirp'.rts CXp:rts 

Russia 52 .9 39.7 39.3 33 .6 27.4 
Sweden 10.0 11.0 7.8 8.4 4.0 
Great Britain 19.0 11.9 19.1 16 .4 29.5 
Germany 7.6 21.8 6.5 31.9 12.0 
Others 10 .s 15.6 27 .3 9.8 27.l 

Tut al 100.0 100.0 100.0 100.0 100.0 

• Note: Exclu:hng Russia. 

Source: Erkki Pihkala (1969), Finland's Foreign Trade 1860-1917, 
Publications of Bank of Finland, Helsinki. 

Russia 

18.3 
6.9 
8.1 

39.0 
10.l 
1.1 
4.5 

12.0 

100.0 

58.7 

20.l 
5.3 
0.8 

15.l 

100.0 

Tup:rts 

28.7 
5.1 

11. 9 
41.6 
12.8 

100.0 

Following the changes in the direction of trade, its composition 

also changed. The range of exports became narrower and the share 

of processed products decreased as ties with Western Europe 

increased. The expansion of the metal and textile industries 

halted. Only the paper industry was capable of expanding its 

market share and began to dominate the Russian trade (See Table 

9). Before the First World War timber logs and sawn wood 
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constituted three-quarters of the total exports. The rest was 

mai::!y dairy products (butter). On the imports side there was 

growing de~endence on western manufactured products, especially 

investment goods, as industrialisation expanded. The Finnish 

industrialisation had turned into a one-sided process. 7 

The whole economic 

vulnerable to the 

Earlier, the only 

development in Finland consequently became 

f 1 uctuat ions of the international economy. 

economic cycles were generated by domestic 

harvests. Since the 1870's, however, cyclical swings have taken 

place in the foreign trade causing severe instabilities l~ 

economic development. The expansion of trade relations with the 

European core countries also caused a balance of 

payments deficit. As long as the Russian trade was dominant, the 

Finnish trade balance was positive, but after the 1890's there 

was a chronic deficit, especially with Germany. 8 

The low level of diversification and strong export orientation 

of the Finnish industrialisation led to heavy concentration in 

the leading industries. International slumps eliminated weak 

export enterprises. Competitiveness and stable development 

required large-scale production and common pricing policy. 

Already by the end of the nineteenth century, the most important 

exports of Finland were in the hands of a few companies, which 

have since continued to dominate the economic development of the 

country. A few financial groups were developed to finance 

exports, around which nearly all the largest private enterprises 

have been grouped. 

Spatial concentration has al so increased. The beginnings of 

manufacturing were scattered around the whole country, usually 

near to the source of raw materials. The use of steam instead of 

water power made it possible, however, to locate saw-mills, pulp 

and paper industries on the coast while the 1 akes and rivers 

offered efficient low-cost transportation of logs to the mills. 

Hence the centre of gravity of industrialisation focussed on the 

southern and south-western coastal areas, closer to export 

markets, causing, in the long run, severe regional disparities. 
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Though indust ial product ion grew at a rapid rate until the 

beginning of the First World War, Finland remained predominantly 

agrarian. The share of the working p~pulation making their 

livir.g from agriculture had decreased from 85 per cent in 1870 

to 70 per cent in 1910 (see Table 12 p. 99), but manufacturing 

was not able to absorb more than 12 per cent. The landless 

population had been increasing, and approximately half of the 

rural population owned no land, one-third were tenants who 

cultivated land under various lease arrangements and only some 

20 per cent were landowners. 

The population pressure was relieved by emigration. Before the 

last decades of the nineteenth century, no significant 

emigration had taken place. During the 1880's and 1890's some 

2 000 people emigrated annually. Thereafter the number grew 

rapidly. During the years 1900-1915 the annual av~rage was about 

15 000. Estimates indicated that over 200 000 people had 

emigrated by 192~'"-:>r· six per' cent of the total population, 

mostly to the United States. 9 

The First World War broke the economic links to the European 

core. During the years 1915-1917 Finnish foreign trade took 

place almost entirely with Russia. Finnish domestic industry, 

especially metal and engineering, but also textiles and leather, 

received from Russia as many army contracts as they could carry 

out. Also their position in the domestic market strengthened as 
. . f . d lO h 1 compet l t ion rem imports steppe . But t ere was soon a tot a 

collapse of economic relations between the two countries, 

lasting for over a quarter of a century. 

2.1.2 Dependent growth 

Finland's political independence was declared in 1917. The 

result of the civil war in 1918, in which the socialists were 

defeated, defined the course of economic policy and the pattern 

of development in the new republic. Agreements on commercial and 

economic collaboration, that were virtually semi-colonial were 

made with the Germans, who had occupied the southern parts of 
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Finland during the civil war. The result of the World War was 

that instead of becoming a 'colony' of one dominant power, 

Finland became part of the West-European periphery. 

During the inter-war period Finland's role in the international 

division of labour was consolidated. The country was producing 

raw and semi-processed wood for exports while becoming a market 

area for central European trading operations. Independence had 

created formal conditions for a national tariff and foreign 

exchange policy, but the external transactions of a small open 

economy became determined by decisions made in the core areas, 

and international market forces. 

Economic growth in Finland was highly dependent on foreign 

trade. Most investm<?nt goods as well as raw materials were 

imported. Even half of the food came from abroad at the 

beginning of the 1920's. 11 Trade was predominantly with the 

western European countries. Finland became part of the sterling 

area, reflecting its most dominant export relations. In 1933 the 

Finnish mark was officially tied to sterling and a number of 

bi I ateral trade agreements were concluded. For instance, free 

access of wood product!; into the British markets was gained by 

offering considerable tariff advantages for British industrial 

d . . l d 12 pro ucts in Fin an . 

The export sector was extremely narrow and little diversified. 

Wood industry products canst i tuted between 80-95 per cent of 

total exports. (Table 10). Hence, forestry became the basic 

sector determining the progress in the whole economy. By its 

nature, it is externally oriented, dependent on foreign markets 

and has relatively few linkages with other manufacturing 

sectors. Its interests in tariff and foreign trade policy and 

its dominance in national production have rather hindered 

diversification and increased the openness and vulnerability of 

the Finnish economy in relation to the European core. 



) i 

Table 10. Finni.sh foreign trade in 1920-1940 
(per cent share) 

1920 1930 1940 
E.-q:,,.. :-ts 

ilqricultural prds 2.5 11.8 10.1 
Tl.J11ber 6.1 8.1 9.0 
Sawn wood 50.3 41.0 31.3 
Pulp and paper 37.3 34.5 41.6 
Textiles and clothing 0.0 0.5 LO 
Chemical industry prds 1.1 0.8 1.1 
Metal industry prds 0.8 1.4 3.7 
Others 1.9 1.9 2.2 

Total 100.0 100.0 100.0 

lmpJrts 

Foodstuffs 33.3 26.8 15.2 
Raw materials and semi-
manufactures 41.l 42.l 43.7 
Fuels and lubricants 5.9 9.0 9.6 
Investment goods 9.3 8.5 15.8 
Consumption goods 10.4 13.6 15.7 

Total 100.0 100.0 100.0 

Direction B<prts Inp:rts Exp:rts Inp.'.rts Exp:rts Inp:rts 

Soviet Union 0.3 0.0 4.5 2.5 0.5 1.4 
S1.1eden 8.2 10.6 5.4 7.4 2.8 11.2 
Great Britain 43.0 27.7 38.9 13 .6 42.7 18.4 
Germany 4.8 16.9 12.5 36.9 14.8 18.1 
Um.ted States 6.6 21.9 7.6 12.2 9.2 10.4 
Others 37.1 22.9 31.l 27.4 30.0 40.5 

Total 100.0 100.0 100.0 100.0 100.0 100.0 

Source: Heikki Oksanen and Erkki Pihkala \ 1975), Finland's Foreign Trade 
1917-1949, Bank of Finland Publications, Helsinki. 

The almost complete decline in trade with the Soviet Union (see 

Table 10) was the main reason why the range of exports narrowed. 

Manufactured products had previously been sold to the East. The 

small size of the economy and foreign competition made import 

substitution difficult. The government sought to promote it for 

reasons of foreign exchange, employment and defence, but 

frequent 1 y the interests of the export industry carried more 

weight in short-term policy considerations. 
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During the twenty years between the World Wars, economic growth 

tn Finland, based mainly on industrialisation, was very rapid. 

By the end of the 1930's, the volume of industrial production 

was 300 per cent higher then twenty :·ears earlier - one of the 

highest growth rates in the world, although one should consider 

the low starting level. The corresponding figure for Europe, was 

on average 80 per cent. 13 Reflecting rapid industrialisation, 

the demand for imported investment goods increased by the end of 

the 1930's. Capital accumulation was predominantly in Finnish 

hanis, for after independence the strategic mining and forest 

sectors were taken into national ownership. 

The heavy investment in the export sector explains the strong 

economic growth. The demand for forestry products in the 

European markets was steadily increasing. Though it was 

sensitive to cyclical changes - the demand for sawn timber is 

affected by booms in construction - the general price trend was 

favourable. The Nordic paper and pulp producers had created 

Scandinavian cartels in the 1930's, through which markets have 

been divided, production quotas defined and price corr.petition 

eliminated. 14 Oligo-polistic pricing policy has given the forest 

industry stable returns to capital and incentives for further 

expansion. 

Dorne st ic cost factors al so favoured exp ans ion of the forest 

industry. Wood raw material was still relatively cheap. In the 

rural areas there was an abundance of labour. The labour 

movement was politically and organisationally weak, and 

consequently the general Finnish wage level remained lower ~han 

that of other Scandinavian or West European countries. 

As a result of the strong economic growth during the 1920's and 

1930's, industrial unemployment was quite marginal - except 

during the Great Depression. On the other hand, there was latent 

unemployment in the rural areas. The extensive land reform 

programme during the period 1918-1935 eliminated the group of 

lease~olders and landless population by creating nearly 150 000 

new independent smallholdings. The forestry provided subsidiary 

earnings for these sma ! 1 farmers. Hence, the forest-based 
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indus~ridlisation slow~ct down the rate of urbanisation and 

structural change in the economy. Agriculture still employed 60 

per cent of the population (see Table 12 p.991 •
15 The structural 

change of the Finnish economy was slow and painful due to the 

one-sided, though intensive, growth of thr industrial sector. 

2.1.3 Finnish-Soviet Economic Relations 

The Second World War reorganised Finland's position in the 

international system both politically and, consequently, also 

economically. Twice Finland was at war with the Soviet Union, 

the second time joining the German invasion of Russia. After the 

war the Finnish security policy was reshaped. Instead of 

standing as an outmost western bulwark against the East, Finland 

begRn to take into consideration the security interests of the 

Soviet Union in its north-west frontier, culminating in 1948 in 

the Treaty of Fr iends:1 ip, Co-ope rat ion and Mutual Assistance 

with the Soviet Union. The treaty has since become the basis for 

improvements in mutual political, cul turu~ and economic 

relations. The general foreign pol icy of Fi:-iland emphasises 

neutralit~ and non-alignment, giving the country the role of a 

bridge-builder between East and West. This has also offered an 

opportunity for changing Finland's established role in the 

international division of labour. 

Finland was obliged to pay war reparations during the 1945-1952 

period in the form of commodity deliveriej; 72 per cent of the 

reparations goods consisted of the prod•Jcts of shipbuilding, 

machinery and the metal industries; the rest were paper industry 

accounted for 

cent of total 

products. Before the war the former industries 

only about five per cent of GNP and four per 
16 

exports. Naturally, the war indemnities were a heavy economic 

burden during the post-war reconstruct ion period. In the long 

run, however, they greatly assisted the diversification of 

Finnish industry and formed the basis of renewed trade with the 

Soviet Union. 
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In 1947 a commercial agreement was signed, under which most-

favoured-nation treatment would be applied to Finnish-Soviet 

trade. Three year~ 1 ater the first Finnish-Soviet five-year 

trade and payments agreement was signed. Since the mid-1950's 

intergovernmental scient~fic, technical and economic agreements 

and commissions have been established, and finally in 1977 a 

long-term (15 year) framework of trade was agreed upon. During 

the 'cold war' Western countries froze their economic relations 

with the socialist countries with a trade embargo, but Finl and 

did not take part. Consequently, Finnish industry faced little 

competition in the Soviet market and was, up to the end of the 

1960's, its main western trade partner; even today it is the 

third largest, after West Germany and Japan. 

role has provided many advantages.
17 

First, Finnish-Soviet trade takes place 

This pioneering 

through barter 

agreements planned for a five-year period. The bilateral nature 

of the trade has meant a balance between imports and exporcs - a 

deficit in one year can be adjusted in the next. This saves 

foreign currency and creates no balance of payment problems, 

though the trade takes place at world market prices. Thus, for 

example, the oil crisis in the 1970's did ~ot affect Finland's 

balance of payments directly, but instead increased Finnish 

exports. Mor13 over, the planning of long-term deliveries has made 

economic development more steady. 

Secondly, Soviet trade has alleviated the cy~lical fluctuations 

in Finland's foreign trade and economic development. During 

upswings, exports to the West have typically increased, matched 

by decreases to the East; during cyclical downswings when the 

trade to the Europe~n core faces difficulties, Finnish industry 

has searched for compensatory outlets in the Soviet Union. 18 

Thirdly, the composition of trade has been as favourable for 

Finland as during the 19th Centnry. Typically, in an infant 

phase of a production cycl~ new industries have been 

nurtured in the protective envir~. of bilateral trade, but 

when the product is competitiv~ encugh, export is directed into 

the European r.:ore markets. Bui 1 t up to pay reparations, the 
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expanding Finnish metal and engineering industry has been able 

to secure export markets in the Soviet Ur.ion. Also the textiles, 

clothing and footwear industries have increasir.gly penetrated 

Soviet markets during the past ten years. These industries tend 

to be labour-intensive in ,-:ontrast to the trad1tio:.al capital

intensive character of Finnish exports. Employment 

considerations have been very apparent in the inter-governmental 

joint ventures in which the Finns are of fer i ng not only know

how, technical expertise and key equipment, but also labour for 

building industrial and mining complexes on Soviet soil. These 

projects have mainly taken place in the border areas and 

relieved the endemic unemployment situation 

developed eastern parts of Finland. 

in those less 

While Finlcnd is exporting processed manufactures, four-fifths 

of the imports from the Soviet Union have consistec of primary 

products, m3inly fuels. The biggest ohstacle to expanding 

Finni sh exports has been the 1 ack of demand in Finl and fo 

Soviet manufactures. Altog, _her, by composition Finnish-Soviet 

economic relations have .n highly asymmetric. This has 

provided Finnish industry, and thus the economy, a sort of core 

position in this particular section of the internati~nal 

division of labour. 

During the 1950 's, the share of the Soviet Union in Finland's 

total trade was on average 20 per cent. Since then, the long

term trend declined, the share reaching 12 per cent at the 

beginning of the 1970's. After the energy crisis and general 

world-wide recession in the 1970's, the Sovi(!t Union became once 

again the most important single trading partner for Finland (see 

Table 11). 

Nevertheless, the dominant economic rel at ions have been with 

Western Europe. The Finnish economy is structurally tied to the 

European core and the interests of the dominant sectors have 

demanded the strenthening of these ties. 
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2.1.4 Integration to the European Core 

The main strategy of Finnish post-w.:ir foreign trade policy has 

been ta liberalise Western trade and im?rove the competitiveness 

of the exrort industry in Europen markets. At the same time, 

there have been obvious limits on commercial integration into 

the West, because of the basic goal of foreign pol icy to 

preserve neutrality 

refused Marshal 1 Aid 

and national security. 

when it became clear 

In 1947, ~inland 

that the pl an had 

generated an interbloc controversy. As a consequence, it was 

left out of the OEEC and it stayed out of the Council of Europe, 

both of which were important integrating institutions in Western 

Europe. But Finland joined the IBRD and the IMF in 1948 and a 

year 1 ater GATT. Consequently, throughout the 19 50' s, import 

tariffs were reduced, and finally in 1957 import regulation and 

licensing were abolished. The abolition of passport controls 

inside Scandinavia and the creation of the Pan Nordic Labour 

Market in 1954 eliminated barriers t0 Scandinavian labour 

mobility. The commercial integration into the west was continued 

in 1961 by Finland's association with EFTA. The most-favoured

nation status in Finnish-Soviet trade was reaffirmed, indicating 

Finland's aspirations toward equality. However, the tariff 

advantages for EFTA countries were more significant than for the 

Soviet Union, whose imports consisted mainly of tariff-free 

primary products. 

In 1968, Finland officially joined the OECD and started to carry 

out ~he recommendations of the organisation to free movements of 

capital dnd to make international investments easier. 

Ultimately, in 1973, Finland signed a free trade agreement with 

the EEC, though ther~ is r.o 'development paragraph' in the 

agreement that would anticipate closer forms of economic or 

political integration in the future. Soon afterwards, an 

agreement was made on trade and technical co-operation with the 

CMEA. These agreements, taken together, demonstrate Finland's 

role as a bridge-builder in East-West economic co-operation and 

its resolute efforts to keep neutral and thus safeguard national 

security.J. 9 

.................. __ Nrmlll ___ .............................................................................................. ... 



Howev._•r, bPs1des security i n t t~ r ~st s , of fei1S i ve 

econc:n1c l n t ._,rests have r·rc~oted this whole series of 

inst1tut1cnal fram~works for ~xternal cc0nomic interactions. It 

lS t'\'ide:;t ':hat the driving force in the Finnish trade· 

liberalisation policy has been the dominant forest-based export 

industry. The country has remained as one of the leading sources 

of .0rest industry products for the European core, the main 

market being in Great Britain, where over 80 per cent of Finnish 

exports still consist of processed wood products. 

As typical of a small economy with limited factor endowments and 

domestic markets, the industrialisation process tends to be 

externally oriented anc highly specialised, and, hence, 

conditioned by foreign demand as well as supply factors. In 

Finland total exports accounted for about 28 per cent of the GDP 

in J..981, and imp0rts covered some 29 per cent of total domestic 

demand. Particu:Jr]y, in terms of the manufacturing industry, 

imports accounted for about 33 per cent of total demand and 

exports 41 per c~nt of gross manufacturing output. Also in other 

small industrialised market economies the Scancina·.:ian 

countri.cs, Austria and Switzerland foreign trade covers 

comparable shares of total output and demand. Differences exist, 

however, in the pattern of outward orientation reflected in th~ 

structural development of industry and the external 

specialisation pattern. 

The reconstruction years after the Second World War created an 

opportunity to develop a more diversified industrial structurt~ 

in Finland. 
20 

The reconstruction took place in the protectE"d 

framework of a closer economy, and of the new barter-based 

Soviet trade. Also the direct participation in industry by the 

state was notable.
21 

Since the gradual opening of the economy at 

the end of the 1950's, the share of trade of the gross 

production has rapidly increased. Besides ~he forest industry, 

the metal and clothing industries in particular were able to 

increase their exports. 

however, been so much 

The diversification of exports has not, 

the result of a restructuring of the 

traditional trade relations with Western Europe, but rather an 

opening up of new markets, Mainly in the Soviet Union and 
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Scandinavia (se~ Table 11). The exceptionally rapid increase of 

Finnish exports to Sweden during the 1960's and its diversified 

composition has partly been the result of the intensive 

investment of the Swedish clothing industry in Finland and 

increased sub-contracting relations between the Finnish and 

Swedish engineering industries. 

Table 11. Finnish Foreign trade by major partners arrl regions. 1953 -1981 
(per cent share) 

1951 1960 1965 1970 1976 1981 

exp::>rts 
l:A"•lEs 'Jl .6 72.1 T'.3 77.8 69.5 63.8 
of which Sweden 2.8 4.3 7.1 15.1 17.0 13 .4 

United Kingdom 21.3 23.8 20.1 17 .4 14 .2 10.7 
West Germany 7.1 11.6 11.3 10.5 9.3 9.1 
USA 7.2 4.9 6.0 4.7 2.8 3.7 

socs 30.5 18.9 20.5 15.7 23.7 26.5 
of which Soviet Union 25 .4 14.l 15.9 12.3 20.2 24.7 
LOCs 7.9 9.0 6.2 6.6 6.8 9.8 

imp::>rts 
DMEs 56.0 73.7 75.2 75.8 68.1 63.2 
of which West Germany 7.8 19.4 18.5 16.5 14.6 12.1 

Sweden 4.0 10.2 12.8 16.1 15.9 11.3 
United Kingdom 12 .4 13 .3 13.5 13 .1 7.9 8.1 
USA 5 .4 6.3 6.2 5.2 5.2 7.5 

SX:s 34.l 20.2 18.2 16.1 21.8 26.5 
of which Soviet Union 16.9 14.2 14.0 12.5 18 .5 23.5 
LOCs 9.9 6.1 6.6 8.1 10.l 10.3 

Sources: Official Foreign Trade Statistics of Finland, respective years. 

After the foreign trade 1 iberal isat ion the balance of trade 

deficit has become a chronic problem. In particular, there has 

cont inousl y been a trade deficit with West Germany, Japan and 

the United States, primarily due to high demand for technically 

advanced investment and consumer goods that has been satisfied 

by imports from these sources. In the post-war years only after 

big devaluations has the current account balance in some years 
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been positive. Finland's less diversified production structure 

has faced problems in competing in open markets with core 
. 22 

economies. 

In the shor::: term the deficit in the current account has been 

filled by foreign borrowing. At the end of the 19SO's, Finland's 

long-term foreign debt was 2 per cent of GOP, in 1965 8 per cent 

and in 1981 al ready 20 per cent. 23 In the longer term, the 

balance of payments adjustment has necessitated changes in the 

exchange rate. Between 1945 and 1984 there have been thirte~n 

devaluations in Finland, one of the highest figures in Europe. 

Frequently, exchange rate changes have taken place in connection 

with the devaluations of the core currencies (sterling, Swedish 

krona). The purpose of the repeated devaluations has been to 

maintain the competitiveness of the dominant export industries. 

However, because of the oligopolistic nature of the 

international market 

forest industry has 

reducing prices, but 

for forest-based products, the Finnish 

not increased its competitiveness by 

rather has acted as a 'pr ice-taker' and 

thus benefitted in full from the short-term profit potential of 

a devaluation. This has been one reason why Finnish devaluations 

have been relatively successful in achieving notable but 

temporary improvements in the balance of payments. 
24 

The long-term consequences of devaluations have been import 

pric~ increases, multiplying in terms of general price advances. 

During the post-war period as a whole, prices rose faster in 

Finland than in most European countries. Between 1950 and 1980 

the average annual increase in consumer prices was 8.7 per cent 

in Fii..Land, compared with 6.2 per cent in the OECD area as a 

whole. 25 

2.1.5 Structural change of the economy 

The post-war development of the Finnish economy has been 

characterised by relatively strong economic grcwth and, in 

particular, substantial structural change. During the period of 

1950-80 the average annual growth rate of GNP was 4.6 pe~ cent, 

while the correspondlng figure for the OECD area as a whole was 
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J.9 ?Cr cent. Although the growth has been quit~ hiah, it ha~ 

Vt"ry unstable, ..:luctuating sharply y»at· ,1ftt>r- year 

fol l·.J1o:ing 
. . . 2h 

intt."!'.'nat1onal b11s1nt"SS cyc-lPs. Ou0 t·-i th·" relatively 

hi~h growth rate, the Finni sh GNP pt>r ca~ i ta (Hi 1180 dc'l I ar::; in 

1931) has gradually approached che OECD averaqr, bci~1g slightly 

..ibove, for example, the United Kingdom, Japan and Austria, b~t 

below the main core economies in Europe. 

In addition to a good average growth performance, the Finni sh 

economy has undergone drastic ..::hanqt:~S in its structure. The 

shift away from agriculture towards industi·ial and servicf' 

activities has been exceptionally intensive during the post-war 

period. Around 60 per cent of the labour fence worked in the 

primary sector in 1940 and some 46 per cent still in 1950, while 

after that, in thirty years time, the share has dropped down to 

13 per cent 1:1 1980 (see Table 12). This ha.s represente(! :i. 

transformation which has been much sharper than that undergonr 

by any other Nordic countries or care economies in Eurape. Onlv 

in some Southern European semi-peripheries, Spa!.n and Italy 

being the foremost examples, has a very rapid 0xpansicn of thn 

manufacturing sector 

intensive a structural 

during the post-war years caus~rl 0s 
,~ 

chan)P as in Finland.~' 

Table 12. The Employment Structure in 1870 -1980 (per cent share) 

1870 1910 1940 1950 1960 1970 1980 

Primary 
(agriculture, foresty 

12.6 f1.shrng l 85.0 70 .0 60.0 45.8 JS.5 20 .3 

&"Cond<iry 
(manufacturing, mining, 
construction) 6.0 12.0 22.0 27 .1 30 .3 34 .2 33 .4 

Tertiary 
(corrmerce, transp::>rt, 
banking, services) 9.0 18.0 18 .0 27 .1 34.2 45.5 54.0 

Total 100 100 100 100 100 100 100 

Sow"ce: Statistical Ye.arbook of Finland, respective years. 



-0 I 

In human terms, this transformation has meant a massive shift of 

~m?loy~ent fro~ the c0~ntrys1d~ to thP urban areas as well as an 

•'XtPns1·:e interr.al r:iigration fr0m tht.> lt'SS develnr:ied regions in 

the ea~~t ar.d r-:('rth of Finl.:ind tc the south, in particular to the 

Helsinki region. Industrialisation has taken place mainly in the 

sourthcrn:aost parts of the country, located nearer the export 

markets and doninant internal markets. Of the total value added 

in the industry in 1981 some 70 per cent was produced in the 

south and south-west reoions - which constitute less than one

f if th of the whole land area and 58 per cent of the total 

population. Consequently there are wide regional variations in 

the employment structure. In the four developed southern 

provinces the proportion of the labour force engaged in primary 

production is less than 10 per cent and in i~rlustry about 40 per 

cent - quite si~i.la· to the corresponding figures of developed 

core Europe. As opposed to this, the northern and central parts 

of Finland, l . e. the less developed regions, have remained 

largely depende11t upon traditional, mostly smallholder 

agriculture which has absorbed almost one-third of the total 

labour force. Small farms have been unable to offer year-round 

work. Particularly the mechanisation of agriculture as well as 

forestry - which provides subsidiary earning for small farmers -

has increased the reldtive excess labour in the areas where 

~rimary activities still dominate. Moreover, the structure of 

secondary industry in the less developed regions has been quite 

unfavourable, the predominant branches showing slow growth rates 

and high capital intensity (forestry, mining and energy).
28 

After the intense sectoral change the average Finnish 

distribution of GNP and employment over the three major sectors 

- agriculture, industry and services - is no longer far from the 

European average, but nevertheless, the share of agriculture in 

the total labour force is stil 1 higher and the share of the 

manufacturing industry is lower than the average in the OECD 

countries. But in Finland the manufacturing employment is still 

growing, unlike in most other DMEs which have already reached 

the so-called rnat~re post-industrial stage.
29 

The average annual 

growth rate of industrial production in Finland between 1950-73 

was about 6.9 per cent while thP. corresponding figure in the 



OECD area as a whole was 5.5 per cent. Even within the context 

of the post 1974 recession. this general trend has ~een 

apparent: the Finnish manufacturing i:1dustry has ::Jt"0wn ar an 

annual rate of 3.7 per cent in 1974-80, compared with an averagr 

1.7 per cent in the other DMEs. As a result. it employed some 27 

per cent of the country's labour force in 1980, compared with 

around 20 per cent tw~nty years earlier, and it covered some 33 

per cent of GNP in 1980, whereas in 1960 the share was 29 per 

cent. 

Although it might be possible to illustrate the role played by 

the manufacturing industry in the Finnish economy during the 

post-war years as an 'engine of structural change', the real 

counterpart to the shift from agriculture has been the growth of 

the service sector. Its share in total employment has increased 

impressively up to over half of the tot a 1 1 abour force (see 

Table 12). This change indicates, on the one hand, that the 

level of public services and general welfare have improved. On 

the other hand, the industrialisation has not been extensive and 

diversified enough to be able to absorb the surplus labour 

released from the primary sector, so part of the growth of the 

. h b . 30 s 1 tertiary sector as een excessive. even~ structura 

unemployment and finally emigration are further consequences. 

The overall unemployment rate in Finland has continuously been 

above the OECD average. There has been a surplus of unskilled 

labour in the Finnish labour market duri!1g the whole post-war 

period, particularly in the less developed regions. Moreover, 

Finland belongs to the group of labour-exporting countries 

within Europe. The net emigration since the Second World War has 

been approximately 300 000 people, i.e. over 6 per cent of the 

present population. Over 90 per cent of Finnish emigrants have 

gone to Sweden. Si nee the ere-at ion of common Nordic l ahour 

markets and the abolition of passport controls inside 

Scandinavia in the mid-1950's, there have not been any 

institutional barriers to hinder emigration. The demand for 

low-skilled manpower in Sweden, differences in the standards of 



11v:na and ~agr diffPrentials (see Table 7 p. 77) as well as the 

c::lt·.•:al s~::tllat·ity of the two countries have been factors 

?a~1~a thr way far rmigration. 31 

Finns living abr0ad contribute very little to the direct inflow 

of foreign exchange in the form of remittances since, unlike 

many other emigrant groups, 

Tyµically, the migration 

first, the emigrant.::. move 

they take their families with them. 

has taken pl ace l n two st ages. At 

into the more prosperous parts of 

Finland. There, however, the insecure employment pr0spects and 

the housing shortage, on the one hand, and the attractions of 

work in Sweden, on the other hand, finally lead to a decision to 

emigrate. In a free labour market the movement of labour is 

cyclically very sensitive. The outflow of labour from Finland 

increases when a cyclical upswing occurs in Sweden. During the 

peak y~ars at the end of the 1960's, emigration reached almost 

40 000 people annually, which resulted in an overall population 

decrease in Finland. Since then the emigration rate has slowed 

down, and there was actually a net gain from emigration during 

some years of the 1970's. 

By way of conclusion, thf> specific role of Finland in the 

international division of labour has, on the one hand, paved the 

way for indastrialisation and economic growth, and, on the other 

hand, conditioned the industrialisation process and created 

various unfavourable constraints on the overall economic 

development. The Finnish path suggests that the highly export

oriented, rcsourcP-based growth model does not necessarily lead 

to increasing pcripheralisation, provided the economy is not 

trapped in this role. The successful translation of this 

lopsided development pattern into a viable economic structure 

depends on several factors. 

In Finland the k~y factors alleviating and modifying dependence 

on the world markets have been its policy of national control of 

key resources enabling domestic capital accumulation and the 

subsequent intra-sectoral as well as inter-sectoral diffusion of 

th£• inherently enclave-like Pxport industry. Successful agrarian 

reform and an income distribution policy have enabled a 
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relatively broad distribution of export receipts within the 

society. The role of direct state participation in industrial 

development has been notable not only in declining sectors but 

also in key sectors of manufacturing. Furthermore, an important 

factor contributing to an escape from unambiguous world market 

dependence has been the administered trade relations with the 

Soviet Union. Al 1 these factors have evP&atual ly lead to a 

gradually improving maturity and internal diversification and 

integration of the Finnish industrialisation process. The semi

peripheral economy has successfully avoided the peripheral 

development pat tern, al though the growth and diversification 

process is affected by specific constraints which may be 

associated with the external dependency relations.
32 

The concluding observations above are only tentative, demanding 

necessarily more profound and detailed analysis.
33 

Here, 

however, the major interest is not the characterisation of 

Finnish semi-peripherality as such, but how Finland's specific 

role in the international division of labour is affected when 

the country is faced with new industrial competition emerging 

from the peripheral economies <Jf the Third World. For this 

inquiry it is necessary to examine in a more detailed way the 

specific pattern of international specialisation in Finland. 

2.2 Pattern of international specialisation 

2.2.l Measuring the specialisation pattern 

In a quantitative analysis several indicators of i nternat ion al 

specialisation may be constructed. The indicator used here 

simply measures excess production in various manufacturing 

sectors. Hence, the gross domestic output of industry (labelled 

as 0.) is related to apparent domestic consumption (C. 
l 1 

= O. + M. 
1 l 

- X., where M. denotes the import values of manufacturing 
l 1 

sector 

and X. export values). Export sectors are those in 
l 

which 

production surpasses total domestic demand (O. :>· 
1 

sectors are vice versa so that production fails 

total consumption ( o. < c. ) • 34 
> 

l l 

C. ) and import 
l 

to come up to 
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The indicator thus constructed is supposed to describe patterns 

of ccmparative advantage within industrial branches. The more 

production stands above domestic demand, the greater the 

comparative advantage, and the more domestic consumption is 

satisfied by imports, the smaller the comparative advantage. 

Accordingly, a rough impression of the changes in Finland's 

pat tern of comparative advantage (or disadvantage) in different 

manufacturing sectors during the 1970's can be obtained from 

Table 13.
35 

A high degree of international specialisation can be observed in 

the Finnish manufacturing industry. Typically in a semi

peripheral economy industrialisation is based on a country's 

natural resource endowment or ample labour supply. As described 

tn the preceeding sections the industrialisation process tn 

Finland has originated from the utilisation of abundant forest 

resources. The forest industry still continues to be one of the 

leadir.g industrial branches and the dominant export sector. The 

international specialisation index is above ~verage in sawn 

wood, pulp, paper, wood manufactures and furniture, which 

together account for 41 per cent of Finland's total exports in 

1981. Within the forest industry there has been a gradual 

upgrad1ng towards more processed products, but nevertheless it 

is a resource-based branch with relatively little value-added 

content. During the post-war years the preponderance of the 

forest sector has diminished, but it still is the dominant 

export sector. 

Besides another resource-based industry, non-ferrous metals 

(which is not included in manufactures), the only other clear

cut manufacturing export sector is garments (clothing and 

footwear). In contrast to the forest sector, its relative 

importance in exports has increased during the 1970's as 

indicated by the international specialisation index (see Table 

13). All other industrial branches are more or less import 

dominated, meaning that domestic production fails to come up to 

total consumption. In terms of functional composition, the 
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Table 13. International specialisation index in Finnish manufacturing, 
1970, 1976 and 1981 

La::.cur-intensive inter:r:ediates 
1 ea.ther prds 
rubber prds 
WOGd rr.nfs 
textiles 
ncn-~etal ~ineral prds 

Subtotal 

Ca~ital-intensive inter~ediates 

cherr:icals 
pulp 
paper 
iron and steel 

Subtotal 

Consurr:er goods 

pharrr.aceuti cals 
furniture 
clothing 
footwear 
instrun:ents 
~~sc. light rr.nfs 

Subtotal 

Capital gocds 

basic u.etal prds 
industrial rr..achinery 
~orr.puting ~.achinery 

tele, TV, radio appar. 
electrical rr.achi~ery 
transport equip~ent 

Subtotal 

Total rrBnufactures 

sawn wood 
ncn-f errous cr.etals 
fuels 

O/C 1970 

76.5 
62.9 

215.6 
74.4 
92.5 

94.3 

72.5 
180.9 
456.0 
65.9 

140.2 

59.8 
115 .2 
135. 1 
112 .2 
30.2 
90.4 

94.2 

89.7 
71.6 
14. 1 
76.7 
68.0 
73.7 
73.7 

99.8 
263.2 
98.8 
42.8 

OIC 1976 

65.2 
64.4 

164.LI 
74.3 
96.6 

92.7 

79.6 
139_4 
316.8 
84.4 

133.5 

67.4 
117.5 
no.6 
128.8 
33.3 
96.8 

101 .6 

93.2 
82.0 
15.7 
86.8 
69.2 
95.8 
84.8 

103.0 

183.9 
124.8 
47.0 

O/C 1981 

63.5 
65.6 

176.4 
70.9 
99.2 
96.9 

86.2 
147.9 
31 l . 9 
103.7 

144 .7 

90.7 
135 .2 
238 .5 
161 . 3 
46.7 

102.0 

115. 1 

103.4 
88. 1 
33.7 
93.2 
86.3 
91.6 

89. 1 

112. 3 
288.4 
125.9 
46.9 

Note: O/C index stands for the value of gross output in industry divided 
by the apparent consumption (01 AOi+MCXil) · 100. 

Sources: Appendix Tables 3 and 7. 



53 

strongest import dependency is felt in some labour-intensive 

intermediates (textiles, leather and rubber products) and in the 

capital goods sector. 

A marked asymmetry is characteristic of the Finnish trade 

structure: the product pat tern of imports differs noticeably 

from that of exports. This dichotomy makes the whole economic 

development quite volatile, 

international markets. In 

varying with demand conditions in 

Finland a gradual diversification 

within the industrial structure is, however, taking place. The 

import dependency has been reduced during the 1970's in all the 

metal industry branches, including the whole capital goods 

sector, and, on the other hand, the overwhelming dominance of 

the forest sector in experts has relatively decreased. This 

decline in the extent of specialisation in foreign trade and 

more balanced industrial production structure can be indicated 

by changes in the standard deviation of the international 

specialisation index. It has, indeed, noticeably decreased from 

91.9 in 1970 to 65.0 in 1981. 

2.2.2 Factor-intensity comparisons 

The gradual diversification of Finnish industry as well as the 

foreisn trade structure is a result of both the deepening of the 

industrial base (increased processing) and tne widening of the 

inrlustrial base (spreading into new fields). These changes are 

: ef lected in the sectoral and functional composition of the 

industrial structure. The branches of the manufacturing industry 

may also be characterised by differenc proportionate inputs of 

the factors of production or by specific organ is at ion al and 

locational factors. Hence, the gradual diversification process 

also implies changes in the pattern of international 

specialisation in terms of relative factor proportions. 

The production factors may be classified and defined in various 

ways. Here, an attempt is made to analyse changes within the 

branches by five inputs physical capital, labour, raw 
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r:1aterials, energy anc research and devel0pment activity - as 

well as by wage level, labour productivity, proportion of women 

in the labour force, size of firms and regional concentration. 

The indicators were constructed as follows. The relative capital 

intensity is measured as the industry's fixed capital per person 

employed. The value of fixed capital is derived from the fire

insurance rates of the branches. The indicator of capital 

intensity was 

each branch 

industries. 

formulated by relating the capital intensity of 

to the average figure of al 1 manufacturing 

The inverse of the capital intensity may be regarded as an 

approximation of relative labour intensity. Here, however, the 

indicator of labour intensity is measured as the sum of wages 

and salaries divided by the total value added of each branch. 

The raw material intensity is simply defined as the value of 

consumed raw materials per gross unit of production by 

branches. 

Two measures of relative research and development input are 

formulated. One is the number of research personnel employed 

divided by the total labour force in each industry. The other is 

the share of R & D expenditure with respect to the value added. 

The R & D indicator used here is a combination of these two 

measures. 

The wage level of industry is measured by wages divided by the 

number of w~~e earn~rs. 

The relative labour productivity is indicated by the value added 

per person employed. 

The energy intensity measure is the sum of purchased heat 

energy, electric energy and fuel divided by the value added of 

each branch. 
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The female intensity ratio is figured by relating the number of 

women euployees to the total labour force by industries. 

The relative firm size indicator is measured as total employment 

divided by the number of establishments in each manufacturing 

branch. 

Finally, the LOR intensity indicator illustrating the relative 

concentration of the labour force in the less developed regions 

of Finl and is measured as employment of LDRs divided by the 

total employment of each branch. The LDRs include all the 

provinces of Finl and except the four southernmost provinces: 

Uusimaa, Turun and Porin, Harne and Kymi. 

The examination is performed at a relatively high level of 

aggregation of manufacturing branches. Every branch considered 

is composed of a heterogeneous variety of production activities 

that frequently have different factor intensities. Hence, in 

this type of general examination, specific features of 

manuf act ur i ng sub-sectors are over 1 ooked. However, the data 

presented can highlight the relative orders of magnitude between 

the main sectors. 

Indicators of relative intensity of each of the production 

factors in the separate branches of industry are presented in 

Appendix Table 2. The indicator expressing wage 1 eve l 

differentials has the smallest variation between manufacturing 

branches. On the other hand, the distribution of R & D resources 

is characterised by extremely heavy concentration in a very few 

industries. Seven branches - within chemical and capital goods 

industries account for about three quarters of the total 

industrial R & D expenditures. Similarly, the energy intensity 

is solely concentrated in capital-intensive intermediate 

processinq industries. Furthermore, a fairly clear pattern 

exists of how the production fa=tors are combined in each 

branch. I.1 Finland the industries with the highest capital 

intensity are raw material and energy intensive; they pay the 

highest wages and show the highest degree of labour projuctivity 

and the size of undertaking is large. On the other end, labour 
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inte:is1ve branches have the lowest productivity rate and show 

tl-ie lowest relative wage levels, 

size and ~re female intensive. 

According to the international 

have frequently small plant 

specialisation index defined 

above, the manufacturing branches may be classified in rank 

order so that export and import sectors are examined separately. 

This ~lassif ication is related to indices of factor intensity in 

Table 14. The relative factor intensity is labelled as (+) or 

(-) when the branch indicator is above or below average. 

T"ble lq. !bnrary or ,...,latlve ractor lnt.en:.ltles '""lat:.!d to lnt.eniatlo.-..1 :tP"ClallSltlon or FllW11:sh 
mnuracturt.ig lndtcltrles, 19111 

inlematloMl R & D 
srcc!;i lls;itlon lnt.,ml ly 
Index (O/C) 

E.'r··rt sectors 

r•f"'r 
( •,.-.wn wood J 
clothing 
.....-.Y.l trnfs 
footw,.ar 
r•ilr 
rurnt turf! 
( n<'n-ff!rrous ""'ta ls) 

Itr1<>rt ""ctors 

Iron and st.,.-1 
ti.,,! c irei.. I rr<Js 
rr t ';~. light rrnr!1 
nr·n-rr,-,t.;il IT!nPr;il r•rtJ3 
t,.lr, TV, ,.,.110 ,.rr,.,. 
tr•n~r<>rl r~" I rrrrnt 
rrn,..,,.,.ceutlca ls 
intluotr!lll rrach!nrry 
r!.-~trlcal rrach!n.,q· 
chr.-!cals 
trxtl lf!S 
no~brr r'r"d• 
I r•ther rm• 
lnstrurf!nts 
co.-putlng ~achlnery 

Z77 .B 
256.B 
212.4 
157 .1 
1113. 7 
131. 7 
120}1 
112. 1 

92.4 
92 .1 
90.8 
Bil. J 
83.0 
81.6 
8o.B 
78.5 
76.9 
76.B 
63.2 
511.4 
56.5 
41.6 
JO.O 

( • l factor lnunslty ts 11bovl! averag" 

(-) factor lntl!nslty Ill bl!low Avl!rage 

c:1rlt..l 
lnte'l,.lty 

l;itinur raw """rgy 
lntemlly ,,..t.,rlal lnlf'!n:tlty 

lntr.n::lty 

+ 

RA'.' tn~•lty RAD rxp<'.ndlture/value adde<l + R&D r'f!rsonrlf!l/labnur (orcf'!; 

c"r!t.Al lnt"'1slty = fixed capttal/laoour" for"cf'!; 

IAboor" lntf'!n•lty (""g'·ll • llillar"l..,o)/v~lu" •rl<1"'1; 

r""' .. ,.t,.rl"l \ntrn:itty : r::1w mtcrtlll!llivr.·' production; 

""",.llY lnt'.n:ilty : """r"fl:Y cns~/valu" ad6r,J; 

.r.v:~ l~v .. 1 : ""~~~/~gr. ~arnrr~; 

l11t>n.1r rrnductlvlty : valu .. ;i'1dl'd/labtlur" rnrc .. ; 

'""'"I" ln~slty : '"11T"!n en-ploy"""' labour fOr"CI'; 

(1,.,,. slz,. : laoour fcrc~/,.~tabil•"""'t..~; 

UlR lnVn,.tty UlR lat>t"lur" forc'!/laoour fore<! 

Soun:e: APP"ntllx T.1hl~ 2. 

w~e l:1bour" ren-alf! flnr LOR 
level pmduc- Intensity ::lze !ntrn!l!ty 

tlvlly 
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In terms of factor intensities, the pattern of international 

specialisation of Finnish industry is quite distinct. The 

dominant export branches are either highly capital- and energy

intensive, relatively strandardised industries that are resource 

based with large plants and prcdu.::e primarily semi-processed 

goods (pulp, paper, non-ferrous metals) or low-skill, labour

inten3ive industries with relatively small undertakings 

(clothing, footwear, wood manufactures. furniture). The import 

dependence, on the contrary, is strongest in sectors with a high 

degree of processing and R & D intensity. Apart from requiring 

high skills, these industries are often relatively labour 

intensive. Notable exceptions to this association are leather 

products and textiles, which are relatively standardised semi

manufactures, but nevertheless Finnish domestic consumption is 

satisfied by imports to a high degree. The import sectors tend 

regionally to be located in the southern parts of the country, 

while the export sectors are relatively more represented in the 

less developed reqions of Finland utilising there primarily 

ample natural resources. 

The same pattern of international specialisation presented above 

may be seen in the carrel at ion matrix in Table 15. Since the 

ranking of the individual industries by their factor intensities 

is rather stable over time, 

be representative by and 

the figures given can be assumed to 

large of the whole 1970's. The 

statistical correlation between the international specialisation 

index and capital and raw-material as well as energy intensities 

is quite notable during the 1970's. This has been linked to the 

firm size, too. A small decline has ;ccurred, however, in these 

correlations reflecting the grad1 d diversification process 

that has taken place within the p; .nish manufacturing industry. 

A peculiar feature is that this diversification has increased 

both female intensity and LDR intensity in the Finnish 

specialisation pattern. Another consistent feature to be seen in 

the carrel at ion matrix as wel 1 as in the previous Table 14 is 

the quite strong negative correlation between international 

specialisation and human capital and the skill intensity 

(measured by the R & D intensity indicator) of the branches. 
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Table 15. Simple correlation coefficients between international 
specialisation in Finnish manufacturing and factor 
intensities by branches, 1970, 1976 and 1981 

OIC 1970 O/C 1976 O!C 1981 

R & D intensity -0.316 -0.395 -0.368 

capital intensity 0.473 0.399 0.328 

Labour intensity -0.253 -0. 141 -0.124 

Raw rra.terial intensity 0.421 0.441 0.393 

Energy intensity 0.308 0.275 0.232 

Wage level 0.216 o. 103 0.014 

Labour productivity 0 .253 o. 123 0.072 

rerr.ale intensity -0.031 0.081 0.200 

Finr. size 0 .361 0 _318 0.255 

LDR intensity 0.302 0.3~8 0.438 

Sources: Table 13 and Appendix Table 2. 

The conclusion to be drawn is that Finnish international 

specialisation is predominantly based on mature, non-science

based sectors benefitting either from local natural resources or 

relatively cheap labour. These industries are not in the most 

innovative sectors that lead technological development. Instead, 

design and production methods are standardised and productivity 

growth is also slow. This pattern of international 

specialisation is not quite typical among advanced 

industrialised economies. 

The openness and the low-level of diversity in the export 

structure is partly related to the size of the economy. Small 

countries, because of the widespread existence of economies of 

scale, cannot produce as wide a range of products as larger 

countries. However, in a small core country the specialised 

branch structure is primarily concentrated in technically 

advanced industries with a high value added and often with a 

high labour intensity. 36 This type of industrial structure 

determines the dominant role of core economies in the 

international division of labour. 
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Finland, instead, is among those developed countries, that at 

present have an 'intermediate' posit ion in the international 

division of labour. The structural characteristics of its 

foreign trade and industrial specialisation differ ostensibly 

from that of most other DMEs, although it has steadily moved 

closer to them during the 1970's. Still today the Finnish 

position in the international division of laQour has, in fact, 

some similarities with the pattern of international 

manufacturing specialisation of the LDCs. 37 

Within the context of semi-peripheral economie~, aggregated 
figures, such as 

dissimilarities in 

destinations. The 

regional direction 

presented above, may conceal fundamental 

the composition of foreign trade by 

form of international specialisation in one 

may be -compensated by a totally opposite 

pattern of specialisation in another direction, and, thus, 

aggregated figures are frequently too comprehensive. Hence, when 

analysing restructuring constraints of the Finnish manufacturing 

industry in relation to changing external conditions, it is 

necessary to differentiate more clearly the characteristics of 

the trade structure by destination. 

2.2.3 Trade structure by destination 

Finland's foreign trade is heavily conc~ntrated in Europe and 

especially in its neighbouring countries. The growth of demand 

by Finland's major Western trading partners, Great Britain and 

Sweden, has remained weaker than average for a considerable 

time. This slowdown and the abrupt increase in the world oil 

prices have been the main factors speeding up the Soviet trade 

during the 1970's. These changes in the world economy have also 

led at the end of the 1970's to a reorientation of Finnish trade 

towards new markets in the Third World, notably those of the 

o i 1-produc ing countries. The share of the LDCs in the total 

Finnish exports increased marginally from 6.2 per cent in 1965 

to 6.8 per cent in 1976, but thereafter the growth has been more 

intense, reaching a share of 9.8 per cent by 1981. As 
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far as imports are concerned, the LDC proportion in the total 

has increased more steadily from 6.6 per cent in 1965 to 10.3 

per cent in 1981 (see Table 11 p. 97). 

Despite this growth, Finland's trade relations with the LDCs are 

still in a quite embryonic state compared to that of the other 

DMEs. Among the OECD countries, around 27 per cent of their 

total exports go to the LDCs and some 32 per cent of their 

imports originate there (compare with Figures 1 and 2 and see 

Table 16). These OECD average figures are truly dominated by the 

big countries, such as Japan and the United States, that have 

Table 16. Foreign trade with LDCs by main Il1Es, 1981 (per cent) 

Exports to LDCs Irr.ports frOll! Trade ratio 
in total exports UX:s in total with LDCs* 

ia:ports 

Japan 48 .4 63.5 -9.8 
United States 38 .3 45.2 -17 .2 
Spain 33.2 45.8 -37.0 
Australia 32 .4 26.4 5.7 
Greece 30 .8 24.9 -25.0 
New Zealand 28 .9 23.6 6.7 
Italy 28.7 33.6 -16.0 
F'rance 26 .6 zr .8 -10.8 
United Kingdocr: 23.2 17 .8 11.9 
Switzerland 20.9 9.0 33.7 
West Genr.any 17.8 19.7 -1.2 
Sweden 16 .6 15 .3 3.2 
Portugal 16 .6 zr .o -58.7 
Denn:ark 14.8 10. 1 13.3 
Austria 14. 1 11.9 -5.6 
Belgium 11.8 16 .6 -21. 7 
Ireland 11.8 5.2 24.9 
Netherlands 11.4 23.5 -32.7 
Canada 11.3 14 .2 -8.7 
F'inland 9.7 10.4 -4.4 
Norway 8. 1 1.2 12.6 

OECCJ total 26.7 32.2 -11.3 

* Note: Trade ratio is defined as net trade balance as percentage 
proportion of total trade, i.e. l<X-M)/(X +M)} · 100 

Source: OECD, F'oreign trade by colll!lOdities, 1981. 
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Figure 1. Finnish foreign trade by major regions. 1981 
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extensive trade relations with the Third World. Nevertheless, 

compared to the other DMEs, too, Finland is lagging considerably 

behind, since only in Norway and Ireland is the foreign trade 

with the LDCs more modest than in Finland. 
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Figure 2. OECD trade by major regions , 1981 
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ThPrc may be scvPral PXplanations. For a sma 11, geographically 

distant, semi-peripheral economy it has hcen difficult to 

establish a comprr>hensivc trading network with the Third World 

countries. This has been partially comp~nsated by a large share 

nf indirect imports and exports. In fact, som~ 50 per cent of 

the Finnish imports from the LDCs come via third countries, 

notably via leading core econJmies. The most important 

intermediate countries have been the United States, West 

Germany, Great Britain, 
38 France and Denmark. 

Sweden, Switzerland, the Netherlands, 
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Another explanation for the low trade volume with the LDCs may 

be that the high share of socialist countries in Finland's 

foreign trade is at least a partial substitute for the low LDC 

share. Finnish trade relations with the East European countries, 

particularly with the Soviet Union, are exceptionally extensive 

compared to the other DMEs (Figures 1 and 2). Furthermore, there 

is a marked similarity in the composition of the trade flows 

with socialist countries and LDCs. The best example is that the 

bulk of Finland's oil requirements is purchased from the Soviet 

Union, while the other DMEs buy crude oil predominantly from the 

LDCs. 

On the import side, many products which the socialist countries 

offer compete with the LDCs. These are mainly raw materials, 

but also some resource-based or labour-intensive standardised 

manufactures. In fact, only about 16 per cent of imports from 

the LDCs and 12 per cent from socialist countries comprise 

manufacturing products, while the comparable figure in terms of 

imports from DMEs is over 80 per cent. 

When the changes in import structure between socialist countries 

and LDCs are compared with each other, it may be seen that the 

composition has shifted in opposite directions. The share of 

manufactured goods in Finnish imports from socialist countries 

has tended to decline steadily since the beginning of the 

1960's. This process was especially speeded up by the large 

price increases in crude oil and fuels. In contrast, the share 

of manufactures in imports originating from the LDCs has 

increased during the last twenty years. The most notable changes 

have taken place during the last five years. Between the years 

1976 and 1981 the relative shares of manufactured goods in 

Finnish imports from the LDCs have doubled (see Table 17). If 

mineral fuels and related materials are excluded, this 

transformation is even more drastic. The proport: ion of 

manufactures in Finnish non-oil merchandise imports from the 

LDCs has risen from about 8 per cent in 1970 to 35 per cent ir. 

1981. As far as the composition of Finnish exports is concerned, 

the country group pattern is more symmetrical than in imports. 
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T~ble l7. ShaN- oC" mnur.c:t.ures ln Ft1wtbh rares,. trade bJ •Jar ~lons, 19'>]- t911t (per ceot.) 

IJtEs SOCs LDCs To~l t.n~ 

lrroru exports 1q;orG non-oll eaport.s [q>Ort.s non-oil e•rnrt.s lirrorb e•rc-rts 
lrp>rt.s lll!p)rt.s 

19'j) 71.11 5].0 Z7.] Ill().] 78.8 11.6 '1.8 81.7 50.• 6).2 

•'!60 82.5 56.6 Z7.8 115.2 85.11 7.11 8.7 CJQ.2 "6.9 65.l 

1965 !111.2 70-S 211 .6 11].5 87.0 6.0 6.9 'R-1 68.2 75-l 

•970 86.S 76.0 21.7 llS.2 91.' 6.] 8 . ..- 89.] 69.6 79.2 

1976 86.6 76.9 17.2 SS.I 9].2 7.8 111." 8t.8 6].S 81.' 

1981 8o.] 7}.11 12.11 62.5 87.2 IS.6 ]11.8 77.9 S5.6 77 .s 

Source: A~ndtx T.al>le ]. 

Manufactured products dominate the export structure in each 

direction, although it has the 'owest share in the exports to 

the DMEs. If sawn wood is included, some 94 per cent of the 

total exports to the LDCs comprise manufactures, while the 

corresponding figures were 88 per cent in exports to socialist 

countries and 83 per cent to DMEs in 1981. 

The relative shares quoted above tend, however, to conceal 

substantial quantitative differences between separate trade 

flows. The degree of th~ manufactured import penetration as well 

as the amount of exports differ significantly by country groups. 

The DMEs are overwhelmingly the major source of manufactured 

imF,orts in Finland. They account for over 90 per cent of the 

total. Hence, the LDC share was no more than 3 per cent in 1981, 

although it has increased quite steadily during the 1970's (see 

Table 18 and Figure 1). In terms of Finnish exports of 

manufactured goods, the markets of both LDCs and socialist 

countries are relatively more important than mere imp0rt shares 

would suggest. Already some 10 per cent of the total 

manufactured exports are destined for the LDCs and almost 30 per 

cent to the socialist countries. 
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Table 18. Share of major regions in Finnish trade of manufactures, 
1953- 1981 (per cent) 

Exports Dr.ports 
£11Es socs LDCs [1'1Es socs LDCs 

1953 51.7 38.0 10 .3 79.3 18.5 2.3 

1960 62.7 24.8 12.5 90.9 8.4 0.7 

1965 68.7 23.7 7.6 92.8 6.6 0.6 

1970 74.6 18.0 7.4 94.3 5.0 0.7 

1976 65.9 27.3 6.9 92.9 5.9 1.2 

1981 60.4 29.8 9.8 91.2 5.9 2.9 

Source: Appendix Table 3. 

The differences in the magnitude ot the respective trade flows 

are well illustrated in Figure 3. Altogether, in terms of 

Finl and' s over al 1 manufactured trade, the LDCs play a very 

meagre role. In fact, the import share of 3 per cent as well as 

the export share of 10 per cent by the LDCs are the lowest 

proportions (except Ireland) within the whole OECD area. In 

terms of the DME manufactured exports, on the a~er~ge the Third 

World is a quite significant market area, accounting for about 

30 per cent of the total exports. Correspondingly, some 11 per 

cent of the OECD countries' manufactured imports originate from 

the LDCs (Figures 2 and 4). 

The extent to which the LDCs have succeeded in penetrating the 

DMEs has been described at times as a 'severe import threat' to 

industries in the latter economies. A detailed examination of 

the performance of LDCs as suppliers of manufactures suggests, 

however, that this fear may be exaggerated. The LDCs account for 

no more than one-tenth of the DME manufactured imports. 

Furthermore, their share is only about 3 per cent of the 

domestic sales of manufactured goods in DMEs. In the case of 

Finland, these proportions are even more insignificant. In 1981 

only 2.9 per cent of Finnish manufactured imports and 1.0 per 
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Figure 3. Structure of Finnish trade by major regions, 1981 
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r:ent of the total domestic manufactured demand was covered by 

the LDCs (Table 19). MorPover, manufactured trade between 

Finland and the LDCs has been highly unbalanced, altho~gh the 

relative trade surplus has slightly declined. Finnish exports of 

manufactures to LDCs were over four times larger than the 

reverse flow, although this ratio has become somewhat more even 

- being about ten to one in 1970 - as the trade has increased 

during the course of the 1970's. 

40000 
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Figure 4. Structure of OECD trade by major regions, 1981 
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As typical of a latecnming, semi-peripheral economy, the 

expansion of domestic manufactured product ion in Finl and has 

been predominantly dependent on changing demand and supply 

conditions in the more advanced core economies. About a third of 

the apparent domestic consumption of manufactures is satisfied 

by imports, which originate almost wholly from the DMF.s. The 

manufactured import penetration from the DMF.s is over thirty 

times larger than the imports from the LDCs (Table 19). 

Furthermore, while a trade surplus in Finnish manufactured trade 
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Table 19. Dependency structures in trade and production of nanufactures 

by Finland, 1970, 1976 and 1981 

Manufactured production and trade c~~l.rek) 

A gross production 

B total ireports 

C total exports 

D ill!ports fron: DMEs 

E ex: orts to 111Es 

F in:ports frore socs 

G exports to socs 

H in:ports froa: LDCs 

I exports to LDCs 

J trade surplus/deficit (C-8) 

K trade deficit with 111Es (E-0) 

L trade surplus with SCX:s (G-r) 

M trade surplus with LDCs (I-H) 

N apparent consua:ption (A+8-C) 

l. Ilr.ports to gross production (81A~) 

2. Ilr.port penetration (BIN~) 

3. Ireport penetration frOll! Il1Es (DIN~) 

4. !report penetration frocr. LDCs (HIN%) 

5. Propensity to export (CIA%) 

6. Propensity to export to Il1Es (E/A~) 

7. Propensity to export to LDCs (I/A%) 

8. LDC irr..ports to total irr.ports (HIS%) 

9. LDC exports to total exports ( IIC"lt) 
10. Export coverage of impoi ts (C/8%) 

11. Export coverage of imports from 
Il1Es CE/~) 

12. Export coverage of imports from 
SOCs (G/~) 

13 • Export coverage of imports from 
LDCs ( I !H'-') 

14. Relative trade deficit to ll1Es 
(Kl~) 

15. Relative trade surplus to Sf.Cs 
(L/G",{.) 

16. Relative trade surplus to LOCs 
(Mil'-') 

Sources: Appendix Tables 3 and 7. 

1970 

2i 507.9 
7 708.4 
7 674. 1 
7 265.4 
5 724.3 

386.5 
382.8 
56.5 

567 .1 

-34.3 
-1 541 . 1 

996.3 
510.6 

1976 

58 733.8 
18 141 .8 

19 870.0 
16 847.2 
13 087.4 
1 071 . 1 

5 419.3 
223.5 

1 363.3 
1 728.2 

-3 759.8 
4 348.2 

1 139 .8 

1981 

115 544.2 
34 080.0 
46 749.0 
31 074.0 
28 243.6 
2 019.3 

13 916.3 
986.7 

4 589. 1 
12 669.0 
-2 830.4 
11 897 .0 

3 602.4 
21 542.2 57 005.6 102 875.2 

35.8 
35.8 
33.7 
0.3 

35.7 
26.6 
2.6 
0.7 
7.4 

99.6 

78.8 

357.8 

003.7 

26.9 

72.0 

90.0 

30 .9 
31.8 
29.6 
0.4 

33.8 
22.3 

2.3 
1.2 

6.9 
109 .5 

11.1 

506.0 

610 .0 

28.7 

80.2 

83.6 

29.5 
33. 1 

30.2 
1.0 

40.5 
24.4 
4.0 

2.9 
9.8 

137.2 

90.9 

689.2 

465. 1 

10.0 

85.5 

78.5 
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exists with the LDCs as well as with the socialist countries, 

the manufactured trade balance with the OM Es has been 

continuously in a dPPp deficit. 

Al together, the LDCs play a margin al role as suppliers of 

manufactured goods to the Finnish markets and, similarly, their 

markets absorb only about 4 per cent of the Finnish manufactured 

gross production. This blunt picture of the impact of LDC 

industrialisation on the Finnish economy may, however, be 

qualified by a deeper examination of dynamism and the impcrtance 

of specific product categories as well as oarticular developing 

countries. 

2.2.4 Intensity of sectoral change 

The first quest ion to be asked is how the gradually expanding 

trade rel at ions have affected the sectoral pattern of 

manufactured trade in each dest:nation. In short, there have 

been obvious changes in the sectoral composition of manufactured 

exports and imports brought about by inter-industry differences 

in growth rates. 

of the degree 

For the purpose of a quantitative assessernent 

of these structural changes by different 

directions over a given period, it is convenient to utilise an 

index of the overall magnitude of such changes. In order to keep 

the presentation simple and minimise the computations involved, 

the desired tocus on relative growth rates is provided by 

analysing changes in the shares of individual branches in total 

manufacturing exports and imports between two periods. Hence, 
39 the summary measure of structural change (SC) chosen here is 

SC = 0. 5 ~i I a. - a. t I 1,t+a 1, 

where (SC) stands for half the sum of the absolute difference in 

shares for al 1 (a.) and where (a. ) denotes the percentage share 
l l 

for each branch ( i) in periods ( t) and ( t+l) of the total 

manufactured exports (imports) for various country groups. In 

Table 20 a comparison is made between Finland and the OECD 

countries as a whole in terms of the degree of change in their 

trade pattern by destination during the 1970's. 
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Table 20. Indices of stnlctural change for Firmish and OfXD 
llBilufactured trade with major regions, 1970 to 1981 

Finland OECD 
1976 to 1981 1970 to 1981 1970 to 1981 

Exports to 

Il1Es 6.8 15.8 8.5 
socs 23.7 27.4 11.6 
£.DCs 16.3 30.2 6.9 

Irr.po rte; from 

CMEs 6.6 10. 1 8.6 
socs 18.4 28.0 19.4 
LDCs 22.0 24. 1 22.3 

Sources: Appendix Tables 3 and 4. 

During the 1970's in Finland as well as in the whole OECD area, 

manufactured trade rel at ions with the LDCs and the :;,oc ial i st 

countries nave experienceJ a higher degree of structural chdnge 

than trade ~ith and among the DMEs themselves (except OECD 

exports to LDCs). Finland differs from the more 'normal' case in 

terins of the relative intensity of these changes. In relative 

terms, a more rapid structural "'.hange has taken pl ace in the 

corr1Josition ~f Finnish manufactured trade with all three major 

country groups - excluding imports from the DMEs - than the 

average in the OECD area. This may reflect the fact that, in 

general, the smaller countries (likewise the smaller trade 

flows) show a higher degree of relative ch3nge than the larger 

ones. 
40 

It is particularly interesting tn note the intensity of 

the changes in the OECD countries' manuf actu.c ing import 

structure fror.1 the LDCs and t~e socialist countries vis-a-vis 

the relative stability of their export structure. This is also 

reflected in the continuity of the Finnish import structure of 

manufactures from the DMEs. In the Finnish case the intensity of 

changes in the mar.ufactured import sto:-ucture is in l ir.~ with the 

normal development of the OECD area, while the expo.ct stru<;ture 

has changed to a markedly hi~her degree. 
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The next question comes to mind: What is the content of these 

structural changes? rhis leads us to a more detailed analysis cf 

the international competitiveness of the manufactured industry 

by specific branches. 

2.3 Competitiveness of manufacturing industry 

2.3.1 Revealed comparative advantage 

The factor proporti0ns theory of international trade asserts 

that a country will export goods made with its relatively 

abundant facto1s of production (labour, capital, natural 

resources, know-how, etc.) and import go0ds requiring factors 

which are relatively scarce in that country. Hence, its 

competitiveness is based on factor endowments reflected in 

differences in relative factor prices and subsequent relative 

production costs. 

Bes ides oroduct ion costs and product pr ices, the real 

competitiveness of an economy is also affected by several non

price factors. 41 These include such factors as product quality 

and diffe~entation, delivery times, design, ancillary services, 

market promotion and terms of payments. The higher the degree of 

prucessing nnd technological intensity of product~, the greater 

the importance of these non-price factors as determinants of 

competitiveness. In particular, high quality, skill-intensive 

products in the international manufactured trade are less 

sensitive to price competition compared to primary products or 

semi-processed manufactures. 

Moreover, in the present-day world economy there are a number of 

other features that call for qualifications in the explanation 

of trade patterns in terms of pure comparative advantage. These 

include protection, preferences and special support measures for 

industr~alisation and exports. Furthermore, trade by bilateral 

agreements, notably with socialist countries, hut also barter 

trade agreements with several LDCs affect the composition of 
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trade. It is important that attention is focused on changes in 

al 1 these factors when the international competitiveness of a 

particular economy is assessed. 

A straight forward at tempt to quantity the importance of each 

determinant of international competitiveness is not possible, if 

for no other reason than for lack of suitable statistical data. 

Therefore, a proxy measure has to be adopted. One of the most 

common quantitative indicators has been constructed by applying 

the concept of revealed comparative advantage (RCA) .
42 

This 

indicator aims to summarise the net effect of the various 

determinants of international competitiveness. It supposes that 

differences in relative prices and costs and other competitive 

conditions eventually have an effect on the foreign trade flows 

of individual countries in every branch. 

On the assumption that the commodity pattern of 
trade reflects intercountry differences in relative 
costs as well as in non-price factors, this is 
assumed to 're~ea14 3 the comparative advantage of the 
trading countries. 

The RCA conceot takes into account all the above menticned 

influences on the pattern of international trade, including the 

influence of trade barriers and subsidies. It rests on the 

assumption that a country's imports indicate which of the 

domestic industries are uncompetitive, whereas the exports point 

to the industries which display relative competitiveness. The 

concept is based on actual trade flows, and hence it cannot tell 

whether these patterns are optimum ones. It also dssumes various 

protective measures, transport costs, consumer preferences, 

traditional ties, etc., to be constant across various branches. 

The RCA indicator is only a rough proxy, but in spite of the 

above mentioned restrictions, it still yields some useful 

information. 

Commonly, revealed comparative advantage has been measured in 

two ways. One alternative is to view RCA as being determined by 

the relation between ~n industry's exports and imports. Another 

approach is to treat an industry's relative expurt performance 

as an indicator of comparative advantage. The latter approach 

yields a more accurate measure in inter-country comparisons, 
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since the export-import ratio is greatly influenced by the 

system of protection or subsidies used in different countries.
44 

The former approach lS, however, more useful ln intra-country 

compar1sons, when trade f I ows of a particular country are 

differentiated by directions. In line with these comments, four 

indicators of trade performance that can be associated with 

comparative advantage and, hence, with international 

competitiveness in manufacturing are ccnstructed in this study. 

a) A commonly used measure of trade performance is the trade 

ratio (TR), 45 which is defined as the net trade balance of a 

commodity group as a percentage proportion of the total trade of 

this group for each of the three country groups, i.e. 

TR [ ( x . . - M .. ) I ( x . . + M .. ) J . 10 0 
iJ iJ iJ iJ 

where ( X) stands for export values, ( M) for import values, ( i) 

denotes a commodity group (manufacturing sector) and (j) a 

region (country group). A positive sign of this term expresses 

net ~xports and a negat-.ive sign net imports. The ratio has a 

maximum value of +100 indicating complete trade advantage 

(characterising commodities that were exported but not imported) 

and a minimum value of -100 indicating total disadvantage (for a 

commodity that was imported but not exported). Furthermore, !TRI 

(the absolute value of the trade ratio) represents the 

percentage of inter-industry trade in the total trade of 

commodity group (i) for country group (j). Corresp0ndingly, 100 

- ITRI may be used as an indicator for intra-industry trade. 
46 

b) A co~mon type of measure of revealed comparative advantage is 

an indicator that compares the trade ratio of a commodity group 

with the trade ratio of an appropriate reference system, in this 

case total manufacturing. 
47 

The hypothesis behind this concept 

is that the compe··;itive advantage of Finnish industry towards 

each of the three country groups should materialise in an 

industry with a large relative e~port surplus (low import 

deficits) in relation to the net trade position of all 

manufactured tradables. The calculations have be'en mad?. 

according to the foll(~ing formulae: 
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RCA = LJ A - B) / 

= QA - 8)/ 

with A Qx .. -
1) 

B = §:(Xij 
1) 

( 100 - s8 . 
(lOO + s.Q 

M .. ) I ( x .. + 
1) l] 

100 

100 

if A> B 

if A<B 

M .. ~ • 100 and 
l] 

- M .. )/r- ( x .. + M. ·2] . 100 
l] z l] l J 

ij 

where (X .. ) and (M .. ) represent exports and imports of industry 
1) l) 

( i) in trade with reg ion ( j) • The RCA indicator ranges between 

the two extreme values of -100 and of +100 with positive values 

indicating comparative advantage and negative values indicating 

compar~tive disadvantage. 

c) The e~port performance index (EP)
48 

is measured by dividing 

an industry's share in a country's total manufactured exports by 

world exports of that industry as a shar~ of world trade in 

manufactures, i.e. 

EP . 100, 

where (i) denotes a commodity group, (m) total manufacturing, 

(j) a country and (w) the world total. In this study the world 

is represented by the ~anufactured trade of the OECD countries. 

Thus, for example, an export performance ratio of 110 indicates 

that the industry's share in the Finnish exports of manuf~ctures 

is 10 per cent higher than the corresponding OECD total, while a 

value of 100 would imply 'normal' export performance in terms of 

the overall trade structure of DMEs. Calculations have also been 

made in terms of the country group breakdown of the Finnish 

exports by major regions. 

d) In this study an indicator analogous to that of export 

perfoLmance has also been constructed for imports illuminating a 

relative import vulnerability of Finland in different 

manufacturing sectors. The import vulnerability index (IV) has 

been derived from data on relative import shares. The indicator 

represents the ratio between the share of imports of all 
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manufactures (m) of a CJmmodity group (i) in a given country (j) 

and the corresponding share of world imports (w) of that 

industry to world trade in manufactures, i.e. 

IV ~-.IM . L': l) M) 
M. / M l . 100 

lW m~ 

Here also the total imports of the OECD countries represent the 

reference group indicated in the formula as the world. Hence, an 

index number of 200 will rr.ean that the Finnish economy is two 

times more sensitive to imports of the commodity category in 

question compared to that of the OECD countries on av~rage. 

These four indicators are used in the following investigation in 

order to identify changes in the sectoral competitiveness of the 

Finnish manufacturing industry. Due to statistical shortcomings 

and high aggregate level of anaJysis, the results have to be 

regarded as crude guidelines. 

The choice of the period has partly been inf 1 uenced by the 

availability of suitable statistical data. Consistent and 

regionally compre•ensive statistics of Finnish foreign trade 

based on the revised SITC classification are available only from 

the year 1960 onwar-ds - with the exception of the year 1953, 

which is also included in the investigation as a reference year 

from the period of foreign trade regulation. The year 1953 is 

al so the first year when the export figures are not inf 1 uenced 

by war reparations deliveries. 

On the other hand, the spE:cial interest in this study is, how 

Finni sh manufactured trade rel at ions have been transformed due 

to Third World industrialisation. In this respect the relevant 

period is the last two decades. The principal years used in the 

analysis are 1953, 1960, 1965, 1970, 1976 and 1981. 

Intetnational comparisons have been made primarily with the OECD 

area as a whole representing a 'normal' trade structure among 

DMEs.
49 

Only in the sense of representing an average can tpe 

overall OECD pattern be called 'normal'. Obviously, no normative 

meaning is attached to it. 
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2.3.2 Trade ratio 

Finland's trade ratio in manufactured goods has been subject to 

a positive long-term trend as indicated by Table 21. An 

exception to this trend is 1953, but that was still in the years 

of import regulation and licensing, which were finally abolished 

in 1957. Throughout the 1960's the manufactured trade ratio was 

negative, but it became positive during the 1970's. This has 

been primarily due to favourable developments in trade with both 

the DMEs and the socialist countries. Despite this favourable 

overall long-run trend, the manufactured trade ratio has bee;1 

negative all the time in the major market area of Finland, i.e. 

in the trade relations with the DMEs. 

Furthermore, there is one exception to the general favourable 

long-run trend: the trade ratio with the LDCs has suffered a 

continuing decline since 1960, indicating that LDC 

competitiveness in manufactured trade has relatively improved in 

Finnish markets. Still, however, Finlanc's manufactured trade 

performance with respect to LDCs has held an overwhelming 

advantage 

pers~stent. 

although the deteriorating trend is 

Table 21. Trade ratio of manufactured goods by major regions, 
1953- 1981 

CMEs socs LDCs Total trade 

1953 -6.3 47. 1 71.8 14 .9 
1960 -23.2 45.6 88.8 -5.0 
1965 - i7. 1 55. 1 85. 1 -2.2 
1970 -11.9 56.3 81.9 -0.2 
1976 -12.6 67.0 71.8 4.5 
1981 -4.8 74.7 64.6 15.7 

Source: Appendix Table 3. 

quite 



77 

The number of branches in which Finl and had a positive tr a.de 

ratio in 1981 was 10 out of 23 manufacturing sectors. There 

were, however, great differences with regard to the three 

country groups. Only six branches hold a trade advantage in 

trade relations with the DMEs (primarily the forest industry as 

well as clothing), whereas in trade with the LDCs the 

corresponding number of advantageous branches was 15 and with 

the socialist countries even 19 (Tabl~ 22). That emphasises the 

strong dissimilarity existing in the structure of Finnish 

man•Jf .::ctured trade flows by different de st inat ion. In short, 

this means that, on average, the manufacturing industry j_ n 

Finland has had a substantial net gain in production and 

employment from trade with the LDCs as well as with the 

socialist countries. As far as manufa·tured trade with the DMEs 

is concerned, tht case is the reverse. Altogether, the weakest 

sectors have been in capital goods and in some labour-intensive 

intermediates, although in this respect the country group 

pattern varies quite considerably as can be seen in Table 22. 

In terms of total foreign trade including primary products, the 

picture about the trade ratio and the number of favourable 

branches 

countries 

materials 

by 

and 

to 

country 

LDCs 

groups turns around. Both socialist 

are 

Finland. 

overwhelmingly net 

Exceptions in this 

exporters 

respect are 

of raw 

in the 

agriculture trade with socialist countries and sawn wood trade 

with the LDCs. By conLrast, Finland is a net exporter of primary 

products to the DMEs. Subsequently, it has a positive trade 

ratio in this section of foreign trade. This overall picture 

once again emphasises Finland's semi-peripheral, intermediate 

position within the international division of labour, as the 

pattern of specialisation varies according to the destination of 

trade. In the following, however, the major interest is in the 

sectoral composition of manufactured trade. 
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Table 22. Finnish trade ratios by major regions and coamodities, 1981 

socs LDCs Total trade 

Labour-intensive inter:r.ediates 

leather prds -43.0 -73.6 -89.7 -56.1 
rubber prds -62. 1 -55 . 3 5 3. 1 -60 . 4 
wood mfs 81.9 83.0 93.5 84.3 
textiles ·-59.9 14.6 -74.9 -51.8 
nc!'l-~etcl ~ineral prds -18.9 59.6 75.8 -3.0 

--''--~~~~~~~~~-'-~....::.....:..~~~"--~~~-=-~-

Sub tc ta i -16.5 39.4 27.8 -6.0 

Capital-intensive interr:r:ediates 

cherr:icals 
pulp 
paper 
iron and steel 

Subtotal 

Ccnsu~er goods 

phar::r.aceuticals 
furniture 
clothing 
footwear 
instrur:r:e!'lts 
passanger vehicles 
r:r:isc. light ::rnfs 

Subtotal 

Capital goods 

:::.asic ~etal prds 
power gen. rc.achinery 
industrial ::r.achinery 
cor:r:puting w.achinery 
tele, TV, radio appar. 
electrical rrachinery 
transport equipr:r:ent 

Subtotal 

Total ~1nufactures 

agricultural prds 
sawn wood 
non-ferrous metals 
other raw materials 
fuels 

Subtotal 

SITC 9 
Total trade 

Source: Appendix Table 3. 

-46:7 
93.7 
90.4 
3.5 

40. 1 

-69.8 
50.5 
56.5 
-5.6 

-62.2 
-64. 1 
-8.5 

-13.6 

-33. 1 
-61 .8 
-34.8 
-82.6 
-15.4 
-52.4 
-32.4 

-39. 1 
-4.8 

-46.2 
95 .:.i 
35. 1 

-13 .8 
2.0 

14.8 

-8.3 
-0.3 

28.6 
99.3 
99.9 
2.2 

73.9 

96. 1 
84.9 
88.6 
90. 1 
42.2 

-97.0 
74.8 

79.2 

91.2 
-36 .4 
75.5 
51.5 
63.7 
83.3 
90.4 
77 .4 

74.7 

86.6 
-85.5 
-14.4 
·-41.2 
-98.3 
-74.9 

-99.5 
-1.0 

75.7 
97.9 
99.4 
61.0 

91.7 

73.9 
85.4 

-96.5 
-96.4 
26.2 

-12.0 
-39.2 

-42.7 

71.3 
97.8 
92.3 

-45. 1 

-28.3 
52.5 
98.5 

76.3 

64.6 

-82.2 
97. 1 

-35.7 
-12.6 
-99.5 
-60.9 

95.7 

-3.5 

-23.9 
95.0 
93.6 
6.4 

51.3 

-12.2 
62.9 
59.5 
45.5 

-52.4 
-66.4 

5.5 
8.8 

7.3 
-44.9 
-9.4 

-79.7 
-6.9 

-18.7 
6.9 

-9.7 

15.7 

-20.8 
77. 1 
24.4 

-15.9 
-76.2 

-33.4 
-41. 7 

-0.8 
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2.3.3 Sectoral pattern of competitiveness 

A high degree of product concentration in a few industrial 

branches has been typical in the growth of Finnish manufactured 

exportc; since the beginning of the 1950's. Nevertheless, a 

consistent trend of diversification has been apparent, 

especially in exports to the dominant western markets. On the 

other hand, manufactured exports to LDCs have been highly 

concentrated in only a few product lines. As far as manufactured 

imports are concerned, the trade with DMEs has also been 

relatively more diversified than imports from LDCs. Table 23 

illustrates sectoral changes in the composition of Finnish 

manufactured trade in the period of 1953 to 1981 by ranking the 

five leading branches according to directions of trade. 

In general, the overwhelming dominance of the traditional 

exports sector, forestry, has. gradually diminished during lhe 

past two decades, although it still is the leading sector in 

exports to the DMEs. Especially in trade with the socialist 

countries primarily with the SovieL Union 

succeeded in developing new export-oriented 

a~tivities, particularly within sub-sections 

Finland has 

manufacturing 

of transport 

equipment, industrial machinery and clothing. In an infant stage 

of proJuction, new industries have been nurtured in the 

protective environment of bilateral trade as was described 

earlier (see pp. 93-94). When the production has become 

competitive enough, export has been partially directed into core 

markets, too. Similarly, Finnish adjustment to international 

cyclical fluctuations h3s been softened by res?ective 

alterations in market shares of bilateral trade. 50 In this 

respect the Soviet trade has played a comparable role of an 

additional supplementary market outlet for Finland as peripheral 

economies have typically offered for core ones. 

Consequently, the Soviet Union's high share in Finland's foreign 

trade may be regarded as at least a partial substitute for the 

low share of the LDCs. The composition of Finnish exports to the 

LDCs is not based on 'new expanding industries', but, on the 

contrary, on traditional production lines. As the relative 
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'nlble 23. n- leadl• -ruracturoed export and lll!pOrt. bnlnctW!3 (lncludlOR Sllwn wood and non-r~ .-etals) 
ln Finland by ntjor re«tons, 1953- 1981 (perc:en~ or total country group export.:l/lqiort.s) 

1953 
Exports to 

:oawn wood 110.7 
pulp 22.6 
paper 20.11 
wood airs 7.0 
~.lllin.~ 0.5 
the five t.clget.her 91.2 

transport equip. 26.9 
wood D'lrs 16.6 
sawn wood 111.2 
industrial irach. 13.1.1 
~~r 8.9 
the five together 80.0 

paper 61.6 
sawn wood 15.5 
pulp 1?.11 
wood anfs 5.6 
rrisc. li~t rmfs 0.6 

the five t.clgether 95.7 

llrport.s from 

industrial irach. 16.2 
transport equip. 12.7 
i:-on and steel 10.9 
textil~~ 8.9 
electric rr.ach. 6 .6 

the five t.clgether 55.3 

chemicala 6.5 
pas.vehicles 4.7 
t.extll•• 4.3 
iron and steel 4.0 
transport equip. 1.7 
the five together 21.2 

rubber prds 5.1 
cheiricals 5.0 
non-ferrous metals O. 7 
leather prds 0.5 
textiles 0.5 
the five together 11 .8 

Source: Appendix Table 3. 

1960 

sawn wood 
paper 
pulp 
wood 1111rs 
industrial mach. 

transport equ!.p. 
paper 
pulp 
industrial 1111ch. 
sawn wood 

paper 
pulp 
transport equip. 
industrial mach. 
Iron and steel 

industrial mach. 
iron and steel 
transport equip. 
chericals 
electric nach. 

311.8 
211.9 
18.6 
6.6 
1.6 

86.5 

311.8 
20.6 
12.1 
8.1 
5.8 

81.1.1 

1.18.1.1 
15.9 
8.6 
5.11 
5.1 

83.11 

22.1 
11.7 
10.5 
9.2 
1.1 

61.2 

iron an~ steel 8.3 
pas.vehicles 6.1 
char.teal• 5.8 
non-ferrou5 metals 2.8 
sawn wood 1.9 

24.9 

rubber prds II. 1 
chemicals 1.5 
non-rerrous metals 1. 1 
textiles 1.0 
sawn wood 0.9 

8.6 

~ 

.socs 

LOCs 

1970 

paper 
pulp 
sawn wood 
wood imrs 
industrial aech. 

paper 
transport equip. 
industria 1 aech. 
pulp 
clothi!'.!15 

paper 
transport equip. 
pulp 
sawn wood 
cher.icals 

industrial mch. 
transport equip. 
iron and steel 
chemicals 
textiles 

25.5 
13.2 
12.9 
6.11 
5.0 

63.0 

27.11 
20.6 
12.3 
11.6 
1.1.0 

75.9 

1.16.3 
18.0 
7.9 
5.1.1 
1.1.0 

81.6 

15.7 
9.9 
9.1.1 
9.11 
7.2 

51.6 

iron and steel 7 .6 
sawn wood 6.0 
chemical• 4.2 
non-ferrous metals 3 .o 
industrial 11&ch. 2.0 

22.8 

LOC.o 

non-rerrous metals 3.9 
ir.isc. light mfs 1.4 
clothing 1.J 
textiles 1.1 
chemicals o.6 

8.3 

19R1 

paper 
sawn wood 
industrial 1111ch. 
pulp 
clothi!!!!! 

paper 
transport equip. 
industrial reach. 
clothi~ 
chP.O:icals 

pap>?r 
sawn wood 
industrial rrach. 
ChP.11'.iC<.'ls 
wood ~rds 

industrial n-.ach. 
cherricals 
transport equip. 
textiles 
electric n-.ach. 

22.3 
9.8 
7.11 
6.9 
5.1 

51.5 

18.3 
11.7 
11.0 
8.7 
5.6 

55.3 

29.2 
15.6 
8.3 
7.7 
7 .1 

67.9 

15.2 
10.11 
8.6 
5.3 
5.3 

41.1.8 

sawn wood 3. 1 
chfllr.lcals 3.1 
non-r .. rrous motto.la 1 .6 
industrial rr.ach. 1.5 
iron and steel 1.2 

10.5 

clnthing 3,5 
textiles 2. 1 
leather prds 1 .9 
rrisc. light rmrs 1. 7 
nun-ferrous rr.etals 1,4 

!() .6 
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competitiveness of the dominant longstanding export sector has 

gradually diminished in the traditional export markets, it has 

turned to search for new market outlets from the Third World. 

This differentiation of international competitiveness within the 

Finnish manufacturing industry is well illustrated by the 

calculations of revealed comparative advantage presented in 

Table 24. 

Table 211. fimish International competitiveness (RCA Imes) in -niracturcd trrui.., 195], 1960, 1970 and 1981 

~hour-intensive lntenr.edlates 

LPathP.r rrds 
rul'ber prds 
w<>Od :rnrs 
t .. xtll,.5 
non-:ret<ll .-tneral prd:s 

'.":.obtotal 

-50.7 
-67 .] 
78.5 

-65.11 
-29.9 
-<7.8 

-11.2 
-61.11 
79.8 
-1.0 
52.1 
28.1 

1953 

-100.0 
-99.6 
100.0 
-98.8 
98.J 

-22.0 

LOCs 
1960 1970 

-10C' .0 
-100.0 

96.0 
-113.2 
8].1 

-12.8 

-100.0 
-69.11 
8].5 

-66.2 
83.1 

17 .8 

1981 

-91.1 
1111.3 
92.3 

-78.3 
71.3 
111.11 

19S3 

-80.0 
-97 .6 
96.1 

-96.2 
-35.5 
-2.0 

Total trade 
1960 1970 

-97. I 
-91.5 
90-9 

-61.2 
-46.3 

-13.9 

-')2. I 
-74.1 
86.6 

-57.9 
-39.0 
_, 1.6 

-62.0 
-65.7 
61.4 

-'YI. 3 
-16.2 
-Hl.8 

C-.a.-:t.al-inten:sive 1ntenred1ates 

ci•~tcals -53.9 15.3 -98.9 -32.1 66.0 71.1 -92.7 -86.1 -57.3 -34.2 
r·u!r 92.6 99.2 11'0.0 100.0 100.0 97.6 9Q.9 99.4 98.4 911.1 
r..-t~~r 88.6 99.9 100.0 100.0 100.0 99.3 99.0 96.1 95.') 92.4 
lnJn and st~l -10.6 ~~-1_1_.1'--~--~59~·-6~~1_00_._0~~~7~3~.7~~-5~3~-~7~~-~9_1.~9~~--6_7~-5~~--4~9_.2~~---8_._1 
:.1titot... l 28.9 69.0 62.6 97.1 96.6 90.1 40.9 41.1 110.6 42.2 

Cms<J11",,r goods 

r·h.1r.ri\c .. ut ical:'I 
furniture 
clothiniz; 
footwear 
1nstn.urcnts 
rttsc.an~P.r vehicles 
WISC. l15ht wnfs 

Suhtotal 

c.. p ta L goods 

basic wetal rrd:s 
p<AJer g<"n. w.ach1~ry 
industrial wachinery 
COfTputlng w.achinery 
tele, TV, radio arpar. 
el~trical .-.achinery 
transrort equlprrf!flt 

Sob tot.al 

Total trade 

Source: Appendix Tahle 6. 

-73.9 
111.3 
48.4 

-18.4 
-67 -3 
-69.0 
-21.0 

-25.3 

-42.2 
-67.0 
-43.6 
-85.0 
-26.9 
-58.9 
-41.5 
-47.3 

-17 .7 

95.3 
62.1 
86.5 
ea.3 
31.4 

-97 .4 
70.1 

75.4 

89.6 
-45.0 
70.9 
42.4 
56.9 
60.2 
88.6 

73.2 

69.9 

-100.0 
100.0 

-100.0 
-13.0 
96.4 

-13.0 
89.2 
10.7 

100.0 
100.0 

97.0 

66.9 

-47.4 
50.3 

-86.6 
-100.0 

90.6 
4.8 

33.4 
10.8 

96.') 

99.9 

98.8 
99.9 

99.7 

89.3 

88.9 
56.6 

-97 .1 
-95.6 
49.2 

100.0 
-11.1 
-53.3 

68.5 
100.0 
99.1 

-100.0 
37.6 
82.9 

100.0 

96.7 
61.9 

69.0 
62.1 

-97 .0 
-96 .9 
12.4 

-23.9 
-47.4 

-'j() .5 

66.0 
97 .4 
90.9 

-52.6 
-38.0 
43.6 
')8.2 
71.9 
58.0 

-98.11 
118.5 

-99.6 
-42.5 
-9<l.9 

-100.0 
-30.6 

-8JI .9 

-20.4 

-42.4 

-69.0 
-">.5 

-28.1 
0.0 

-97.7 
62.7 

_511.6 
-9.') 

-91.4 
-99.7 
-62.J 

-79.6 

-42.1 

-66.') 

-12.1 
3.7 

-42.0 
o.o 

-80.4 
'IJ .3 
4J. 3 
22.7 

-W,.4 
_P,rJ .2 
-Jo.o 

-30.2 
-75.8 
-39.4 
-93.1 
-24.5 
-')1.6 
-11 .4 

-311 .o 
-0.0 

In general, the results show the obvious fact that the RCA

position of Finland corresponds to the pattern indicated by the 

international specialisation index (see pp. 103-106). The 

industries revealing the strongest comparative advantage in ~981 

were in the traditional forest sector and in garments the 

former exhibiti. . .:i a declining long-run trend ;:lnd the latter, 

instead, an increa;ing trend. It is particularly interesting to 

note that the rela~ive competitiveness of the forest industry, 

measured by 

-2'• .1 
')6.0 
'°) 1.') 

35.~ 
-51l.ll 
-71.0 
-B.8 

-7.3 
-');:>.II 

-21.7 
-82.5 
-19.fi 
-2'J. 7 

-7 .6 

-2?.0 

-0 .fl 
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the RCA index has remained the strongest in the trade relations 

with the Third World compared with the relative decline of its 

competitive position in the main trade direction of DMEs. 

The ether branches where Finland predominantly exhibits 

comparative advantages - and even steadily improving ones - are 

clothL1g and footwear. These are mature labour-intensive sectors 

utilising the country's ample, relatively low-cost labour force. 

With in these sectors the variations of the RCA posit ion with 

respect to the three regions under consideration are, however, 

significant. Finland's trade position with the LDCs demonstrates 

st ... -ong competitive disadvantages, whereas the pat tern is the 

opposite in trade relations with the indus~rialised countries. 

This contrast stresses important differences in the overall RCA 

structure of Finland, reflecting essentially its intermediate 

type of position within the international division of industrial 

labour. 

The Finnish import pattern differs crucially by directions. Its 

manufactured 

comprised of 

imports 

highly 

from the core economies is predominantly 

advanced products. Throughout t"he whole 

post-war period, the SITC sub-section industrial machinery has 

been the leading import branch, and the other high ranking 

import sectors consist of investment goods as well (see table 

23). Contrary to this pattern, the Finnish manufactured imports 

from LDCs and socialist countries is predominantly composed of 

intermediates of simple, standardised consumer ~oods. There is 

quite a strong structural similarity in the Finnish import 

pattern with respect to socialist countries and LDCs, although 

the former consists more of resource-based intermediates 

compared with the 1 at ter that comprises predominantly 1 abour

intens i ve intermediates or low-skill goods. Figure 5 illustrates 

well these country group variations of Finnish manufactured 

imports and exports in terms of functional categories. 

The commodity composition of Finnish manufactured imports from 

LDCs and social isl countries is quite simil3r. to other DMEs. The 

competitiveness and consequent export structure of LDCs seems to 

be primarily determined by the relative factor endowments, such 
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Figure 5. Structure of Finnish manufactured trade by ma1or 
regions. 1981 
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as the poss••ss10n of specific r<1w materi<1ls and cheap laho11r, 

and in ':his rcspi?ct Finland is in .=i similar position i:l th~ 

international divisior. of industrial labour that is similar to 

the core economics in general. Al together, Finland's 

manufactured import structure deviates most markedly f;om thf" 

typical DME pattPrn in terms of a higher sh~re of capital goods 

in its imports fr0m thf" DMEs rcompare Figures 5 and 6). 

As far as thr '~xport struct1.rc i:; conr.rrned, 

more d l st l nr.t • Finland exports far fPwPr 

final manufacturc·d products inr.lud1ng both consumer goods and 



Figure 6 Structure of OECD manufactured trade by major 
regions. 1981 

100 -

• HO 

TO 

0 

...... - . ...... --.. - ..... .. . .. . - . ....... -

e1 port !I 

OM Es 

-- - ... ----- ---- .. ·-·-·.·.·.·.-.-.-

imports 

- ...... --. . . . . . . . . . . . ... - .. 

l
· ..... ·. ·. · ... ·.· ........ 
. . . . . . .. 
. . . . . . . .. . . . . . . .. ......... . . - .... . .... - ... . - ...... . . . . - .... . . . . . . . . . 

ea ports 

socs 

..... -.. ..... - . - . 
. . - ..... ........ 

. ... - ... . . - ... - .. ........ ......... . - ··- -.. 

importr. 

r- I lebour-intenslve ~ cap1te1-in1ensive ~ consumer 
. . _J intermediate• ~ int'!rmed1ates m goods 

. - .. - ... . . . . . -- -
. -- . - . - . -....... -- - .... ---- - ..... . - . - . - . -- . -... - .. . - .. - .... . 
. ....... . . ...... . . ....... . .. - . - .. . 
- - . -- - -- . . . - .... -. . - . - ... . . ... - .. . . ... -- .. -.... -.. -. - ...... . .. -- - -- . . . . . - - ... . . . . - --..... --- --:-:-:-:.:-:-:-:-

\%\\\\\~~\ff 
:::::::::::::::: 
:-:-:-:.:-:-:-:-

LDCs 

r::::J ca pit al 
t:~::..:.j gvods 

capital 1oods, and more re sou "."ce-hasc>d pr.)duct s, 

-:-:.:-:-:-:-:-: 
.. -- --- -. .... -- - -. ...... -
:-:-:-:-:-:-:-:-: 

imports 

caf>itaJ-intrnsive intermediates, than the average am0n1 the OECD 

countries. This deviation is appar0nt, both in exports to DME~ 

and to LDCs. Thi~ type of conmodity ~omposition in foreign trade 

may be! typical of a SP.mi-periphei:al econom/, but in a longer 

term it is rathP.r disadvantageous since the qrowth of the Jemand 

for intermediatc5 in global markr:ts has bcf':'n below avt"rage. In 

the Finnish casr· the disadvantdgP.011s foreign trade pc?ttei·n is 
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n~flected tr. tht> income elasti.ci.tif•s of c!e~ant.-: fc'r Finnish 

manufacturtng experts and imports. ThP l nco:nt' t~ l a~t ic i ty of 

demand fer iwports surpasses the tncome elasti,-:ity for E'Xj:JOrts, 

which means that Finland tends to suffer from structt1ral balance 
. h 51 of payment constratnts as t e economy grows. 

'fhe overall picture of the Finnish composition of manufactured 

trade is confirmed in a more dcta~led way by the RCA

calcul at ion. In terms of the functional composition of 

manufactured trade, capital-intensive intermediates, explained 

by resource availabilities, form the only group within which 

Finland enjoys an overall com~arative advantage; the strongest 

cornpctiti'-·e position is with the LDCs (s~. Table 24). Finland 

exhibits its strongest disadvantages in capital goods s~ctor and 

tn the chemical industry as well as tn labour-intensive 

intermediates and tn some branches of consumer goods 

( i~struments and passenger vehicles). Although there has been a 

s~eady improvement in the competitive position within all these 

sectors (most notably in the chemical industry, iron rtnd steel, 

basic metals and miscellaneous manufactured goods), the Finnish 

pattern is still in striking contrast with the more typical one 

in ad\3nced industrial countries. 

The country group variations are, however, most interesting. 

While Finland has co~parative disadvantages in almost every 

manufactured branch with respect to the DMEs with whom it 

co~ducts most of its fo~eign trade, in relation to the LDCs and 

the socialist countri~s it posesses clecir advantages. By 

funct i•Jn.:il categories of trade, consumer goods is the only 

sector within which the relative competitive position of LDCs is 

5tronger than th~ Finnish one, and in t~ade with the socialist 

countries Finl and enjoys comparative advantages in every 

functional category (Table 24). In fact, labour-intensive 

intermediates ( le~ther, rubber, textiles), iron and steel, 

passenger vehicles and power generating machinery are ~he only 

branches in which Finland has a negative RCA inqex with the 

socialist countries. 



As far as manufactured trade with tht: LDCs is conrerned, besides 

clothi:1g and f0otv.:Par, Finnish disadvantages are felt pr1marlly 

i:: other 10w-sl.:ill, labour-intensive branches such as l,.,atht'r 

µroc!ucts, textiles and miscellaneous ligh: ma nu fa .. ~ turt)S. 

~~~thermore, the LDC competitive position vi~-~-vis Finland is 

strong in a number of new light engineering products, of which 

the most prominent SITC sub-sections are computing macl1inery and 

telecommunication, TV and radio apparatus. Al so in terms of 

instruments, watches and electrical machinery, the Finnish 

competitive position with respect to the LDCs has significantly 

declined (Table 24). This is in line with the changing 

international division of labour in which some LDCs are 

increasingly improving their global market shares by becoming 

sites of global offshore-processing activities carried out 

mainlv by TNCs. This includes new types of export productiJn of 

some specialised labour-intensive ::Jrocesses for manufacturing 

componer.ts or the fina 1 stages of assembly and semi-assembly 

operations. The most typical branches are the electroni~s 3:1d 

electrical engineering industries. 

Altogether, comparative a~· antages and disadvantages have beco~e 

less pronounced over time. The rapid ex?ansion of ~anufactured 

~radc has been accompanied a good deal of product 

diversification. The st-'lndard deviation of th~ calculated KCA 

values has fallen from 68.0 in 1960 to 53.4 in 1981 (Table 25). 

Finland's specialisation profile in international trade has, 

hence, becom~ less mark~d. 

Table 25. St.andard deviations of Firmfah RCA indices i.n manufactures 
by major regions, 1953-1981 

c:ME.s socs LDCs Total trade 

1953 67.6 82.5 85.0 66.0 
1960 68. 1 76.9 78.0 68.0 
196) 6J.8. 69.3 74.4 58.3 
1970 60.5 74.2 80.8 59.8 
1976 57.6 63.5 79 .6 57.3 
1981 51:.a 61.0 72.2 53.4 

Source: A;-:p~ndix Table 6. 



Trade flews increasingly take the form of simultaneous exchanges 

of gcods stemm1ng from the same industries. The increasing 

intra-industry type of trade reveals a trend from a 

predominantly complementary to a more competitive international 

d1vision of labour. In t2rms of Finnish trade flows with the 

three major regions, this process has been most pronou~ced in 

trade with the DMEs, whereas the diversification process has 

been most sluggish in the LDC trade. In the latter case with a 

relatively low level of industrialisation, the pattern of 

external exchange of manufactured goods has still remained quite 

specialized. 

2.3.4 Revealed comparative advantage and factor intensit.ies 

The PCA-calculations are complemented by an attempt to quantify 

the relation~hip between the competitiveness of manufacturing 

trade in different directions measured by the RCh index and the 

~elativc factor ~ntensit1es. A marked pattern emerges that may 

be seen in the correlation matrix of Table 26. 

Table 26. Sim~le correlation coefficients between Finnish manufacturing 
RCA indices by major regions and factor intensities, 1981 

ct-1Es socs LDCs Total trade 

R & D intensity -0.406 0.066 -0 .050 -0.387 
Capital intensi~y 0.539 0. 121 0.472 0.487 
Labour intensity -0. 137 -0. 186 -0.235 -0. 164 
Raw ~.aterial intensity 0.438 -0.071 0. 163 0.419 
Fnergy ir.tensity 0.453 -0.069 0.398 0.377 
Wage level 0.124 0.211 0.485 0.082 
Labour productivity 0. 118 0.)00 0.432 o. 142 
Fe!T'.ale intensity -0.028 -0. l i4 -0.742 -0.0l l 
Firm size 0.296 -0.080 0.362 0.240 
1 .DR intensity 0.658 0.249 0. 123 0.620 

Scnrces: Appendix Table 2 and 6. 

In gen~ral, the figures of the table show that Finland has 

rcvcdled comparative advan.ages vis-a-vi~ the LDCs in industries 

with a hir;h c:a1,ital and en"?rgy intensity, wage lP.•rel and labour 
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;:iroductivity. The coffipetitive pcsition tends to be the 

as may bP expected, in capital-int:t"'r•sive and 

r~scurcr-based sectors. 

On the other hand, the weakes~ ccmpetitive position Finland has 

is in research ar.d de,elopment 

particularly in trade with the DMEs, 

intensive industries, 

as well as in laoour-

intensive industries, most nota~le in trade with the LDCs. These 

OL3ervations are, by and large, consistent with what one would 

expect given the pattern of the international specialisation of 

t~e Finnish manufacturing industry (see Table 13l 

Mor ver, a country group comparison indicates a distinct 

difference in terms of tne wage level. While Finland has been a 

low wage country with respect to DMEs, with whom it conducts 

·:iost of its foreign trade, in relation to the LDCs it is a 

high-wage and high-productivity country with corresronding 

advantages in trade. This dichotomy may ~eflect Finland's 

intermediate, semi-peripheral position in the international 

division of i.abrrnr. An analogous 

also be observed in the R & D 

country group variation can 

intensity 1nd raw material 

intensity as factors of competitiveness in Finnish manufactured 

trade (Table 26). 

The Finni.sh revealed comparative advantage . ' . vis-a-vis core 

econonies is concentrated in 4esource-based industries with 

standardised products, while a similar correlation does not 

exist between these factors of competitiveness and trade 

relations with socialist countries or LOCs. Fut-thermore, 

particularly in trade with LUCs a ~arked negative correlation is 

to be found in terms of ~hP. female intensity. Moreover, the less 

d2veloped regions of F\nland are least competitive in trade 

relations wiL1 LDCs and most com~etitive in tradt with DMEs. 

This reflects the h!.gh degree of industrial specialisation in 

t .. adc between the perit>heral region;, of F'.nland and the core 

eco;'lomie-::, but concerning trade :..1i.th LD~s, the industrial 

structure o! ~he LDRs is more competitiv~ in its nature. 
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In this cont£>xt, it is useful to make a distinction between the 

complementary and competitive aspects of industrial development 

elsewhere. This distinction is relevant in assessing the gains a 

country can derive from foreign trade in a dynamic ~orld, which 

is necessarily characterised by unequal development of 

industrial potential over time and in different regions. Th£" 

industrialisation process elsewhere is complementary to the 

extent that it raises the demand for exports, but it becomes 

competitive insofar as it leads to the development o:.: 

alternative sources of supply. Hence, from the point of vi~w of 

a particul~r country, the global industrial restructuring 

process may be characterised by a changing balance between 

complementarity and competitiveness. These effects obviously 

differ according to the structural characteristics of an 

economy. Th11., presumably because of the more flexible 

competitive characteristics cf their industrial struct~re, core 

economies are potentially more capable of adapting to the 

effects of Third World industrialisation than semi-peripheral 

economies. 

The major interest of this study is the differences in 

restructuring constrain ts between semi-per iphera 1 Finl and and 

the core economi~s as far as Third World industrialisation is 

concerned. The essential starting point is that although the 

industrialisation in LDCs may raise the demand for Finnish 

manufactured goods, it also creates additional sources of 

supply, which may compete with them in any market, including its 

home markets. The new industrial competition takes place within 

three possible market areas: a) as import pen~trat ion into 

Pinnish home markets, b) by way of imp~rt substitution in the 

markets of LDCs themselves and c) as export competition in a 

third market. In the following, the investigation wi!l be done 

at these t~ree levels. 
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Chapter 3 

IMPORT COMPETITION FROM LDCS 

3.1 Import penetration 

dynamic new competitors in The emergence of some LDCs as 

manufactured trade has given 

among DMEs, including Finl and. 

rise to considerable disquiet 

This growing concern with the 

new competition is, of course, not independent of the overall 

economic conditions in particular industrial economies. The 

less favourable the economic situation is in general, the 

stronger the resistance to a potential structural adjustment. 

It is the simultaneity of adjustment problems facing the DMEs 

during the 1970's along with the poor overall economic 

performance inflation, slow growth, high unemployment, 

balance-of-payments deficit, energy adjustment - that creates a 

context in which LDC manufactured export growth has been 

considered as an alarming source of 'market. disruption'. In 

particular, the rapidly growing, low-cost imports from LDCs 

have been one of the few irritants to be easily identified. 

Primarily, attention has been given to their effects on 

domestic production and employment. 

The anxiety is evident despite the fact that manufactured 

imports from LDCs are still quite marginal relative to the size 

of the markets in industrialised countries. In quantitative 

termf' as indicated earlier, these imports constitute only 

about 11 per cent of the OECD countries' total manufactured 

imports and some 3 pP.r cent of their over al 1 consumption in 

manufactured goods. In Finland these proportions have been even 

more marginal: 3 per cent and 1 per cent, respectively. Hence, 

the LDC import penetration has ~~ayed only a very limited role 

in creating any market disruption. Furthermore, cor~esponding 

exports to LDCs can hardly be neglected, if the effects of 

imports are considered. The man11factured exoorts of the DMEs as 

well as Finland to the LDCs have been over four times larger 
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than the reverse flow. This surplu~ indicates that an average 

manufacturing industry in th~ DMEs has, in fact, had a vast net 

gain in production and employment from trade with the LDCs. 

This overall picture is, hcwever, complicated by the fact that 

the relative importance of manufactured imports from LDCs is 

greater than absolute trade figures ~ight suggest. It is not 

only that this ir.1port has increased at a rapid rate on the 

average since the mid-l960's, but that the range of goods as 

well as the number of exporters are still f'lirly limited. 

Consequently, the pressure of new highly compt::?t it i ve import 

penetration has been concentrated on a ~ew products and 

potentially vulnerable sectors, and hence the problem and its 

causes are ostensibly easily identified. 

3.1.l Finland as an export market for LDCs 

Finland is not an exception among the industrialised economies 

as far as the overall effects of the LDC manufactured import 

penetration are concerned. Nevertheless, because of the 

specific competitive characteristics of its industrial 

structure, the Finnish capdbility to adapt to change generated 

by the changing international division of labour may differ 

from the experiences of the core economies. The first notable 

difference is related to the importance of the Finnish markets 

in terms of the LDC export performance. No doubt, the leading 

core economies are the dominant markets for the LDC 

manufacturing export activities. Hence, it is not surprising 

that small countries like Finland play a very marginal role in 

the overall trade of LDCs. This marginality is accentuated by 

the fact that Finland is a remote market outlet for LDCs not 

only in absolute terms, but in relative terms as well. Some 0.3 

per cent of the LDC manufactured exports to the OECD area goes 

to Finland, althouqh Finnish markets absorb some 1.2 per cent 

of total OECD manufactured imports (see Table 27). As far as 

total trade is concerned, the divergence is slightly reduced, 

since about 0.4 per cent of LDC exports to the OECD countries 

are destined for Finland while Finland covers some 1.1 per cent 

of the total OECD imports. 
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Table Zf. tBnufactured imports from LDCs by main l:MF:3, 1981 (per cent) 

~.anufactured irr:ports fron: LDCs mf in:ports 
per capita share of share of share of 

(US $} total mf OECD total OECD total 
jrr:ports 

Switzerland 178. 1 5. 1 1.6 3.3 
Australia .156 .3 13.0 3.2 2.7 
United States 152.3 24.6 47.7 21.3 
Belgiwr. 126.8 3.8 1.8 5.0 
West Gem.any 115.9 8.7 9.7 12.3 
Netherlands 115.5 4.9 2.2 5.0 
Sweden 103.9 4.9 1.2 2.6 
United Kingdon: 99.9 9. 1 7.6 9.2 
Canada 95.6 4.9 3.2 7. 1 
New Zealand 88.4 7.3 0.4 0.6 
Denrr.ark 81.2 4.3 0.6 1.5 
Norway 73.5 2.8 0.4 1.6 
France 66.8 5.6 4.9 9.5 
Japan 63.3 28.4 10. 1 3.9 
Austria 52.4 3.8 0.5 1.6 
Ireland 51.3 2.5 0.2 1.0 
Finland 46.3 2.8 0.3 1.2 
Italy 40.8 6. 1 3. 1 5.6 
Greece 34.9 6.5 0.5 0.8 
Spain 16.1 5.2 0.8 1.7 
Portugal 10.7 2.2 0.2 0.7 

OECD total 93.4 11.0 100.0 100.0 

Source: OECD, Foreign trade by corr1T10dities, 1981 

Diffe£'ences in the LDC manufactured import penetration among 

individual DMEs may be measured in various ways. The indicators 

chosen in Table 27 measure, on the 

of manufactures from the LDCs and, 

shares of the LDCs. Based on 

one hand, per capita imports 

on the other hand, market 

tht:se figures, Figure 7 

illustrates country variations. The vertical axis measures per 

capita manufactured imports, while the horizontal axis shows 

the LDC percentage share in each country's manufactured 

imports. The cross-bars in the diagram show averages for these 

variables. The chart th11s indicates the level and share of each 

major developed country as a market for LDC exports of 
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manufactures. In Table 2 7 the countries have been listed in 

rank order in terms of the level of manufactured import 

penetration from the LDCs. 

Figure 7. Manufactured imports from LDCs by DMEs, 1981 
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The differences depicted in the diagram and in the table show 

that among the uMEs the United States constitutes by far the 

most important single market for the LDC manufactured exports, 

accounting alone for over 47 per cent of the total OECD imports 

from LDCs in 1981. In addition to being the largest market in 

absolute size, the United States is also the greatest importer 

from LDCs on a relative basis,, while Japan ranks second. About 



one quarter of i.'.>oth of these C.Juntr-ies' :nanufactured imports 

originate from LDCs. In all other DMEs the market shar~ of LDCs 

has been far lnwer. The country with the third highest share i~ 

1981, Australia, is also 0utside Europe. The effect of customs 

unions and strong economic integration within Europe ~ave 

appar-ently diminished pressures to strengthen the industrial 

division of labour with peripheral economies in the Th:rd World 

on the sarae scale as is the case in the United States or Japan. 

The relationship between core and peripheral economies within 

Europe have offered substitute market out:ets and supply 

sources with respect to expanding trade relations with LDCs. 

In Europe, only the United Kingdom and West Germany import 

manufactures on any significant scale trom LDCs. Their 

importance, and to a greater extent the importance of the 

United States and Japan, can be traced to the countries direct 

part ic ipat ion in export manuf act.ur i ng in peripheral economies. 

Export-oriented direct fore~gn investments as well as large 

multinational procurement and reta i J organisationr with 

different types of sub-contracting arrangements have made 

crucial contributions to the performance of the LDC export to 

these core economies. 

The other indicator in Table 27 and Figure 7, namely, 

manufactured imports from LDCs divided by population, 

illustrates the level of LDC import penetration in each country 

concerned. The ratio depends upon, among other fact:>rs, the 

size of the importing economy, the degree of its specialisation 

and natural resource endowments as well as trade policies that 

all influence the average propensity to import. Typically, a 

small, highly specialised industrial country has a relatively 

high p4opensity to import compared with a larger economy which 

produces manufactured goods to a greater extent a~d on a wider 

scale at home. Consequently, per capita imports of manufactures 

from LDCs tend to be relatively great in small DMEs, su~h as 

Switzerland, Belgium, the Netherlands and Sweden, compared with 

1 arger ones, although in the former the LDC share in their 

total manufactured imports may be low. 
I 



lllevertheless, among the DMEs Finl and has taken one of the 

smallest proportions of its manufactured imports from LDCs and 

is also ranking at the bottom in ter~s of ~er rapita imports 

together with the Southern European economies (Table 27 and 

Figure 7). The marginality of Finland as well as of Ireland and 

the Southern European countries as markets for LDC 

manufacturing export activities compared with other DMEs is 

presumably not attributable merely to differences in the size 

of the economy, nor to differences in trade policies, nor to 

differences in geographical distances. The primary reason for 

the differences can be traced to the specific competitive 

characteristics of their industrial structure. Their semi

peripheral ity within the European division of labour creates 

the context within which their industrial development is taking 

place. Their foreign exchange relations are predominantly with 

the core economies, and their industrialisation is dependent 

and conditioned by external supply and demand factors of more 

advanced industrial economies in a somewhat similar way as the 

peripheral industrialisation process in the Third World. 

The very divergence in industrial structures between the two 

country groups - between (semi-)peripheries and core economies 

- provides the basis for complementarity in their mutual trade 

relations. The greater this divergence is, the greater the 

potentialities for expanding trade. As a result, substitutive 

trade rel at ions between core and (semi-) peripheral economies 

tend to increase more intensely than structurally more similar 

trade between semi-peripheral and peripheral economies. 

1.1.2 I.DC imports by sectors 

Although manufactured imports from LDCs play quite a marginal 

role in Finnish imports as a whole, the effects diverge, 

however, great 1 y by branches. Some Finnish industries are 

facing distinctly greater pressure for structural change than 

others as a result of import competition from LDCs. In Tables 

28 and 29 those particular manufacturing sectors in which 

imports f rem l·DCs represent either an al ready significant share 

or an increasing share are distinguished. 
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T;::able 28. Ten leading manufactured import sectors from LDCs to 
Finland and to OECD, 1981 (per cent) 

::-i:1land OECD 

Cle thing 
Textiles 
Leather prds 
Misc. light mnfs 
Tele, TV, radio appar. 
Chemicals 
Electrical machinery 
:-ootwear 
Iror. and steel 
Instruments 

share i~ share of 
totai r.mf LDCs in 
imports total 
from LDCS i~ports by 

branches 

22.7 
13_5 
12.3 
10.7 
6.5 
6.4 
5.5 
5.0 
4.2 
3.2 

26.4 
5.7 

32.5 
6.9 
~-7 
1.4 
2.5 

16.8 
2.2 
2.2 

Sources: Appendix Tables 3 and 4. 

share ir. share of 
total mnf LOCs in 
imports total 
from LDCs imports by 

branches 

21.9 48.4 
9. 1 21.2 
1.6 29.1 

11.5 21. 1 
7.8 22.2 
4.5 4.5 
9.6 17 .4 
4.7 36.9 
3_8 7.0 
3-3 8.3 

Around 6 5 per cent of Finni sh manufactured imports f ram LDCs 

comprised clothing, textiles, footwear and leather products as 

well as miscellaneous light manufactures (primarily travel 

goods, hand bags, toys and sporting goods). These sectors are 

the classic examples of the competition by peripheral 

industrialisers in the markets of core economies. These 

branches have not only maintained but also reinforced their 

competitiveness in the Finnish market by trebling their share 

in total imports during the last decade. 

The other significant group of products constitutes some 

technically advanced light engineering goods, particularly 

different types of electrical appliances, instruments and 

watches. Their share in the Finnish manufactured imports from 

LDC was around 16 per cent in 1981, but only about 4 per cent 

ten years earlier in 1970. These products represent a new type 

of manufacturing exports in LDCs. Frequently, these activities 

are sub-contracted or carried out by subsidiaries of TNCs 

producing components, accessories or simple assembly products 

within their vertically integrated global production or 

marketing chain. It is only in very recent yP.ars that Finnish 

markets have begun to be involved in the network of such trade. 
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Not until the second half of the 1970's did these new 

manufacturin1 imports frcm LDCs play any role in Finnish total 

imports. Since then, however, the sigr.ificance of these product 

groups has increased rapidly, most remarkably in the categ0ry 

of telecommunication, 

Despite this growth, 

TV and radio apparatus (see Table :'J). 

the manufactured import sectors mainly 

affected by imports from LDCs are still those traditional 

sectors, primarily leather products (the LDC share is 33 per 

cent of total imports), clothing (26 per c~nt) and footwear (17 

per cent}. 

Table 29. 3lare of LOCs in Finnish imports by ten leading LDC manufactured 
import branches, 1960-1981 (per cent) 

1960 1965 1970 1976 1981 

Clothing 2.8 13 .9 7.7 18.8 26.4 
Textiles 1. ! 2.2 1.5 4.5 5.7 
Leather prds 0.5 0.7 7.5 8.9 32.5 
Misc .light rrnfs 1.2 2.2 4. 1 3.6 6.9 
Tele. TV, radio appar. 0.0 0.0 0. 1 1.3 6.7 
Che:r.icals 1. 1 1.0 0.6 0.3 1.4 
Electrical rrachinery 0.0 0. 1 0.2 0.4 2.5 
Footwear 10.6 3.9 11.6 13 .6 16.8 
Iron and steel 0.0 0.0 0. 1 0.0 2.2 
Ins trun:en ts 0.0 0.7 0.5 0.7 2.2 
All ~.anufactures 0.7 0.6 0.7 1.2 2.9 

Source: Appendix Table 3. 

Compared with the OECD area, the commodity composition of 

Finnish imports from LDCs, by and large, has been similar. A 

major difference is that in Finland the proportion of its LDC 

imports from total imports has been below the OECD average in 

all the product groups - except 1 eather products (Table 28). 

Particularly in the so-called new imports, the OECD countries 

on the average have taken a much higher proportion of their 

imports from LDCs than Finland. 
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Table ]O. ln!port vulnerability of" rnanuf'actured branches in Finland, 1981 

In:ports fron: 
DMEs socs LDCs Total 

Ld~our-intensive inter:r:ediates 

le<ither prds 161.8 71.8 756.') 179.3 
rubber ~rd!: 125.0 180.2 29.5 128.6 
;.;ood :r..nfs 61.8 61.7 59.4 54.7 
textiles 159.6 151.0 148.0 146.3 
non-rr.:etal n:ineral ores 56.3 36.7 12.6 54.0 

Subtotal 112 .3 91.8 156.6 108.2 

Capital-intensive intern:ediates 

che:r:i.cals 111. 7 110.2 142.8 122.5 
~ulp . 21.2 8.~ 43.4 21.7 
paper 42. 1 2.7 102.6 43.3 
iron and steel 87. 1 89.6 111.7 93.8 

Subtotal 89.4 95.3 121.6 97.4 

Ccnsurr:er goods 

pharn.aceuticals 127.7 69.9 37.2 127.9 
furniture 37.9 21.3 24.2 38.0 
dothing 63.3 43.0 103.6 50.3 
footwear 72.0 61.5 106.8 62.2 
instrurr:ents 96.3 119.2 97. 1 95.7 
passar.ger vehicles 52.2 186. 1 50.7 58.8 
~~SC. li5ht ~.nfs 82.5 84.8 93.2 75.8 

Subtotal 73.8 71.4 96.3 70.9 

Capital goods 

basic ~etal prds 118 .9 54.8 88.7 115.4 
power gen. ~.achinery 86.4 364 .6 7.9 101.7 
industrial w.achinery 159.2 135.4 81.7 166 .8 
coa:puting w.achinery 93.0 74. 1 70.7 93.3 
tele, TV, radio appar 81.9 Z70.6 83.8 73.9 
electrical rr.achinery 116.9 93.7 56.9 105.2 
transQ2rt ~uipment 106.0 119 .5 11. 1 109.4 

Subtotal 118.7 146.0 63.5 119.2 

Total w.anufactures 100.0 100 .0 100.0 100.0 

Note: The import vulnerability index is defined as (Mij/Mrr.j:Miw/~)·100, 
which represents the ratio between a share of comr.odity group (i) in 
Finnish imports (j) of all manufactures (;n) and the corresponding share 
of CECO imports (w) of that industry to OECD imports in manufactures. 

Sources: Appendix Tables 3 and 4. 
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This difference is accentuated in the examination of the import 

vulnerability indicator (Table 30) that is based on a 

comparison cf relative import shares in Finland and in the OECD 

area as a whole. The table shows that the Fi~nish economy is 

more sens i c: i ve to imports of traditional manufactured export 

products of LDCs (particularly leather and textiles, but also 

clothing and footwear J compared to the average of the OECD 

r.ountries. On the other hand, as far as LDC new manufactured 

exports are concerned, Finnish industry is, at the present 

time, still significantly less vulnerable than the OECD area as 

a whole. This distinct divergence may indicate that the semi

peripheral Finni~h economy is integrating at a relatively slow 

pace into the new international division of labour compared 

wit~ core economies. 

3.1.3 Market shares 

The figures about import shares or relative import 

vulnerability presented above do not, however, reveal relative 

degrees of market penetration by imports from LDCs in Finnish 

economy. Al though, a gradually increasing proportion of its 

manufactured imports is coming from LDCs and in particular 

sectors even with a higher share than the average for the OECD 

countries, these data do not indicate potential internal market 

disruption effects caused by LDC import pen~tration. A 

quantitative view in this respect can be provided by examining 

the shares of Finnish domestic consumption that are accounted 

for by LDC imports. 

The import 

values of 

penetration ratio (IPR) used here relates import 

industry (M.) to apparent domestic consumption 
l 

(C.=O.+M.-X., where O. denotes gross domestic output of 
l l l l l 

industry and X. export values), i.e. IPR= rM./(O.+M.-X. )1.100. 
i L.:1 i i i'..J 

Accordingly, the extent of market penetration during the 1970's 

is demonstrated in Table 31. These statistics need to be 

interpreted with care, for in many cases the imports include 

goods which are not competitive with the products manufactured 

locally. 
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So:ne important features emerge from a consideration of the 

information in Table 31. First, the relatively limited ~~are 

(about one-third) of imports in total domestic consumption of 

manufactures comes out. This ratio indicates that home demand 

is ·st i 11 

Furthermore, 

primarily satisfied 

during the 1970's 

by domestic production. 

foreign suppliers have not 

succeeded ln increasing their relative penetration in Finnish 

markets in spite of the steady international market integration 

process that has taken place by tariff reductions with the main 

trading partners in Europe. 

Monufactured Import penetration ln Flnbnd bJ -Jar regl-, 1910, 1916 and 1981 

1910D1£ ~ 1981 ~l~ts 
1970 1 1981 LY. ~ts wro-- 19e1 

Total lrFts 
1970 197 19"'1 

l.tbour-intensive intenrrdlates 

leather prds ]0.1 110.] ]].] 1.6 0.8 1.1 2.6 11.0 16.5 311.2 ·15.1 ')0.9 
rub~r prds 112.6 111.0 11].0 0.6 1.2 2.5 0.1 0.1 0.2 11).5 112.2 45.7 
wood imrs 7.8 6.0 5.8 0.6 0.6 0.8 0.11 0.5 0.6 8.6 7 .0 1. I 
textiles 3).2 ]2.6 37 .] I. 1 1.6 2.9 0.5 1.6 2.11 31•.9 ]6.0 l&}.fi 

non~tal "1neral pnb 12.5 10.] 12.7 0.8 0.7 0.9 0.0 0.0 0.1 13.] 10.9 lJ.7 

S1'>total 25.6 23.0 211.2 1.0 1.2 1.7 0.11 1.0 1.9 27.0 25.2 27)l 

c.ae~tal-inter.sive lnter..-ediates 

chert ca ls 311.2 )0.5 ]I.II ].2 2.5 ].9 0.2 0.1 0.5 37.7 33.2 35.'3 
.... lp 0.11 0.5 1.2 Ci.] 0.0 0.0 0.0 o.o 0.0 0.7 0.6 1. l 
fla~I" 8.2 1.2 1.2 O.] 0.0 0.0 0.0 0.0 0.1 8.5 7.3 7. J 
iron and steel 1111.0 26.3 23.9 7.5 ].9 2.9 0.1 0.0 0.6 51.6 32.2 27.4 

Subtotal 26.0 19.2 18.8 ].II 1.8 2.1 0.1 0.0 0.3 29.5 21.' 21.} 

Consurer goods 

phanr.aceutlca ls 1111.0 111.2 112.0 1.0 0.7 0.5 0.0 0.1 0.2 115.1 112.0 112.7 
rurniture 9.3 8.11 8.9 0.6 1.1 1.3 0.1 o.u 0.2 10.0 9.5 10.11 
clothing 20.7 18.7 )0.1 0.1 0.9 11.7 1.8 11.5 12.11 2).1 211.1 117 .2 
rootwear 17 .7 16.7 26.8 0.8 2.8 3-9 2.11 ].1 6.2 20.9 22.6 ]6 .8 
instruirents 7].9 79.0 711.2 I.II 1.8 1.6 0.11 0.5 1.7 7•,.1 81.3 77.6 
dsc. llgJ\t mrs 19.1 15.6 15.1 0.8 0.8 0.8 0.9 0.6 1.2 20.7 17 .o 17 .2 

Subtotal 26.3 211.8 26.2 0.3 1.0 1.5 0.9 1.2 2.5 27.5 21.0 )0.1 

Capital good• 

basic .-et.al prds 21.11 20.11 20.6 0.6 0.9 0.6 0.1 0.1 0.11 22.1 21.11 21.5 
industrial riaehlnery 116.2 •5.11 115.9 1.5 11.2 3.0 0.0 0.0 0.1 117.7 119.6 119.1 
cor.put.l• mchlnery 88.8 88.] 73.6 0.3 0.5 0.11 0.1 0.1 0.7 89.1 89.5 711.7 
tele, TV, radio appar. 57.2 ]9.2 116.7 1.8 1.11 2.1 0.1 0.5 3.5 59.0 111.2 52.2 
el~trlcal nchlnery 115.9 116.3 111.2 0.9 1.0 1.2 0.1 0.2 1.1 116.8 117 .5 llJ.5 
transport equl pllleflt. 59.2 1111.2 5].1 1.7 2.2 2.6 0.0 0.0 0.1 61.0 116.11 55.7 

Subtotal 116.5 111.7 1111 .1 1.3 2.5 2.1 0.0 0.1 0.5 117 .8 1111.] 116. 7 

Total rr.anufact.ures 3).7 29.6 ]0.2 1.8 1.9 2.0 0.3 0.11 1.0 ]5.fl 31.8 )3.1 

sawn wood 7.2 II.] 11.0 20.11 ~-1 23.11 0.9 0.11 0.6 <'ll.6 311.9 26.o 
non-rerrous ll!et.al• 16.2 211.3 27.6 11.0 6.8 9.3 2.6 ].II ).2 22.8 )II.II 110.1 

Total t.rade 18.2 16.J 18.2 3.9 5.2 7.6 1.9 2.11 ).0 23.9 211.0 .?8.8 

Note: The trrort. penetntlon rat.lo ls n1aaured by llrf!Ort.s •• a percent.age :Jhare or a~rent ~::it.le cr.nsuirrll"'". 

Sources: Appendhr Tables 3 and 7. 
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Secondly, despite the general tendency, manufactured goods from 

LDCs have irl':re,"~ed their sharf' in Finr.ish markets - although 

to a quite m:rginal extent - particularly in the second half of 

the 1970's. This growth is especially accentuated by the fact 

that the LDC share in Finnish domestic apparent consumption has 

increased in each cf the manufacturing industry classes. The 

most rapid growth in LDC import competition has taken place in 

the group of so-called n~~ manuracturing imports, particularly 

in electrical appliances. 

Nevertheless, in no sector of Finnish industry is penetration 

of LDC manufactures d~~p. In the vast majority of manufactured 

products, their market share is still only a small fraction of 

one per cent. Only for two industries, leather products (16.5 

per cent) and clothing (12.4 per cent), did imports from LDCs 

account for more than one tenth of domestic sales in 1981 

(Table 33). And furthermore, there were only six manufacturing 

branches in which the LDC import penetration share in che 

Finnish market was over one per cent. These were footwear (6.2 

per cent), textiles (2.4 per cent) and miscellan.~ous light 

manufactures (1.2 per cent) as well as the new manufacturing 

import branches telecommunication, TV and radio appaoatus (3.5 

per ce~t), instruments and watches (1.7 per cent) and 

electrical machinery (1.1 per cen•). 

In particular, as far as the last new manufacturing import 

category is concerned, the import penetration ratios cited, 

while of small magnitude, nevertheless may overstate the 

importance of imports from LDCs. That is because this import is 

1 ikely to contain a substantial and growing element of value 

added by DMEs. This would apply especially to the expanding 

offshore processing activities, in which the production in LDCs 

consists of assembling materials made abroad within the global 

production chain of transnational corporations. The 

conventional trade statistics are not able to distinguish 

between that part of the LDC export revenue which goes to 

domestic factors of product ion and that part which goes to 

external (or foreign) factors. Particularly, within the context 

of expanding new manufactured exports in peripheral economic~ 
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in which the import co:ltent of exported goods is high er a 

substaotial portion of the value added in the exporting country 

is repatriated abroad (gene~ally in the form of royalties and 

profit re~ittar.~es or payments to foreign labour), only a small 

proportion Qf the total value of export activity ~~i ~ctually 

be retained by the domestic economy of LDCs. In this respect, a 

majo1 part of the growing manufactured import penetration into 

Finland indicated in the statistics as LDC imports may, in 

f<'.:t, be attributable to expanding global a-:-tivities of TNCs 

that are gradually restructuring world industry. 

Altogeth~r, the import penetration ratios presented in Table 31 

show that foreign shares in the Finnish domestic market differ 

substantially with 

Hence,manufactured 

respect to major 

import growth from LDCs 

economic 

must be 

region. 

kept in 

perspective. The Finnish economy has predominantly been exposed 

to the pressure of foreign competition from core countries. The 

DMEs have captured an average share in the Finnish domestic 

market of manufactures that is thirty times greater than the 

LDCs. Even in the industries mainly affected by imports from 

LDCs - i.e. 1 eather products, clothing "lnd footwear - the 

market penetration portions of DMEs are two to four times 

greater than that of LDCs. 

3.1.4 Trade balance comparisons 

Data on import penetration may, however, g1ve a quite 

misleading picture of the extent to which market disruption is 

caused by imports. To the extent that a country increases its 

exports in the same branch, relative to both imports and 

domestic consumption, by definition the import penetration 

ratio will have somewhat meaninglessly increased. As a result 

for some industry groups with ostensibly deep import 

penetration, Finland is in fact a net exporter. An extreme 

example is clothing in which the import penetration ratio alone 

will provide an overstatement of the effect of imports. Clothing 

imports captured almost a half of domestic demand in 1981, 

while at the same time the sector had a substantial export 

surplus, exports covering over three quarters of the gross 
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production. A s;milar example is the category of electrical 

machinery in the Finnish trade with the LDCs. The import 

penetration ratio of electrical machinery imports from LDCs 

in..:reased from 0.2 per cent in 1976 to l..i per cent in 1981. 

Over the same period, however, Finnish exports to LDCs as a 

share of domestic gross output increased from 1.0 per cent to 

4.0 per cent resulting in a substantial trade s~rplus. 

Hence, the overall conclus;.on is that, while high import 

penetration of particula1 items may cause adjustment problems, 

a large negative trade balance is, however, a more fundamental 

sign of international weakness of an industry. As a whole, in 

1981 exports of manufactures fr0m Finland to LDCs were 4 .6 

times higher than the reverse flow. This great export surplus 

in ma~uf actured trade has represented a persistent net gain for 

Finnish industry from trade with the LDCs. Nevertheless, within 

the manufacturing industry, there are quite strong variations 

by hranches Table 32 is accordingly arranged in rank order of 

the trade balance and indicates th~ relative factor intensities 

for each branch. 

T;ablc )2. f'lml:ltl _,.,rac:tured tr-ade balance with UlCs r-clat.A!d to relat.hc r;oct.or inl.c!n. .. lt.ics, 19111 

Tract.. balance R ' D Capital lAbnor ~ t:no.ro;y Ito~ lAbl"AJr f'.,.,. le flnr U>R 
(irl l. r.k) lntl!nslty lntenslty Intensity r.at>!rtal lnUrlslty leV'!l J>l'l')dut"- lnten.~lty size Intensity 

lnt.enslty tlvlty 

Trado! ::urelus 

l"'~r 1 7111.11 • ( so.wn wood) 902.7 
!ndustrtal iramlnery 584.1 
""""' mrs 11()11 .II 
cilcrlcals 392.7 • 
transport equtr;went ]60.3 
rulr 2117.6 • • Iran and st.eel 129.9 • • 
baste r.et.al J'f"ds 129.0 
electrical oc:fllnery 118.9 • • 
rurntture 37.11 
non-fttal irlneral prds 31.3 • • • 
lnst~ts 22.1 • 
pNl'W'aceutlcala 18.1 • • Nllber prds 11.3 • • • • 

Trado! de(lct t. 

<'Clll:l'ltln.it rxtilnery -7.11 • • 
t.ele, TY, radio apcier. -28.11 • • • • <-r.,.,,,... mt.ala) -116.9 • • • 
rootwear -118.8 • 
rise .llgrit mra -59.~ • 
t.eatl IH -113.8 • 
leather pnb -1111.11 • • • 
<'IOUll"' -219.8 • 
~: Appendix Tabla 2 Ind 3. 



There are altogPther seven manufacturing branches in which 

Finland has a negati•re trade balance ~ith the LDCs. These 

deficit secto~s may be put into two broad cntegories. On the 

one hand, the highest imbalance is observed in the case of the 

traditional export sectors of LDCs, particularly clothing, 

leather products and textiles. On the other hand, !::=Orne sub

groups of the new manufacturing export of LDCs 

telecommunications, TV and radio apFaratus and computing 

machinery - also have turned to a deficit. In terms of factor 

intensities, all these branches tend to be low-wage, labour-

intensive, particularly female-intensive sectors with 

relatively low labour productivity. Also the plant sizes tend 

to be relatively small. The major perceivable difference is 

related to R&D intensity, although this may be an ostensible 

difference, since the light engineering export production in 

LDCs typically also makes use of routine, simple processing or 

assembling operations with unskil.led labour requirements. In 

the latter category Finnish industry has not been able to 

maintain its competitiveness vis-a-vis the LDCs relative to 

other iPdustrialised countries. In the UECD area -'iS a whole, 

there are only four deficit hranches in the manufactured trade 

with LDCs - clothing, footwear, leather and wood products - and 

all of them are traditional export industries of LDCs. 

1.1.5 Country concentration in import penetration 

l\ more detailed examination reveals that even within deficit 

branches there are, in fact, only a few LDCs with which Finland 

has a deficit in trade. The vast majority of the LDCs have not 

been able to penetrate Finnish markets with manufactures at any 

rate. This reflects the overall high degree of country 

concentration in manufactured export performance of LDCs. Only 

twelve countries accounted for nearly 90 per cent of Finnish 

manufactured imports from LDCs, thus leaving only some ten per 

cent ot the total for the over one hundred remaining countries 

(Table 33). 



105 

T0>hle l]. n..lwe t .. dl111t LDC export.f!rs or ..... ~t.ure3 tn FlnlAnd, 1970 1tnd 1')81 

1970 1981• 
value per Cl!flt ftnnbh rankt,. ~r value rer ~nt Finnbh i'lmish l.OC 
( 1000 US SI 3Nre mr t.nJI! ror Ofll>-lrporb < 1000 US SI ~re mr tradl! 1'f'orl.s '"" a 

balance ( ln parent.hex" I bal.anc-e ~....,or oo:o 
C 1000 US SI I 1000 US SI LDC iir1..:.rt.s 

(f'l!r C"'1t) 

I. lt>ng KOflg 5 9119 1111.2 6 677 1. (2.) l"'-t K~ 49 8'1] 22.11 -11] f!IO 0.41 
2. China I 591 11.8 6 266 2. (].) South Kora 37 4]] l'i.8 -28 7117 O.]] 
}. Argentina 1 206 9.0 12 'i25 ]. (6.) &-a:r.11 2£ 110 11.7 15 709 O.'i7 

-- fgypt 972 7.2 784 "· (5.) Ollra 22 7]11 ''1.2 1 865 0.5t 
5. &-11~11 691 5.1 9111 5. (I.) Tat .. n Provine• 15 787 7 .1 -10 501 0.11 
6. India 562 11.2 1 1156 "- (7.) Slngarore 11 8]0 5.] 6 }'IO 0.31 
7. South Korea 1100 ].0 -396 7. (8.1 lndl<l 10 325 11.6 -II 958 0.34 
8. St,.apore 325 2_11 500 8. (12. ) Argt-nti na 6 ';6] 2.9 40 517 0.61 
~- Iran ]21 2_11 9 2111 9. ( l'j • ) "'cao "1122 2.0 -4 lll'l O.B'l 
10. tto.xtco 2611 2.0 5 226 10. ( 11.) Thal land " 32" 1.9 6 70/ 0. J" 
It. Uruguay 2311 1.7 93 11. (9.) ~l.apla "256 1.9 Ill 5211 O.?O 
tl. Pakbt.an 103 1.2 2 127 12. (II.) •Jexlro 3 8]6 1.7 67 184 a.oil 
Total t~lve 12 678 94.2 116 109 Total t-. lve 197 1163 811.S 60 594 0.]2 

Re:1t or ~ l.OC3 789 5.8 62 593 Rut or the UlCs 25 525 11.5 7!5 1190 0.2] 

All UX:,, I] ~67 100.0 1o8 702 All LllC3 222 988 100.0 776 001 0. 30 

Note: 11anuracture3 are SITC 5 to 8 ll!U 68. 

• ln 1981 anuract.ured lirpnrt.s rran l'Oly...,,,la ( S 6 83] 1111., totally rerro-alloy" l and Uruguay (S 5 208 ml l., or whl<:h S 5 070 ri I. 
b rurskins) are excluded u c'"3Ual ~-

Soorces: OECO, foreign trade by c,_,.,itiH, 1970 and 1981. 

By treating the LDC group as a whole one leaves open the 

possibility that all LDCs are seen as participating evenly in 

the growth of manufactured exports. Nevertheless, as was shown 

earlier (pp. 4 - 6 there is a high country concentration, 

which is reflected in Finnish trade relations, too. Hence, 

while using the over~ll LDC category throughout this text, one 

is, in fact, referring primarily to the export performance of 

the leading LDC manufactured exporters. The NICs are the main 

LDC import sources in Finland. The Smdll East Asian states, 

including Macao, are Finland's predominant suppliers of 

manufactures among LDCs, accounting for some 54 per cent of the 

totaJ. Also the two Latin American countries Brazil and 

Argentina are ranking higher than their averages for the OECD 

area \and Mexico is ranking lower because of its specific trade 

ralations with the US). 

By and large, the Finnish manufact-ured trade balance with 

individual LDCs has been in surplus. During the 1970's, 

however, the success of the smal 1 Far Eastern NICs in their 

export performance has moved Finnish manufactured trade with 

them from a surplus to a deficit position. The highest 
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im~alance in 1981 was in ~rade with Hong Kong, South Korea and 

Macao. Their export performance ·1as, however, varied widely 

along differe.1t manufacturing sectors. Table 3 4 i 11 ustrates 

country variations by leading commodity groups for Finnish 

import3 of manufactured goods from LDCs. 

T.able :J'. Lmd!• LDC export.en to Finland by l...Sltg laport bnnctl8S ln -.tKtures, 1981 

Per cent share of Finnish Imports by 

!rade dertclt l>ranche:s all 12 leadl• 
UlC3 UlC3 nve leadi!fi UlC3 

dothi• 26.11 211.9 ~~ 12.11 Ollna ].9 lndla 2.5 S>uth ~a 2.1 lt\~o 

i .. ather pnb 32.5 26.] Brazil 19.1 li"uguay 5.9 Argentina ].8 South ICOC"P.a 1.5 Ind la 

te•tlles 5.7 q_5 South l(Of"Q z.o l'lrazll 0.7 Q\lna 0.6 India 0.5 Colod>la 

r1sc.lll!ht imfs 6.9 6.5 ~IC~ ] ... Sluth Korea 1.0 Tab•n Prov. 0.9 O>ina 0.8 Phlllppl~s 

root--ar 16.8 16.5 South l(Of"Q 12.Z ~Kong 1.6 Ollna 0.9 Taiwan Prov. 0.7 ltllaysia 

tde, TV, radlo appal". 6.7 6.7 si.-pore Z.I South Korea 1.9 l~Ko,. 1.11 Tal,.n Prov. 1.0 ltllaysla 

CQlll'Utl11g 112chlnery LO 0.9 gentlna 0.5 Si!!15:!~ 0.1 ~IC~ 0 1 &-azil 0.1 Taiwan Prov. 

Total ntf trade Z.8 Z.5 ~ ICCll1J 0.6 South Korea 0.5 .,_.azil 0.] Cnina O.] Tal,.n 

~ trade S!!!:ElUS bntnches 

ln:1~ts Z.2 2.2 ~ ICO"Tg I.II Taiwan Prov. 0.3 South Korea 0.2 Slngapor-e 0.' Otlna 
2.11 0.7 ~lwan Prov, 0.5 ftolaysia 0.11 Hon!l IC<lf115 O.] South Korea 

1.9 
1.5 
O.] 
o.z 
O.] 
o . .z 
0.0 

o.z 

0.1 
o . .z de<:trlcal ll'aclllnery 2.5 Sl~por--. 

iron and steel 2.2 0.6 l'olJ•>esla 1.6 Brazil 0.5 Ollie 0.0 Otina 0.0 Tat wan Prov, 0 .0 

chericals 1.11 o.8 Ollna 0.11 Mexico 0.2 Arg>!ntlna 0.1 h7.ll 0.0 Tal,.nProv. 

wood ... rs 8.Z 7.6 South Kor-ea 2.6 St~pore 2 .1 '!alwan rrov,. 0.8 Thall;,nd 0.8 ltllaysia 

Source: Of".ct>, Foreign trade by ~it1es, 1981. 

The country concentration by import branches is, in fact, much 

greater than the average figures on manufactured trade with 

LDCs as a whole would indicate. The trade structure with 

individual LDCs is, thus, very highly specialised. 

Particularly, as far as the traditional manufactured products 

are concerned, there is seldom more than one country from which 

the Finnish LDC import is originated. Clothing imports come 

predominantly from Hong Kong, leather products are from Brazil 

as well as its neighbours Uruguay and Argentina, textiles and 

footwear come primarily from South Korea and miscellaneous 

1 ight manufactures are from Hong Kong. This heavy country 

concentration reflects the embryonic state of Finnish trade 

with the LDCs. The argument is reinfotced by the fact that 

Brazil's imports alone in leather products, Hong Kong's in 

clothing and South Korea's in footwear comprised over ten per 

cent of total Finnish imports in those respective branches. In 

all other manufacturing branches the LDC leader's portion is 

less than three per cent of total imports. 

0.0 
0.5 



107 

It 1s particularly interesting to note that the 

for the so-ca 11 ed new manuf act: ured imports 

groups of light engineering goods - are more 

import sources 

pr imar i 1 y sub

w i de l y divided 

among LDCs than is the case with the traditional products. The 

primary reason for thi5 difference may be traced to the 

parti~ipatio~ of TNCs in the new manufactured export production 

in LDCs that al so determines the appropriate global marJret ing 

outlets. Hence, in Finnish imports of light engineering goods 

from Lr.Cs there is also more than one dominant import source, 

although this trade is heavily concer.trated regionally on those 

small Far Eastern suppliers. 

3.1.6 Import creation and import diversion effects 

The extent to which rapidly growing low-cost imports from LDCs 

has an impact on Finl and' s industrial structure depends to a 

large degree on whether it will displace imports from other 

sources rather than Finnish domestic production as long as it 

does not meet a new demand. As noted earlier, the share of 

manufactured imports from LDCs in Finnish total imports have 

increased, particularly in the latter half of the 1970's, and 

c,,rrespondingly the LDC import penetration ratio in the Finnish 

markets has grown. Nevertheless, that in itself does not 

necessarily imply market disruption effects or adjJstment 

constraints on Finnish industrial production. In this respect, 

it may be misleading to consider only trade flows between 

Finland and LDCs. In order to assess the whole impact of the 

trade with LDCs on the Finnish industrial structure, one would 

al so have to take into account the changes in the overal 1 

imports to Finl and. Since the DME manufactured import 

penetration ratio in Finland is about thirty times greater than 

the LDC portion, this would indicate that signiiicant demand 

potent i~l exists for LDCs to expand their exports - just by 

replacing DMEs currently supplying Finnish markets ·· without 

undermining Fin.dnd's domestic production. In this respect, the 

balance of payments constraints and employment effects of low

cost import penetration from LDCs are also relatively less 

threatening. Obviously, the potential for such a proce&s of 

country substitution varies greatly sector by sector. 
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One -...ay of illustratinc: changes in sources of supply is to 

int:-oducc >::he terms trade creation and trade diversion. The 

former concept refers to a displacement 0! domestic produclion 

in favour of an external source, indicating expansion of 

foreign trade, whereas the latter refers tc a replacement of 

one import source by another. 1 These transfers and replacement 

processes in sources of supply may occur for different reasons, 

such as relative price or income changes, tariff reductions, 

preferencial trade treatments or increased mobility of 

production factors. Here, however, the major interest is in the 

consequences rather than in the causes. The main questi )n is 

what types of changes in the sources of supply or 0 1 .qrnt 

substitution effects have been reflected by the growing 

manufactured import penetration from LDCs. This will be 

examined by applying the concepts of trade creation and trade 

diversion. 

The operational i sat inn of these two concepts is conducted bv 

comparing three components related to import penetration: a) 

changes of total imports in domestic consumption over ~ certain 

time period measured by the import penetration ratio, b) 

changes of the respective count~y's (region's} import in 

domestic consumption also measured by the respective import 

penetration ratio and c) changes of the country's (reg ion's) 

share in total manuFactured imports. These changes are 

indica~ed by a trend variable, and hence the potential 

alternatives are reduced to three: an increase, a balance or a 

decrease. Based on these components, trade creation and trade 

diversion effects are determined accordingly in Table 35. 

The trade creation indicator is solely related to changes in 

the import sha: s of domestic consumption. Furthermore, a 

positiv~ trade creation (expanding tr~de with a region 

resulting from the displacement of domestic production) takes 
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place onl/ when a res?ective region's import penetration 

deepens together with a growth in total import penetration. 

Similarly, negative trade creation effects (domestic production 

is substituted for imp0·cs) require the combination of a 

decline in a region's import share in domestic consumption 

together with a decline in the total import penetration ratio. 

If the total import share of consumption and a region's 

corresponding share are not changing in the same direction, for 

example, if the total import penetration ratio is in balance or 

decreases while a region's import penetration ratio is 

increasing or vice versa, the possible substitution effects are 

only of the trade diversion type. 

Table 35. Detenrination of trade creation apd trade diversion effect3 according to 
changes in import structure 

Irr.ports of Share of 
rr.ajor region tr.a.ior 
in dcxr.estic region in 
consurr.ption total 

in:ports 

increases l ( < ) 

(< ) 
( ::::: ) 
( > ) 

is in balance l ( < ) 

( =:; ) 
( ::::: ) 
( > ) 

decreases l ( < ) 

( > ) ( ~ ) 
( >) 

++ distinctly positive 
+ positive 

no effects 
- negative 

distinctly negative 

Total i~ports in dorrestic consun:ption 

( < ) ( > ) 

trade trade !trade trade trade trade 
creation diversion creation diversion creation diversion 

+ + . . ++ .. ++ 

+ .. 
+ -

.. + 
.. .. .. -

- + 
- .. 

. . -- .. -- I - -
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The trade diversion indicator, on the other hand, is determined 

by changes in a region's share in total imports. It is positive 

when a region's share in total imports is increasing and 

negative in c2se of a decline. Trade diversion i=, moreover, 

emphasised when the total imr rt penetration ratio is shifted 

into an opposite direction compared with a region's share in 

total imports. For instance, there is a strong positive trade 

diversion in favour of the LDCs if their share in the total 

Finnish imports is increasing while the total import 

:~netration ratio is in balance or declining. Similarly, trade 

is distinctly diverting from LDCs to other external sources of 

supply, if the LDC import share is decreasing while total 

imports in domestic consumption are increasing. When distinctly 

positive and positive effects are differentiated here, this 

does not imply differences in relative quantities, but rather 

the qualitative deepness of the substitution process in 

question. 

Given the relatively low level of the LDC manufactured import 

penetration into the Finnish markets, the whole examination of 

trade creation and trade diversion effects resulting from 

growing LDC imports must be kept in perspective. Finland's main 

competitors are still overwhelmingly the other DMEs. Keeping 

these considerations in mind, one may, however, observe certain 

interesting tendencies when analysing the effects of the 

changes in the Finnish trade patterns during the 1970's. These 

are illustrated in Table 36. 

The overall pattern presented in Table 36 is fairly clear. The 

results suggest that the increase of the LDC manufactured 

imports to Finland during the 1970's has largely represented a 

replacement of imports from DMEs rather than displacement of 

domestic product ion. In manufactured imports from socialist 

countries, the substitution effects have not been significant. 

At the product group level this conclusion is further 

qualified. Such a process of country substitution between LDCs 

and DMEs has tak~n pl ace part icul arl y in imports of labour

intensive manufactures. In all major industrial branches, 
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Table 36- Trade (import) creation and tl<..je (import) diversion effects in Finni.sh 
iq>orts by branches during the period 1970 - 1981 by major regions 

r::tif.s .socs LOCs 
impact i.ll!port ill!port import :ilr.port iCl!port 
creation diversion creation diversion creation diver-sior 

Labour-intensive intermediates 

leather prds + + 
rubber prds ++ 
WOOCJ anfs + + 

textiles + + + + + 
non-iretal mineral prds 

Subtotal ++ ++ 

Capital-intensive intenl!ediates 

che!l!icals 
pulp 
paper 
iron and steel ++ 

Subtotal + 

Consun:er ~oods 

phanr.aceuticals ++ 
furnh.ure ++ 
clothing + + + + + 
!'ootwear + + + + 
instruir.ents ++ 

cr:isc. light anfs + + 

Subtotal + + + + 

Ca~ital soods 
basic reetal prds ++ 

industrial wachinery 
corr.puting rrachinery + 
tele, TV, radio appar. ++ 
electrical ~achinery + ++ 

transport equiprr.ent 

Subtot;al ++ 

Total wanufactures ++ 

sawn wood 
non-ferrous metals + + + 

Total trade + + + + 

Note: See the determination of tr~,o-:~ creation and trade diversion effects in Table 35. 
The icr:port penetration data is from Table 31 and the data on import shares by major regions 
is based on Appendix Table j. 



l l 2 

.:xcluding, sigr.ificantly enough, transport equipment, 

1ndustrial machinery and capital-intensivP intermediates, 

imports from LDCs have replaced imports from DMEs. 

Furthermore, during the 1970's there were only four 

manufacturtng branches that experienced adjustment pressures on 

the imports from LDCs measured by the trade creation indicator. 

These were, as could be expected, leather products, clothing, 

footwear and textiles. In all these four sectors LDC imports 

substituted for Finnish domestic production as well as diverted 

trade from DMEs in favour of LDC supplier<>. Clothing and 

footwear, in particular, have been sectors within which 

Finland's own relative industrial competitiveness has been 

quite strong, and conseqnent l y the emergence of alternative 

low-cost sources of supply emphasises the vulnerab:.lity and 

adjustment constraints of these branches. 

Besides the negative production effects, there are, however, 

positive cons~mption effects resulting from relative price 

changes. LDC import prices are 

home-produced goods, helping 

inflation. In order to determine, 

lower compared with prices of 

to keep down the rate of 

if these positive consumption 

effects could, at any rate, offset relative production losses, 

there is a need to examine more closely the effects of trade 

with LDCs on Finnish employment, particularly in the four most 

vulnerable branches. 

1.2 Displacement of labour caused by LDC imports 

The change of the input and output patterns and the consequent 

employment structure, i.e. structural change, is a permanent 

feature in the functioning of the national economy. The roots 

of structural change are manifold, comprising, for instance, 

shifts in factor endowments, technology, consumer preferences, 

economic and other policies as wel 1 as external competitive 

conditions. Structural change may be smooth or painful, 

depending on the flP.xibility of the economy, its specific 
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;)r•.::-duc-ti.<_-..;, char·act"risti_,~s and ~hr typc:> r:f cn:1stt·aint::-:: ~:!•' 

eco::._:i:ny far:es. Its ef:"~c:ts an• ::ilr-ectly exp•~ri.Pnc:e~ in terr.:s 'f 

~~ploy~e~~ ~ariat10~. 

The primary 

belief that 

concPrn ,.,. i th st rurtur·al change ar i s•.:>S Crom 

it 

that further 

dislocation of 

has been the major cause of uncmploymePt and 

structural adjustmPnt will cause additional 

labour. For that reason, the focus is usually 

upon employment changes and their 0rigins. 

Changes in employment result from a variety 

including alterations in the levels of demand, 

of causes, 

foreign trade 

and labour requirements per unit of output. The adverse effects 

of rapid increases in imports, in particular, have attracted 

attention, presumably because the sources of disturbance are so 

easily identifiable. The rise of the 'new protectionism' in the 

industrialisea countries is attributed, in part, to this 

increased import penetration. FacPd with cho0sing hetwPen 

adjustment and protection, the DMEs have not only maintained 

their trade barriers, but have al so taken steps to increase 

them, particularly against growing low-cost manufactur~d 

imports from LDCs. Thrse protectio11ist measures result from the 

DMEs' concern about domestic employment, especially in the 

industries adverse I y affected by imports f ram LDCs at a time 

when over a 11 growth-rates are slow and unemployment is 

increasing. The measures are conceived to be a means of 

bringing about a managed process of structural change. 

l.2.1 Employment change 

In Finland, unlike in the core economies, 

emt>l oyment has increased in both relative and 

during the whole 1970's, although at the 

manufacturing 

absolute terms 

same time the 

unemployment rate has been continuously above the OECD average. 

These features are partially explained by the lateness of the 

Finnish industrialisation process. Manufacturing employment 

increased annually by 1.5 per cent, indicating that about sixty 

thousand new jobs were created in Finnish manufacturing between 
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197:~ and 1981. The qrowth rate of real producticn by tnd'ctstry 

0v~r :h~ s<lrn~ µ~riod was s~rnewh~t higher, 4.7 per cent per vPar 

ls•'·' ·rablt: JI). 

Ho~~ver, despite this overall correspondence, since the mid-

19/0's 0utput has continued to grow, but manufacturing 

employment has stagnated. During the period 1970-76 the rate of 

annual growth in manufacturing employment 

compared with only 0.6 per c~nt in 1976-81. 

was 2.2 per cent, 

This slowdown in 

employment growth in the late 1970's and at the beginning of 

1980's has been due to structural rather than cyclical factors. 

The loss of the dynamism of manufacturing employment in Finland 

has been reflected, to some extent, by a slower growth of the 

labour supply (as a rapid shift away from the primary sector 

has settled) and, particularly, by an acceleration of 

productivity growth, since the annual growth rate of the real 

output by manufacturing industry was 5. 7 per cent during the 

?eriod 1976-81. The capability of Finnish manufacturing to 

generate additional employment has, hence, gradually diminished 

by tt.e beginning of the l980's. This may manifest a permanent 

feature in the process of structural change in the Finnish 

economy. The late-coming industrialisation may approach its 

mature stage and 1s becoming comparable in its structural 

development with the core economies. 

Withi!i the manufacturing industry as a whole, the variation in 

employment growth among individual branches has been very 

great. Table 37 illustrates the inter-industrial ranking 

accordinq to the relative speed of employment growth during the 

1970's. High growth, growing and slow growth sectors have been 

differentiated to denote expanding and shrinking activities 

relative to the average in manufacturing. Furthermore, there 

have been four sectors in which employment has declined. 
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Table Jl. Growth of ~loymcnt and gross output by unnufacturing branches 
in Finland, 1970 - 1981 

cc.·q:ut::. :--.g :r.a~h:.nery 

instru:r..ents 
te~i::. lli, raj:o a;:-par. 
(foe: ls) 
;:r.ar:r.aceuticals 
:r'.J!.'": c.nd steel 
electr:.cc.l :r.ach:.r.er:,.· 

Grcw::.:1g sectors 

fur!.'":::.t1.,;re 
~herr:::.cals 

!?:isc .l::.ght mfs 
::ias:c rr:etal prds 
transport cq1.,;::.po:ent 
\non-ferrous rr:etals) 
:ndustr:al :r~ch:.nery 

Slo..- gro..-th sectors 

(sawn ;.rove; 
foot;.rear 
non-rr:etal miner~: pr~s 
cloth:!.'":.; 
:"Ubber prds 

wood :r.nfs 
pulp 
leather pres 
text::.les 

Source: Appendix Table 7. 

Total 

901 
2 163 
5 275 
2 276 
3 730 

10 342 
16 293 

10 386 
20 434 
32 609 
24 923 
32 124 

4 151 
52 397 
29 75 1 

947 
3 8 15 

10 956 
3 420 
4 890 

15 629 
20 099 

12 W9 
24 896 
35 894 
30 255 
39 165 
5 222 

6 1 015 
35 123 

379 808 4?0 :011 _,,,, -.. 

20 624 13 360 
; 687 6 488 

20 1'c OJ 21 546 
31 549 34 62-:' 

4 71 4 5 o--. ""\ . _, .J 

24 214 21 367 
16 287 16 282 
3 484 3 140 

2'J 371 26 01-. ') 

2 734 
4 507 
9 115 
~ 636 
5 6:1 

14 824 
21 990 

13 445 
26 229 
41 746 
31 633 
40 678 
5 167 

63 519 
35 682 

44~ 355 

22 214 
;:: 18~ u 

21 244 
-.-. 1T9 j:_. 

,, 
323 .... 

22 757 
14 504 
2 765 

22 199 

Average ar.r:;.;al g;n..-t.'.-: 
rate 197J- •93• 

18.5 
9.9 
6.6 
5.4 
4.6 
3.9 
3.2 

2.7 
2.6 
2.5 
2.5 
2 4 
2.2 
~-8 
1 .3 

1.5 

0.7 
0.6 
0.5 
0.5 
0.2 

-0.5 
-1.0 
-1.9 
-2.3 

38.3 ,- -.J.':' 
, r:. t 

14.:: 
6.2 

1.2.::: ... -
' .. "'J 

4 
6. l 
4 l 

5. i 

5.2 
0.9 
4.2 
5.6 
4 ~ . / 

3.2 
7 :. - , 
2.3 
2.9 
'\ .. 
IJ.-

3.7 
1 -.J 
1.5 , ~ .. _, 

It is obvious that the figures presented are also influenced by 

cyclical factors. Such influences could hardly be eliminated 

even if the benchmark years would fall precisely in the samr:

phase of the business cycle, since in the business cycle th~rP 

are always leading and lagging industries. Nevertheless, the 
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figures pres~nted illustrate rough orders of ~agnitude a~d 

basic f>'.'ltures tn the proc.-.ss of structural change occuring 

·..:lt:i.1n the emplcy:nt:>nt and output pattern 0f Finnis!1 indus-:ry. 

S1x out of t!"te 21 manufacturing 

1rowth rates of bc~h employment 

branches have exhibited high 

and real output. These are 

primarily new, sophisticated and skill-intensive industries 

with a high value-added content, the most typical example being 

branches of the electrical engineering industry. The time 

period may, however, be too short to indicate their real long

term growth potential in the Finnish economy, since their 

relative growth rates are overemphasised by the low starting 

level. The largest sectors 1n terms of employment, i.e. 

industrial machinery, transp0~t equipment, basic metal products 

and ~iscellaneous light manufactures, have sustained their 

performance in average employment grnwth chroughout the 1970's. 

Traditional, standardised, resource-based or labour-intensive 

branches, such as the forest industry as well as clothing, 

footwear and particularly textiles and leather products, have 

been slou growth sectors. While real output in these industries 

has still grown, employment has been stagnant or even declined. 

Unambiguously, these branches form the hard core of the 

relatively declining industries within Finnish manufacturing. 

As indicated before, in terms of the LDC manufactured import 

penetration into the Finnish marke~s as well as in terms of the 

displacement of domestic productior. measured by the trade 

creation indicator, textiles, clothing, leather products and 

footwear are the most sensitive branches; furthermore, in this 

section it has been shown that these are also declining sectors 

as far as employment is 

vulnerability has brought up 

concerned. ~aturally, this 

anxiety about the potential 

disruptive effects of rapid increases in imports from LDCs on 

domestic employment. 
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' '.l J Emplovment constraints of LDC trade u1 DMEs 

':'ht' :;»ncrai analysis of the adjustment to foreign trade is not 

ne":A. only quite rec~ntly has sprcific research been 

carrird out in some developed countries on the employment 
..., 

implications of trade with LDCs .... These studies differ widely 

with regard to methodology, data base, sectoral breakdown and 

the p riod covered by the analysis. ~evertheless, there is a 

reasonable consistency in their findings. 

Increased trade with LDCs appears so far to have had only a 

small effect on total manufacturing employment in the DMEs, 

losses in some industries being counterbalanced to a 

considerable extent by gains in others- The studies have found 

that the overall net effects have been very small indeed, i.e. 

less than a quarter of a percentage point of the total labour 

force. Even in the industries most strongly affected by imports 

from LDCs, such imports are responsible for only a fraction of 

the employment losses. Other major factors such as rising 

productivity, a faltering in aggregate demand or the 

competition of other industrialised countries are found to be 

far more important causes for observed labour displacement. 

For example, it has been estimated that a total elimination of 

the trade barriers affecting imports from LDCs would result in 

only a 0.3 per cent decrease in all employment in DMEs during a 

period of 5 to 10 years, whereas the displacement of labour as 

a result of technological change linked to an increase in 

productivity amounts to 3-4 per cent annually. 
3 

In the EEC 

countries together about thirty times more jobs were lost in 

the period 1970-77 through the growth of labour productivity 

than through growth of imports from LDCs. Even in the sectors 

most strong 1 y threatened by competitive pressure from LDCs -

textiles, clothing and leather industries - for every displaced 

job as a result of imports from LDCs, there were some five jobs 

lo5t by increases in productivity.
4 
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c~0ry work0r whc is displaced in DMEs by increased imr>rts fro~ 

L[)Cs, so'Tie J ~o 5 workers would finr. em;:>10ym<"'nt in th•"' LDCs 

conce!ned, and in the mo.st favcurabl.:- circumstances it could 
::; 

amount to even as many as 20 workers. 

Moreover, the labour displacement caused by 1 ow-cost impor~ 

penetration is offset by jobs created as a result of additional 

exports to LDCs. ThPir industrialisation is highly import 

dependent, particularly on products requiring skilled labour, 

such as capital goods and machinery. This argument is justified 

by the fact that all DMEs have a surplus in their manufactured 

trade relations with the LDCs. It can be estimated that the 

'employment bal a nee' of trade l n manufactures with LDCs is 

clearly positive for the DMEs, since nearly three times as many 

persons are required to produce exports to LDCs than are saved 

due to imports from there. 6 

The major issue in the DMEs i~, hence, one of sectoral 

restructuring of labour rather than mere job displacement. 

Shifts in the sectoral pattern of employment accompanied by 

shifts in the occupational and skill structures are inevitable. 

Problems, however, arise because new employment opportunities 

are frequently offered to new labour group:;, demanding quit" 

different skills and are located in different places than the 

displaced ones. The industries in DMEs affected most severely 

by low-cost import penetration so far include clothing, 

textiles, leather products and footwear as well as parts of 

mechanical and electrical engineering. These are characterised 

by standardised and low-ski 11 demanding product ion processes; 

they are typical 1 y smal 1 or medium-sized firms and are often 

reg ion al 1 y concentrated in structurally weak areas. The new 

imports normally come in the most price-sensitive manufacturing 

products, and, 1 ast but not 1 east, the 1 abour displacement 

effects are grP.ater than import penetration ra~es might 

sugge~t. Displacement takes place in the most labour-intensive 

processes dnd industries. Moreover, the affected labour force 

consists of the most disadvantaged labour groups (female, 

unskilled, low-wagP., old and immigrant workers). Although the 



~1bsol:.r:e ·~xtent uf strucrural changt--. induced by low-cost 

tm?ort:::. t~ mara:nal C<':apared with overall employme:1t, it will 

gradually grow in the future, and combined with other economic 

factors, such .1s slo·,.; demand growth, the need to adjust to 

techn ica 1 chanqes and the over al I recPss ion, it has pushed 

governments to protect rather than to adjust to the present 

industrial structure. 

i.2.3 The methodology of quantitative analysis 

In order to quantify the employment effects of manufactured 

trade with LDCs in Finland, two types of calculations have been 

applied in this study. The first set of calculations measure 

the direct employment content of both exports and imports. The 

number of employment opportunities created or displaced are 

obtained by multiplying the actual labour force employed in 

each manufacturing branch by the ratio of either the exports or 

the imports to the gross output of production in the respective 

industries. These hypothetical employment figures are, hence, 

derived according to the following simple formulae:
7 

Employment content of exports: E. 
l 

Employment content of imports: E 
l 

• X .. /O. 
l J l 

M .. /0., 
l J l 

where (X .. ) and (M .. ) represent exports and imports of industry 
l) l) 

(i) in trade with region (j), (E.) stands for employment and 
l 

(0.) for gross output in industry (i). 
l 

The employment equivalents estimated by the above calculations 

do not mean the actual number of jobs of workers displaced or 

created. The latter may be different according to shifts in the 

aggregate demand for the products of the industry concerned. 

These estimates only aim to show the 'pure employment content' 

of import (or export) on the simplifying assumption that 

everything else during the period remained unchanged. Moreover, 

all imports classified according to industry are treated as 

perfect substitutes for domestic production. Simi~arly, exports 

ar~ assumrd to be perfect substitutes for local goods sold on 

thP domrstic market. These assumptions imply that an increase 



exports is the same as '::hat arising from an equivalPnt incr».:ise 

in d0::i~stic ~roducti0n, al thou9h in rr:any cases i.m~<.'rts de :ict 

nec~ssarily represent a com?etina supply. 

The second formula quantifies the importance of trade as a 

source of change in manufacturing employment both in absolute 

terms and in relation to the employment impact of other sources 

of structural change. It is based on the same approach and 

assumptions as the previous one, but it is sliqhtly more 

diversified by applying a simple statistical decomposition 

analysis and by focusing on actual changes in employment. The 

model breaks down the i.ntertemporal change in employment into 

four components: 

1. increase in employment potential due to expansion of 

domes ti-:: consumption 

2. increase in employment potential due to export growth 

3 • decline in employment potential due to increased imports 

4. decline tn employment potential due to increased labour 

productivity 

The methodology ;illows for an assessement of the relative 

weight of each of these sources 0f structural change. The 

analysis is based on two simple identities. The first onP 

states that, abstracting from inventory changes, 0utput (0) is 

equal to domestic apparent consumption (C) plus exports (X) 

minus imports (M): 

(1) 0 = C + X - M 

The second identity states that labour productivity (P) is the 

ratio of output (0) to employment (E): 

(2) P O/E 

By solving for employment from these identities, 

ex~ression follows: 

the following 
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( 3) E < ' + X - ~) /P 

Differentiation of (3) with respect to time gives: 

(-1) dE =-
1
-(dC + dX - dM - Et+l·dP) 
Pt 

Where (d) indicates the change between time (t) and time (t+l). 

Finally, by substituting (Et/Ot) for (l/Pt) the following 

formula is obtained when the changes are small: 

In other words, 

Et/Ot(Ct+l - Ct) + Et/Ot(Xt+l - Xt) -

Et/Ot(Mt+l - Mt) - Et/Ot . Et+l(Pt+l - Pt) 

the change of employment in a certain time 

period is broken down into the various demand factvrs and into 

productivity. The four terns represent the employment changes 

between (t) and (t+ll which are attributable to changes in 

domestic consumption, exports, imports and productivity. This 

formula can be readily extended to separate the employment 

effects of trade with the major trading partners by applying 

the following identities: 

( 6) x 

where (D), (S) and (L) refer respectively to trade with DMEs, 

socialist countries and LDCs. 

The method presented above is widely used to analyse the 

effects of trade on industrial employment. 8 It assumes that an 

increase in demand (domestic or foreign) leads to a 

corresponding increase in output of the product concerned, 

while an ir.crease in imports (or productivity) leads to a 

decrease in output of the corresponding import-competing 

product. These output shares are then converted into employment 

changes using information about the labour requirements per 

unit of output in different branches of industry. Nevertheless, 

the methodology has a number of limitations. 
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First, only the direct er initial employment effects are 

considered, while the indirect impacts operating through 

multipliers and input-output linkages are ignored. 

Secondly, the labcur requirements per unit of output, i.e. the 

inverse of labour productivity, i~ - s-.tmed to be the same in 

the export industries as in the industries which suffer from 

import competition, although in reality that rarely is so. 

Thirdly, in many cases imports are imperfec~ substitutes for 

domestic product ion, and hence not all imports can be 

considered as competing and potentially replacing home 

production. The employment pressure may be limi:ed due to other 

factors, too. For instance, cheaper manufacturing inputs from 

excernal sources strengthen the competitiveness of domestic 

industries and may improve employment to some degree. This 

example leads to the fourth shortcoming in the methodology. 

The analysis can only serve tc dt~onstrate the apparent effect 

of the defined components isolatei from each other and from 

other more basic factors of cha11ge, such as consumer 

preferences, 

endowments. 

government 

The analysis 

policies 

does not 

or changes 

assume any 

in factor 

interaction 

between the various sources of employment change, and hence it 

is not able to illuminate the underlying causal relationships. 

The effects thus calculated can be interpreted as causal 

factors only in the sense that all other factors were held 

constant, and then the change in employment would be equal to 

the contribution of the component in question. In 

reality,however, there are manifold interdependencies between 

the components of change. 

For example, an increase in productivity in terms of the model 

always leads to a reduction in employment, although in many 

cases it may lower domestic prices and interacting with all the 

other components - e.g. reducing the potential level of imports 

and rising dori~est ic demand increase domestic output and 

employment. Si-nilarly, cheap imports tend to increase 

prcductivity and also, by lowerinq prices, incrcnsc aggrPqatc 
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t c' some deg re•"" , domestic empl0ymcnt. Furth<::>rmore, 

add1t1onal exports may increasp productivity by Pnablinq 

producc~s to achieve economirs of scale.
9 

In this analysis thr 

employ~ent change attributed to a particular component inclt1dPs 

the second round effect~ of some of the other factors induced 

through these types of relationships. In most cases these 

second round effects are expected to be re I at i ve l y small, and 

hence there is no attempt i1ere to decompose the employment 

changes further to identify better the total influence of the 

specific factors examined. 

Due to the methodological 

mentioned, the results of 

shortcomings and 

the calculations 

qualifications 

should not be 

interpreted with too high an expect at ion of accuracy. The 

figures presented in the following tables must be taken as only 

indicative. However, their order of magnitude and their 

direction allow us to make some useful comparisons. The 

analysis identifies the first round effects on employment of 

the vnr ious sources of change. The results describe roughly 

what has happened, but they do not describe why. 

3.2.4 Direct employment effects of Finnish foreign trade 

The first set of calculations quantify the direct employment 

content of Finnish trade relations in 1981. It is measured by 

counting the average un.1.t labour requirements in each 

manufacturing sector, and then by simply translating trade into 

the average number of corresponding jobs, assuming that one 

unit of imports (or exports) displaces one unit of gross value 

of production (see page 119 ). This procedure offers only 

hypothetical employment figures, as mentioned before. 

It can be estimated that in 1981 about 175 000 manufacturing 

employees in Finland worked directly for exports of industrial 

goods. These accounted for about 40 per cent of total 

manufacturing employment (Table 38). The production of exports 

to the LDCs alone required some 15 000 persons, representing 
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sl qhtly ovf'r 3 ;Jer CPnt of ~he total manufacturina lab0ur 

Cnrrespnnciing calc•:lati<rns of thP '•"'mp I oymen t: 

"'1':i.,:al·-~r1t' of imports as the number Clf employees that would bP 

ncc·~ssary to produce the im;)nrted industrial good!:' at home 

yields a figure of 154 000. As far as imports from the LDCs are 

concerned, the number of 'displaced' manufacturing workers 

amounts to 5 500; that is 1.2 per cent of total labour force -

but only about one-third of the positive employment effects of 

the corresponding exports. These figures show that Finl and 

gains more jobs through its manufacturing exports to LDCs than 

it loses through imports, reflecting, of course, its trade 

surplus in manufactures. Only in trade with DMEs is the number 

of employees involved in exports of industrial products smaller 

than the number of jobs lost through imports. Altogether, the 

Finnish overall employment balance of trade, i.e. the net 

effect of manufacturing trade on employment, is positive. 

Table 38. Direct eirployment content of Finnish manufactw-ed trade by 
irajor regions, 1981 

As per cent of total 
Elnplo~nt content of ~~nufacturing ereployir.ent 

exports i~rts net effect exports ireports net effect 

I:x-1Es 102 051 140 035 -37 984 23.l 31. 7 -8.6 
socs 58 821 8 534 50 287 13.3 l.9 1 l.4 
LDCs 15 123 5 498 9 625 3.4 1.2 2.2 

Tot.a 1 trade 175 995 154 067 21 928 39.9 34.9 5.0 

11le direct ereployrr.ent ~ontent figures are derived by ll!Ultiplying labour force in 
~ndustry : y the ratio of exports ( iir.ports) to gross output E1 • X1/0 i and 
-i Mi/Oi 

Source: Appendix Table 9. 
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In order to provide a better comparison, the employment effects 

of exports and imports are related tc units of 0n0 million Fmk 

in exports or imports. The resu 1 ti nq .:iv1•rage l abonr- i npu ~ 

coefficients in the Finnish manufactured tr.:ic!c are pres~nted in 

Table 39. The estimates are based on the assumption ~hat the 

labour-input coefficients are the same for exports and for 

imports in each industry group. Considerable differences in the 

coefficients exist, however, between manuf act ur i ng sectors. 

and, depending on the weights of the sectors in trade, the 

average labour-input coefficients are differentiated for total 

exports and im~orts. 

Table 39. 

LMEs 

socs 
LDCs 

Total 

Average labour-input coefficient in Finnish manufactured 
trade, 1981 (jobs per one rillion mrks of trade) 

Rat:o of ex;:orts 
Ex(:-Orts Irr: ports to :.rq;orts 

3.6 4.5 0.80 

4.2 4.2 l.O 

3.3 5.6 0.59 

3.8 4.5 0.84 

The estimates show the existence of a clear difference in the 

average labour intensity for the exports and for the imports of 

manufactured goods in Finnish trade. The imports from all 

sources are more labour-intensiv2 than exports to them. This is 

due, in particular, to the natural resource intensity of 

Finnish exports. This difference in the labour intensity is 

particularly pronounced in trade with the LDCs, as might be 

expected. The average number of jobs for one mill ion Fmk of 

output is 3.8 for exports to the LDCs and 5.6 for imports from 

the LDCs, the ratio of the two being 0.59. The effect of an 

equal absolute increase in the value of hoth exports to LDCs 

and imports from LDCs would therefore be a nPt loss of 

employment. For example, if imports from LDCs increase by an 

amount large enough to replace the domestic production of one 

hundred workers, the same amount of increased exports to LDCs 

would only create employment for 59 persons. Hence, 
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;nan~:L1ct:-.:r·;.:1::: ::.:;::J(':-Ls :r0;n ~ht• LDCs tc Fin:,1nd .-u-._, considC'rably 

r:wre labr.ur-::.:1'.°"·'ns::...-t' thar: the' revt•rsi::' fl•'"' of manufacturt-.S. 

That ·.•xplai:1s ,1L~t"' wh·.- th.• Finnish :nanu~a--~tured tr·adc balance 

with the LDCs ::.s distinctly more' favourablr than the employment 

balance. 

Nevertheless, the balance of employment effects on the Finnish 

manufactured trade with the LDCs was favourable to the extent 

of nearly 10 000 jobs in 1981 (Table 38). It may appear 

paradoxical that employment effects are favourable when exports 

are distinctly less labour intensive than imports, so that an 

equal increase t n exports and imports has a marked negative 

employment effect. The number of employees required for the 

production of export goods is about 40 per cent less than the 

employment effect of the same level of LDC imports. The paradox 

is resolved, however, when it is recalled that Finland has 

continuously had a substantial trade surplus in manufactures 

with the LDCs, e.q. in 1981 the ratio was 4.6 to 1. 

3.2.5 Sectoral emµloyment effects of Finnish foreign trade 

The main problem, however, is not so much the numbers of jobs 

displaced or created tn general, but rather the employment 

constraints of foreign competition in individual branches. 

Examination of the net effects of manufactured trade by sectors 

reveals a concentration of employment creation an~ displacement 

according to the overall pattern of international 

specialisation in Finnish industry (see Table 40 and compare 

with Table 13 p. ) :' ) . As may be expected, a clear-cut 

positive net effect in employment is experienced only in the 

forest sector as a whole and in garments (clothing and 

footwear). All other manufacturing branches are more or less 

import dominated, and hence the net employment effects of 

foreign trade are mainly negative. The most affected branches 

are within the capital goods category, particularly in R&D

intensive light engineering goods, such as instruments and 

computing mar,hincry in which the net employment effects of 

foreign trade, in fact, surpass the total employment of the 

industry concPrr.rd. 
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"Cable llO. Direct si>l<>pent cnntent or F'lrwil5h nmuractun:d trnc1r. with l.DC::s by ~. t98t 

ui.; tra.i.- Tc,u,J tr: .. <~ 
exrort:s lll'IJ(lf'"G ~t eff..,·t n<:l ~rr':<"t ~t .,rr~t n-.-1 .. rr .. '"t 

ro-r ~nt r..,,. c->"flt 

or t.c.t.o.1 r,f tr.t ;l 
~l.,,_nl ,.-r,·lr,ylll'"""nl 

~t>rJUr-int~tve lnte~late:s 

I e;a ther rr-rts 39 no -680 -Zll.6 _, 592 -57.6 
rubbo!r rnb 39 t2 27 0.6 -2 526 _<;_.,_la 

wond mr:s 2 211] 76 2 167 9.5 9 860 la).] 
texttle:s '09 758 -61a9 -2.9 -9 097 -•11.0 
nnn-<reta l r Iner-al prd:s t59 22 t)7 0.6 -'72 -0.8 

~btotal 2 589 1 588 I 002 1.11 -] 527 -11.8 

c.ai:ttal-lnlen!ilve tntenl'edlate:s 

<""-lcal:s I 080 t50 930 J.5 _q 196 -16.0 
rulr 339 II 336 2.J II 700 ]2.11 
r;.rer J 262 tO l 152 9.' 211 211] 67.9 
lrnn and :steel 357 87 271 t.8 S]S ).6 

Subtntal s 0]8 lSt q 789 S.2 25 282 2"1.7 

Cc.n:surer good:! 

rhillnracceutlcab 6q tO 55 1.0 -576 -10.J 
rumtture 26) 21 2q2 1.8 3 q99 26.0 
C'lolhing ]1 t 728 _, 697 -5.1 19 231 58.' 
fontw;ar 6 Jtll -J08 -J.8 l 110 ]8.0 
ln:slnJ1rent3 287 t68 119 2.6 -5 150 -Illa.) 

trl:SC. l lgtlt mr:s 211 1182 -172 -0.7 llP •.9 

Subtotal 862 2 72) -1 86t _, .1 20 927 19.6 

<:at:ttal goods 

bas le :netilll prds 776 1]0 6116 2.0 1 0311 ).) 
tndu:strtal ra<"hlnery 2 9117 101 2 8116 11.5 -8 5112 -1).11 
con:ruttng r.achlnery 23 61 -38 -1.11 -5 ]77 -196.7 
tde. TV. rad lo appar. 190 ]110 -tSO -1.6 -66) -7.] 
ele<"trt<"al rachlnery 887 276 6'1 2.8 -) 1181 -IS.II 
tr~r>.sport f_qlllprient 1 811 28 1 7811 4.4 -) 720 -9.1 

!ilbto~l 6 6JIJ 9)6 s 699 ).II -20 7119 -12.2 

Total iranuractures 15 12] 5 1198 9 629 2.2 21 933 s.o 
sawn Wf)t)(! 3 2110 117 3 192 14.11 111 87] 67.0 
nnn-rernius retal:!I 63 1)) -70 -1.4 836 16.2 
C'uels 2 877 -875 -211.1 -11 Oll9 -112 .s 

Source: Appendix Table 9. 

As far as manufactured trade with the LDCs is concerned, the 

sector which benefits most, besides the forest sector, is the 

very same capital goods category in which the riet employment 

effect of total trade is the worst (particularly as a result of 

the trade with the DMEs; see Appendix Table 9 ). This contrast 

in the employment effects caused by the diverging regional 

foreign trade pattern is quite characteristic of a semi

peripheral economy. Altogether, capital goods and the forest 

sector account for about 84 per cent of the total employment 

created by the Finnish manufactured exports to LDCs. 
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:.:)·~::,. of cours~, the• !-dghPst ~:1 .. ht• 

:\ neqat i Vt .. effect can 

As ind ic.J.ted 

•'·u·l•·-'r, c-1·,th1ng, t>?xtiles, leather products and footwear ar .. ' 

th._. s ... •ctors which au• by far the most sensitive to import: 

cc~petition from LOCs. I~ miscellaneous light manufactures are 

includPd as the fifth traditional import sector, these branches 

tt:>getht=-r acc0unt for.- 73 per cent of the total hypot:het ical 

lab<...'ur cis:)lacement caused by the manufactured im;Jorts frorr. 

LDCs. The i..:0:-st case is clothing, in which the imports frc~ 

LDCs correspond to thr output produced by some l 700 employees, 

v;hich ls around 5 per cent of the total labour force in the 

industry. The net effect is relatively higher in leather 

products, in which LDC imports displace some 700 workers, bcino 

~~uivalcnt to 25 per cent of the total employment. The 

r>.~::iaining two vulnerable sectors arc footwear and textiles, b~1t 

in both of these the relative labour dis;:ilacement effect is 

less t!:a:-: 4 per cent of t~e total employment. As far as the 

sc-call~d n~v; imports of mechanical and electrical engin~0 rir.g 

goods a:-,~ C('!r1Cf'!'"Itcd, the net employment displacement by LDC 

trad~· i_.; r-.e".jligible l n fact r n some sub-sectors, such as 

instrum~nt and electrical machinery, the net effect is positive 

(Table 40i. 

These employment equivalents thus estimated are hypothetical in 

the sense that they do not mean the actual numbers of jobs of 

workers displaced or created. They only measure the direct 

employmen~ content of foreign trade with the simplifying 

assumption that other things remain unchanged and that al 1 

imports (or exports) are perfect substitutes for the domestic 

goods. Hence, it would be more illuminating to examine the 

impact nf foreign trade - particularly trade with LDCs - on th~ 

actual change in manufacturing employment. This would rr>late 

the shifts in the trade composition to the overall structural 

change in the economy. 
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~.2.6 Sources of employment change 

':'he --:?·~·1.,;th or dt:>cltnc ln e:nploy:nent can he attr·ibutPd only 

partly tr..: th•-? growth of imp<nts or exports. Clearly, 

factors arc involved, too. Demand trends and changes in 

productivity are generally the most important causes of 

structural change. .l\.lso the level of Finnish trade with the 

core economies Ls clearly a more 

quite modest trade with the LDCs. 

important factor than the 

To quantify the relative 

importance of these various sources of change in manufacturing 

employment, the calculations were carried out by us1nq th~ 

decomposi~ion formula constructed above on pages 120-1:21. In 

Tables 42 and 43 the results of a decomposition of employment 

changes which are due to changes either in domestic demand, 

productivity or foreign trade are presented for the period 1970 

to 1981. These components are closely linked, as descrihed 

'~arlicr, and henc~ the analysis. offers only rough orders of 

magnitude. 

The basic years of the analysis include two quite different 

stages of the business cycle in Finland. Finland was 

experiencing an economic recession in 1981, whereas 1970 was a 

time of economic expansion. Obviously, these cyclical factors 

have an effect on the absolute employment figuces presented, 

even though they may not alter the relative importance or the 

order of magnitude of the major sources of employment change. 

The year 1976 has, however, been included in the examination 

representing a slow-growth stcsge in the business cycle 

comparable to the year 1981 (see summary Table 41). 

The calculation 

employment during 

yields figures 

the period of 

of absolute changes in 

investigation, but these 

results have also been 

rates of change. The 

noteworthy: 

translated into corresponding annual 

following features are particularly 
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Tabl.:: 1&1 _ Sources of employment change, 1970 to 1981 

El!:ploj'!T:ent change 

due to change in 

Doa:estic consua:ption 
Productivity 
Foreign trade 

of which 

Exports 
Ia:ports 

Nun:ber of ea:ployees 
1970-76 1976-81 1970-81 

49 503 12 044 61 547 

103 198 67 332 170 530 
-50 952 -110 302 -161 254 
-2 740 55 014 52 274 

39 379 80 695 120 074 
-42 122 -25 681 -67 803 

Average ann~l 
percentage change 

1970-76 197b-tlT 1970-el 

2.2 

4.5 
-2.2 
-0. 1 

1.7 
-1.8 

0.6 

3. T 
-5. 1 
2.6 

3.8 
-1.2 

l.5 

4. 1 
-3.9 
1.3 

2.9 
-1.6 

a) First of al 1, as already evident in Table 37 p. 11 5, 

Finnish manufacturing employment as a whole expanded throughout 

the 1970's. Cyclical fluctuations have not concealed this basic 

trend. Average annual employment growth was 2.2 per cent from 

1970 to 1976 compared with 0.6 per cent between 1976 and 1981, 

although the former years represent a move from economic 

expansion to recession, while the latter are both slow-growth 

years. 

b) The major source for positive employment effects has been 

the growth in demand, domestic as well as foreign. The former 

has generally stimulated employment more than the latter. This 

emphasises that the overall industrialisation process in 

Finland is primarily based on expansion of domestic consumption 
10 rather than trade expansion. The only exceptions to this 

rule are the export branches: the forest industry (sawn wood, 

paper, furniture), clothing and foot-wear as wel 1 as non

ferrous metals. In fact, clothing has suffered from decreasing 

(real) domestic demand during the 1970's (Table 42). 

c) As for negative employment effects, increases in labour 

productivity are a more important source of labour displacement 

in the majority of the industries than import9. The two 

components may, however, be interlinked so that import 
' 

competition increases domestic labour productivity., In such 

cases, according to thP calculations above, large displacement 
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e:fe-:-t.::: m!·-· tc r.·roduct~vity tncr-=-ases will be observed whilt"' 

the dtspl.:1Ct"':;"IL':lt would -:-ausally ~.:n·"' tc be attributed to th<' 

actual er potential inL~ease in imports. 

di In the majority of the manufacturing branches, the positive 

employment impact of increasing exports outweighed the negative 

impact of increasing imports. Hence, on the whole, the net 

effect of foreign trade on employment has been positive during 

the 1970's, although this influence has been smaller than the 

employment changes due to increasing domestic consumption or 

productivity. The sluggish development in Finnish manufacturing 

employment in the latter half of the 1970' s was caused by 

internal factors particularly by rapid growth in labour 

productivity and also by slow growth in domestic consumption -

rather than by external factors. In fact, foreign trade induced 

a marked net gain in manufacturing employment, if the two 

periods 1970-76 and 1976-81 are compared to each other (Table 

41) • 

1.2.7 Sources of sectoral employment change 

Behind these changes at the level of the economy as a whole lie 

changes in the sectoral employment pattern. Table 42 indicates 

the contribution of each of the different factors to the 

absolute and to the annual percentage change in employment by 

branches over the eleven year period. The oranches are in rank 

order according to the relative speed of employment growth 

during the 1970's. 

Some interesting features about the process of structural 

change appear in the Table 42. The analysis shows that in high 

growth sectors (primarily light engineering goods and the 

chemical industry as a whole) large positive impacts on 

employment due to increases in both foreign and domestic demand 

tended to be associated with 1 arge negative impacts due to 

increases in productivity and imports. These industries 
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T.:oble '2. Sources oC -1..,_..t.,,.,..,,, ~. llrand>es. 1970- 19111 

erplopent 
:uwror~o~s diaiii ln 

A~ _,_l percent.age <."ha~ 
splopen aue to Cfiiliieln 

~ dcm'Pstt" J'"lllut-lh l t J e:rrorts lirrorts ma~ ~tt" rrndU<"thllJ ex~ 
~i~ton ~lion 

H:~ ~th :;ec-ton 

("Olrf'Ul!ft! O'A<'.'"h!""l'"J I 8]] 9 2)2 -2 1)9 I 105 -6 365 18.5 9).2 -21.6 11.2 
:~tn.s~l$ 2 )1111 II 7()11 -3 )511 ) 502 -9 509 9.9 119.2 -111. I 111.7 
t•l .. lV. r.a'11o .arrar. l 8-a 10 913 -7 1()11 ] 97] -] 961 6.6 18.8 -12.2 6.8 
c rur.a. I I )60 5 518 -2 200 11175 -2 II]] 5.111 22.0 -8.11 1.9 
rna~~u .-a is I 881 2 110) _, ]]2 2 ]II] _, 5]) 11.6 5.9 -].2 5.7 
tn;n and !Slttl II '82 " )26 -12 5119 II 11188 1 217 ].9 10.0 -11.0 ].9 
eltttrl<"al ID<'.'"hlftel'"J 5 692 12 926 -11 0)9 7 996 -11 191 ].2 7.2 -6.2 11.5 

Growl!!fi ~~tors 

rurnit ...... 3 059 2 1129 -1 885 ] 11117 -932 2.7 2.1 -1.7 ].0 
<"""'9'1~b 5 795 16 858 -10 0)5 6 1167 -7 11911 2.6 7.5 -la.') 2.9 
O'l:l<'.ll9't rnrs 9 1]7 12 190 -6 157 7 217 -11 11] 2.5 ].II -1.J 2.0 
b;>::lc.- .... u1 ml" 6 760 12 759 -8 786 7 6211 -11 2]7 2.5 11.7 -].2 2.6 
transrcirt equtr-nt 8 5511 13 297 -9 176 8 185 -3 751 2.11 ].8 -2.6 2.) 
I non-r err<IU'I .-et.ab) I 016 '207 25] I 110 -5511 2.2 0.5 0.6 2.111 
l•tu:;trl.al ~c.-1\lnl!rJ 10 622 16 12"; -16 03' 22 )71 -11 8117 1.8 2.8 -2.8 3.8 
r.af"'r 5 9]1 8 7112 -111 902 12 767 -676 1.8 2.7 -11.6 ].9 

Slow growUI xc-lors 

(» ... M>Od) 1 590 2811 -11 653 7 883 -1 923 0.7 0.1 -2.1 ].5 
foot-.ar 11911 2 ll05 -5 ]06 5 029 -1 6)] 0.6 2.8 -6.3 5-9 
non-ret.al rtneral rnts I 075 II 2511 -111 239 2 923 -1 86) 0.5 1.9 -1.9 1.3 
c.-lothlng 1 570 -II 111112 -8 870 18 002 -3 1'20 0.5 -1.3 -2.6 5.2 
ru~r rrds 109 6311 -I02 1188 -911 0.2 1.2 -0.2 0.9 

De<.- lln 1!!15 sectors 

wood rnrs -1 1157 8 216 -10 258 1 373 -788 -0.5 3.1 -3-9 0.5 
rulr -1 783 2 678 -11 ]llO 20 -101 -1.0 1.5 -2.11 0.0 
l .. .a~r rrds -719 2 216 -1 263 3111 -2 0111 -1.9 5.8 -3-3 0.9 
textiles -7 672 7 533 -12 )68 1 562 -11 399 -2.) 2.3 -].8 0.5 

Tot.al r.anur.ac.-tures 61 5117 170 5]0 -16 I 2511 120 07111 -67 80] 1.5 
-- I 

-].9 2.9 

increase in employment has, however, been the rapid expansion 

in domestic demand that is also reflected in increased import 

penetration. In fact, the net employment consequences of 

foreign trade were negative in the leading high growth sectors 

of computing machinery and instruments as well as in chemicals. 

In these branches the technoloqical development is very rapid 

in terms of both product ion processes and new products. The 

income elasticity of demand tends to be relatively high, too. 

Moreover, various sources of employment change are interlinked 

in the sense that cheap~r manufacturing products from external 

sources have increased productivity and strengthened 

the ccmpet it i veness of the domestic industries in the export 

markets, too. These factors together have contributed to the 

observed marked improvement in employment. 

triorts 

-611.2 
-'-0.0 
-6 . ., 
-9.7 
-].7 

'·' -2.] 

-0.8 
-]. ] 
-I.I 
-1.5 
-•.I 
-1.2 
-2.0 
-0.2 

-0.8 
-1.9 
-0.8 
-0.9 
-1.8 

-0.] 
-0.1 
-5.] 
-1.] 

-•.6 
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At the other end of the interindustrial hierarchy, in tL: 

declining sectors, the net employment effect of foreign trade 

has been negative. The primary cause for a fall in employmPnt 

in these sectors has not, however, been increased import 

penetration nor increased labour productivity but rather 

stagnating demand, particularly foreign but also domestic. The 

product composition in these sectors primarily comprises 

intermediates whose income elasticity of demand is typically 

low. Similarly, in the slow growth sectors the growth of demand 

has been modest, too. Meagre net employment growth has been 

maintained above all by the increases in external demand 

compared to the relatively modest effects of the other factors. 

The problem lies in that the traditional competitiveness of the 

semi-peripheral Finnish economy is particularly concentrated in 

these declining or slow growth sectors. Changes in their 

employment have been determined mainly by shifts in external 

demand. This dependence is reflected in the overall external 

vulnerability of the Finnish economy. The potential low-cost 

import penetration from LDCs to the traditional Finnish export 

markets may thus cause adverse adjustment constraints. 

1.2.8 Employment change due to foreign trade by rP~ions 

Table 43 disaggregates the employment effects of foreign trade 

according to the major trading regions between 1970 and 1981. 

As mentioned earlier, the overall net effect of manufactured 

trade has been positive (see also Figure 8).Particularly, trade 

with socialist countries but also with LDCs has contributed to 

the increase in employment; positive employment effects due to 

exports outweigh negative effects for most branches. T~~ 

exceptions are mainly in a few resource-based branches in trade 

with socialist countries and in those sensitive import sectors 

indicated earlier in trade with LDCs. Altogether, manufacturing 

employment has increased at a rate of 1.0 per cent and 0.2 per 

cent a year due to trade with socialist countries and LDCs 

respectively. It has to be kept in mind, however, that the 

calculdtions applied are somewhat biased in a sense that 

positive employment effects by exports are slightly 
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overestimated wh l le negative effects by imports are 

underestimated. That is because the marginal labour 

productivity tends to be above the manufacturing average in the 

export industries and below the average in industries where 

imports are increasing. 

'nib le 113_ Brpl..,.ait change camed bJ trade vlUl •Jor ~on:t. 1970- t98t 

ln trade vl th 
cha e 

.,,.~rt:; to 
l'M§ soc,, LllCs 

tr~l!: rrar 
tJ!f.:1 socs 

HI&!! growth ~lnr:!I 

C"arf'Utlng nrntnery -5 )21 130 -69 -5].7 I.) -0~7 9.0 I. 7 a ... -62.7 -0.il 

ln::trur..nts -6 5119 1121 121 -27.5 1.8 a.5 10.11 2.7 1.7 -37 .9 -a.9 
tele, tv. radlo a~r. -6115 788 -132 -1.' I.II -0.2 11.7 I. 7 o.s -<;.8 -a.J 
(~ls) 87 -1 '506 -538 O.J -6.a -2.1 1.7 0.2 a.a -1.11 -6.2 
rtanr .. c-..utl('a b -1 t76 I 'J67 19 -2.9 11.8 0.0 0.9 11.8 0.1 -J.7 0.0 
lron and :!llttl .. 156 I 156 3911 J.7 1.0 O.] 2.9 a.6 a.5 a.8 a ... 

d«trl('al a<"hlMr}" -9117 l 9111 809 -0.5 2.2 0.5 1.5 2.J 0.7 -2.0 -0.1 

Crcw1!!fi SKt.or-3 

fumtture '053 1 1711 ~q 0.9 1.0 0.3 1.6 1.2 a.3 -0.6 -a . .> 
C"hH"tC"al!I -3 1195 1 1156 I 01<.' -1.6 0.6 0.5 1.J I. 1 0.5 -:>.8 -0.11 
rl~.ligflt rnfs 6115 2 51111 -85 0.2 0.7 -0.0 1.2 0.8 0.1 -1.0 -0. 1 

baslc- ...,u1 rrcb -1 883 3 892 n8 -0.7 I.II O.J 0.8 1.5 0.) -'-" -0. 1 

tran::rnrt ~l~t ' 50ll 3 3116 -1117 0.11 0.9 -0.' t.3 I. 1 -0.1 -0.9 -0.2 

(non-fe.-rous iretals) 821 -297 32 1.8 -0.7 0.1 2.6 -0.2 0.1 -0.8 -0.11 

in1ustrial rami""l"Y 1 2119 5 988 3 2911 0.2 1.0 0.6 1.9 1.11 0.6 -1. 7 -0.J 

r-orer 5 828 .. 2711 ' 988 1.8 1.3 o.t 2.0 '· 3 0.6 -0.? 0.0 

Slow growth :se<"lors 

(::..vn vnod) 3596 -1 327 3 691 1.6 -0.6 1.6 1.6 a.3 1.6 -a.a -o.a 
fnot...,ar -986 '· 703 -321 -1.2 5.6 -0.11 o.a 5.9 a.a -1.? -a. 3 
nr.n-tretal rlneral rrd:i 27 867 166 o.a 0.11 0.1 0.8 a.II a.1 -a.8 -a.1 
c-lnlhlng 6 666 9 87) -1 657 1.9 2.8 -0.5 ?.2 3.0 a.o -0.? -a.2 
rubb<>r rrds -353 -108 38 -0.7 -0.2 0.1 0.8 0.1 a.1 -'-" -1). 3 

~I tn:!Ji ~tors 

vriod rnfs -2 668 882 2 372 -1.0 0.3 0.9 -0.8 0.11 0.9 -0.? -0.0 

rulr -606 311 2111 -0.3 0.2 0.1 -0.] 0.2 a.1 -•). 1 a.a 
le;.~r rrds -951 1 -729 -2.'j 0.0 -1.9 0.8 0.0 0.1 -J.2 -o.o 
text ties -2 679 5311 -692 -0.8 0.2 -0.2 0.1 a.11 a.o -0.9 -0.2 

Tota I ranufac-tures -8311 II] 270 9 835 -O.a 1.0 0.2 1.] 1.2 0.11 -I.II -0.2 

The negative employment effects due to imports are 

predominantly attributable to the trade with DMEs (Figure 9). 

Although the net effect of the trade with DMEs is more or less 

balanced due to the heavy concentration of the positive effects 

on a few export branches, the majority of the manufacturing 

branches have, however, continuously suffered from negative 

employment consequences. This illustrates the vulnerable 

position of Finnish industry in the international division of 

1 abour, since international cyclical f 1 uctuat ions and demand 

changes may have a relatively strong effect via these few 

export branches. 

coc; 

_,_ I 
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Figure 8. Sources of employment change in manufacturing, 1970-1981 

net m•nuf•cturlng employment ch•nll• 

domestic consumption 

productivity 

tr•d• with DME1 

lr•d• with SOC1 

trade with LDC1 

-200000 -150000 -100000 -50000 0 50000 100000 150000 200000 
number or employff I 

When the focus is specifically upon increased imports from 

LDCs, the analysis shows that the gross labour displacement per 

year has been negligible, representing a mere fr3ction of a per 

cent in relation to the total manufacturing employment as well 

as in relation to employment in most of the individual sectors 

affected (Table 43). If exports were also taken into account, 

the job gains in these industries due to increased exports to 

LDCs would substantially offsP.t the jobs lost in import 

competing industries, as i11 ustrated earlier. 

compared with other sources of employment change, 

Furthermore, 

particularly 

with the productivity increases associated with technological 
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changes, the contrast is even more pronounced. During the 

1970's about thirty-three times more jobs were lost in I in: an{ 

through the growth of labour prod1:ctivity than through the 

growth of imports from LDCs. Similarly, the employment 

displacement effect of manufactured imports from DMEs was some 

twelve times more than that of imports frnm LDCs. 

Nevertheless, in certain specific sectors the direct labour 

displacements caused by increased imports from LDCs may be 

=~ther significant. Table 44 examines the employment changes 

foreign trade with LDCs in the associated specifically with 

most sensitive sectors. The most severe effects were 

experienced in the leather products and clothing sectors. The 

Figure 9. Employmetlt change in manufacturing caused by trade 
with major regions, 1970-76 and 1976-81 

employment change dufl 

1970 -1976 
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1976-1981 
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gross labour displacement attributable to the net increase in 

trade with LDCs were some 730 jobs in the former and 1 660 jobs 

in the latter during the period of 1970 to 1981. These figures 

represent an average annual employment decline of 1.9 and 0.5 

per cent, respectively. For the two other traditional import 

branches, job los:::;es during the same eleven year pe?'."iod were 

320 (-0.4 per cent per year) in footwear and 690 (-0.2 per cent 

per year) in textiles. These figures are not alarming, but 

nonetheless relatively high, particularly if compared to the 

net job losses in various other sectors caused by much greater 

trade flows with DMEs or socialist countries (see Table 43). 

An explanation of this difference in the employment experience 

may be related to the nature of the di vis ion of labour with 

different trading partners. Trade with LDCs is predominantly 

of 1 abour with characterised by an interindustrial division 

high sectoral specialisation, 

courtries trade is of the more 

whereas among industrialised 

intra-industry type. In the 

latter case, employment gains and losses of trade are thus more 

or less offsetting each other within each sector. 

Let us consider the other sources of employment decline between 

1970 and 1981 in the most sensitive sectors. In clothing, for 

instance, increased productivity caused a 2.6 per cent annual 

reduction in employment and declining domestic demand a 1.6 per 

cent reduction, compared to a 0.5 per cent reduction due to 

trade with LDCs. Trade with DMEs and socialist countries, 

though, contributed positively to employment in clothing. In 

leather products productivity growth caused a 3. 3 per cent 

annua~ decline in employment, trade with DMEs a 2.5 per cent 

decline and trade with LDCs a 1.9 per c~nt decline. The 

respective figures in footwear were 6.3 per cent, !.2 per cent 

and 0.4 per cent and in textiles 3.8 per cent, 0.8 per cent and 

0.2 per cent. These data indicate irrefutably that trade with 

LDCs is not the major cause for employment reductions and 

unemployment even within the sectors with the highest LDC import 

penetration ratio. 
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The problem of LDC competition is, however, accentuated by the 

fact that at the same time these branches are decl1ninq sectors 

in Finnish manufacturing industry and the total growth rate for 

manufacturing employment is decl'..ning. Hence, 

competition may intensify adjustment di ff icu 1 ties, 

import 

although 

those difficulties would have been present even in the absence 

of that competition. The traditional LDC import sectors reduced 

their labour forces by about 6 300 employees during the 1970's. 

A fall in the unit labour requirements that is, improved 

labour productivity - contributed, however, eight times more to 

the fal 1 in employment than did imports from LDCs (Table 44) . 

Nevertheless; the relative importance of LDC import penetration 

in these sectors is gradually increasing. 

Table 1111. Sources or mplopent change ln l!lel'ISltlwe xctor:s or fl.twlbh -racturo!:d 
trade with l.DC:J, 1970 - 76 and 1976 - 81 

Traditional i~rts New i~rts 
clothing textiles leather footW<!ar total ~.TV electrical computing inst~nts 

1970- 1976 
radio appar. aachinery aachlnery 

Overa 11 ""'Ployment change J 078 -) 856 -3411 -1 199 -2 ]21 5 681 3 8ol 46 1 652 

due to change in 

tlclnr.st ic cons1.111ptlon 1 OCJ7 u; 131 1 806 JOO 13 244 12 632 4 316 3 075 5 772 

Productivity -5 1]2 -11 235 -531 -2 339 -19 237 -5 532 553 -271 378 
Foreign trade 7 203 -2 752 -1 619 8111 3 673 -1 419 -1 068 -2 758 -If 497 

o( wtnch LOCs -841 -547 -177 -86 -1 651 195 -100 -62 14] 

Average an.....,l cnange due 
t.O trade with LOCs -0.4 -0.3 -0.8 -0.2 -0.11 0.6 -0.1 -1.1 1.1 

1976. 1981 

Qv.,raJ l employment ctiange -1 508 -3 816 -375 1 693 -4 006 -1 841 1 891 1 787 692 

due to change in 

-2 598 410 2 105 -5 532 -1 699 II 610 6 157 5 933 

tot.ll 

11 180 

25 79c, 
-4 872 
-9 742 

176 

0.1 

2 529 

19 QIJI Danest1c cons1.111pt1on -5 11119 
Productivity -3 738 -1 133 -732 -2 967 -8 570 -1 572 -11 591 -1 868 -3 1V -11! 76 3 

Foreign trade 1 679 -85 -511 2 555 10 095 1 4)1 4 8H -2 502 -1 509 

or which UX:s -816 -145 -551 -235 -1 747 -327 909 -7 -22 

Average annual change 
-0.6 due to trade with UX:s -0.5 -0.1 -3.5 -0.1 -0.5 0.9 -0.2 -0.1 

As far as the growth of new manufacturing imports primarily 

the net: 1 ight engineering goods from LDCs is concerned, 

employment effects have been positive. These are, in general, 

high growth sectors in the Finnish economy, and while import 

competition from LDCs has intensified, the respective export 

growth has been even greater, as indicated in Table 44. 

On the whole, these observations suggest three major 

conclusions. First, 

from LDCs remained 

during 

a minor 

the 1970's manufacturing imports 

source of employment change in 

: 2'13 

553 

0.) 
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Finland. S~cond, job losses due to imports in some industries 

were compensat0~ by gains due to exports in others, so that the 

n.:'t effect of trade with L:JCs stimulated rather than reduced 

employment tr. Finnish manufacturing. Third, even in the sectors 

most strongly threatened by competitive pressure from LDCs, the 

labour dispiacements caused by imports from LDCs were less than 

the decline in employment due to technical progress. 

3.2.9 Specific adjustment ;:-equircments due to LDC trade 

The figures presented reveal that in contrast with an 

increased division of labour with developed countries which, in 

general, leads to only sli1ht switches of the labour force in 

relation to the volume of trade concerned the changes 

resulting from an exten~ion of manufa~tured trade with LDCs are 

quite considerable both in relative and in absolute terms 

because of high sectoral specialisation. It is not so much the 

negative net effect on total employment in these few 

'employment deficit' branches that is alarming, but rather the 

concentration of the displacement on the most problematic 

sectors, i.e. slow-growth and declining manufacturing branches, 

and on disadvantaged groups of employees, i.e. women, unskilled 

and low-wage workers. In order to illustrate these adjustment 

constraints due to imports, in Table 45 the import penetration 

ratio of th~ ~ajor regions is correlated to the factor 

intensities of Finnish manufacturing branches. 

Table 45. Simple correlation coefficients between manufactured import 
penetration ratios of major regions and factor intensities 
by branches, 1981 

Iir.ports frorr. 

CMEs socs LDCs Total 
R & D intensity 0.630 -0. 188 -0.176 0.550 
Capital intensity -0.496 -0.293 -0.302 -0.550 
Ldbour intensity 0.245 0.467 0.271 0.317 
Raw rraterial intensity -0.391 0.252 0. 199 -0.315 
Energy intensity -0.470 -0. 102 -0.231 -0.499 
Wage level 0.032 -0.419 -0.561 -0. 109 
Labour productivity -0.082 -0.548 -0.481 -0.210 
Fetr4le intensity 0.025 0.442 0.655 0. 184 
Fir:r. size -0. 147 -0.055 -0.296 -0.203 
LDR intensity -G.599 0.043 0. 139 -0.500 

Sources: Table 31 and Appendix Table 2 
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The correlation matrix reveals a marked pattern as far as the 

manufactured imports from LDCs are concerned. The ncgat ive 

statistical correlation between the wage level as well as the 

labour productivity with the LDC impo::t penetration is quite 

notable. That is contrasted by a significant positive 

correlation in terms of female intensity. Hence, imports from 

LDCs are concentrated particularly in low-cost sectors with low 

labour productivity and a comparatively high proportion of 

females. A similar pattern is typical also in imports from 

socialist countries, while imports from DMEs do not show any 

correlation in this respect. 

Furthermore, the correlation matrix indicates that the Finnish 

industries that have been affected most severely so far by the 

import penetration from LDCs are characterised by relatively 

standardised and low-skill production processes (compared with 

highly R & D-intensi ve imports from DMEs), they tend to be 

smaller-sized firms than on average and, moreover, they are 

located relatively more in the less developed regions (LDR) of 

F . 1 d 11 · d. · in an . Hence, respective a JUStmentrequ1rements are greater 

than mere import penetration ratios or labour displacement 

figures would suggest. 

Nevertheless, employmenc loss~s due to manufactured imports are 

substantially overshadowed by the positive employment effects 

of exports to LDCs, as indicated ear 1 ier. Hence, the major 

issue is not job displacement as such, but rather the sectoral 

restructuring of labour. The problem arises only if the factor 

requirements in export production diverge greatly from those in 

the import-competing sectors. The more the commodity 

composition of exports and imports differ from each other and 

tll.; more dissimilar the sectoral product ion functions, the 

gri-ater thi- pOtt>ntial adjustml·nt requ1rt'm('nts and constraints. Typically in 

highly specialised trade relations between core and peripheral 

economies based primarily in interindustry exchange, there are 

notable differences in the factor content of import and export. 

This accentuates the respective adjustment problems. 
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Tab!~ 46 aims to d1ff~rentiate the qualitative employment 

constraints caused by thr Finnish mant1factured trade with major 

::-egio'.'ls. The indicators arc> obtained simply by ri=>liltir.g each 

~mploy:nent effect 

~resented on page 

(calculated bv the formula E - /0 _ . :c -
l l l J 

liq) to units of one million Fmk in exports 

or imports. Dividing the effects of exports by the effects of 

an equal level of imports shows the differences in the factor 

content of exports and imports. These ratios are compiled in 

the right-hand part of Table 46. The model is similar - with 

similar assumptions and shortcomings - to the calculation 0f 

the average labour-input coefficients in Finnish manuf3ctured 

trade presented in Table 39 page 125. 

Table 46. Sane average qualitative employment effect coefficients 
in Finnish 1r.anufactured trade, 1981 (jobs, ( finr.s) per 
one million imrks of trade) 

Generated by Not required Sffect of exports 
exports du~ to irr:ports ::E.vided by er-:-e~t 

cf i.-:-.pcrts 

:,:;:r~le e~ploy~ent 

Ct-!Es 1.42 . _48 0 .96 
so::s 1.73 ; .55 i . -

•• 1 ') 

LDC~ 0.92 3.54 0.26 

Tctal t:--ade 1.48 . .-4 : -") 0.9fi 

r r.:; ......_,_, e:r.p loyrrent 

L#.Es i. 10 1.09 1.01 
socs 1.22 1. 11 1. 10 
LDCs 0.99 1.77 0.56 

Total trade i. 13 1. 11 1.02 

R & D personnel 

CM Es 0.07 0 .15 0.47 
socs 0.08 O. iO 0.85 
LDCs 0.07 0 .10 0.74 

Total trade 0.08 0. 14 0.54 

fir.r.s 

r::t-1Es 0.040 0.052 0.77 
socs 0.049 0.049 1.00 
LDCs 0.034 0.085 0.40 

Tctal trade 0.042 0.053 0.79 

Source: Appendix Table 3 and Industrial Statistics 1981. 
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7h.~ ::>vt~ntial :abour mark<"t problems of an increased division 

of labour ~1th LDCs arise primarily from the fact that the jobs 

are lost through imµ0rts in quite different sectors than those 

i r. ;.;h ich tht.~y are created by exports, with the corresponding 

structural consequences. The coefficients in Table 46 show 

clear 1 y that export and import pat terns in tra1e with LDCs 

diverge markedly in terms of the qualitative labour 

requirements. These differences are particularly pronounced if 

compared with the corresponding coefficients in the trade with 

DMEs or socialist countries. 

As mentioned earlier (Table 39), the labour intensity of 

Finnish products competing with imports from LDCs is distinctly 

greater than the labour intensity of Finnish exports to LDCs. 

Furthermore, Table 46 shows that the share of females on the 

export side is only one-fourth of the share on the import side. 

This means, for example, that if imports from LDCs increase by 

an amount 1 arge enough to replace the domestic product ion of 

one hundred women workers, the same amount of increased exports 

to LDCs would only create employment for 26 women. 

A similar strong discrepancy is also observed in terms of the 

regional effects of LDC trade. The proportion of employees in 

the less developed regions of Finland required for exports to 

LDCs averages only about half of that for imports. Hence, an 

equal growth in imports from LDCs would displace almost double 

the amount of LOR workers as created t-:r the corresponding 

exports. It is particularly interesting to note that this type 

of regional pattern of employment effects in foreign trade is 

quite characteristic of a semi-peripheral economy. The relative 

vulnerability of employment in less developed (peripheral) 

regions of Finland is strongest in relation to manufactured 

imports from LDCs compared with other sources of imports. On 

the other hand, as far as export destinations are concerned, 

less developed regions on the average show the lowest and more 

developed (core) reg ions the highest competitiveness just in 

manufactured exports to LDCs. These differences are explained 

by the specific structural characteristics of industry in 

different regions within Finlana. 12 Moreover, the firms 



carrying out expcr~ s to LDC:s tend to bt.> ~ arger and the f inns 

ccw.pet tng with im?crts frc::n ~DCs tend t,~ bt' smal lt'r than the 

average f1rm size in Finnish foreign trade. 

These observations lead tc conclusions that structural 

consequences arising from an increased manufactured trade with 

LDCs are experienced both in terms of changes in employment 

~verall and, particularly, in terms of changes in the structure 

of labour requirements. The calculations relating to exports 

and imports of equal size show that trade with LOCs leads to a 

higher net loss of jobs in Finland and to greater shifts in the 

sectoral, regional and labour quality structure than trade with 

DMEs or socialist countries. The shifts in production and 

employment between sectors are accompanied by changes in the 

vocational and qualification requirements of the labour force. 

The redundancy effects of imports from LDCs affect mainly low

wage, unskilled and female workers, often employed by 

relatively small or medium-sized firms located regionally in 

structurally weak areas. Hence, increasing trade with LDCs 

requires a higher qualification of employees and training of 

women in occupations which so far are the domain of men. 

Nevertheless, it is necessary to keep in mind that structural 

changes in Finland arising from trade with LDCs are, after all, 

small compared with total employment or with structural changes 

due to other factors (e.g. productivity growth, shifts in 

aggregate demand or trade with core economies). In view of the 

order of magnitude revealed, trade with LDCs cannot be regarded 

as a cause of unemployment even in the most sensitive sectors 

or regions. On the contrary, 

considerable extent, off set 

manufactured exports have, to a 

the displacement effects due to 

imports. Hence, the above analysis essentially characterises 

the type rather than the magnitude of the potential thr~at of 

the expanding manufactured exports from LDCs. 



In c0rc ~c0nc~1es incrPases in impnrts from LDCs will typically 

~I~~ r1sc t~ addit1ona! 

tcr· imµ,'rted g·:-ods 

u1dt:striai 1sat ion,. On 

exports as thP requirements of the LDCs 

c.-:-n ti nue to be large due t0 

the whole, LDC demand on the world 

marKet ts dependent on thP level of thei·r foreign currency 

earnings. However, developed countries are not in a parallel 

competitive position to react to this potential growth in LDC 

demand. Hence, the next questions to be examined are whether 

the experiences of Finland are similar to those of most DMEs, 

and how its LDC market shares have evolved. 
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Chapter .:. 

MANUFACTURED EXPORTS TO LDCS 

The integration of LDCs into the international division of 

labour in industrial activities implies continuous shifts in the 

trade patterns between core and peripheral economies. The 

traditional colonial type of complementary trade, 

primary products in exchange for manufacture<:;, 

been replaced by more competitive types of trade 

LDCs are becoming exporters of manufactures. 

l .e. trading 

has gradually 

relations as 

Besides the 

expansion of manufactured exports, the industrialisation in LDCs 

has al S.) affected the pattern of their rnanuf actured imports, 

which has both increased and experienced changes in product 

composition. 

Theoretically, it is possible to create and operate 

manufacturing industries without significantly increasing 

dependency on trade with the outside world. In reality, though, 

total self-reliance is unlikely to lead to rapid 

industrialisation. Late-corning peripheral industrialisers in the 

Third World are in many ways tied to industrially and 

technically more advanced extern:tl economies. The degree to 

which import requirements wil 1 increase as a consequence of 

industrialisation is, of course, to a considerable extent 

dependent on the policies followed by different countries in 

such fields as income distribution, the pattern of 

industrialisation and the overall openness of the economy. 

Besides that, there are major structural reasons which tend to 

increase import demand. 

The existing factor endowment in the LDCs is typically 

incompatible with the advanced form of industrial production and 

the techniques they aim to absorb. Hence, to build up modern 

industrial facilities, import requirements for capital equipment 

and technical know-how (consultant and management services, 

technical personnel, licensed patent rights, etc.) will 

increase. Furthermore, in most cases the small scale of domestic 

markets determines the limits for potential diversification and 
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t-mphas1ses the for international specialisation in 

~ndustrial development. Rapid industrialisation will also lead 

to both a growth of income and greater use of material inputs, 

many of which will have to be imported. These factors together 

are reflected in the high income elasticity of demand for 

manufactured imports in the Third World. 1 

Hence, the industrialisation will directly and indirectly entail 

a significant increase in imports of manufactures in LDCs. The 

industrialisation may be characterised as complementary for DMEs 

to the extent that it raises demand for DME exports. On the 

other hand, Third World industrialisation becomes competitive 

insofar as it leads to development of alternative sources of 

supply in terms ~f expanding export production and also in terms 

of potential import substitution effects in the markets of LDCs 

themselves. To date, however, the increase in the LDC share of 

world manufacturing exports has been ~lower than the growth of 

imports. 

Due to the low starting level, the LDC share in world export of 

manufactures nearly doubled over the last decade, increasing 

from 5 per cent in 1970 (being in absolute terms 9. 7 milliard 

dollars) to 9 per cent in 1980 (99.7 milliard dollars). At the 

same time their share in world imports of manufactures increased 

even more, jumping from 21 per cent (3~.l milliard dollars) to 

27 per cent (28P.l milliard dollars). 

The discrepancy in the growth of LDC manufactured exports and 

imports has been reflected by severe supply constraints in LDC 

domestic economies and by the relatively slower pace at which 

the non-~=ice competitive strength of their manufacturing 

industries is built up. For these reasons, accelerated 

industrialisation poses the danger of large potential trade and 

payment deficits in most of the LDCs. This has already been 

accentuated by a notable increase of foreign debt and the 

consequent debt service 1 iabil ities in a number of countries, 

particularly in those rapidly industrialising LDCs referred to 

as NICs. Moreover, constralnts caused by sharply increased bills 

for imported oil must be added. The LDCs have tried to 
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accommodat~ this deterioration in their foreign exchange balance 

u: various ways. The East Asian NICs have attempted to raise 

export t~rnings by increasing manufactured exports. The NICs in 

Latin America have leaned more towards accelerated import 

substitution involving various forms of import restriction and 

have also stepped up their external borrowing. These constraints 

have obviously obliged the NICs to import less than they would 

otherwise have been able to. Nevertheless, their 

i~dustrialisation process as a whole has represented a new 

growth in the global demand for manufactured goods, primarily 

supplied by DMEs. 

~.l Differentiation among DMEs as suppliers of manufactures 

All DMEs (except Australia) 

positive manufactured trade 

have traditio,ally 

balance with LDCs 

had a large 

(Table 49). 

However, there are distinct differences among DMEs in terms of 

the degree and the comoosition of this export surplus. Import 

requirements of LDCs foliowing the progress in their 

industrialisation process - have gradually come to be dominated 

by sophisticated and technology-intensive manufactures with a 

high value-added content. As far as various semi-manufactures 

and relatively simple labour-intensive consumer goods are 

concerned, the LDCs can, more and more frequently, satisfy their 

domestic demand themselves. This differentiation in the pattern 

of import demand of LDCs is reflected in the subsequent export 

performance of various DMEs. 

From the point of view of the semi-peripheral industrial 

economies, the emerging industrialisation in LDCs is competitive 

rather than complementary. Hence, the potential new demand in 

LDCs will benefit semi-peripheral economies relatively less. 

They do not offer products most needed in LDCs, and even if they 

did, they could hardly compete with the more advanced products 

of the leading core economies. This is well illustrated in Table 

47 and Figure 10, which quantify the performance variations of 

manufactured exports to LDCs by DMEs. 
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Table 47. K:lnufactured exports to LOCs by main [)otEs, 1981 (per cent) 

Mam..:factt;red exoorts to LDCs 
;:er ca;;:ta share of share 0f rrnf rrnf tra8: 

(U.5 $) tot.al ~nf OECD total ex;:orts rat:o w:.~h 
ex~orts share of LDCs* 

OECD total 

sw:tzerland 830.0 21 .6 2. l 2.8 64.7 
Jaran 589.7 47.7 27. 1 16. 8 80.6 
Sweden 503.4 18.7 1.6 2.6 65.8 
West Gerrr..any 450. l 18.8 10 .8 17.0 59.0 
Selg:t..:rr: 438.5 11 .8 1.7 4.4 5~ 1 'J • 

F'rance 387. 9 28.5 8.2 3. :i 70.6 
Netherlands 345.5 15..0 1.9 3_8 49.9 
Un.:ted Kingdorr: 345.0 29.4 7.5 7.6 55. 1 

Italy 328.6 29.7 7.2 7.2 77.9 
Denrr.ark 319.4 18.6 0.6 1.0 59.5 
United States 267.9 40.6 24.0 17 .5 27.5 
Austria 265.5 15.0 o.8 1.5 67., 
Norway 256.5 19.2 0.4 0.6 55.4 
F.:.nland 208. 1 10 .0 0.4 1.2 63.6 
Car.ada 149 .4 10 .6 1.4 4.0 22.0 
Spa.:.n 148. 1 39.2 2.2 l.6 80.4 
At..:stralia 112. 3 51 .4 0.7 0.4 -16.4 
New Zealand 93.6 27. 1 0., 0., 2.9 
Greece 86.5 38.2 0.3 0.2 42.5 
Ireland 78.7 6.0 0. 1 0.5 21. l 

Portugal 48.o 16.6 0.2 0.3 63.5 

OECD total 326.3 29.6 100.0 100.0 55.5 

Note: *The manufactured trade ratio is defined as the net trade balance cf 
manufactures as a percentage proportion of the total trade of 
manufactures, i.e. [(X-M)/(X+Mi] -100 

Source: OECD, Foreign trade by conmodities, 1981. 

Semi-peripheral economies enjoy only marginal market shares in 

LDCs as far as their manufactured exports are concerned. They 

lie at the bottom of Table 47 both in terms of their per capita 

manufactured exports and in terms of their market shares in OECD 

total manufactnred exports to LDCs. Obviously, the United States 

and Japan constitute by far the most important manufactured 

exporters to LDCs by accounting for over half of the OECD total. 

More interestingly, however, several small core economies, such 

as Switzerland, Sweden, Belgium and the Netherlands, are among 

the leading manufactured exporters to LDCs measured by per 



capita shares. They have clearly berwfittt=>d from the emerging 

international division of industrial labour and tht" consequent 

growth of manufactured demand in LDCs. 

Figure 10. Manufactured exports to LDCs by DMEs, 1981 
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The Southern European countries as we 11 as Australia and New 

Zealand have the lowest per capita exports, but this is partly 

related to their overall low level of manufactured export 

performance. Finland, Ireland and Canada, on the other hand, are 

not only showing low per capita exports, but the proportion of 
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manufactured exports to LDCs out of their total export of 

manufactures ts al so very modest. This observation is 

accentuated by the fac~ that they cover a distinctly larger 

shar-e of OECD total manufactured exports compared with their 

share in the respective exports to LDCs. Some 0.4 per cent of 

OECD manufactured exports to LDCs come from Finland, while its 

share of total OECD manufactured exports is three ti~es greater, 

about 1.2 per cent. Even starting with this relatively low level 

in regard to its global shares, Finnish mari<et shares in OECD 

exports to LDCs have not improved during the past decade. In 

fact, Finland suffered slight losses in these market shares, 

declining from the level of 0.42 per cent in 1970 to 0.39 in 

1981, representing a net loss of 7 per cent. 

The conclusion is that the Finnish manufacturing industry has 

not succeeded in deriving advantage from increased demand for 

manufactures resulting from the Thi rd World industrial is at ion. 

~his may be related to the small size of the Finnish economy, to 

the unfavourable geographical location of the country, or to the 

relative significance of the trade with the East European 

countries. But a major factor is also the specific competitive 

nature of the Finnish industriaJ structure. The growth of demand 

for manufactures in LDCs has not primarily focused on the 

products 

supply. 

tended to 

that semi-Feripheral economies like Finland mainly 

On the contrary, Third World industrialisation has 

lead to the deve 1 opment of alternative sources of 

supply, especially in those sectors on ~hich the relative 

industrial competitiveness and specialisation of semi-peripheral 

economies have been tradition ally based. Hence, their export 

performance in the LDC markets tends to be most sensitive also 

to the potential import substitution effects which are further 

limiting the scale of their exports. 

4.2 Export destinations 

The relatively modest export performance of the Finnish in,~ustry 

in relation to the increased demand for manufactures in LDCs is 

further revealed by an examination of the geograph~cal pattern 

of exports. Typically, the exports have been directed toward the 
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more developed LDCs rather than the poor ones. Consequently, 

also alternations i.n export destinations have followed changes 

in purchasing power among LDCs. 

During the 1960's the dominant LDC export markets for Finnish 

manufactures were in Latin America. Of the twelve leadin3 export 

destinations in 1970, six were Latin American countries, and the 

others were mainly l.:1rge semi-industrialised countries in Asia 

(Table 48). The sharp oil price rises of 1973 and 1979 and the 

consequent shifts in the global purchasing power have 

subsequently steered Finnish exports towards oil producing 

countries. Hence, the geographical pattern of Finnish 

manufactured exports to the Thi rd World experienced a notable 

change during the 1970's. In fact, in 1981 the top four were oil 

producers, and altogether they ncmbered seven out of twelve of 

the leading export de st inat ions. In regional terms a relative 

shift from Latin America to the Middle East took place. At the 

same time trade diversified slightly, s i nee the share of the 

twelve leading destinations diminished from 73 per cent in 1970 

to 64 per cent in 1981 (Table 48). Compared with manufactured 

Table 48. Finnish iranufactured exports to twelve leading I..roi in 1970 and 1981 

1970 1981 
·1alue per cent value per cent 
(1 000 US$) share (1 000 US$) share 

Peru 14 935 12.3 1. Irak 97 450 9.8 
2. Argentina 14 131 11.6 2. Saudi Arabia 81 469 8.2 
3. Hong Kong 12 626 10 .4 3. Iran 71 449 1.2 
4. Brazil 10 091 8.3 4. Mexico 71 020 7. l 
5. Iran 9 535 7.8 5. Egypt 49 698 5.0 
6. China 7 85? 6.5 6. Argentina 47 080 4.7 
7. Mexico 5 490 4.5 7. Venezuela 44 215 4.4 
8. Colorr.bia 3 807 3. 1 8. Libya 42 193 4.2 
9. , 1Nigeria 3 216 2.6 9. Brazil LI 1 270 4. 1 
10. India 2 418 2.0 10. Nigeria 40 102 4.0 
11. C1ile 2 324 1.9 11. Liberia 32 171 3.2 
12. Pakistan 2 290 1.9 12. China 24 599 2.5 

Tc.tal twelvr~ SU 720 72.9 Total twelve 642 716 64.3 
Rest of LDCs 32 982 27. 1 Rest of LDCs 356 356 35.7 

All LDCs 121 702 100.0 All LDCs 999 072 100.0 
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imports from LDCs, the country concentration of Finnish exports 

has been distinctly less marked, sine~ the twelve leading 

sources i)f im;Jorts accounted for nearly 90 per cent of the 

total, as rnent ioned earlier (see p. l 0 5 ) • This divergence 

obviously reflects the limited scope of LDC industrialisation. 

The relative shift of demand from the traditional markets of 

large semi-industrialised countries towards oil producers has 

alsu been reflected in the geographical pattern of OECD exports 

as a whole (see Table 49). In fact, at present the major OECD 

export markets among LDCs may be divided into two groups. The 

first group comprises oil producing countries, while rapidly 

~ndustrialising economies among LDCs constitute the second 

expanding market area. This is highlighted by the fact that the 

share of NICs (Hong Kong, Taiwan, South Korea, Singapore, Brazil 

and Mexico) in OECD exports of manuf act:ures to LDCs rose f ram 

18.1 per cent in 1965 to 25.2 per cent in 1981. The growth was 

concentrated particularly in the Far Eastern NICs, whose share 

increased from 9.5 per cent to 14.6 per cent between these two 

years. 

Table 119. OtXll mBnufactured exp;. "t3 to twelve leadlrg IJlCs In 1965 and 1981 

1?65 1981 
Vd iu-? P'!r cent sfuire value ~r c,.nt ,;h:.r"' Finnt!ih p~n.:"'!'nt:agoe 
(ir11. 1£5$) (11'11. US$) :ihare of CECO 

exroru 

India 1 349.9 6.7 1. Saudi Arabia 23 069.0 9.0 0.35 
2. l'P.xlco ' 250.4 6.2 2. Hl!xtco 19 822. I 7.7 0.36 
3. v-zuela 933.6 4.7 3. Iraq 12 828.4 5.0 0.76 
4. fbig Kong 726.7 3.6 q_ Nlg.,rl21 10 729.5 Q.2 0.37 
'j. Arg.,ntlna 654.5 3.3 5. Hong Kong 10 )66.2 11.0 0.06 
6. Palcl:itan 638.8 3.2 6. Libya 9 925.4 3.9 o.q3 
1. Singapore 600.1 3.0 1. Slnpr<>re 9 626.7 J.8 0.19 
8. Phi 1 !rrlne:1 592.0 3.0 8. Tal .. n Provine• 8 822 .9 3-~ o.~ 
9. [ran 570.7 Z.8 9. Sl>uth IC~..a 8 S88.Z 3.4 0. 10 
10. Ll~rla 559.J Z.8 10. 0111111 8 110.7 3.2 0.30 
I I. Ollna 503.7 2.5 11. Venezuela 1 859.9 3.1 0.56 
12. Peru 497.0 2.5 12. Brazil 7 qq9.11 2.9 0.55 

Total t~lve 8 876.7 q11.3 Total twelv"' 137 198.11 53.6 0.35 
Jlf!st. or LDCa 11 159.0 55.7 llf!st or UlCs 119 132 _q •6.lf O.QQ 

---
All UlCs 20 035.7 100.0 All ' C.:i 256 330.8 100.0 0.39 

Nolf!: Manufactures are SITC 5 to 8 l'!Sll 68. 

$ource: OECD, f'ordgn trade by cOlllllOdlt.les, 1965 and 1981. 

In this respect the Finnish experience diverges distinctly from 

that of the OECD average. The role of the NI Cs as expanding 

markets for exports of a semi-peripheral eGonomy has been 
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margin.:i:. In fact, during the l970's the share of NICs tn 

F1nr11sh cx~orts of m.:inufactun~s t<...' LDCs declinC'd from 23.q ?•'t· 

cent tn 1970 to 15.0 per cent in 1981. This decline w.i.s 

particularly pronounced with the Far Eastern NICs, 

dirr.1nished from 11.1 per cer.t to a mere 3.8 per cent. Not a 

sincle Far Eastern NIC belongs to the list of the twelve leadinq 

LDC export destinations of Finland, while all four of them are 

on a corresponding list of the OECD countries as a whole 

(compare Tables 48 and 49). 

4.J Composition of manufactured exports 

'!'ht=! re·:J ion al di [ ferences in the direct ion of exports between 

Finland and the re~t of the OECD reflect the respective patterns 

of international industrial specialisation. Within 

manufactt:!ring, the Finnish export structure to LDCs is heavily 

biased towards capital intensive intermediates with relatively 

lo~ demand growth, while the dominant exports for OECD countries 

are advanced processed final 

pr1ma!ily within the capital goods sector (Table 50). 

products 

Finland's 

tra~iticnal export sector, the forest industry dominates exports 

to ~DCs ty alone accou~ting for almost 57 per cent of the total. 

Table 50. Ten l<"Adlrg mnuractured export :9eet.or3 to LDCs ror Finland and ror OFD>, 1981 (per ~nt) 

r·~r~r 

1"'1u~trlal irachl"'!ry 
~hfl1f'it:l'i5 

wood mrs 
transr-ort eq.11rcrent 
rulp 
elect~1~.a! ir.tchlJery 
lrnn an<! :uel 
basic n!tals 
power g~n. nach1ner1 

Finland 
:!hare in total 
mr exports to 
t..Or.$ 

J7.5 
10.6 
9.9 
9.1 
7.9 
5.5 
J.8 
J.7 
J.4 
2.6 

share or r::ocs 
In total 
export.:! by 
branches 

13.0 
9.6 

16.2 
20.8 
9-3 
1.0 

11.7 
8.0 

10.2 
27.J 

Industrial rachlnery 
tr~nspnrt. equlpll'eflt 
etl.,..lcals 
imn and steel 
electrical llRChinery 
po-.r gen. mchlnery 
basic retals 
t.ele, 'IV, radio apper. 
lns~ts 
pass~ vehlcl~s 

OECD 
si...re 1n total shar'! of LIY'..s 
mr exrorts to In tnta I 
LOCs uroru by 

brall('h~s 

•8.7 
•5.5 
9.7 
7.9 
7.0 
11.9 
11.8 
'1.J 
].8 
3.8 

37. 7 
JIU 
25.9 
33.6 
35.3 
37.' 
37 .2 
33.6 
26.3 
15.3 

Al together, the share of exports to LDCs out of the total 

Finnish exports of manufactures slightly declined in the 1960's 

and at the beginning of the 1970's, but since the mid-1970's it 

has slightly increased again accounting for ~ome 10 per cent of 



Table ')1. Sh.:lre of lDCs in Finnish exports by ten leading export branches 
in o:anufactures, 1953-1981 (per cent) 

1953 1 960 1 965 1 970 TQ"',: 
J ' ,_· 

' -

t~.:: 1 

?:::e; 2:J.2 16.7 1 l 1 1 : .., 
~. - ' . .. ·J . 

~:1G~str:::l. :r,::,chir.ery J.J :5. 5 
, .., 

:.+ . .J '~ " 0 .. J ~ . 
: ,, 11 .r 

~:--~~:::.:c:.:ls .2 7 .b ... . S 1Q.9 _ ... --
J 7 1 1 - -.~ ~ 

".i:c-d :r:~!-s '.! .s 4.3 2 .. 6 ~.' . •, .:.~ -~ . , ·:. -:-rc.r.si=ort eGuipr:ent 0.2 9.2 4.6 ~ tQ _l.l ~ ':: - -_; 

?t;l~ 5.8 8.3 5.9 4. 1 2.2 ; .J 

:le·ctrical :r.achinery 3.5 5.4 io.o 6 .. ~ 4 " l l 7 -J -
..lron c.nd steel 0. 1 65.9 7 7 '.) 0 o .1· 

,, 
1 - ~-, 

::as:c rr:etals 4 ... 26.4 :+ ,, .., - 1 0. 3 1,) -= .) ... J. ! 

~c~er gen. rr.achinery ·J .O 0.0 0.0 ; , !.! () '' " 
. -. :r.anL:factures 10 _3 12.5 7.6 - ,, 6.9 ·' -

.'"\....I.. .... 
_ ... . -

: Sa·,;n wcod) :.+.o 1 
.., , .. 3 3. :+ i l , ic .... 

• J . 

Source: A;cpendi., Table 3. 

The traditional export sector, the forest industry, has nr: 0n:~ 

maintained but even reinforced its comp0titivPness within 

Finnish exports to LDCs in recent years. Parti.cularly 1n wood 

manufactures and sawn wood, but also in pulp and paper ~s well 

as in furniture, the share of exports to LDCs in the total 

Finnish exports has expanded. 

Other significant growth sectors have been chemicals 

{fertilisers) and industrial machinery {lifting and loading 

equipment). Moreover, during the last five years, electrical 

machinery {cables and electric wires) and power q~nerating 

machinery {steam boilers) have - starting from a low level -

vigorously increased their contributions to Finnish exports to 

LDCs. Still during the 1960's, in some mechanical engineering 

sectors, such as transport equipment (ships) and inst rumen ts, 

exports to LDCs increased relative to total exports, but by the 

end of the 1970's LDC trade had gradually lost its rdiltivc 



In al: other manufactu::ing branch•-':->, 

'-'X;Jcrts .. ,_, LDCs ha'.·e bci__,n rather static and insignificant l" 

Finnish f0::eign trade. 

Altogether, the number of branches and sub-sectors tn which 

Finnish exports to r.ocs have experienced any notable dynamism is 

very limited. This fact is brought out by examination of the 

export performance ratio (Table 52) based on a comparison of 

re 1 at i ve export shares tn Finl and and in the OECD area as a 

whole. The highly specialised LDC export structure in Finland is 

clearly distinguishable. Only in the forest sectors is t~1e 

export performance ratio above the norffial export performance in 

the OECD area; there, in fact, the industries show a ten to 

twenty times greater share in exports than the corresponding 

average OECD share. Mo!:>t other sectors show very poor export 

performance. The ratio is particularly low in consumer goods 

branches as well as in some capital goods sectors. These figures 

clearly highlight the relative marginality cf LDC markets for 

the major part of the Finnish manufacturing industry. Only the 

dominant traditional export sector has been able to expand its 

trade relations towards the Third World along with its declining 

market shares in the core economies. 

The highly specialised commodity composition of Finnish exports 

to LDCs primarily concentrated on a range of standardised semi

processed manufactures, tends to be rather disadvantageous in 

the future. For these ?roducts, the income elasticity of demand 

is typically fairly low; hence, they do not particularly benefit 

from the growth of demand Jr manufactur_s in rapidly 

industrialising LDCs. Furthermore, these items compete on the 

basis of cost rather than quality and product differentiation, 

while the importance of non-price factors as determinants of 

competitiveness is growing also in the LDC markets along with 

th~ir industrialisation process. This is particularly evident 

with respect to growing demand for different types of capital 

goods - and especially wi~h respect to cases in which LDCs are 

importing complete industridl plants and equipment on a turnkey 

basis. This may create an additional constraint, which is 

related to size. The magnitude of many projects may be too large 



Table 52- H:muf"actw-ed export perfonmnce ratio in Finland, 1981 

Exports to 
!l-tEs sacs LOCs 

Labour-intensive intern:ediates 

leather prds 67-3 1.3 46.6 
rubber prds 33.2 5.8 11.9 
wood emfs 681 .4 388.5 2 498.0 
textiles 42.0 24.9 11. 1 
non-n:etal rcineral prds 48.4 75.7 29.J 

Subtotal 91.0 43.2 128.9 

Capital-intensive inter.r:ediates 

chea:icals 45.4 36.8 102. 1 
pulp 756,6 370.0 1 264.5 
~per 953_3 501.7 2 (1()8.6 
iron and steel 103.4 8.6 47.6 

Subtotal 234.2 83.3 284.6 

Const:rr.er goods 

;:har.r..aceuticals 24.7 147.3 19.8 
fumiture 130.9 527.5 116.5 
clothing 269.6 472.7 8.9 
footwear 74. l 496. 1 7.9 
instrun:ents 24.3 19.2 30.1 
passenger vehicles 12.3 4.5 1.3 
T.isc. light cr.nfs 82. l 186.6 29.3 

Subtotal 62.6 221 .5 24.0 

Car;ital goods 

basic ~etal prds 66.2 171. 1 70.8 
power gen.cr.achinery 22.0 54. 1 52.6 
industrial cr.achinery 80.2 56.5 56.8 
coa:puting a:achinery 9.8 12.8 7.2 
tele, TV, radio appar. 60.7 152.2 18. 1 
electrical cr.achinery 41.6 112. 7 53.7 
transport equip<r.ent 56.3 211. 1 51.0 

Subtotal 55.4 97.7 51.5 

Total cr.anufactures 100.0 100.0 100.0 

Total 

49.2 
23.2 

706.7 
37.8 
46.0 

82.3 

54.4 
758.3 
000.4 
66.4 

213.2 

65. 1 

151.0 
343.9 
234.5 
21-9 
9.4 

83.4 

77.8 

86.2 
23.8 
74.2 

9. 1 
47.3 
54.0 
70. 1 

60.9 

100.0 

Note: The export performance ratio is defined as (Xij/Xmj : Xiw/Xmwl· 100 which represents 
the ratio between a share of conrnodity group (i) in Finnish exports (j) of all 
manufactures (m) and the corresp:miing share of OECD exports (w) of that industry 
to OECD exports in manufactures. 

Sources: Appendix Tables 3 and 4. 



tor .1 :;mall coa~try like !-'inland. These factors together have 

l 1:::1t••C: the J-"li.ns '::·~ Fi~::1sh :nan•:L"lc-turinc; industr·y from Third 

~0rld :ndustrialisat10n. 

~.4 Export creation and export diversion effects 

ThP extent to which Finnish industry may obtain a net benefit by 

the growth of LDC demand depends to a large degree on whether it 

will create new production or merely change the direction of 

trade. This may be illustrated by utilising the concepts of 

tradr creation and trade diversion presf'nted earlier (s(:e pp. 

:.".~-11, 1 ). In this context the former 

expansion of foreign trade due to c 

production, whereas the latter refers to 

export destination by another. 

concept refers to an 

growth of domestic 

a replacement of one 

The operational isat ion cf trade (export) creation is conducted 

by exam l n t ng changes t n the export shares of domestic output 

during a certain period. A positive export creation takes place 

only when the share of a certain exp~rt destination in domestic 

production increases together with a 1rowth of total exports in 

dc:nestic production. Similarly, a negative export creation 

refers to a situation in which both ::>f th€'se variables decline 

at the same time. The trade (export) diversion indicator, on the 

other hand, is determined by changes in an export destination's 

share of total exports. Moreover, this trade diversion is 

emphasised when in domestic produc:ion the share of total 

exports shifts in an opposite direction than the export 

destination's share. This emphasis does not, however, indicate 

differences in quantities, but rather in the qualitative 

strength of the trade diversion effect i~ question. Table 35 on 

page 162 offers a framework for the determination of export 

creation and export diversion effects. It is only necessary to 

substitute the terms export for import and domestic production 

for domestic consumption. The results concerning changes in the 

Finnish export structure with respect to the major regions are 

presented in Table 53. 
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T3ble 53- Trade (export) creation and trade (export) diver.Jion effects in Finnish 
export.3 by branches during the period 1970 - 1981 by irajor regions 

!:Abv~r-:ntens:ve intenr:ediates 

leather prds 
rubber prds 
i.:ooe :r:nfs 
text:.ies 
ncn-~etal lT'ineral prd~ 

Subtotal 

export 
creation 

+ 
+ 

+ 

Ca;:':tal-intensive intern:ediates 

cherr:icals + 

pdp 
~.aper 

iron and steel 

Subtotal 

Cor.surr:er goods 

pharrr.aceutical5 
fL:rniture 
clothing 
footWlear 
instn.;n:ents 
~isc. light wnfs 

Subtotal 

Ca;:-ital goods 

be.sic rr:etal prds 
industrial ~.achinery 
corr:puting lT'.acLinery 
tele, TV, radio appar. 
electrical rr:.achinery 
transport equiprr:ent 

Subtotal 

Total rr:~nufactures 

sawn wood 
non-ferrous ~etals 

Total trade 

+ 
+ 

+ 
+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

socs 
export export 
diversion creation 

+ 

+ 

+ 
+ 

+ 

+ 

+ 

+ 
+ 
+ 

+ 

+ 
+ 

+ 

+ 
+ 

+ 

+ 

+ 

+ 

+ 

LDCs 
ex!XJrt export 
diversion creation 

+ 

++ 

+ 

+ 

+ 

+ 

++ 
+ 

++ 

+ 
+ 
+ 

+ 

+ 
+ 

+ 

+ 

++ 

++ 
+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

ex;:;ort 
di ':er-si0n 

+ 
+ 

++ 

+ 

+ 

+ 

+ 

+ 
+ 

++ 

+ 

+ 

+ 

++ 

++ 

+ 

+ 

+ 

++ 

+ 

Note: See the dete~-inination of trade creation and trade diversion effecLs in Table 35. 
The data of export shares in domestic output is in Appendix Table 8 and the data 
on export shares by majos regions is based on Appendix Table 3. 



C\.~crall µ ... 1~tpr·~ !..S f .. iirly clear. Durina the p~riod ~f 1Q70 to 

tn Finntsh manufactured gross 

production increased from 35.7 ?er cent to 40.5 per cent, 

indicating an overall export creation effect. This growth was 

primarily due to a rise in trade with sccialist countries, but 

partly also due to growth of exports to LDCs. The share of I.DC 

exports i:i•:::reased from 2.6 per cent te> 4.n pPr cPnt of 

manufactured gross output between 1970 and 1981. 

The relative significance of the socialist country and LDC 

markets for Finnish manufactured exports also increased due to 

the trade diversion effect. The share of manufactured exports to 

DMEs in total exports declined in favour of increased exports to 

socialist countries and LDCs (see Table 54). Al 1 major 

industrial branches followed this general pattern, 

indicated in Table 53. 

Table 54. Olanges in export shares of nufactures in Finland by 
rrajor regions, 1970 - 198 l (per cent) 

3s is 

Exports to ~.nf gross 
outeut 

Sb.are of total rr.nf 
exports 

[X-18; 

SOC::> 
LDCs 

Total 

26.6 
6.4 
2.6 

35.7 

Sources: Appendix Tables 3 and 7. 

22.3 
9.2 
2.3 

33.8 

24.4 
12.0 
4.0 

40.5 

1 970 1 97=b~-1-=9,.,..,8"71 

74.6 
18.0 
7.4 

100.0 

65.9 
27.3 
6.9 

100 .0 

60.4 
29.8 
9.8 

100.0 

As far as manufactured trade with LDCs is concerned, the growth 

of exports in the dominant branches - namely, within the forest 

industry - has primarily been the result of a diversion of DME 

trade rather than from the effects of t~ade creation. A similar 

pattern is al so observed in export growth of paper and wood 

products to socialist countries. Hence, this seems to indicate 
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that the LDC and socialist country markets set·ve primarily as 

auxiliary market outlets for the traditional dominant export 

product1n~ of Finland. nut chemicals, industrial machinery and 

electrical machinery enjoyed - as did other relativ~ly importar.t 

LDC export branches - both export diversion and export creation 

effects, although on a very limited quantitative scale. 

Altogether, the above observations suggest two major 

conclusions. First, as far as DMEs as a whole are concerned, 

Third World industrialisation is tJOtentially complementary to 

the extent that it raises demand for DME exports. The new demand 

for manufactures tends to be concentrated in technically 

advanced sectors with a high value-added content, which are 

typically within the capital goods industries. These are 

sectors, however, which the competitiveness of semi-peripheral 

economies has not been primarily based on. Hence, expanding LDC 

demand for manufactures has not offered a significant new market 

outlet for their exports. Finland is also ranking very low among 

the DMEs as far as the magnitude of its manufactured trade with 

LDCs is concerned. Moreover, the geographical pattern of its 

exports is not focused on the most rapidly industrialising LDCs, 

but rather on oil producing countries and some large semi

industrial ised economies. 

Secondly, Third World industrialisation via import substitution 

is potentially competitive for DME exports in LDC markets. First 

1nd foremost, the export penetration poten~;~i of semi

peripheral economies tends to be squeezed by import substitution 

effects. This is because the first steps in the Third World 

industrialisation are typically concentrated on products semi

peripheral economies are mainly supplying. Nevertheless, this 

does not necessarily imply any significant market losses for the 

semi-peripheral economies, because their LDC market penetration 

shares have been quite marginal thro~ghout and, moreover, based 

on supplementary types of activities. 

LDC industrialisation may, instead, cause a major threat in the 

third country markets namely, in the traditional export 

markets of semi-peripheral economies. The LDCs are increasingly 
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capable of providir:g ,llternative sources of supply in those 

manufact'..ir·1ng c;c ... -tors upon which the relative industrial 

competitiveness and specialisation of semi-periphPral economies 

have trauitionally been based. This problem will be investigated 

in a more detailed way in the following chapter. 
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Chapter ; 

LDC COMP:.'fITION IN THIRD MARKETS 

The emerging international division of industrial labour 

resulting from the outward-oriented industrialisa~1on process in 

the Third World creates various types of adjustment con~t~aints 

in the international economy. For a developed country, new 

competition in manufactured trade is not only experienced in 

terms of increased import penetration, but al so in terms of 

intensified export competitior.. Obviously, the nature and scope 

of this potential threat is subject to the specific competitive 

characteristics of each individual country. The major 

determinunts in this respect are the physical size of a country, 

its available factor endowments, the level of the development of 

production forces, the pattern of international specialisation 

as well as the general policy orientation. The higher the degree 

of openness in the economy and the less diversified by 

composition •nd by de st inat ion its export structure is, the 

greater the disruptive potential of expanding manufactured 

exports from the Third World. 

1.1 Competition in traditional export markets 

Around 60 per cent of TJC manufactured exports go to DMEs. The 

share of Finnish exp rts de~tinated for DME markets is roughly 

similar. The core economies ar~, hence, representing the major 

market outlet for both Finland and LDCs as far as their 

manufactured exports are concerned. 1 Moreover, in both cases 

these exports comprise quite a narrow range of manufactures, and 

thus the economies are quite sensitive to competition. These 

facts, as such, do not necessarily imply that Finnish exports 

are threatened by LDC competition. To draw any conclusions in 

this respect, one should examine more closely the commodity 

composition of the respective export flows. 

Forest products have overwhelmingly dominated Finnish 

manufactured exports to DMEs, accounting for about 52 per cent 

of the total in 1981. The forest industry has traditionally been 
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Table 55. Finnish coa;>etitiveness in manufactured trade \lith IliEs, 1981 

Trade balance Trade ratio Export Share in tota~ 
(!ct.Lmk) 1970 1981 perfonrance exports to 

ratio in total Il1Es 
exports* 

Trade surplus 
paper 8 149. 1 94.0 90.4 990.7 22.3 
(sawn wood) 3 671.0 92.5 95.5 939-3 9.8 
pul;:: 2 567.3 98.9 93-7 786.3 6.9 
clothing 1 403.6 40.9 56.5 280.2 5. 1 
wood rnfs 1 256.9 87.ll 81.9 708. 1 3.6 
(non ferrous r:r:etals) 824.3 11.2 35 .1 164.7 4. 1 
furniture 277.9 32.2 50.5 136.0 1.1 
iron and steel 117 .7 -44.2 3.5 107.5 4 .6 
Trade deficit 

footwear -22.9 22.5 -5.6 77.0 0.5 
leather prds -146.5 -47.4 -43.0 70.0 0.3 
non !!!etal ll!ineral prds -197 .4 -40.2 -18.9 50.3 1. 1 
rr..isc . light C!!nfs -213.7 -31.6 -8.5 85.3 3.0 
tele, TV, radio appar. -230.4 -28.0 -15.4 63. 1 1.6 
rubber prds -383.4 -74.1 -62. 1 34.5 0.3 
basic rr.etals -626.2 -45.3 -33. 1 68.8 1.6 
phar:r.aceuticals -708.0 -83.8 -69.8 25.6 0.4 
powerg"'n . ir.achinery -712.4 -79.0 -61 .8 22.8 0.6 
instrurr:-ents -1 022.0 -88.3 -62.2 25.3 o.8 
coa:puting machinery -1 060.0 -93.2 -82.6 10 .2 0.3 
passenger vehicles -1 124.2 -85.8 -64 .1 12.8 0.8 
electrical ~chinery -1 404.3 -66.9 -52.4 43.2 1.7 
textiles -1 535.6 -58.6 -59.9 43.7 1.3 
transport equipir.ent -1 626.0 -54 .1 -32.4 58.6 4 .4 
chea:icals -2 564.6 -64.0 -46.7 47.2 3.8 
industrial a:achinery -3 025.3 -55.5 -34.8 83.~ 7.4 
Total ~.anuractured trade -2 830.4 -11.9 -4.8 103.9 73.4 

• Note: See the definition of export performance ratio in Table 52. In this table 
it represents a ratio between a share of certain colTlllOdity group in Finnish 
total exports and the corresponding DECO share. 

Sources: Appendix Tables 3 and 4. 

the dominant export sector and tne corner stone of Finnish 

industrialisation. Its past expansion has been detP.rmined by the 

steady demand growth in the core economies. The only other 

lon9-standin9 trade sur~lus sector in Finnish manufactured trade 

with DMEs has been garmtnts (clothing and footwear), if non-
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~-t~rr<:)US metals are excluded as manufactures. The relative 

1 rn " r n a t i on a l s t r P n g t h o r w E' a k n <' s s o f a n i n du s t r y l s t n d i c at t~ d 

:-iere by using trade balance f igurPs. Table 55 is accordingly 

arranged in rank order of the trade balance. It highlights the 

relative competitiveness of each manufacturing branch in Finnish 

trade with DMEs. 

It is particularly noteworthy that while the relative strength 

of the forest industry in the DME markets measured by the 

trade ratio indicator - has declined, the competitiveness of the 

clothing industry has, by contrast, significantly ~mproved. 

During the last few years al so iron and steel product ion has 

emerged as a net export sector in trade with DMEs. All other 

manufacturing branches incur a trade deficit. 

1.1.l The Finnish and LDC export pattern~ compared 

The export performance ratio presented in Table 58 - measuring 

the Finnish performance in relation to the OECD average 

expresses the deep divergence between the export and import 

sector - hence, the high degree of specialisation in Finnish 

trade relations with core economies. Moreover, it is interesting 

to note that among the trade deficit branches the highest 

relative export performnnce is shown in industries like 

footwear, leather products and miscellaneous light manufactures. 

The patte1n is thus fairly clear. Finr.1sh comparative advantages 

in relation to DMEs are manifested in industries producing 

either standardised, resource-based intermediates (forest 

industry, non-ferrous metals, iron and steel) or low-skilled, 

labour-intensive manufactures (clothing, footwear, miscellaneous 

light manufactures). 

This type of manufactured export pattern is distin~tly similar 

to that of peripheral industrial isers in the Thi>::d World. The 

rank order of dominant sectors varies, but the structural 

parallelism is marked. In LDC manufactured exports to DMEs, the 

posit ion of the clothing and textile industries is paramount, 

accounting alone for around a third of the total. If 

miscellaneous light manufactures, leather products and footwear 
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are included, these traditional LDC export sect~-.rs comprise 

nearly half of tne total. The 0ther s1gnificant group nf LDC 

manufactured export prod-ucts comprises some light engineering 

goods within the branches of instruments and electrical 

machLnery, accounting for over twenty per cer.t of the total LDC 

manufactured exports. A third major group of export industries 

Table 56. RCA indices of aajor regions and Finland in !IBllufactured trade 
with OEXl> area, 1981 

Labour-inten3ive intermediates 

leather prds 
rubber prds 
wood rr:nfs 
textiles 
non-rr:etal rr:ineral prds 

Subtotal 

Capital-intensive interrr:ediates 

cherr:icals 
pulp 
'.)aper 
iron and steel 

Finland 

-40. 1 
-60.2 
82.7 

-57.9 
-14.8 

-12.~ 

JM Es 

2.6 
-1.6 
0. 1 
2.2 

-6.8 
-1.4 

socs 

-14.5 
-17. 7 
47.3 

-11.2 
43.4 

10.8 

LDCs 

48.8 
-36.6 
55.6 
24.2 
10. 1 

20.7 

-44.0 -0.9 7 .6 -47 .6 
94.0 -2.4 2.0 3.4 
90 . 8 - 1. 8 -51. 2 -6 7 . 1 
7.~ -0.4 -28.7 -45.6 

~~~~~~~~~~~~~~~~~~~~~-~~~~~~~~ 

Subtotal 

_Const.:rr:er goods 

pharrr.aceu ti ca ls 
furniture 
cloth mg 
f oot"1ear 
ins tr-vrr:en ts 
passenger vehicles 
misc. light :"'nf5 

Subtotal 

Capital goods 

basic ~etal prds 
power gen.~.achinery 
industrial rrzchinery 
cocr.puting ~.achinery 
tele, TV, radio appar. 
electric3l ~.achinery 
transport equipment 

Subtotal 

Tota~ ~.anufactures 

:Qurc.:: Appendix Table 4. 

42.8 -1.0 -6.9 -46.5 

-68 .3 
52.8 
58.5 
-0.9 

-60 .3 
-62.3 
-1.9 
-9.3 

-29.8 
-59.9 
-31.5 
-81.7 
- '11 • 1 
-50.0 
-2-i.O 

-36 .0 
0.0 

0.6 
-1. 7 
-3.8 
-2.3 
0.7 
1.0 

-3.6 
-0.7 

-0.4 
1.0 
2.7 

-0.3 
4.2 

-1.9 
2.7 
1.6 

-n.o 

-63.3 
79.2 
51.4 
35.9 

-46. 1 
74.3 
26.0 

30.3 

-0.8 
26. 1 

-51.2 
-53.2 
-10 .3 
-18.5 
-30.9 

-33.2 
0.0 

-56.7 
14.6 
82.7 
80.2 

-11 .2 
-01 .6 
34.5 
29.7 

-32.2 
-60.0 
-83.9 

5.5 
15.2 
7.6 

-79.7 
-43.0 

0.0 
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~cmpr1s1nq about ten oer cent of the LDC 

In fact, tr. LDC trad~ with Or-1Es, 

the .~ n ; v t r ad e s u r :J l t: s sect ors ir. manufacture: besides 

clothing, fcctwear and leather products - havP bPen sawn wood 

and wood manufactJres as well as non-ferrous metals. With these 

types of standardised, resource-based or low-skilled, la~our

intensive manufactures, the LDCs have bee~ able tc improve their 

global market shares significantly in recent years. 

The similarity ir the pattern of external competitiveness 

between Finland and LDCs is clearly illustrated in Tables 56 aud 

57. The relative competitiveness is measured bv the revealed 

comparative advantage (RCA} ir1dicator, which is def 1ned on pages 

71-7:2 The results show, first of al 1, a high sectoral 

concentration of RCA indices - and, hence, a high specialisation 

- in both Finnish and LDC manufactured tra-:le with DMEs. On the 

contrary, trade among DMEs is of a distinctly more intra

industry type, and thus the variations cf the RCA figures are 

relativelv low. 

Moreover, the RCA-position of Finland is rather similar to the 

pattern of the competitiveness of LDC trade witt DMEs, as might 

be expected from the observations made earlier. In contrast t;) 

that, the sectoral characteristic of Finnish manufactured trade 

diverges ostensibly from the normal pattern of industrial 

specialisation among DMEs. This feature is emphasised by the 

correlation matrix in Table 57, in wnich the sectoral RCA 

indices of the major regions and of Finland are correlated to 

each o:her. 

The table reveals that the Finnish RCA-position in manufactured 

trade with DMEs correlates positively to that of the LDCs and of 

the socialist countries, while it has a negative correlation 

with the corresponding RCA indices of the DMEs. This contrast 

highlights the semi-peripheral position of Finland in the 

international division of industrial labour. 
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Table 57. Simple correlation coefficieuts of RCA indices of major regions 
in trade with the OEX:D area by mnu.facturi.ng branches, 1981 

:~·=J F:.nland DMEs socs LiJCs 
:ra(!e ·.._-:.:h 
-· ~ . 1.000 -0.362 0.329 0.333 :- :.n..i..an.J 
i:l-'.t:.s -0.362 1.000 -0.391 -0.340 
SC(.s 0.329 -0.391 1.000 0.403 
::...8Cs 0.333 -0.340 0.403 1 .000 

SGurce: Table c;, 
~O. 

In trade between Fir.land and core economies the division of 

labour is predominantly complementary in nature. By contrast, 

Finnish trade tends to be structurally competitive with LDC and 

socialist country manufactured trade in the OECD area, which 

reflects their similar type of position in the international 

division of labour. This observ~tion suggests that for Finland 

the LDC manufactured export expansion may create adverse 

consequences tn the traditional export market::;. 

vulnerability is particularly accentuated since Finland, 

This 

like 

other semi-peripheral economies, has a high degree of country as 

well as commodity concentration in its exports. 

s.1.2 Changes in export performance 

Finl and' s performance under the c.hang i ng conditions of world 

trade can be examined from a number of different viewpoints. 

Here a calculation of market shares is used. 2 It provides a 

quite clear and simple means of assessing how the above 

described qualitative similarities in the Finnish and LDC 

competitive position are reflPcted in their actual export 

performance. 

Changes in market shares may be due to several factors. Relative 

competitiveness is affected by production costs and the 

consequent product pr ices as wel 1 as several non-pr ice factors 

such a!: product quality and differentiation, market promotion 

and payment arrangements. '!'he importance of pr ice factors in 

determining competitivenr.ss varies according to the product 
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type. Far standardisPd mass-~roduced ioods - typically suppliPd 

by ;wr ipheral ,,connmies r;-:-lative 

product :on costs and thP subsequent pr ices pr imar i 1 y af feet 

c0mpet1t1veness, since they ar'-' typil·ally price tak~'r·s in the 

world markets. Moreover, expo~t performance and the consequent 

market share changes may also be affected by factors other than 

competitiveness, such as shifts in market conditions or 

institutional factors. For example, market shares may be changed 

due to preferential trade arrangements. 

The cal cul at ion of market sharf"'s summarises the net e f feet of 

these various determinants of export performance taking into 

dccount all the above mentioned influences. IL is used here as a 

simple statistical measure to compare mutual variations in 

export performances between competing countries or country 

groups. No detailed analysis is made to assess why shifts in 

competitiveness have taken place, but rather the aim is to 

illustrate what has happened as well as who benefits at whose 

cost. Obviously, the market share comparison is based on a 

simplifying assumption that all trade classified according to 

each branch category includes perfect 3ubstitutes regardless of 

origin. This is, however, quite a doubtful assumption, since LDC 

exports in particular may not represent a competing supply in 

many cases. 

In the fol lowing, changes in market shares are measured with 

respect to trade with DMEs, which form the dominant export 

market outlet for both Finland and LDCs. An increase in market 

shares means that the competitiveness of Finnish exports 

strengthens with regard to the competing countries, and the loss 

of shares that relative competitiveness weakens. 

Fi~nish expor~s accounted for one per cent of the total value of 

the manufactured imports of the OECD region in 1981. Only in the 

net export sectors - the forest industry and clothing - was the 

relative market share above average, reaching a share of ten per 

cent in the p~oer industry as indicated in Table 61. Finland's 

largest overall market share in manufactures is in Sweden, being 

8.0 per cent in 1981. The corresponding figures for Norway, 
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Table 58. Harlcet shares in Ofll) imports, 1981 (per cent) 

Change in mrket shares , 
t-tl.rket shares 1970-81 

F'inland J:liEs socs LDCs Finland lliEs socs LDCs 

Labour-intensive intenr.ediates 

l·::ather prds 0.5 69.0 1.4 29. 1 0. 1 -6.0 -0.7 6.6 
n:bber prds 0.4 92.7 1.0 5.9 0.0 -5.1 0.3 4.8 
wood ir.nfs 5.6 63.3 2.5 28.7 -2.9 -1.3 -0.8 5.0 
textiles 0.4 76.7 1.7 ?1.2 -0.1 -8.6 0.0 8.6 
non-rretal ltineral prds 0.4 85.0 2.5 12.0 0. 1 -4.3 -0.0 4.2 

Subtotal 0.9 79.7 1.9 17.6 :.0.3 -5.3 -0.0 5.6 
Caeital-intensive intermediates 

chelticals 0.5 91.9 3.2 4.5 0.2 -1.1 0.7 0. 1 
pulp 7.9 84.9 1.7 5.4 -3.4 -1.7 0.5 4.6 
paper 11. 1 86. 1 0.9 1.9 -1.3 -0.4 0 .1 1.5 
iron and steel 1.1 89.0 2.9 1.0 0.4 -3.8 -1.1 4.5 
&lb total 2.6 89.8 2.1 4.9 -0.3 -1.7 -0.0 2.0 
ConsUiter goods 

phanraceuticals 0.3 94.4 0.6 4.7 0 .1 1.1 -0.5 -0.7 
furniture 1.3 81.0 5.9 li.9 -0.0 -10.3 1.4 8.9 
clothing 1.5 ·47 .1 3.0 48.4 -0.2 -23.6 0.5 23.3 
footwear 0.5 59.8 2 •. 8 36.9 -0.4 -26 .1 0 .1 26.5 
instrwr.ents 0.2 91.0 0.4 8.3 0.2 -6.9 -0.4 7. 1 
pa5senger vehicles 0. 1 98.4 0.1 0.8 0 .1 -1.2 0.4 0.7 
r:r.isc. light ll!rlfs 0.7 77. 1 1.2 21. 1 0.2 -9. 1 -0.3 9.2 
Subtotal 0.6 80.5 1.5 17 .4 0.1 .9 .6 0.2 9-3 
Capital goods 

basic n:etal prds 0.7 88.2 1.4 9-1 0. 1 -7.7 0. 1 7.4 
power gen.machinery 0.3 92.9 1.3 5.6 0.2 -5.2 0.9 4.2 
industrial machinery 0.9 95.4 1.3 2.5 0.3 -2.4 -0.1 2.2 
c~puting !12Chinery 0. 1 94.7 0.2 5.0 0. 1 -2.8 -0.1 2.8 
tele, TV, radio appar. 0.5 11.0 0.3 22.2 -0.2 -13.4 -0.1 13.7 
electrical ir.achinery 0.4 81.4 0.8 17 .4 0. 1 -13.7 -0.0 13.7 
transport eguiement 0.5 95.8 0.7 3. 1 -0.0 -2.2 -0.2 2.4 
&lb total 0.6 90.1 0.9 7.8 0 .1 -6.0 -0.1 6.0 
Total iranufactures 1.0 86.5 1.6 10.9 -0. 1 -6.0 -0.0 6. 1 
agricultural prds 0. 1 68.4 1.6 29.8 -0.1 6.2 -1.8 -4.4 
sawn wood 5.8 58.2 10.0 26.0 0.2 5.6 -4.5 -1.3 
non-ferrous metals 1.1 71.1 3.4 24.4 0.5 8.6 -0.5 -8.6 
other raw materials 0.8 65.8 2.6 30.8 0.4 3.4 -0.2 -3.6 
fuels 0.2 23.9 6.0 10.0 0.1 -5.4 0.6 4.7 
.&ibtotal 0.4 41.2 4.7 53.7 -0. 1 -12.7 1.1 11.7 
SITC 9 0.3 79.0 1.0 19.7 0. l -6.4 -0.8 1.2 
Total trade 0.7 65.1 3.0 31. l -0.1 -l l .O 0.3 10.9 

Source: Appendix Table 4. 
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Denmark and the United Kingdom were 5.6 µer cent, 3.6 per CE t 

and 1.9 per cent, respectively. In the ~anufactured imports of 

other DMEs, Finnish exports account for less than one per cent, 

except fo~ West Germany where the share was 1.1 per cent. 

Country-by-country developments during the 1970's indicate that, 

although Finnish market shares increased quite substantially in 

the Scandinavian countries, they declined in all the other major 

DMEs, with the exception of Japan. 

Altogether, in the 1970's Finnish exports to the OECD market 

area increased at a slightly slower rate than total OECD 

manufactured i1.~orts, and this was reflected in losses of total 

market shares. The losses were ~ttributable almost exclusively 

to the product groups of the forest industries. The paper 

industry suffered a market share loss of l. 3 per cent, wood 

products 2.9 per cent and the pulp industry 3.4 per cent. The 

other significant losers were clothing and footwear, the latter 

suffering in relative terms the greatest sectoral loss. Finnish 

footwear export to the OECD area fell to about half of the level 

it had had ten years earlier, i.e. its market share declined 

from 0.9 per cent in 1970 to 0.5 per cent in 1981 (see Table 

58). The greatest growth in market shares in the past decade was 

recorded for non-ferrous metals, iron and steel, as well as 

industrial machinery. The other manufacturing sectors succeeded, 

by and large, in maintaining their relative position in the OECD 

markets. 

There are several major factors affecting Finland's overall 
.., 

export performance and the relative losses in market shares.-' 

First, the regional concentration of Finnish trade relations has 

made it difficult to keep pace ~ith developments in world trade. 

This is. because economic growth in the major destinations of 

Finnish exports, notably the United Kingdom and the Scandinavian 

countr-ies, has been distinctly weaker than growth in DMEs in 

general during the 1 ast two decades. The replacement of the 

slowly expanding British market with the equally slowly growing 

markets of the Scandinavian countries has not improved the 

situation in this respect. 
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Second, the lack af diversification in the comm~dity composition 

of Finnish ~"'xports has also prc>vented the full utilisation of 

tht> expans ior. in markets, since the external demand for major 

F1nn1sh export products has grown more slowly than the average. 

Moreover, the undiversified commodity structure tends to 

strengthen the effects of international cyclical fluctuations on 

the economy. Negative effects have not been fully offset by the 

positive ones over the course of business cycles; hence, the 

total impact of the commodity structure has been negative in the 

longer term. The gradual diversification in the commodity 

composition of exports during the 1970's has, 

reduced the effect of the negative structural 

however, slightly 
4 factor. 

Third, the loss of market shares is also due to stronger 

competition in the traditional export markets of major Finnish 

export products. In particular, ne~ suppliers in the Third World 

have gained ground in the markets of the OECD area. 

5.1.3 Market losses due to LDC competition 

Some eleven per cent of OECD manufactured imports o ... :iginated 

from LDCs in 1981. By sectors the greatest LDC market shares 

were recorded in clothing and footwear, accounting for 48.4 per 

cent and 36.9 per cent, respectively (Table 58). The second 

group of LDC export industries that have performed well in the 

OECD markets includes leather products, miscellaneous 

manufactures, textiles, wood manufactures, sawn wood, non

ferrous metals 3S well as electrical machinery, which each cover 

a market share of between 20 and 30 per cent. In all other 

manufacturing sectors LDC shares are relatively meagre. 

The rapid expansion of overall LDC market shares in recent years 

is, however, notable. In relative terms it ~ore than doubled 

during a decade, increasing from 4.8 per cent in 1970 to 10.9 

per cent in 1981. Practically in every ma~ufacturing sector LDCs 

were capturing new market shares. Extraordinarily fast growth 

was rccord('d for the footwear and clothing industries, as 

revealed in Table 58. Al so the LDC export performance in the 

electrical machin~ry sectors was impressive. 
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How has this fast penetration of LDC exports affected Finland's 

position in its traditional export markets? The first 

obs~rvation is that in those sectors where Finland has suffered 

losses in the OECD markets, LDCs have been the main conquerors. 

Moreover, the disruptive potential of LDC export performance is 

accentuated by the fact that the major losses for Finland were 

recorded within its traditional key export sectors. In the paper 

industry the Finnish market share loss was 1.3 per cent during 

the 1970's, while LDCs gained a share of 1.5 per cent. In the 

pulp industry the Finnish market share declined 3.4 per cent and 

in wood manufactures 2.9 per cent, while LDCs captured 4.6 per 

ceot and 5.0 per cent, respectively. Similarly, Finnish market 

losses in the footwear and clothing industries are ciearly 

influenced by rapid expansion of LDC market penetration. Also in 

the other sectors in which Finlc:-id suffered losses - name! v, 

textiles as well as telecommunication, TV and radio apparat11s -

LDCs have shown a high market penetration capability. On the 

other hand, in those sectors where Finland has enjoyed its 

fastest growth in market shares during the last decade, the LDC 

performance has been rather modest. 

These structural features in export performance are summarised 

in the following correlation matrices in Tables 59 and 60. In 

the calculation a rank correlation is used. The industrial 

sectors have been organised in order according to the market 

share ratios of each r;ountry group and of Finland in the OECD 

market area. Sawn wood and non-ferrous metals are also included. 

The mutual correlation coefficients are given in Table 59. 

Similarly, the sectors have been put in rank order by the ratios 

of change in ~arket shares between the years 1970 and 1981, and 

the subsequent coefficients are presented in Table 60. 

Table 59 reveals the same phenomena a~ the RCA calculations in 

Table 57: the Finnish manufactured export pattern is rather 

similar to the export patterns of the LDCs and of the socialist 

countries. Their position in the international division of 

industrial labour is parallel; hence, in the comparison of their 

export performance the competitive aspects of the trade are 
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Table 59. Rank correlation coefficients of l-1.nland • s and major 
regions· mrket shares in ()fll) ill:ports by manufacturing 
branches, 1970 and 198 l 

1970 faports 

froo: 

Finland 
Il1Es 
socs 
LDCs 

198 1 Lrroorts 

fron: 

Finland 
CMEs 
socs 
LDCs 

Finland 

1.000 
-0.649 
0.540 
0.256 

Finland 

1.000 
-0.525 
0.642 
0.253 

Sources: Table 58 and Appendix Table 4. 

DMEs socs 

-0.649 0.540 
1.000 -0. 710 

-0.710 1.000 
-0.824 0.658 

DMEs socs 

-0.525 0.642 
1.000 -0.576 

-0.576 1.00G 
-0.916 0.454 

LO Cs 

0.256 
-0.824 
0.658 
1.000 

LOCs 

0.253 
-0.916 
0.454 
1.000 

pronounced. In contrast, the Finnish pattern of international 

specialisation deviates quite distinctly from that of DMEs on 

the average, which is indicated by the negative carrel at ion 

coefficient in Table 59, emphasising complementarity in these 

trade relations. Altogether, these structural features have not 

notably changed during the 1970's, since the coefficient 

ma tr ices from the years 1970 and 1981 reveal quite the same 

pattern. 

Table 60. Rank correlation coefficients of mrket share changes 
of mjor regi.oos during the period of 1970-1981 in OEXl> 
imports by aewf acturi.ng branches 

Market share 
change by Finland LMF.s socs 

fin land 1.000 0.276 -0.334 
r:t-1F.s 0.276 1.000 -0.283 
socs -0.334 -0.283 1.000 
LDCs -0.452 -0.947 0.210 

Sources: Table 58 and Appendix Table 4. 

LDCs 

-0.452 
-0.947 
0.210 
1.000 
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interesting situation. 

Finnish markPt share 
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the correlation caiculation shows a very 

There is a negative correlation between 

changes and that of the LDCs. Hence, 

Finland has tended to lose market shares, particularly in those 

industrial se::-tors in which LDCs and also socialist countries 

have gained - and vice versa. In fact, in terms of sectoral 

market share changes, socialist countries and LDCs have had a 

quite similar pattern Finn; sh experiences have, instead, be~n 
• closer to the general patcern among DMEs. 

Nevertheless, a major difference exis~s between Finland and the 

core economies, and this is also reflected in their subsequent 

adjustment constraints. For core economies, LDC market 

penetrat:on is predominantly complementary because the new 

supply of manufactured goods is not concentrated in those 

industrial sectors in which their competitive position is 

strongest. This is well highlighted by comparing Tables 59 and 

60. There are strong negative carrel at ions both in terms of 

market shdres of DMEs vis-i-vis LDCs and in terms of changes in 

market shares. This implies that, while LDCs have captured 

markets in those industrial sectors 

these are not the leading export 

in which DMEs have lost, 

sectors for the latter. 

Moreover, in the core economies the potential adaptability to 

trade-related competitive shifts is high, because of their 

diversified industrial structure and high innovative capability. 

The situation is quite the opposite in semi-peripheral 

economies. For them, as for Finland, LDC export expansion in 

manufactures creates a strong potential competitive pressure. 

They are losing market shares to LDCs, particularly in those 

sectors on which their relative industrial competitiveness and 

specialisation traditionally has been based. Hence, the new 

supply of manufactures in world markets has the potential to 

undermine the basis of their industrialisation. Therefore, 

semi-peripheral economies seem to be more vulnerable than core 

ones to the increasing export competition due to Third World 

industrialisation. 
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These adverse effects are accentuated by the fact that the 

:ndustrialisation in the semi-peripheral economies has been 

precominantly dependent on changing market conditions in the 

core economies. Furthermore, in the former, the rig id 

undiversified production structure and limited capacity to 

innovate will jeopardise and even hamper elastic reallocation of 

resources and ef feet i ve adjustment policies. Their dominant 

ir.dustries are not in the most innovative sectors that lead 

technological development. Instead, they are characterised by a 

high degree of product standardisation and limited skill 

requirements. The products are mainly semi-processed 

manufactures or simple consumer goods, which sell primarily on 

the basis of their price rather than their qualities or product 

differentiation. Moreover, for these products the income 

elasticity of world demand is fairly low. Therefore, the overall 

competitive position of semi-peripheral economies in the core 

markets has gradually weakened, and their position is being 

aggravated further by the expanding low-cost manu(actured trade 

from LDCs. 5 

Al though the market share figures and carrel at ion cal cul at ions 

do not illuminate any causal relationships, one may conclude 

that in the Finnish case, too, the above measured market losses 

are partly due to increased LDC export competition. It is not 

possible, however, to quantify exactly to what extent the LDC 

market penetration has occured at the expense of Finnish 

exports. In order to illuminate further the disruptive potential 

of LDC export competition, an attempt is made in the following 

to examine more closely the adjustment constraints of the two 

net export sectors of Finland, 

industry. 

5.2 Clothing and footwear exports 

S.2.1 World leading exporters 

i.e. garments and the forest 

LDC exports of clothing and footwear have recorded an 

extraordinary success, particularly over the last decade in the 

wor 1 d market. These products account for a major share of the 
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manufactured exports from LDCs and have typically played ~ key 

role in the ·-~arly stages of industrialisation and of export 

diversification. Subsequently, clothing and footwear represent 

the classic examples of the competition by peripheral 

industrialisers in the markets of core economies with the 

subsequent structural adjustment problems. 6 

In most DMEs, on the other hand, the clothing and footwear 

industries represent only a relatively minor part of total 

manufacturing production, and even a smaller share of their 

exports. The notable exception~, in this respect, are the 

European semi-peripheral economies. 

There is a consistent pattern 

labour among DMEs. Within the 

of international 

OECD area only 

division of 

the southern 

European countries (Italy, Spain, Portugal, Greece, Turkey and 

Yugoslavia) and Finland have recorded a surplus in their 

clothing and footwear trade (with the exception of Au~tria's 

small surplus in footwear). Hence, the semi-peripheral economies 

have exhibited comparative advantages in these mature labour

intens i ve industries vis-a-vis the core economies. 

Finland is a good example. Besides forest products, its only 

other clear-cut manufacturing export sectors have been clothing 

and footwear, in which domestic production surpasses total 

domestic consumption. In fact, Finland ranked twelfth among the 

world exporters of footwear and thirteenth in clothing in 1981. 

In clothing Finland has specialised to a considerable degree in 

specific sub-industries. ·rhe production has particularly 

concentrated on both men's and women's overwears. On a product 

basis, Finland does best in men's suits and jackets and women's 

coats, jackets and dresses, while ranking among the five leading 

world exporters of these products (see Table 61). 
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Table 61. L!'adlnp; export.l!n in clothi~ ard root .... ..ar :5Ubindu.,tr1es in which Fimbh competitive po:sition 
is relatively hi,pest, 1981 (per cent share or total ll'Arl<et economy exports) 

'1.-r; ~ -...... =··~~-,: ..... _ c.,;·2} W.~n s 0verwfl'ar {843) Overwear knit (845) Foot..,ear lPather ( 8" w.·) 

r• ... ~:,;:: ~:,..,r-..- :6.9 flf\np; Knng 23.5 Italy 25.5 Italy 13.9 
~.-.;;f;: ~: ··r'"1 l'i.9 ilPst Germany 12 .0 lbnp; Kong 18.7 South K0f"P.J: 11. 9 
['_., l ;· 11!.l Italy 11 .] South Korea 10.7 Yugoslavia 7.2 
?--..:,:·1'."C 7.) France 10.5 W.-st Germany 8.5 Brazil 7.0 

6.8 .,.,,t · ;,.-.~'!:.1n:; 7.4 c-<Juth Kor" a 8.8 Uni lPtl Kingdom 7.4 Sp.•in 
tlrH t'"'·1 ;:'""'"'"" 5.4 UnitPd Kinp;d.om 7.1 Fr:rnc,. ').4 Franc~ c;. l 
Fr:u1•~,,. 5.0 Finland ].3 Uni led States 3.8 We,;t G"nnany 11.1 

F1nl:rn.1 li .3 Neth .. rlands 2.9 Finland 2.li Austria J.2 
Urn tf'd ~t.'ltes ].4 Belgium 2.7 Greece 1.8 Uni tl'd Kingdom 2.9 
N<"lherl'lnds 3.1 Malta 2.1 Netherlands 1.8 Finland 2.2 

Suits cs1122 > Coots and jackets (8431) Women dresses (8452) 

Italy 21.6 S<Juth Kor!'a 22.4 West Germany 25.1 
:;1uth Y.or~a 20.4 ;i..st Germany 17 .0 United Kingdom 11.5 
~st G'!'rm.1ny 16.2 lbng Kong 13.4 Hong Kong 10.8 
Finl<4nd 7.8 Finland 9.1 France 10.5 
France 6.5 United Kingdom 8.4 Finl<4nd 8.5 

Jackets, Dlazers (8424) 

~nulh Knrea 42 .9 
ft:mg Kong 12 .2 
Finland 9.6 
West. Genn.1ny 6. 3 
Italy 5 .6 

Source: Yearbook of International Trade Statistics, 1983. 

In general, the principal world exporters of clothing today are 

from the Far East. Hong Kong is the leading exporter, followed 

by Italy, South Korf'il and Taiwan ProvincC'. Clothing exports from LDCs by 

products are quite diversified, although their strongest 

dominance is in simple, inexpensive types of mass-produced 

goods, such as shirts, blouses, jerseys and underwear. In 

footwear, the world's largest exporter in recent years has been 

Italy, 

Spain. 

followed by T;iiwan Provincf', South KorC'a, Brazil, YugosLwia and 

LDCs have emerged as major suppliers of clothing and footwear, 

particularly during the past two decades. Nevertheless, LDC 

clothing exports have a rather long standing. In di a, Japan and 

China were becoming strong exporters of cotton cloth already in 

the interwar. period, but this was interrupted by the spread of 

protectionism in the 1930's and by the Second World War. In the 

19 50' s Japan and In di a re-emerged as strong exporters, to be 

joined by Hong Kong, which had inherited textile and clothing 

entrepreneurs f 1 ee ino from the Chinese mainland. To be sure, 

still today LDC clothing and footwear exports are heavily 

concentrated in a small number of Far Eastern countries. 
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In clothing exports Hong Kong, South Korea and Taiwan Ptovince alone 

accounted for 66 per cent of the LDC total and tcgether with 

China and India their share was some 78 per cent in 1981. The 

concentration of LDC footwear exports is even higher, since only 

three leaders (Taiwan Province, South Korea and Brazil) accounted for ~2 

per cent of the total. Nevertheless, the growth rates of several 

other LDCs have been quite high during the 1970's, but their 

starting level has been so low that the shares of individ~al 

countries have still remained rather small. 7 The continuation of 

such rates could, of course, lead in the future to further 

change in the geographical composition of trade in favour of 

Third Wor~d producers. 

5.2.2 Characteristics of clothing and footwear industries 

The technology of both the clothing and footwear ~ndustries is 

generally standardised and universally readily available. Most 

technological innovations are, obviously, carried out in the 

core economies, but new product ion technology that increases 

productivity or 

product quality 

saves energy and raw materials or 

is fairly quickly diffused to all 

improves 

producer 

countries. Hence, no single produce~ may enjoy any significant 

technological advantages over a long term. Also the overall pace 

of technical progress has been very sluggish in these industries 

compared with other industrial sect~rs. 

Both clothing and footwear have continued to be except ion ally 

labour-intensive sectors using quite simple equipment. Capital 

investment per worker is extremely low. In 1981, for instance, 

the capital iPtensity indices (measuring fixed capital per 

employee) in the Finnish clothing and footwear industries were 

only 16.1 and 16.9, respectively - distinctly less than in any 

other manufacturing sector - while the manufacturing average ~as 

100.0 (see Appendix Ta~le 2). These industries are also 

remarkable in their very low requirements for skilled labour and 

for economies of scale; consequently, the average plant size is 

relatively small. The labour typically comprises young unskill~d 

female workers. In Finland SL-toral comparisons reveal that, as 

far as female intensity indices are concerned, the clothing and 
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footwear industries rank overwhelming! y at the top among the 

industrial branches, whereas they lay at the bottom in terms of 

resea~ch and development intensity indices. The characteri&ation 

of the extreme structural features of these two sectors is 

completed by noting that the labour productivity and 

consequently the wage level are the lowest compcred with other 

industrial branches (Appendix Table 2). Furthermore, labour 

productivity has grown much less than in any other manufacturing 
8 sector. 

All of these specific characteristics make the clothing and 

footwear industries an exceptionally competitive, easily entered 

and cost-conscious industry in every country. Its ext:ernal 

competitiveness is primarily dependent on labour c0sts. Hence, 

these sectors are very sensitive to price competition and, 

furthermore, are subject to unstable market conditions. 

The biggest technological changes affecting clothing and 

footwear have been in transportation and communication, where it 

has become feasible to link production with demand in more and 

more distant markets. Product ion has shifted away from major 

fashion centres and final markets towards low-cost regions 

within industrialised econom~es and, at the present, 

increasingly towards low-wage developing count~ies. 

The difference in labour costs has been the primary factor 

contributing to che char.ge in the geogrriphic pattern of 

production and trade of clothing and footwear. Such ~iffeLences 

can be expf?Cted to cont inut to support LDC ~xport success in 

these sectors. The spread 0f labour costs in global terms is 

extremely wide. On the average, manufacturing wage differentials 

are in the reg ion of six tc one between DMEs and LDCs, but 

differences between two countries may be as high as forty to 
9 one. 

Moreover, the differences in real labour costs are greater than 

mere wage differentials may suggest. Shorter working time, 

social welfare provisions, fringe benefits, and the like 

generally raise labour costs in DMEs more than in LDCs. 
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Sectorally the widest wage gaps are found particularly for those 

industries which pay relatively low wages - namely, textiles, 

clothing, footwear and leather products. Nevertheless, 

productivity in LDCs is typically not far ~elow developed 

country standards, 

greatly. 

although working conditions may differ 

Differences in ave=-age unit labour costs and improvements in 

::ransportat ion and communications have encouraged international 

relocation of clothing and footwear production. However, 

foreign-owned firms cornpr ise only a very small part of these 

industries in LDCs and account for a small share (probably on 

the order of 5 per cent) of their exports. This, however, 

understates the importance of outsiders in both industries. 

By international standards LDC product ion may be competitive 

wit~ regard to costs, but not necessarily quality or 

reliability. The most difficult part of garment production is 

keeping attuned to the fast-changing demand. Hence, production 

for expo~ts has typically been stimulated and organised by 

outsiders - if not by direct foreign investment - by commercial 

sub-contracting arrangements. ln many LDCs almost all the 

clothing or footwear exportation has been organised by foreign 

trading houses, retail chains or other major buyers. In addition 

to supplying designs and models and sometimes the materials to 

be made up, they check product quality and attend to sales and 

shipping. For example, it has been estiillated that some 70 per 

cent of clothing exports of the world's largest supplier, Hong 

Kong, passes via sub-cont~acting of foreign trading companies. 

This kind of sub-contracting is an alternative to export-
. d f . . 10 or1ente ore1~n investment. 

5.2.3 Pinnish competitiveness in clothing and footwear 

Finl and' s intermediate, semi-peripheral position in the world 

economy is reflected in ~he country's pattern of international 

specialisat:.on. This was well summarised in the calculations of 

revealed comparative advantages presented in Table 26, page 87 • 

It was observed that in relation to LDCs Finland is a high-wage 
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and capital-rich country beinq competitive in ir~dustries with a 

high capital and skill intensity, wage level and labour 

productivity. But with respect tc DMEs Finland is a relatively 

low-wage, capital poor country being competitive either in 

standardised, resource-based industries or in low-skilled, 

labour-intensive, low-wage industries. This dichotomy is 

highlighted by t~e dual position of Finland in the international 

division of labour as far as clothing and footwear industries 

are concerned. The Finnish trade position with LDCs demonstrates 

strong competitive disadvantages, whereas in trade rel at ions 

with industrialised countries the pattPrr is the opposite. 

Finnish clothing and footwear trade with industrialised 

cou.ntries has been in a surplus throughout the 1970's. 'l'he 

competitiveness has been based on the labour intensiveness of 

the producticn process concerned and o~ the lower labour costs 

with core economies (see Table 7, p. 24 ). On the other hand, 

vis-a-vis LDCs the foreign trade has been deeply in a deficit, 

which refers to poor co~pet1tiveness, particularly in terms of 

labour costs. In the LDC nanufacturing sec~or the wage level is 

considera~ly lower than in Finland; f~r example, av~rage hourly 

wages in manufacturing are about five times higher in Finland 

~han in the Far Eastern NICs (Table 7). Higher trdnsport costs, 

capital costs (e.g. faster depreciation and higher interest 

rates) 

LDCs, 

and import duties tend to reduce the cost aavantages of 

but still the:y are highly competitive, particularly in 

simple mass-produced goods. 

The increasing competitiveness of LDCs in clothing and footwear 

is manifested in their high impo~t penetration capability. For 

example, during the 1970's imports from LDCs in the Finnish 

domestic c0,sumption rose from 1.8 per cent to 12.4 per cent in 

clothing and from 2.4 per cent ~o 6.2 per cent in footwear. This 

rapid '3I"owth ; s, however, surpassed by even stronge!r import 

penetration from DMl::s and, in relative terms, 

countries (see Table 62 and Figure 11). 

from sociali~t 
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Table 62. Importance of foreign trade in Finni.s... production and 
consureption of clothing and footwear, 1970 and 1981 {per cent) 

clothing footwear 
Production to consumption 

1970 135. 1 112.2 
1981 238.5 161.3 

Export in 1on:estic production to 

Il1Es 1970 36.4 25.0 
1981 45.3 14.8 

socs 1970 6.6 4.5 
1981 32.4 45.9 

LDCs 1970 0.0 0.0 
1981 0. 1 0. 1 

Total export 1970 43.1 29.5 
1981 77.9 60.8 

Irr.i:,;.>rt in domestic consumption from 

Il1Es 1970 20.7 17.7 
1981 30. 1 26.8 

socs 1970 0.7 0.8 
1981 4.7 3-9 

LDCs 1970 1.8 2.4 
1981 12.4 6.2 

Total irr.ports 1970 23. 1 20.9 
1981 47.2 36.8 

Sources: Appendix Tables 3 and 7. 

Altogether, the importance of foreign trade in clothing and 

footwear consumption as well as production has increased 

markedly in Finland during the past decade. This fits well into 

the general sharp growth of world trade of these products. This 

may be due to 

taking placP. in 

increasing rationalisation 

industrialised economies 

and 

and 

specialisation 

facilitated by 

their mutual preferential trade arrangements and the consequent 

reductions of trade barriers. Another factor contributing to the 

growth of global clothing and footwear trade has, of course, 

been the penetraLon of low-co~- LDC producers into the world 

mar.kets. 
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In Finland, the effects of increasing LDC competition are not 

pr im<.r i l y experienced in terms of an import threat in home 

markets. As shown in Table 62, the import penetration portion ot 

DMEs in clothing is, in fact, three times greater than that 

of LDCs, and the discrepancy in footwear is even higher: four to 

one. Similarly, the examination of employment effects of LDC 

trade, pursued earlier, indicated irrefutably that imports from 

LDCs are not the major cause for employment reduct ions even 

within these sectors with the highest LDC import penetration 

ratios. 

" 100 

90 

80 

70 

60 

50 

40 

30 

20 

10 

Figure 11. Regional supply and demand pattern in 
Finnish clothing and footwear trade, 1970 and 1981 
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In contrast to that, the LDC penetration of low-cost clothing 

and foot wear markets may have a major disruptive potential in 

the traditional export markets of Finland. The problem is 

accentuated by the fact that the competitiveness of the semi -

peripheral Finnish economy is essential!~ concentrated in these 

labour-intensive, low-cost sectors in addition to the resource

b3sed forest industry. Moreover, both the clothing and footwear 

industries are heavily outward-oriented. About 78 per cent of 

the Finnish clothing output and 61 per cent of the footwear 

production were exported in 1981. These rates are overwhelmingly 

the highest compared with any other manufacturing branches 

excluding the sawn wood and paper industries (see Appendix Table 

8) • Hence, the overal 1 development of these sectors is very 

sensitive to competitive shifts in exLernal markets. 

Furthermore, the international competition has tighter.ed, since 

the clothing and footwear industries have experienced a gradual 

reduct ion in the rate of increase of wor..d demand and in a 

number of cases - like Finnish domestic consumption of clothinq 

during the 1970's - even falling demand, in which the sha~e of 

basic necessities is gradually declining when income is rising. 

Typically, in the clothing and footwear i.1dustr ies the income 

elasticity of demand is low relative to other manufactures. 

5.2.4 Exports by destination 

During the course of the 1970's, che export production of the 

Finnish clothing and footwear industries surpassed proJuction 

for domestic consumption. There were, however, great variati0ns 

in export growtn according to the de st inat ions of trade (see 

Table 62). First, LDC markets played practicdlly no role at all 

in the Finnish clothing and footwear export production during 

the past decade. Second, while in the clothing indust-y thc

share of exports to DMEs increased markedly in total production, 

the most dramatic growth has taken place in exports to socialist 

countries - namely, to the Soviet Union. Third, in the footwear 

industry, though the share of DME ~xports in total Finnish 

outp~t fell drasticallf, that collapse was more than compensaced 

tor by an imm~nse growch of exports to the Soviet Union. 
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Altogether, these changes in export destinations can best be 

studied on a country-by-country basis, because exports are 
heavily concentrated on certain markets only. 

The major external markets for the Finnish clothing and footwear 

industries have been the Soviet Union, Sweden, Norway and the 

United Kingdom. The country composition of exports has, however, 

changed quite signifi~antly during the course of the 1970's. 

Sweden became the leading export destination for the Finni~h 

clothing industry in 1968 and afterwards until the end of the 

1970' s absorbed about a half of the total exports (see Table 
63) • 

Table 63. Finnish clothing and footwear exports by major country 
destinations, 1970, 1976 and 1981 (per cent) 

Soviet Union 
Sweden 
Norway 
United KingdOO! 
~st Germany 
Derur.ark 
Switzerland 
Netherlands 

Soviet Union 
Sweden 
Norway 
.. 1i ted Kingdocr 
Canada 
~st Genr.any 
Derunark 
United States 

1970 
15.0 
51. 1 
6.9 
7.8 
2.8 
5.3 
3.7 
0.9 

1970 

13.9 
39.9 
13.0 
3.0 
0.7 
2.4 

11.3 
1.0 

Clothing 
1976 
20.4 
50.3 
11.0 
5.4 
2.3 
4.4 
1.7 
1. 1 

Footwear 
1976 
56.5 
23.7 
9.4 
0.7 
1.2 
0.6 
2. 1 
2.6 

1981 
41.6 
27. 1 
11. 1 
8.0 
3.7 
2. 1 
1.4 
1.3 

1981 

75.4 
14.0 
6.2 
0.8 
0.7 
0.5 
0.4 
0.4 

Sources: OECD, Foreign trade by c0111110dities, 1970, 1976 and 1981. 

A major reason for the expansion of Swedish trade was the 

restructuring whict took place in the Swedish clothing industry 

at the beginning of the 1970's. Production was transferred to 

lower-cost countries, particul~rly to semi-peripheral economies, 

1 ike Finland and Portug.=il. Ccmsequently, a major part of the 
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Finnish clothing exports are, in fact, a result of direct 

investment or sub-contracting arrangements made by Swedish 
. 11 companies. 

Foreign investment in Finland is more important in the clothing 

industry than in any other manufacturing sector - except light 

engineering industries (electrical machinery and instruments). 

In 1981 there were 213 foreign-owned manufacturing factories 

al together (foreign share over 20 per cent), of which 34 -

mainly Swedish-owned - were in clothing. The foreign-controlled 

plants represented on the average 4.4 per cent of total 

manufacturing value added, while in clothing the share of 

foreign-owned firms was 8.6 per cent. 12 The main attractions for 

foreign clothing establishments in Finland are the relatively 

low level of wages and the ample supply of labour. Typically, 

the investments were made in less developed regions of the 

country. The labour-intensive part of the production chain has 

been transferred to Finland, while the design of models and 

marketing is carriPd out in Sweden. About a third of the Finnish 

clothing exports to Sweden may be considered to come from 

Swedish-owned factories. 13 

By the end of the 1970's Sweden's relative share in total 

Finnish clothing exports had gradually declined. The most 

notable reason had been a very rapid increase in exports to the 

Soviet Union. Its share in the total rose from 20 per cent in 

1976 to 42 per cent in 1981. 

Even more remarkable, however, has been the change in the 

country composition of Finnish footwear exports in favour of the 

Soviet Union. During the 1970's its share in the total rose from 

14 per cent to as high as 75 per cent (see Table 63). At the 

~ame time, the share of al 1 other major external markets has 

fallen sharply. As a result, the geographic pattern of Finnish 

footwear exports has become very concentrated. At present, there 

are only three principal export destinations: the Soviet Union, 

Sweden and Norway. Together they account for 96 per cent of the 

total, yet ten years earlier their share was some 67 per cent. A 

similar type of tendency towards country concentration has 
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occurred in Finnish clothing exports. too. although it has not 

reached as strong a form as in footwear. These tendencies may 

indicate a constant shift in the external market conditions for 

~innish exports of these traditional export products. 

5.2.5 Adjustment requirements due to LDC competition 

A marked pattern of change is observed in the geographical 

composition of the world clothing and footwear trade. Although 

DMEs are still major suppliers. they have lost their previous 

overwhelming dominance. During ten years the share of DMEs in 

total OECD imports of clothing and footwear declined quite 

remarkablv: clothing went down from 71 per cent in 1970 to 47 

per cent in 1981 while footwear imports declined from 86 per 

cent to 60 per cent. The share of socialist countries has 

remained constant. around 3 per cent throughout the period. 

whereas LDC import penet~ution has been very strong. In 1981 LDC 

clothing imports captured almost half, 48 per cent, of the 

import market in the OECD area, while the portion was only 

around a quarter ten years earlier. In footwear the relative 

import penetration of LDCs has been even more impressive~ their 

market share increased from 10 per cent to 37 per cent in ten 

years. 

The importance and dynamism of LDC import penetration is 

accentueted by the fact that while during the 1960 's only a 

single country, Hong Kong, represented a major part of the 

imports from LDCs alone accounting for over half of LDC 

clothing exports and about a third cf footwear exports still in 

1970 during the 1970's several other LDC exporters have 

emerged. In global terms, the restructuring process has just 

started, and there are several reasons to expect that an ever

increasing shar~ of DME markets will be captured by clothing and 

footwear imports from the Third World also in the future. 

Obviously, these changes have had anu still have an influence on 

the competitive position c-f semi-peripheral economies in the 

OECD market area. 
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Finnish market shares in both the clothing and footwear imports 

of the OECD area have steadily declined along with the fall of 

overall DME shares. Particularly pronounced have been the market 

lasses of the Finni sh footwear industry. The development has, 

however, varied quite significantly according to the destination 

of trade. 

In clothing the CJminant DME market has been SwedeP, accounting 

for around a half of the total Finnish exports to DMEs. Still 

today, Finland is the greatest single supplier of clothing to 

SweJen. During the first half of the 1970' s, imports from 

Finland even reached a level of one third of the total Swedish 

clothing imports. This was generated by the transfer of Swedish 

production to Finland via sub-contracting and direct investment 

activities. D~ring the course of the latter part of the 1970's, 

the relative share of imports from Finland has, however, 

gradually declined in Sweden. In Norway, though, Finnish market 

shares have improved steadily during the 1970's; hence, Norway 

has become the second largest DME market for the Finnish 

clothing industry. Both in Sweden and in Norway, the LDC market 

shares are distinctly below the OECD ~verage so Finnish exports 

have not yet been adversely affected by LDC import penetration, 

despite the tendency of Swedish industry in particular to pr~fer 

increasingly low-cost producing areas in Southern Europe and in 

the Third World rather than Finland. 

As far as other major DME markets are concerned, Finnish market 

shares in clothing have evolved quite steadily in the imports of 

the United Kingdom and Denmark, declined in Switzerland and 

slightly increased in West Germany. Hence, the overall export 

performance of Finland in clothing - despite its small decline 

in total DME market share - has developed quite satisfactorily, 

particularly with regard to the sharp increase of r ... oc imports 

and the significant market losses suffered by most DMEs as a 

consequence. The relative success of Finland in the short term 

may be due to two factors. 
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Tu.ble 64. ~ket shares of Finland and m:ijor regions in six leading 

IJ1E clothing export destinations or Finland, 1970, 1976 and 
1981 {per cent) 

.iir:ports from Market shares 
Sweden 1970 1976 1981 

Finland 18.7 22.2 18.5 
lliEs 58.6 46.4 51.8 
socs 2.8 2.6 2.0 
LOCs 19.9 28.8 27 .1 
of which Hong Kong 13.6 14.5 11.6 

South Korea 2.5 1.0 5.6 
China 0.9 1.0 1.7 

Norway 
Finland 5.4 12.0 17. 1 
Il1Es 80.1 68.5 68.1 
socs 4.3 2.3 1.6 
LOCs 10.2 17.2 13.2 
of which fbng Kong 9.6 12.6 6.8 

China 0.3 0.4 1.0 
India 0.2 0.6 1.0 

United KingdOll! 
Finland 2.4 1.5 2.2 
lliEs 53.2 42.7 46.5 
socs 2.6 2.6 1.9 
LOCs 41.8 53.2 49.4 
of which Hong Kong 38 .2 33.8 24.8 

S:.>uth Korea 0.5 7 .1 10.2 
India 0.9 4. 1 3.3 
Taiwan Province 0.8 2.4 3.2 

West Genr:.any 
Finland 0.3 0.2 0.5 
ll1Es 80.0 62.6 57.5 
socs 5.2 7.6 6.6 
LOCs 14.5 29.6 35.4 
of which Hong Kong 11.4 14.6 i2. 1 

S:.>uth Korea 0.6 4.7 6.7 
Taiwan Province 0.8 2.5 3.4 

Derur:.ark 
Finfand 4.9 5.6 5.6 
Il1Es 76.4 61.4 54.8 
socs 2.8 4.j 4. 1 
LOCs 15.9 28.7 35.5 
of which Hong Kong 13.4 14. 1 13. 1 

South Korea 0.2 5.2 5.9 
India 0.9 1.4 3. 1 

Switzerland 
Finland 1.5 0.9 0.8 
lliEs 91.0 79.6 79.0 
socs 1.7 2.0 1.0 
LDCs 5.8 17.5 19.2 
of which Hong Kong 4.3 10.9 11.6 

South Korea 0.3 2.3 2.2 
India 0.3 1.0 1.4 

OECD total 
Finland 1.6 1.6 1.4 
lliEs 70.8 52.8 47.2 
socs 2.5 4.0 3.0 
LOCs 25.1 41.6 48.4 
of which Hong Kong 13.6 15.4 14 .5 

South Korea 3.2 9.6 1(1.3 
Taiwan Provi nee 4. 1 5.8 1.2 

Sources: OECD, Foreign trade by conmodities, 1970, 1976 and 1981. 
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First, LDC import penetrat:on has been stronc;est in simple 

mass-produced goods like shirts and underwear, while Finni.sh 

clothing exports are based more on special i.sed products and 

high-fashion goods. It will also be of great importance for the 

future development of clothing exports to endeavour to increase 

specialisation and the value-added content as well as to improve 

product design and quality. These typically include products 

requiring a relatively short distance between the producer and 

the markets; hence, they are less sensitive to LDC competition. 

A second factor contributing to the relative success of Finnish 

clothing exports vis-a-vis imports from LDCs is related to 

European trade policy. Since joining EFTA in 1961 and signing a 

free trade agreement with the EEC in 1973, Finland has enjoyed 

freer access to European markets than LDCs. Tariffs in these 

sectors with EEC countries were finally abolished in 1977. This 

has been particularly important in clothing trade, which is more 

restricted internationally than trade in any other manufacturing 

sector. Tariffs on clothing in DMEs are higher on a~erage than 

in any other category of industrial products. Moreover, world 

trade in textiles and clothing has been restricted by general 

agreements from the beginning of the 1960's. 14 Further 

limitations have been imposed bilaterally within the framework 

of the so-called voluntary export restraint agreements defining 

s~ecial quotas for clothing imports from LDCs. 

The trade policy of DMEs is probably the most difficult obstacle 

to expansion of LDC trade in clothing. There is certainly no 

quest ion that trade restrict ions discriminate against LDCs. 15 

This situation, of course, offers relative competitive 

advantages for semi-peripheral economies as long as the present 

trade policy of core economies continues. 

If Finland has not suffered significant losses in clothing 

exports to DMEs due to LDC competition, in f ootwcar the 

situ .tion is almost the reverse. Finnish market shares in 

various DMEs have declined heavily parallel to increasing import 

penetration from LDCs. There are, however, two exceptions. Both 

in Sweden and in Norway, footwP. ... r imports from Finland have 
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Table 65. M:lrket shares of Finland and major regions in six leading 
IJ4E footwear export destinations of Finland, 1970, 1976 :md 
1981 (per cent) 

Ire~rts frore Market shares 

Sweden 1970 1976 1981 

Finland 10_2 9.8 11.0 
lliEs 81.4 74.4 69.8 
socs 3.4 2.7 1.3 
LDCs 5.0 13. 1 17.9 
of which South Korea 0.1 4 .1 9.3 

Taiwan Province 1.5 3., 4.3 
Ebng Kong 2.6 1.3 1.4 

Norway 
Finland 7.8 6.0 7.6 
I11Es 87.6 78.6 70.6 
socs 1.3 1.7 4.3 
LDCs 3.3 13.7 17 .5 
of which South Korea 0.0 3.8 1.0 

Malaysia 0. 1 6.2 5.2 
Brazil 0.0 1. 1 3.4 

United Kingdom 
Finland 0.5 0.2 0.2 
I11Es 61.6 64.1 68.3 
SOCs 9.1 11. 1 5 .1 
LDCs 28.2 24.6 26.4 
of which South Korea 0.2 4.3 1.1 

Brazil 0.2 2.1 6 .1 
Hong Kong 24.9 8.3 4.9 

West Genranl 
Finland 0. 1 0.0 0 .1 
I11Es 93.4 88.9 86.8 
socs 2.3 3.5 3.6 
LDCs 4.2 7.6 9.5 
of which Taiwan Province 0.4 4.2 5. 1 

South Korea o.o 1.1 1.6 
Hong Kong 2.8 1.0 0.6 

Derur.ark 
Finland 5.7 1.4 0.7 
I11Es 86.2 82.7 74.4 
SOCs 2.5 1.8 2.2 
LDCs 5.6 14. 1 22.7 
of which South Korea 0.0 4.4 9.5 

Brazil 0.0 4.7 4. l 
Taiwan Province 0.0 0.5 3.5 

United States 
Finland 0. 1 0.1 0.0 
I11Es 85.4 48.o 31.3 
SOCs 1.2 0.8 2.3 
LDCs 13.3 51. 1 66,4 
of which Taiwan Province 6.4 21.1 27.5 

South Korea 2.1 12.4 17.8 
Brazil 1.0 8.1 12.3 

OECD total 
Finland 0.9 0.5 0.5 
Il1Es 85.9 68., 59.8 
socs 2.1 3.5 2.8 
l..JX:s 10.5 27.9 36.9 
of which Taiwan Province 3.5 10.3 14.2 

South Korea 1.1 8.6 10.4 
Brazil 0.5 3.9 5.6 
Hong Kong 3.5 1.4 1.8 

Sources: OECD, Foreign trade by co111110dities, 1970, 1976 and 1981. 
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managed to maintain their market shares, although imports from 

LDCs have grown significantly (see Table 65). In all other major 

footwear export destinations, Finland has, however, lost its 

com?etitive edge and suffered noticeable market losses. A 

critical example is Denmark, where the Finnish share in import 

markets was still some 6 per cent in 1970, while ten years later 

the share had declined to below one per cent. Danish footwear 

markets have 

producers. It 

increasingly been captured 

may be anticipated that a 

by low-cost 

s imi 1 ar type 

LDC 

of 

development will occur in other Scandinavian markets, 

far as Finiand's future export potential is concerned. 

too, as 

The clothing and footwear industries represent good examples of 

the competition by peripheral industrialisers in the markets of 

core economies. The effects of LDC competition are greater on 

semi-peripheral economies than on core ones, since the former 

have traditionally· exhibited comparative advantages in these 

mature labour-intensive industries. For semi-peripheral 

economics, the high import penetration capability of LDCs is 

primarily manifested in terms of intensified export competition 

rather than in terms of an increased import threat in their home 

markets. 

In the case of Finland, the clothing industry has suffered some 

export market losses, but relati'· · to other DMEs the situation 

has not yet become alarming. The way to adjust has and will be 

to specialise in high-fashion goods and special product$, while 

LDCs are supplying primarily standard lines of clothing. 

Moreover, 

competitive 

Finland has 

advantages 

been 

dui? to 

capable of maintaining its 

a preferential trade network 

established within the European countries that is discriminating 

against imports from LDCs. 

In contrast to clothing, the Finnish footwear industry has 

suffered significant market losses in all major export 

destinations except its neighbouring countries. A major reason 

is evidently increased LDC competition. As a result, there is a 

high degree of country concentration in Finnish footwear exports 
• I 

so i~ is very vulnerable to any market fluctuations. A real 
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collapse in Finnish footwear production 'has, in fact, been 

avoided only b} the immense expansion of exports to the 

protected markets of the Soviet u~ion. The relative success of 

the Finnish clothing industry, too, has considerably been 

dependent on the existence of the bilateral, planned trading 

netwot . with the Soviet Union. Without this supplementary market 

outlet offered by the Soviet trade, structural constraints and 

adjustment problems in these sectors due to LDC export 

competition would have been very severe indeed for a semi

peripheral economy like Finland. 

5.3 Forest product exports 

The conventional approach of international trade asserts that a 

country will specialise in export products made with its 

relatively abundant factors of production. In a peripheral 

economy the production factors in which it typically exhibits 

comparative advantages are either an ample labour supply or a 

specific natural resource endowment. Hence, a standard pattern 

of peripheral ~ndustrialisation is based on the utilisation of a 

country's cheap labour force or local sources of raw materials. 

Clothing and footwear production represent very good examples of 

low-skilled, labour-intensive industries in which peripheral 

economies have enjoyed comparative advantages. Another classical 

example is the forest industry. For many peripheral countries, 

wood is the natural resource easiest to exploit in world 

markets. The cost of utilising forest resources and 

manufacturing wood products is relatively small compared to the 

investments usually required to enter the resource conversion 

field. Consequently, in recent years the only trade surplus 

sectors in the manufacturing trade of LDCs with DMEs have been -

besides clothing, footwear and leather products - sawn wood and 

wood manufactures. 

The international competitiveness of the mature standardised 

industries producing simple consumer goods or bulk types of 

products is primarily dependent on relative factor prices. In 

the clothing and footwear industries labour costs tend to 

determine the competitiveness. In the forest industry, though, 
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comparative ad•1antage is the raw material 

to wood has primarily determined the global 

location of the industry; hence, r.iost of the major forest 

product eKporters have substantial indigenous natural forests. 

5.3.I Forest resources in Finland 

Finland is a country of forests. Productive forest land covers 

some 60 per cenc of the country's total land area, and the 

forest land per capita is the largest in Europe. Forests have 

traditionally se~ved as Finland's main natural resource for 

industrial use and exports: since the 17th Century for making 

tar, subsequently for making charcoal and for shipbuilding, 

since the beginning of the 19th Century for sawn timber, and 

finally in the 20th Century for the rapid expansion of the 

mechanical and chemical forest industries. 

Finland, together with the other Nordic countries, has been a 

traditional supplier of forest products to the rest of Western 

Europe. During the interwar period forest products constituted 

from 80 to 95 per cent of Finland's total exports. Since the 

Second World War, the overwhelming dominance of the forest 

industry has gradually declinEd, although even today its share 

is around 40 per cent of tctal exports. Of the developed 

countries of the world, Finland is still the most dependent on 

the forest industries. 

The development path of the Finnish forest sector has been quite 

aty-.. ~cal in international terms. After independence, natural 

reso•Jrces such as agricultural land, hydro-electric power, m_ines 

as well as forests were taken into national ownership, and 

industrial d~velopment in these sectors was reserved for 

domestic enterprises. The main part - some two-thirds - of lhe 

forest area have been owned by private non-industrial forest 

owners having mainly small (5-20 ha.) or middle-sized (20-50 

ha.) forest holdings. Most private forest owners are farmers or 

have ::>thi?r r·Jral occupations, al though in recent years the 

nl.imber of '.1rban1sed forest owners has increased. Just under a 

quarter of the forest land is owned by the 5tate and only some 8 
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oer cent by wood-processing companies. This p«ttern of small 

farm woodland 'Jwnership has distributer: the benefits of wood 

production and exports quite widely in society ar.d has 

especially promoted rural development by providing both 

employment anu inco.ne. The rapid mechanisation of forest jobs 

since the 1950's has, however, broken the traditional links 

between the forest sector and ~he small farms, provoktng a rapid 

rural depopulation during recent decades.
16 

Despite the relatively small proportion of state-owned forests, 

the public control and institutional system of forest mar.agement 

is well established in Finland. The public policy has been to 

promote the forest resource use on the ba<>is of the sustained 

yield principle. There are laws that prohibit overcutting and 

destruct ion of forests, and a system of public promot i.rn of 

forest cultivation has been established. Since the end of the 

19th Centllry, the major problem in the Finnish forest sector has 

been how to maintain the resources of the country's principal 

1 d ·d l · · 17 f 1 h h natura asset an to avoi overexp 01tat1on. In act, a t oug 

Finland's share of the world's forest area is only around 0.5 

per cent, it accounted for 1.4 per cent of world roundwood 

production in 1981 and, furthermore, for 9.7 per cent of world 

forest product exports. 

The Finnish forests, like the forests in the other Nordic 

countries, are in virtually full use on a sustained yield basis. 

Hence, the raw material supply situation is very tight compared 

with most other forest product exporters. This has tended to 

limit the expansion of industrial capacity in this sector. As a 

result, during the 1970's Finland began increasingly t0 import 

timber, particularly from the Soviet Union. Some possibilities 

still exist to expand the domestic raw ma'C\.?rial base as well, 

e.g. by further intensifying forest management and cultivation, 

by increasing utilisation of trees more fully through use of 

tops and branches as well as industrial residues, or by 

recycling waste paper more efficiently. In this respect, a 

mixing of 

utilisation 

integrated industries 

of the diversi,ty of 

when industrial' growth 

would facilitate full 

Futhermore, 

the 

is 

material 

limited 

available. 

by the raw 
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material supply, growth can be brought about by increasing the 

refinement cf the product. In practice, this ccn either mean 

moving frow market pulp into paper and board, and finally into 

converted products, or it can mean moving from unfinished lumber 

into planed board or wood-based panels, and finally into 

furniture, joine:~· or pre-fabricated houses.
18 

Nevertheless, since the forest resources in the country are 

limited, the expansion of industrial capacity is sooner or later 

constrained by the availability of wood raw material. Subject to 

this constra1nt, industrial expansion will be guided 

significantly by cost competitiveness. The relative resource 

scarcity is reflected in the raw material prices. Hence, wood 

costs in Finland, like in the rest of Western Europe, are much 

higher than in areas where forest resources are more abundant, 

as in North America, the Soviet Union or tropical forest areas 

of LDCs. In Western Europe wood costs also tend to incr.:?ase due 

to a scattered forest ownership structure and environmental 

considerations as well as due to poor growing conditions and the 

consequent high unit wood costs compared with sub-tropical and 

tropical zo:ies. For example, the average stumpage pr ice of 

pu!pwood in Finland is about twice as high as in North America 

and four times higher tha1 in Brazii. 19 

Obviously, differences in wood costs have an influence on the 

global structural development of the forest industry. The 

availability of an abundant raw material basis is one of the key 

determinants of competitiveness in this sector. In this respect, 

North America and the Soviet Union are very competitive as they 

hold substanti3l reserves of coniferous softwood resources. Some 

of them are easily accessible, as in the southern United States; 

some are less so, as in northern Canada, Siberia and the Soviet 

Far East. Furthermore, also the vast broad-leaved hardwood 

resources in the Third World are clearly underused for 

industrial purposes at the present time. 20 
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5.3.2 Fo~est resources of the world 

The total forested area of the world is abouc 4 ion million ha., 

cov~ring somt: 30 per cent of the world land area. However, a 

grP.at share of it is not suitable for industrial use. There are 

wooded areas with only limited tree coverage as well as forests 

that are not operable for a variety of reasons, such as physical 

or economic inaccessibility, er different legal constraints 

designed to preserve the forests. The amount of operable or 

productive forest available for roundwood production amounts to 

slightly less than half of t~e total world forest area. Some 52 

per cent of it is located in the Third World. The total growing 

stock, given as the bole volume of all trees, is estimated at 

about 270 000 mill ion m1 for all the operable forests in the 

world, of which LDCs together account for some 64 per cent (see 

Table 66). 

Table 66. World 's forest resources and glo~,l use of wood, 1981 

All forest area (~illion ha.) 

Operable forest area (~~llion ha.) 

Growin~ stock in operable forests 
(reilliard a:3 ) 

Total roundwood production (~illion ~3 ) 
of which industrial roundwood 

fuelwoocl and charcoal 

Roundwood utilisation per cent share of 
growing stock in operable forests 

Industrial roundwood utilisation per cent 
share of growing stock 

Developed 
cc:.mtries 

910 

940 

96 
1 314 
1 069 

245 

1.4 

1. 1 

LDCs 

2 215 

035 

174 

828 
315 
513 

1.0 

0.2 

Sources: UNI')() ( 1983) Wood Resources and Their Use as Raw Material 
and FAO, Yearbook of Forest Products 1970 - 1981 

Trends in forest resources have taken different courses in the 

developed and developing countries. In general, the growing 

stocks in Europe and North America have increased during the 

post-war period. This is primarily due to improved forest 

management, forest conservation policies and a better knowledge 
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of the resource base. In contrast, the forest area and growing 

st'.Jck in the LDCs have drastically decreased. Tropical rain 

forests, the main type in the LDCs, have decreased in area from 

around l 600 million ha. t'.J about 950 million ha. It has been 

estimated that during the pe:riud of 1976-1980 some 7.5 million 

ha. of LDC forests and another 3.8 million ha. of other wooded 
21 land have been lost annually. 

The forest use in LDCs is based on extractive exploitation. The 

forest exploi tat ian has been ur.control led, exceeding in many 

countries the sustainable capacity level. Moreover, bad logging 

Fractices have brought about erosion. Only a small fraction of 

LDC forests are properly managed and protected; in fact, nearly 

90 per cent of the tr0~ical forests have never been surveyed. 

Vast forest areas are, hence, either neglected or receive scant 

attention, although in trop·cal areas the ecological balance is 

particularly fragile. For"'st management in LDCs is generally 

left to timber concessionaires, whose priorities, in response to 

fluctuating market requirements, are often in conflict with the 

national priority of ensuring the long-term productivity of 

forests. 

The main cause of deforestation has not, however, been 

industrial utilisation, but agriculture and fuel needs. 

Spontaneous shifting cultivation is considered to be responsible 

for about 35 per cent of the total deforestation in Latin 

America, 70 per cent in Africa and 50 per cent in Asia. 22 In 

particular, the st ill wide! y used pr act ice of indiscriminate 

slash-and-burn agriculture is devastating for forest resources. 

Another important cause is the conversion of forest land to 

extensive grazing. Despite this alarming trend of deforestation, 

LDC forests st i 11 cont a in about two-thirds of al 1 the growing 

stock in the world's forest representing a significant 

productive potentiality in terms of woodbased industrialisation. 

s. 3. 3 JJse of forest resources 

The world production of all roundwood reached some 3 100 million 

m> in 1981, of which 58 per cent was produced in LDCs and 42 per 



199 

cent in d0velcped countries (Table 66). Hence, the overall 

distribution of global rcundwood production corresponds roughly 

to the distribution of the forest resources. A ma~or difference 

exists, however, :;..n the type of wood use between regions. In 

LDCs the bias towards production of fuel wood is overwhelming. 

Nearly nine-tenths of the people in the Third World depend 

entirely on wood as their main source of fuel. Consequently, 

over four-fifths ( 83 per cent) of the wood cut down in LDC 

forests is used for energy as fuel wood and charcoal. Even 

though the pattern cf wood use in developed countries 

consisting primarily of roundwood production fer industrial 

purposes - is the reverse, in global terms more than half (56 

per cent) of the total wood consumption is used as fuel. 

On the other hand, of the world production of industrial 

roundwood, only about one-fifth (23 per cent) is produced in the 

Third World. The foremost producer of industrial wood is North 

America, with about a third of the world total, followed by the 

Soviet Union and Europe with about a fifth each. The degree of 

industrial utilisati0n of the forests varies greatly by regions. 

Measured by the percentage ratio of roundwood production to the 

volume of growing stock, a remarkable difference between 

developed and developing countries is revealed (Table 66). In 

the former about 1.1 per cent of the gro~ing stock is annually 

used as industrial raw material, whereas in the latter case the 

ratio is only 0.2 per cent. 

The variations are even greater within the major regions. The 

most intensively used forests are those of the southern United 

States, where the utilisation ratio is about 4.6 per cent. In 

the Nordic countries the annual cuts are about 2.8 per cent and 

in the other European countries about 2.6 per cent of their wood 

growing stock. In North America as a whole the ratio is about 

1.3 per cent, but in British Columbia it is as lL~ as 0.7 per 

cent and in the Soviet Union only about 0.6 per cent. 23 

With in LDCs the forests are clearly 

industrial production. Although in 

an under-used c.ourcP. for 

some parts of the Third 

World, like Southern Brazil, Mexico, some West African countries 
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and thP ~ountries of Southeast Asia, forest resources are being 

us~d more and more intensively, in most parts the contribution 

of tropical forests tc industrial development is negligible. The 

most extreme examples are the practically unlimite~, but unused, 

forest r~sources of the Amazon and Congo river areas. 

Tri~ forest industry is conventionally divided into a mechanical 

wood industry and a fibre-based chemical wood industry. The: 

mechanical processing of wood involves three categories of 

mahufacturing: lumber, and sawn wood; wood-based panels such as 

veneer, plywood, fibreboard and particle board; and products of 

s~condary wood processing such as wooden 

joinery and pre-fabricated elements. 

articles, furniture, 

The chemical wood-

processing industry produces pulp, 

converted paper products. 

paper and board as well as 

Mechanical wood processing is typically a labour-intensive 

industry with relatively low capital and energy requirements, 

particularly Nhen compared with the pulp and paper industry. It 

is not skill ~ntensive, and the size of the undertaking is 

frequently rather small. In contrast, the manufacture of pulp 

and paper al thuugh quite standardised - is a very capital -

intensive, advanced technology process, usually making even the 

smallest mill a large undertaking. Subsequently, the barriers to 

entry have been much lower in mechanical wood processing than in 

the chemical wood industry. 

Typically, the forest industry in LDCs has in its initial stage 

concentrated on mechanical wood processing. Of al 1 industrial 

roundwood production in LDC3, some 87 per cent is produced for 

the me~hanical wood industry - and, hence, only 13 per cent as 

pulpwood while in developed countries the correspQnding 

figures are 69 per cent and 31 per cent, respectively. 

The pattern of forest utilisation in the LDCs is thus fairly 

clear. In terms of forest resources, they have about 52 per cent 

of the world's operable forest areas and even more, 64 per cent, 

of the wood ,volume in the.>e forests. Their share of gl oba 1 

roundwood production is about 58 per cent, but they produce only 
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about 23 per cent of the wo~ld's industrial wood. The unbalanced 

picture is accentuated by the fact that the proportion of LDCs 

in world pulpwood production is merely 11 per cent. While t~e 

relative importance of LDCs as suppliers of industrial wood has 

grown markedly during the last two decades, their contribution 

is still far from wh3t it could be considering their vast forest 
resources (see Table 67). 

Table 67. Canparison of forest resources and roundwood production 
of developed and developing countries, 1961, 1971 and 1981 
(per cent of world tot.al) 

Developed countries LOCs 
1961 1971 1981 1961 1971 1981 

Growing stock 35.6 64.4 
Total roundwood production 55.6 . 47.3 41.8 44.4 52.7 58.2 
Industrial roundwood 
production 86.5 83.5 77.2 13.5 16 .5 22.8 
Pulpwood production 97.6 95.2 89.2 2.4 4.8 10.8 

Sources: FAO, Yearbook of Forest Products, 1961- 1972 and 1970-1981 

There are several reasons - both economic and technical - for 

the low intensity of the industrial use of the LDC forests. At 

present, wood processing is limited in LDCs, owing to input 

constraints such as capital and skill, the characteristics of 
the available raw material, and tho:? lack of basic 
infrastructure. 

Particularly in the pulp and pa?er industries, the suitability 

of various species of wood is large:y determinated by the 

quality of the fibre. The most importdnt characteristics are 

fibre length and flexibility. Coniferous species have long 

fibres and broad-leaved species short fibres. The use of the two 

types of fibres depends on the type of paper to be produced, but 

a certain input of long-fibre pulp is generally required. Since 

the coniferous forests cover some 75 per cent of the forest area 

in the temperate and northern regions, vis-a-vis only 3 per cent 



202 

ln tte tropical regions, this tends tc favour northern forests 

as a raw material source for the pulp and paper industry. 

Furthermore, the composition of temperate and northern forests 

is rather uniform, generally being comprised of one predominant 

species. The tropical broad-leaved forests, on the contrary, are 

characterised by a generally heterogeneous mixture of hundreds 

of species. These different characteristics have important 

consequences for their utilisation. In most forest industry 

sectors, raw material of a rather uniform nature is required. 

Hence, because of species diversity and the consequent cutting 

and conversion costs, natural tropical forests have had, until 

now, rather limited industrial value. 

5.3.4 New possibilities for utilising tropical forests 

There are two major factors - tech no logical progress in pulp 

making and the plantation programme that have started to 

reshape the global structure of the forest industry by making 

tropical forest areas increasingly avail able as raw material 

sources. Chemical wood-processing industries are based on 

inventions of a century ago which made it possible to use wood 

as a raw material for paper. The groundwood and the sulphite 

proce3ses were the original invP.ntions, but they require long

f ibre species, particularly spruce, as the raw material. The 

sulphate process, which was invented at the end of the last 

century, is less dependent upon the wood quality. 

Practically all wood species can be pulped in this process, but 

the resultant pulp is dark brown and difficult to bleach. This 

situation changed only in the early 1950's, when the modern 

process for bleaching sulphate pulp was developed. This has had 

a profound effect on the world's forest industry, 

type of pulp, short-fibre bleached hardwood 

since a new 

pulp, was 

introduced. Forest areas with little or no coniferous species 

became potential raw material sources for pulping and paper 

making. 

Europe, 

This ilMlediately expanded the raw materidl base in 

and particularly in North America new natural forests 

were taken into use. In a longer term, the most dramatic change 
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is, however, that the sulphate bleaching process has also made 

sub-tropical and tropical forests a potential source of chemical 

pulp ~nd paper making. 

Another development that has influenced the raw material 

availability of tropical forests is expanding use of plantation 

programmes. Since the 1950's forest plantations have extensively 

bPen used in several LDCs to stop deforestation anc to provide 

fuel wood for urban areas, but, particularly during th0 course 

of the 1970's, fast-growing plantations have incr~asingly been 

established for industrial purposes. The chief attraction is the 

hope of growing cheap raw material by utilising the tremendous 

growth potential of bio-climatic conditions in the tropi~s. The 

usual species have been eucalyptus (hardwood) and pine 

(softwood), which can produce wood at five to ten times the 

growth rate of the natural forests in the temperate zones. UrJer 

favourable conditions the annual growth of eucalyptus may be 43 

to 55 m3 per. hectare, and that of pine 20 to 45 mJ per hectare, 

compared, for example, to the average growth of 4 to 6 m3 per 

hectare a year that can be reached in southern Finland. Hence, 

the tropical forest plantations require rotation cycles of only 

17 to 20 years for eucalyptus and 20 to 25 years for pine after 

the intial plantation work, instead of the 50-to-80-year 

rotation cycles required for the natural forests in temperate 

zones. 24 The cheap wood raw material potentiality is a 

permanent competitive advantage fo1 many LDCs. 

Table 68. F.stablished and plarmed forest plantations in tropical 
LOCs. 1980 (million ha} 

F.stablished plantations Planned plantations 
(annual rate of 
fonmtion 1981 -85) 

industrial all industrial all 

Tropical America 2.6 4.6 0.28 0.53 

Tropical Africa 1.0 1.8 0.06 0.13 

Tropical Asia 3.5 5. 1 0.23 0.44 

Total 7. 1 11.5 0.58 1.10 

Source: UNIDO ( 198 3 ) \bod Resources and Their Use as Raw Material, 
Tables 1.7 and 1.8 
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In the LDCs of the tropical zone, the total area of plantations 

existing in 1980 is a~out 11.5 million ha. The fact that 40 per 

cent of all these plantations were established ever the last 

five year period, 1976-1980, illustrates the rapid increase of 

this afforestation effort. Some 60 per cent of a~l plantations 

are used for the production of industrial wood. On a regional 

basis Latin America, tropical Africa and tropical Asia accoun~ 

for 40, 15 and 45 per cent, respectively, of the total 

plantations (Table 68). 

However, the industrial plantations in particular are q1..1i te 

heavily concentrated in large countries. In Latin America, 

Brazil alone accounts for about 7~ per cent of all the , 
industrial plantations, and in tropica1l Asia some 85 per cent is 

concentrated in India ldnd Indonesia. Nevertheless, in recent 

years the formation of forest plantations has expanded rapidly 

all over the tropical ccruntries, where some 1 million ha. are 

established annually. This should, however, be compared with the 

annual deforestation of over 7 million ha. 25 

Once established, the potential con tr ibut ion of fast-growing 

plantations to forest industry development is obvious! y very 

great. They can supply a uniform raw material instead of the 

existing mixed tropical hardwood [arests. The plantations 

already contribute 40 per cent of the industrial roundwood 

production in tropical America, but ~·ill only 5 per cent in 

Africa and Asia. In the short term, il the 1990's, their 

influence on the global forest indust. J\?velopment and trade 

balance w i 11 rerr.a in rather limited, since the area devoted to 

such ventures is still quite small, but after that many LDCs may 

follow Brazil's example as an important power in forestry and 

the forest industries. 

A gradual restructuring is going on in the world forest 

industries. The progress of bleaching technology has expanded 

the potential raw material base of the chemical wood-proc~ssing 

industry by making hardwood forest areas available as raw 

material sources. Furthermore, plantation forests with fast

grow ing timber crops will offer a considerable impetus for this 
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expansion in tropical countries. On the other hand, in the 

1960's the expansion of the forest industry in the Nordic 

countries, the traditional suppliers of the Western European 

market, reached its wood produci~J limit. This has restricted 

the growth of the Nordic forest industry and has contributed to 

a large increase in the cost of its wood raw material. In the 

short and medium term, North America with its still abundant 

wood re~ources and ambitious plantation programmes - e.g. in the 

southern United States with al ready 8 mi 11 ion ha. of forest 

plantations - has a good potential to ex~and its forest industry 

and also to penetrate into European markets. In the longer term, 

however, a major source of forest industry products for the 

world markets may be in the Third World, where at present a vast 

wood industry development potential lies practically unutilised 

in the tropical forests. 

5.3.5 Development of forest industry 

Over the last quarter of a century, the world forest industry 

has grown steadily, although the overall growth of demand has 

not been as intense as in many other industrial sectors. In 

spite of the relatively moderate growth rate, Lhe world 

consumption of forest products is still expected to increase. 26 

The demand will grow fastest in the Third World, due to the low 

starting level, economic growth and urbanisation as well as 

spreading literacy. There the production of the forest 

industries has also grown the fastest in relative terms during 

the 1 ast two decades. Th2 global share of LDCs has increased 

both in the mechanical and chemical forest industry sectors. The 

growth has been particularly intense in the production of wood

based panels and wood pulp, in which the global share of LDCs 

has increased threefold during the period of 1961 to 1981 (Table 

69). Obviously, the developed countries still dominate the world 

forest industry product ion, but the continuation of such a 

growth rate in LDCs could lead gradually to considerable changes 

in the geographical composition of production. At present, about 

a fifth of the world mechanical wood processing takes place in 

LDCs, but still only a tenth of the chemical wood processing. 
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Table 69. Production of forest industries by Finland and major regions, 
share of world total, 1961, 1971 and 1981 (per cent} 

Finland ll1Es socs LDCs 
1961 197 1 1981 1961 1971 1981 1961 1971 1981 1961 1971 

Found wood 2.5 1.6 1.4 32.7 28.4 26.4 20.4 17.3 14.0 44.4 52.7 
Sawn wood 2.4 1.7 2.0 50.3 51.7 49.8 36.6 33.7 28.5 10.7 12.9 

Wood-based 
i::anels 3.2 2. 1 1.6 79.0 75.4 64.6 13.0 13.4 16 .8 4.8 9. 1 
Worxi pulp 6.9 5.9 5.8 82.0 80.8 77. 1 8.6 9.7 9.6 2.4 3.7 
Pap.:?r and bo..~rd 3- 1 3.4 3.5 82.2 79.8 75.9 7.8 8.5 8.0 6.8 8.4 

Source: Appendix Table 10. 

The Finnish share in the glob~l forest industry has declined 

slightly in every sector except paper and paper board. The most 

dramatic decline has been experienced in wood-based panels - the 

sector with the highest growth rate in LDCs. The 1 ack of raw 

material has prevented the expansion of the base industry in 

Finland; hence, the only way to grow has been to concentrate on 

end products - such as different paper grades - with a high 

value-added content. They do not have a cost structure primarily 

dominated by wood costs. 

Regional shifts in the production capacity of the world forest 

industry are not necessarily reflected in the global trade 

structure, since the sector in global terms is very strongly 

home-market oriented. About 80 to 85 per cent of all forest 

industry product ion in the world is directed toward domestic 

markets. In Finland the situation i5, hence, exceptional since 

about two-thirds of its forest industry products are exported 

and in paper products the share is above 80 per cent. In the 

LDCs the share of exports in total production has been below 

average, except in the sectors of wood-based panels and, in 

recent years, wood pulp (see Table 70). This indicates that the 

forest industry in most LDC cases is predominantly home-market 

oriented and in its initial stage primarily represents an 

1981 

58.2 

19.7 

17 .0 
7.4 

12.6 
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import-substitution type of industrialisation. Obviously, 

country vat·iations in this respect are very great (Table 70). 

Table 70. ~ of exports in total production of fore3t products by 
Finland and by 11Bjor regions 1961, 1971 and 198i (per cent) 

Finland DMEs* socs LDCs World 

Roundwcod 
1961 12.0 2.7 1.9 1.5 2.0 
1971 2.6 4. 1 3.9 2.9 3.4 
1981 6.2 5.6 4.8 1.9 3.3 

Sawn wood 
1961 64.2 16.7 6.5 9.3 12.2 
1971 64.0 18. 1 8.2 11.0 13.9 
1981 65 .1 24.6 8.4 11.2 17 .4 

W:xxi-based panels 
196! 70.0 11.3 7. 1 zr.6 11.4 
1971 62.5 10.7 10.5 47.2 14.1 
1981 62.5 13 .7 9.9 29.9 16.3 

W:xxi pulp 
1961 37.2 17 .0 6.0 3.6 15.6 
i971 25.0 15.8 5.6 9.9 14.6 
1981 23.3 17.4 7.4 18 .0 16.4 

Paper and paperboard 
1961 83.3 18.6 5.0 2.8 16.5 
1971 81.8 20.5 10.0 2.8 18. 1 
1981 80.3 23.6 12.5 4.8 20.4 

• Note: Including Finland 

Sources: rAO, Yearbook of Forest Products, 1961 - 1972 and 1970 - 1981. 

Altogether, in global terms the share of exports has gradually 

increased in every forest industry sector. In Finland, though, 

outward orientation has slightly decreased, particularly in pulp 

production, where upgrading in favour of paper products has 

taken place. 

5.3.6 International division of labour in forest industry 

The world economy can be divided int0 forestry product exporting 

areas and importing areas. Table 71 and Appendix Table 10 show 

the supply and demand pattern in the international economy based 
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on this division. As described earlier, there are some 

inherently wocd-rich and wood-poor countries in the world, thr 

first being the potential Pxporters and the latter the p0tential 

importers. Furthermore, among thP exporters tht~e is a dis~inct 

division of labour, which is affPcted by the degree of 

development and industrialisation of a particular country. 

On a world basis, there are, and will continue to be, 

differences regionally between the production and consumption of 

forest products. The wood-poor areas in the Middle East and 

North Africa have consumed more wood products than they produce, 

but so have both Eastern and Western Europe as well as Japan. 

The major excess production regions have been North America, t~e 

Soviet Union and the ~ordic countries as well as the Far East, 

with smaller surpluses coming from Latin America and Africa. 

Although the production in LDCs has increased substantially in 

the last two decades, the balance between production and 

consumption has remained quite stable due to a parallel increase 

in their consumption of wood products (see Appendix Table 10 ). 

In fact, net imports of forest products are generally a 

relatively small proportion of consumption. The demand is 

primarily ::.atisfied by domestic production, even in the main 

importing areas of the world. Notable exceptions are the Near 

Eastern countries, which must supplement domestic product ion 

with substantial imports, because of a major lack of natural 

forests. Obviously, all major exporters have large indigenous 

supplies of natural raw materials. There are, how-ever, a few 

countries in which the forest industry is dependent on 

significant imports of sawlogs. Japan, South Korea, Singapore 

and Taiwan are major exporters of wood products that base their 

industries on imported raw materials. Half of these raw material 

imports originate in North America and the other half in the 

ASEAN countries. 27 

The balance betwee~ production and consumption of forest 

products significantly varies regionally by sectors. These 

variations reflect the pattern of the international division of 

labour in the world forest industry. Wh i 1 e the LDCs are net 
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Table 7t. Trade talMM:e or rore:st products by ~lons, t'J6t and t98 t 

lloundwood S.'twn won<1 lb><1 bi•~ f'Ulr· rai~r 

(dllton !%!') (mllllon r•) r-a-b (D'llllon (D'llllon 
(rt ll lon ir>) tons) tocu) 

1961 1C)ll1 1?61 t<lSt 1961 1981 19!>1 1981 191)1 

f11Es 

5 .\. -1.11 5.2 c;.I& 0.7 1.0 t.6 t.7 2.0 Flnl:m<1 
-1.9 -5.1 -1.2 -..st,,.n• Ew-o~ -13.8 -16.9 -11.9 -1).1 -0.5 -). I 

-0.6 -0.9 I.II 6.3 t.6 North Ar.~lc-a 0.9 17 .6 ).) 9.0 
-0.8 -0.11 other CJ1£5 -9.2 -35- t -1.8 -11.5 0.11 -0. 1 -0.2 

3Ubtotal -16.5 -35.8 -5.2 -J.2 0.0 -). 1 0.9 2.1 2.0 

socs 

!;cwi~t U111on 5.3 15. 1 l&.9 6.6 0.0 0.9 0.2 0.5 -0. 1 
0.0 

f..u~n EUl"'Of"! -J.6 2.7 o.8 0.11 0.1 -0.) -0.) -0.9 

subtotal 11.7 t7 .8 5.7 1.0 0. 1 0.6 -0.1 -0.11 -0. 1 

lDCs 

11.6 5.0 0.0 -0.) 0.1 -0. 1 0.0 O.l -0.2 Afr le-a 
-0.5 0.1 -0.9 Latln ~rte-a 0.) 0.1& 0.2 -0.8 o.o o. 1 
0.0 -0. 1 -0.3 No--ar f..ast -0.11 -0.7 -1.0 -'•.2 -0. 1 -1.1 

far East 6.) Ill .II 0.9 11.0 0.1 J.j -0.) -1.2 -0.6 

subtotal 10.8 19. t 0.1 -1.J 0.1 2.2 -0.8 -0.11 -l.O 

Source: A!'Pt"ndix Table 10. 

exporters of forest products as a whole, their sectoral trade 

baJ ance is positive only in production of roundwood and of 

wood-based panels. Particularly in paper products, all of them 

are major net importers. As far as regions within LDCs are 

concerned, the Near East is a net import area and increasingly 

so - in every sector of the forest industry. The Far East is a 

major export area of mechanical wood processing, but a net 

import area in chemical wood processing. In Latin America the 

forest industry is primarily directed toward home markets, while 

Africa's role in international trade has been to be a source of 

tropical roundwood. 

The pattern is the opposite in the DMEs. The higher the value

added content of a sector, the better the representation of that 

particular sector in the DMEs. Western Europe and Japan are the 

world's leading importers of roundwood and of sawn wood, while 

their dependence on imports is distinctly less as far as more 

processed wood products are concerned. 

importer of roundwood today, while 

Finland, 

in other 

too, is a net 

sectors it is a 

major net exporter, the most rapid expansion taking place in 

exports of paper products. This global division of labour in the 

trade of forest products is highlighted in Table 72 and Figure 
12. 

19!1! 

11.8 
-1.9 
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-0. 1 
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Table 72. CCll!position or forest product exports of Finland and major regions, 1981 
{per cent) 

Finland r:.tEs socs LOCs of which N:lrld 
Latin All?erica Far East total 

Roundwood 3.6 8. 1 28.5 37.6 2.4 46.8 13.5 
Sawn wood 18 .3 17 .7 38. 1 22.6 25.9 25.0 19.9 

plywood 5.9 3.8 4.5 21.6 8.9 23.3 6.8 
particle board 1.0 2.2 1.5 0.4 0.8 0. 1 1.8 
fibre board 0.6 0.8 2.3 0.9 4.4 0. 1 0.9 

Wead-based panels 7.5 6.8 8.3 22.9 14. 1 23.5 9.5 

irechanical pulp 0. 1 0.7 0.0 0. 1 0.5 
cheitical eule 16.4 20.5 8.9 8.7 35.9 0.0 17 .5 

Wood pulp 16.5 21.2 8.9 8.7 36.0 0.0 18.0 

newsprint 13.8 14.2 3.7 2.4 10.2 0.6 11.7 
printing, writing 
paper 19.2 11.6 2.4 2.0 3.2 1.6 10 .3 
household, sanitary 

0.6 0. 1 0.8 paper 1. 1 0.9 0.2 0.5 
wrap., pack.paper, 
paper board 8.9 12.0 4.7 1.8 1.5 1.4 9.6 
special ~~r 11.0 7.4 4.7 1.7 6.0 0.8 6.7 

Paper and paperboard 54.0 46 .1 16. 1 8. 1 21.4 4.5 39. l 

Total forest products 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
Total (~illion $) 4 987.6 34 927.0 3 807.8 7 603.6 525.9 4 404.5 51 326 .0 

Source: F'AO, Yearbook of forest Products, 1970-1981. 

The forest product export composition varies distinctly by 

regions. In the DME exports, the mechanical wood industry is 

represented below and the chemical wood industry above the world 

average, while in the exports of Socialist countries and LDCs 

these relations are reversed. In fact, around two-thirds of the 

forest product exports of the latter country groups are 

comprised of basic raw material: roundwovd and sawn wood. The 

corresponding share in the DME exports is only about 25 per 

cent. On the other end of the production chain, paper and paper 

board account for about 46 per cent of DME exports, while only 

for 8 per cent of LDC exports. The pattern of the international 

division of labour is thus fairly clear. 
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Figure 12. Forest product export compo
sition of Finland and major regions, 1981 
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).3.7 The pattern of specialisation in LDCs 

The LDCs have tended to specialise in a rather narrow range of 

forest products. A low level of diversification is a typical 

feature in their production and export pattern. In fact, besides 

roundwood and sawn wood, only the shares of plywood and, on a 

smaller scale, of veneer products in LDC exports are above the 
world average figures. Regionally, the high product 
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concentration of LDC exports is even more pronounced. In the Far 

East - represf'?nt ing about 58 per cent of the total LDC forest 

industry exports - some 95 per cent of exports are composed of 

either roundwood or sawn wood and plywood. In the other r:i.:.jor 

LDC export area, Latin America, the wood processing is ore step 

more advanced. Roundwood exports have a meagre share, while all 

grades of wood-based panels except particle board and 

chemical pulp have a share distinctly above the world average. 

These are also rather low-yield products, for which the wood 

cost is the dominant cost factor. 

Al together, the large discrepancy between processed wood and 

unprocessed wood in the LDC exports underlines the argument that 

thPre is great potential for expansion in the LDC forest 

industry. So far, their production and export pattern is 

predominantly complementary to that of the DMEs and 

part icul arl y to that of Finl and, whose exports are primarily 

composed of high-yield products, such as different paper grades. 

Hence, the new supply of forest products from LDCs does not , in 

its present composition, threaten to undermine the base of the 

forest industry structure in Finland or in DMEs as a whole. 

As well as a high degree of product concentration, there is also 

a strong country concentration in LDC forest product exports. In 

fact, only a handful of countries have been responsible for it. 

The three leading countries - Malaysia, Indonesia and Brazil -

accounted for almost a half and the twelve leading countries for 

some 87 per cent of the total LDC forest product exports in 1981 

(see Table 73). Regionally, the leading exporters are 

concentrated in four areas: South-East Asian insular, East Asia, 

West Africa and Latin America. Moreover, there are some other 

major LDC producers 1 ike Mexico, India and China, but their 

forest industries are predominantly home-market oriented. 

Developed countries are, however, the leading forest product 

exporters in the world. Canada and the United States, with their 

large resources, have been the world leaders, follcwed by 

Sweden, Finland, the Soviet Union and West Germany. The top LDC 

- namely, Malaysia - does not appear until the seventh positio11 

of the world ran~ing order. 
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Table 73. Twelve leading LDC exporters or forest products, 1981 

Value Per cent share 
(rr.illion ~s $) 

1. Malays:a 1 713.0 :i2.s 
2. Indonesia 020.3 13 .4 
3. Brazil 945.2 12.4 
4. South Korea 550.5 7.2 
5. Taiwan Provine<' 502.4 6.6 
6. Singapc::-e 441.4 5.8 
7. Philippines 421.5 5.5 
8. Chile 344.7 4.5 
9. Ivory Coast 300.2 3-9 
10. Gabon 178.5 2.3 
11. Bur:r.a 111.0 1.5 
12. Carr:eroon 104 .5 i.4 
All above 6 676.8 81.2 
Totd.l LDCs 7 603 .6 100.0 

Source: FACl, Yearbook of ::-crest Products, 1970- 1981. 

Nevertheless, since LDCs have specialised in exports of basic 

forest products, their prominence is more accentuated in those 

sectors. Malaysia is the world's second largest exporter of 

roundwood, and two other South-East Asian countries, Indonesia 

and the Philippines, as well as two West African countries, the 

Ivory Coast and Gabon, are among the twelve leading rou~dwood 

exporters. Also, in the exports of sawn wood, three South-East 

Asian countries and Brazil are among the top twelve exporters of 

the world (sec Table 74). 

In the exports of wood-based panels, the posit ion of LDCs has 

been the most prominent. In particular, the Far Eastern plywood 

industry, as the most important sub-sector of wood-based panels, 

has represented one of the most expansive sectors within the 

world forest industry during the past thirty years. First Japan 

developed a major plywood industry during the 1950's, and soon, 

in the course of the 1960' s, it was followed by South Korea, 

Taiwan and, a bit later, by Singapore. Today, South Korea and 

Taiwan are, in fact, the world leaders in the exports of wood

based panels. 
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Most plywood production in the Far East is, however, based upon 

logs purchased from the South-East Asian countries. Within the 

last f~w years a change has occurred in this division of labour. 

The roundwood suppliers have moved to restrict the exports of 

logs and to insist that wood-based panels be manufactured in the 

country of the log source. Hence, it is possible that in the 

coming ten years Malaysia, Indonesia and the Philippines may 

assume the production and export roles filled so far by the Far 
. 28 Eastern countries. 

Table 711. 1\oelve lead~ e~ or rarest products by sectors, 1981 
(per cent :!hare or "°'" ld total ) 

Roundwood Sawn wood libod-based panels libod l!!!l(! Pa~ and ~~board 
Unit~ States 2].0 Canada 25.0 South Korea 8.2 Canada 311.5 cana~ 
Halaysia 15.7 Sweden 10.1 Taiwan Pro.,in<• l!.O lklit~ States 17 .9 Finland 
Sc111 .. t Union 11.9 &>·11et Umor. 9.) finl..S 7.9 Sweden 111 .5 9"eden 
lndones1a 10.3 Unit~ St.ates 9.1 lkli ted States 7.2 Finland 8.9 United Stal!"!> 
Ivory Coast J _., Finland 9.v ..,st Cerftny &.2 frazil 11.0 West Genr.any 
Australia 2.B Austria 6.0 Belgim 6.2 Soviet Union 3.11 Ullted Kingt!orr 
France 2.7 lttlaysia 11.6 France 5.0 Nonlay ;;.6 .laJW'l 
Finlan-j 2.6 lbrionia 2.3 Singapore II .II Portugal 2.2 Netherland:; 
W.-st Genr.any 2.5 Brazil 2.1 ~<Wif't Union 11.1 Oille 2.0 France 
Cana.1:i 2 .3 Indonesia 1.9 Cviada 11.0 ~ 2'-aland 1.5 llustri;i 
Philippines 2.3 Yugosl;ivla 1.8 !ttlaysia J.2 Austria 1.3 No""'ly 
G.'lt>oo 

Source: 

2.3 Sini;:;pwre 1.8 Austria 3.0 South Africa 1.3 Italy 

'ppend1x Tabl!" 11. 

As far as chemical wood processing is concerned, the LDCs have 

not been able to penetrate into world export markets on a 

similar scale as they have done in the mechanical forest 

industry. So far, not a single LDC has succeeded in coming up to 

join the twelve leading exporters of paper and paper board 

products. By contrast, two Latin American countries - Brazil and 

Chile - have emerged among the top twelve wood pulp exporters of 

the world during the 1970' s (see Table 74 and Appendix Table 

11). Their examples may reflect the potential for LDC expansion 

in the future global trade of the chemical forest industry. This 

expansion will be primarily based on fast growing plantation 

forests. What kind of effect the spreading industrial use of LDC 

forest resources has had and will have on Finland's role in the 

world forest product trade is still an open question. 29 
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.3.8 Ftnland's global market shares 

Finland has for a long time been among the leading countries tn 

the international trade of forest products. In the long run, its 

glob al market shares have, however, gradually declined. In 

particular Finland has lost markets in Western Europe. Primarily 

North American but al so LDC producers are efficiently 

penetrating into the traditional market area of the Nordic 

forest industries. At the same time, however, during the last 

quarter of a century, a substantial change has taken place in 

the composition of Finnish forest product exports. International 

specialisation within the Finnish forest industry has shifted it 

away from basic products towards end products with a high 

value-added content. 

At the begiPning of the 1960's, Finland was the leading 

roundwood exporter in the world, accounting for 13 per cent of 

the world total. Furthermore, together with Japan and Sweden it 

was the leading exporter of wood-based panels at that time. In 

fact, at the beginning o:': the fifties, Finland accounted for 

nearly a half of world plywood exports. Over the course of the 

next thirty years, though, the situation changed drastically. 

In roundwood exports Finland has lost ground, in particular, to 

the United States (due to increased exports of coniferous logs 

from the US West Coast to the Fa~ East) and to LOCs. The Finnish 

global share dropped to 2.6 per cent in 1981. Similarly, in the 

exports of wood-based panels, the Finnish share decreased 

between 1961 and 1981 from 13.8 per cent to 7.9 per cent, and 

also in sawn wood from 12.2 per cent to 9.0 per cent of global 

exports (see Table 75 and Figure 13). 

The LDCs have taken over Scandinavia's and Japan's position as 

the dominant exporters of wood-based panels. In fact, Japan and 

Sweden are no longer among the twelve leading exporters in the 

world, and although Finland is still the third, its global 

market shares have steadily declined in every sub-sector of 

wood-based panels. At prC'!H'nt, South l(or(';J and Taiw,1n r·rovinC(' ar•· •.:he 

leading Pxporters of plywood the most established and 
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conventional wood-based panel product - in the world, followed 

by Finland and Singapore. The present LDC dominance in thP. 

plywood exports is accentuated by the fact that among the eight 

leading countries six are LDCs (in addition to the above 

mentioned, this includes Malaysia, the Philippines and 

Indonesia). Also in the fibre board exports, LDCs have emerged 

as important market pvwers, Brazil being the world's leading 

exporter today. The global market share of LDCs has increased 

from a mere l per cent in 1961 up to 15 per cent in 1981. With 

regard to wood-b~sed panels, only in the exports of particle 

board - being of ti:.! most recent origin and having appeared in 

production only within the last thirty years - have the DMEs so 

far maintained their position as the principal exporters. 

Table 75- Sare or f'lnland and 11&jor regions ln world export:s or rore:st products by sectors, 
1961. 1971 and 1981 (per cent) 

SOC3 l.DC5 Finland IJ1F.s 
1961 1971 1981 1961 1971 1981 1961 1971 1981 1961 1971 1981 

Round wood n.o 1. 1 2.6 29.3 311_5 .iio.8 15.11 l7 .II 15.li 11'.3 117 .0 111.2 

Sawn wvod 12.2 8.0 9.0 57 .2 60.5 60.11 20.3 19.0 13.9 10.3 12 _II 16.7 

rl 1'WOO<i 13-7 10.5 8.6 63.8 113_7 39.2 8.3 6.0 11.9 111.2 39.ll 117.3 

~rUcle board 12.0 8.0 5.7 76.11 80.9 85.2 11.9 9.6 6.1 6.8 1.5 3.1 

fibre ~rd 111.7 10.3 6.8 82.7 71.8 511.7 1.6 12.1 19.0 1.0 5.ll 15 _,, 

w._,._"1-h,.,;e<I panels 13.8 10.2 7.9 68.1 51.7 119.7 6.8 7-2 6.5 11.3 30.9 36.0 

ira·tuni<'al pulp 11.C, 2.6 2.0 119.0 96.5 97.6 0.0 0.9 O.J 

cheirie;t~ pulp 15.2 10.1 9.1 80.7 83.8 79.9 3.5 3.8 3.7 0.7 2.3 1.1 

Wood pulp 111.9 9.8 8.9 81.2 811.2 80.li 3-2 3-7 3.6 0.6 2.3 7.1 

l'l"!Wsprint 10.6 10.2 11.5 86.6 86.o 83.1 1.9 3.0 2.3 1.0 o.8 3.1 

print., writ.parer 13.2 111.6 18.2 79.7 80.8 71.2 11.5 3-3 1.7 2.7 1.3 2.9 

other paper and board 17 .6 111 .7 11.7 78.2 78.3 79.11 3.0 5.3 5.1 1.2 1.7 3.6 

Pa~r ano board 13.1 13.2 13.3 62.11 81.11 79.9 2.6 II.I 3.11 1.3 1.3 3.3 

Total rorest products 13.11 9.3 9.7 68.2 67.3 68.0 9.3 9.7 7 .II 9.1 13.7 111.13 

Sources: FAO, Yearbook or Forest Products, 1961- 1972 and 1970- 1981 

Also in the exports of wood pulp Finland as well as Sweden have 

gradually lost their global market shares. This is primarily due 

to increasing integration of pulp and paper manufacturing 

operations aimed at better wood utilisation and economy-of-scale 

benefits as well as the upgrading of the end product. North 

America has overtaken the Nordic countries as the leading 

exporting area. Another expanding source of wood pulp 

particularly chemical pulp - has been some of the Latin American 

countries, namely, Brazil and Chile. Mechanical pulp is produced 

from coniferous species for special paper grades~ hence, in its 
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exports the role of LDCs has been negligible. Altogether, 
however, the share of LDCs in the t~tal world pulp exports has 

grown significantly, moving from 0.6 pPr cent to 7.1 per cent 

between 1961 and 1981. 

Figure 13. Share of Finland and major regions in world 
exports of forest products, 1981 

" 100~ 

90 ._ 

80 .... 

10-

60 >-

50 .... 

40 -

30 ~ 

20 .... 

round
wood 

~:'.;j Flnl•nd 

1¥/////B. 
~//////A 

••wn 
wood 

D DME• 

panels pulp 

~soc. 

P•per 

~ LOC1 

an for .. t 
product a 

In thP. exports of paper products, LDCs have not so far oeen able 

to penetrate into world markets to any considerable extent. 

Finland, though, has succeeded in maintaining its global market 

share in this sector, despite the declining shares in every 

other forest industry sector (Table 75). Already over two 

decades, Finl and has bt!en the world's second 1 argest paper 

exporter after Canada. Within specific paper grades the Finnish 

position is even more prominent. It has been the world's leading 

exporter of printing and writin~ papers for quite a time. 
I 
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Moreover, in recent years Finland has overtaken Sweden as the 

world's principal exporter of household and sanitary papers as 

well as of special industrial papers (see Table 76). Hence, 

Finland has quite successfully substituted exports of 

specialised high-yield paper products for exports of basic wood 

products. 

Table 76. lt>rld leadiiv; exporter3 of chemical forest l.ldu5try product.3, 1981 (per r.ent) 

f.xport!l of Share of world tot.al .Share of countr)". total 
.'.;macla USA SWP.<len Fin lam! l.brld r.,,.,,ia 11'.>A Swe<ten Finlanot l.brld 

wood ruIP 311 _5 17 .9 14 .5 8.9 100.0 112.1 4'). 1 33_9 23.4 11 J. 

rrewsrrint 60.3 2.3 10.0 11.5 100.0 118.J J.ll 15 . .? l'l.7 20.4 

printin~ and writing 
18.2 paper 5.8 5.4 7.1 100.0 4 .1 7.8 9.4 21.2 18.0 

hou!lehold and sanitary 
paper 8.6 12.1 12.7 13.5 100.0 0.5 1. 3 1. 3 1.5 1. 3 

wrapping and pac-kdkini:i; 
>"!rer :.mt tlo:lrd 5 _Ii 24.6 22.1 9.0 100.0 3.6 33.2 27.7 1~' '· Hi. 9 

special industrial paper 1.8 9.4 111.4 16.0 100.0 0.8 A .8 12.5 1').6 11.7 

Tt,t:tl ci1Pmic'1l frwe,;t 
in1111~tr:: 25.4 12.5 13 . 11 12.0 100.0 100.0 100.0 100.0 100.0 h":.o 

,Source: F AO, '(p;irh00k of !"orP5t Prr-.tu~t,;, 1970-1981. 

The Finnish success is even more pronounced when compared with 

the other leadin~ forest product 

Finl and, they have concentrated 

exporters. More so than 

on relatively low-yield, 

standard products such as pulp and newsprint as well as wrapping 

and packing paper and board (Table 76). Canada's paper industry 

is predominantly producing newsprint. The United States and 

Sweden are the world's leading exporters of wrapping paper ar.d 

board. Also, the exports of pulp are relatively prominent in the 

exports of each of these three countries. Finland, on the other 

hand, has specialised relatively more in special paper grades. 

s.3.9 Finn~sh exports by destination 

The major export markets for the Finnish forest industry have 

traditionally been in Central Europe, particularly the United 

Kingdom. As it is Finland's major export industry, the trade 

network has been well-established and quite steady; hence, 
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Table 77. Fl.m13h forest product export.s by mjor country destinatiorm, 1960, 1970 and 1981 (per cent of total) 

Total forest Sawn wood 
l«:lod :tanufac- Pulp Parer F~.wni ~urf! 

Eroduct:s turP.s 
1960 1970 198\ 1960 197".l ns1 19t\) 1970 1901 19ti0 1970 1981 196u 1970 11m ~~~~ 

~'nl. tea Kingdoa: 2s.a 25.3 18.8 39.0 34 .8 17.9 53. 3 44.4 16.0 30 • .3 25.9 15.8 12.6 18.3 20.5 J.4 3,3 2.6 

So·11et ~ion 5.7 7.8 15.6 2.J O.J 0.1 1 . ') 1.0 a.3 4.9 6.7 14 .2 10 .2 12.1 21.0 72.0 25 .1 33 . ., 

Oie:st Ger.ca.ny 12.5 12.5 12.9 13.!l 11. 3 11.0 4.5 7.S 14 .7 7 ... 8.9 19.B 16.6 15. 7 11.0 16 .5 10 .2 11.·1 

~~:LOC"e 5.8 5.9 7.0 6. 1 7.5 9 .'.l 0.3 2.2 4.3 9.3 8.9 8.9 4,2 4.5 6.1 1.0 1 .2 2.3 

s~~en 2.3 3.9 5.5 ;.2 3 .6 10.J 3.7 12 .'l 11 .3 - 0.1 0.5 0.6 2.9 3 .o 1. 7 ~j.~ t~ .~ 
,..., -

Setherla."ld:s 7 .:i 6.6 11.3 10.5 12.3 3. 1 5.3 2.3 l.J .2 7.1 8.3 4,3 4,9 4,5 2.9 1 .7 1.2 1. 7 -c 

DercarK II. l 11.2 3.3 11.9 6.5 4.7 4. 7 2. 7 2.5 2.0 1.4 1.2 4,3 4,9 3,5 0. 1 4 ,r, 1.6 

Italy 2.5 2.9 2.8 1.2 '.) ,4 3.9 0.2 o. 3 2.J 5.2 10.7 9.5 2.4 0.3 0.7 0.5 0.3 ') .5 

3el.g1un: Q.O 2.9 2. l 5.0 5.4 3.9 2.6 0.7 2.3 2.9 j.2 2.5 3.9 2,4 1. 3 1. 2 0.7 ') .5 

Australia l.11 1.3 1 .9 0.3 0.2 0.1 1.1 0.5 - 1. 7 1 ,4 o.6 2.4 1.9 3.2 0.0 CJ,1 o.~ 

::nl.ted States 5.6 5. 1 1.5 0.0 0.0 - 9.2 11.6 2.3 6.5 2.0 0.9 'L9 7 .1 2. 1 2.7 ~ . ,, ' 2.2 

&!~total 711.5 73. 1 711.2 87.5 82.0 68.6 78. 1 74.8 66. 1 71.8 75 ,4 77.3 62.6 68.0 67.7 9'5. 1 ~o .:; ~ 1.4 

:..."'Cs 8.6 7.3 111. l , . 7 3,11 19.11 4.3 3,7 20.3 9. 3 4 .1 7.0 16.7 11.2 13 ,.j 0.2 0.7 5.~ 

-:"ctal 100.0 100.J 100.0 100.0 100.0 lOC.J 100 .o 100.0 100.0 100.J 100 .o 100 .o 100 .o 100.0 100.J 100. j i,jlJ' ,J 100.:, 

:otal ( :i:il .:tk l 2385 .9 ~~53.0 23660.6 8111.'5 1006.6 11713 .6 165. 3 518.S 2010.a 542.7 1218.2 3557. 9 329.3 2532.2 13218.3 '{. 4 7'{. 1 619.7 

Sources: ~ff!cial fore1gn Traje Stat!:st1cs, 1960, 1970 and 1981. 
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drastic shifts in export destinations have been rare and rather 

anticipated. In Lhe long run, however, a quite substantial 

change is taking place in the regional structure of Finnish 

fo1est product exports. 

widened alcng with the 

The country composition has gradually 

diversification and upgrading of the 

export structure. In particular, the dominance of the United 

Kingdom as the principal market outlet has diminished. In 1960 

its share still accounted for 29 per cent of Finnish forest 

product exports, while in 1981 the share was 19 per cent. The 

composition of trade with the United Kincjom has changed very 

substantially, since the -British share tn Finnish paper has 

increased markedly, while in other sectors the decline has been 

very notable (Table 77). Another major decline is the almost 

total disappearance of the United States as an export market for 

Finnish wood manufactures and paper products. 

Major increases in the shares of Finnish exports have been 

recorded by the Soviet Union and the LDCs. The Soviet trade has 

offered a new market outlet, particularly for the chemical 

forest industry, while the growth of LDC trade is primarily due 

to increased exports of the mechanical wood industry to the Near 

East. The latter growth is partly related to construction 

projects increasingly carried out by Finnish contractors in 

Middle Eastern oil-producing countries during the 1970's. At the 

same time as the Finnish forest industry exports have extended 

into new markets, its overwhelming dominance in the Finnish 

trade with the traditional export destinations has gradually 

decreased. 

Nevertheless, excluding tradP with the Soviet Union and Sweden, 

the Finnish export structure is still quite undiversif ied. As 

regards the major trade partners, forest products cover some 70 

per cent of the Finnish exports to the United Kingdom and France 

and 55 per cent to West Germany. These shares were, howevPr, 

considerably higher twenty years ago, as shown in Table 78. 

The lack of diversification in the commodity structure of 

Finnish exports has made the overall economic development in the 

country vulnerable to changes in the major export markets. The 
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demand for forest products has grown more slowly than the 

avrrage 0v~rall demand, although its growth is expected to be 

quite persistent over the longer run. M0reover, fluctuations in 

to rest industry extJorts are usually much larger than variations 

in world trade in general. There are two reasons for this. 

Table 78. S1are of forest products in total Finnish f!XJX)rts to ilBjor 
country destinations, 1960, 1970 and 1981 (per cent) 

1960 1970 1981 Forest product exports 
1981 (a:il. ~k) 

L'ni ted Kingdcrc: 91.0 81.7 69.4 4 <+58.2 
S:J·.r iet Union 30 .4 35.7 24.8 3 693.7 
'4est Gem.any 81.6 66.9 55.4 3 054.0 
t='!"ance 94.4 86.9 69.5 l 653.8 
Sweden 40.0 14.l 16.3 l 311.2 
Netherlands 94.0 80. l 49.7 l 019.8 
Dem.ark 89.9 58.2 39.6 791.2 
Italy 87.5 65.2 56.4 659_7 
2el.giu..rr: 80.9 ·87 .7 54.7 498.2 
United States 84.9 61.0 16 .3 363.2 
Austr-alia 98.2 87 .6. 82.3 459.4 

~rid tctal 75.4 56.3 39.2 17 599 _,) 

Sources: Official roreign Trade Statistics, 1960, 1970 and 1981. 

First, the mechanical wood industry, in particular, is very 

sensitive to general economic trends and especially to the level 

of construction activities. It is estimated that construction -

which is usually most strongly affected by cyclical variations -

accounted for about 60 per cent of all sawn wood and for 50 per 

cent of all wood-based panels used in developed countries during 

the 1970's. JO 

Secondly, since the world forest industry is predominantly 

home-market oriented and imports are conventionally a supplement 

to domestic production, shifts in demand are first and foremost 

met through import reductions. 

As a result, for example, in Finland, the annual fluctuations in 

the export volume of sawn wood were as high as 40 per cent 

during the most unstable years of the 1970's. Moreover, since 

instability is caused by shifts in demand and, subsequently, 

export pr ices, and since volumes move in the same direction, 



export income fluctuations are even further aggravated.
31 

Hence, 

in Finland international cyclical variations normally reach the 

economy after a time-lag, but their effects tend tc be mart' 

pronounced than usually in DMEs.
32 

5.3.10 Factors of competitiveness in forest industry 

The wood-processing industry is characterised by slow technical 

devf'lopment. Al though considerable evolution has occurred in 

sizes of production units and their technical details, there 

have been very few revolutionary changes in technology. The 

manufacturing technology is based on well-known principles and 

universally readily available machinery. Most products are bulk 

or semi-bulk types of standardised commodities. Products from 

different sources are typically interchangeable, hence, the main 

means of competition is price. Particularly in the 

competitiveness of capital-intensive chemical wood processing, 

differences in raw material costs are paramount. Also in the 

mechanical forest industry, wood cost is typically the dominant 

cost factor. Hence, the global structure of the forest industry 

tends to be determined by the availability of suitable raw 

material. 

The Nordic countries, the traditional external suppliers of 

forest products in the Western European mar~ets, have tw0 main 

advantages: their wood resources are of good quality, and they 

are nearer to the main market than their overseas competitors. 

However, their wood resources are now fully utilised; hence, the 

wood cost is high. During the 1 ast two decades the Nordic 

countries have gradually 1 ost their pr ice leadership in the 

European market to overseas suppliers. Especially North American 

but also some LDC producers have increased their market shares 

in Western Europe. They can benefit from cheap wood raw 

material, particularly by utilising fast-growing plantations. 

The high wood cost is especially disadvantaqeous in low-yield 

standard products such as sawn wood, wood-based .• anels, pulp and 

linerboard. In particular, pulp and different panel products can 

now use a wide range of wood raw materials; hence, it is, for 
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example, possible tc utilise more effectively the diversity of 

material available from nnxed tropical forests. Tc stay 

competitive, 

and more on 

dominated by 

the Finnish forest industry has to concentrate more 

end products which do not have a cost structure 

wood cost. This wou.'ri imply a trend away from 

primary wood products into secondary wood manufactures, such as 

pre-fabricatej houses, furniture and joinery, and from pulp into 

paper making and further into converted paper products. These 

products are competing primarily in terms on their high quality 

or specific design. 

Furthermore, wood has the potential to become an increasingly 

important raw material for the chemical industry. Chemical 

feed-stocks derived from wood as by-products of pulp making are 

used in the production of turpentine, alcohol, adhesives and 

coati~gs as well as of viscose rayon and other synthetic fibres 

processed conventionally by the petrochemical industry. It is 

also technically possible to produce food for livestock as well 

as producer gas and even oil out of wood. As energy prices are 

increasing, the production of fuels, such as alcohol and 

producer gas, could become a more widespread use of the forest 

biomass. These opportunities have, however, been beyond the 

scope of the conventional forest industry to date. 

In order to upgrade the industrial structure as well as to 

innovate new products or processes, substantial research and 

development efforts are demanded. Typically, the forest industry 

has been a non-science-based, already standardised, low

technology field compared with most other industries. Therefore, 

the relative rese~rch input has remained quite low, as 

highlighted in Table 79. 

Altogether, Finland has devoted relatively modest resources to 

research and development. Total R & D expenditures in recent 

years have amounted to only slight 1 y more than 011e per cent of 

the GNP, placing Finland on the same level as the other semi-

peripheral economies of Europe. As a result, Finnish industrial 

development has been dependent on the importation of technology. 

Foreign technoloqy inputs havr> mainly nriginatcd from West 

Germany, Sw<>den <lnd th<' Uni t-1~d Stat f?S. 
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Table 79 _ Total re3ea.l"Ch and development expenditure and R & D 
expenditure of paper indU3try in some IMF.s, 1979 (per cent) 

United Stat.es 
West Ger:r.any 
Sweden 
France 
Finland 
Canada 

Total R&D share of 
GNP 

2.4 
2.3 
1.9 
1.8 
1.1 
0.9 

Paper industry R & D 
share of gross value 

0.8 
0.5 
0.9 
1.0 
0.6 
0.4 

Sour·~es: Official Statistics of Finland, Research Activity 1981 
and Marja Korpi 1taara ( 198 3 ) 

Nevertheless, in some specific fields, particularly in the wood 

processing industry, Finland has been able to reach notable 

technological self-sufficiency. Based 

technology adapt at ions, Finni sh industry 
on foreign basic 

is today capable of 
producing its own machinery and equipment and of developing 

automated systems of production for wood processing sectors. In 

1981 som~ 92 per cent of the domestic demand for pulp and paper 

making machinery was domestically satisfied, and some 24 per 
cent of the production of these machines was exported. A 

corresponding degree of self-sufficiency does not exist in any 

other sector of capital goods production except ship-building 

and on a minor scale lifting, construction and mining machinery. 

Finl and has thus been able to become an important producer of 
paper machinery, challenging the domination of the traditional 

core producers. It is, in fact, estimated that over the past two 

decades a quarter of the world's 

deliveries have come from Finland. 33 
total forest 

Furthermore, 

machinery 

during the 
last two decades, big specialised forest sector consulting 
companies have also emerged in Finland, 

internationalised their activities. 34 
and they have rapidly 

During the last decade, heavy investments have been made in the 

Finnish forest industry in order to modernise the production 
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capacity and to expand plant sizP and, hencP, to strengthen the 

international competitiveness of thr industry. At present, ~ith 

its precessing technology, machir•."'ry and production direction 

systems, the Finnish wooct processing industry is the most 

advanced 1n international com?arisons. Similarly, the product 

coverage of the sector has widened and the value-added content 

increased. The semi-peript-.eral economy has quite successfully 

focused its industrialisation efforts as wel 1 as export 

expansion on this :esource-based sector. 

In the long run, however, there are two maJor factors which are 

growth potentiality of the Finnish forest restricting the 

industry: first, 

competitive sh if ts 

tightened resource constraints and, second, 

in external markets due to new sources of 

production. Finland has already reached its wood producing limit 

on a sustained yield basis, and as wood has become a scarce 

resource, its price has tended to rise. Forest industry products 

compete primarily by price; hence, low-cost wood sources have 

gradually become more and more competitive. Technological 

advances in the use of short-fibre raw materials for pulp and 

paper making and programmes of establishing fast-growing 

pl an tat ions have opened up new vi st as, particularly for the 

utilisation of tropical forest areas. At present, there is a 

great inbal~nce with regard to the distribution of forest 

resources and the processing of these resources between 

developed and developing countries. The vast potential of the 

tropical forests is practically unutilised. 

'i.3.11 Adjustment rc>qu:rc>mc>nts due to LDC competition 

The worldwide potential competitiveness of the new, low-cost raw 

material sources of LDCs has gradually started to reshape the 

global structure of the forest industry. During the last two 

decades, LDCs have been able to incre~.se their global market 

shares in every forest industry sector. Particularly striking 

has been the expansion 1n the exports of wood-based panels. Also 

in sawn wood and pulp production LDCs have shown strong 

potential. This development is obviously creating notable 

adjustment i1·q11; ri·mt'ni s fo;· the dominant export sector of Finland. 
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In the she rt run, however, the compet it i •!e threat of the LDC 

fcrest industry is rather limited in the traditional export 

markets of Finland. First, the new LDC wood processing industry 

is primarily directed toward home markets rather than experts. 

Secondly, Finland enjoys freer access to European markets than 

LDCs due to its preferential trade agreements with EFTA and the 

EEC countries. The international trade in wood and wood products 

is regulated by means of not only tariffs but also various non

tariff measures. Trade barriers particularly discriminate 

against processed products. While logs, sawn wood and pulp are 

admitted free of duty in DMEs, wood manufactures and paper 

products face high tariff rates, which in some cases are nearly 

prohibitive. 3 5 These trade restrictions of fer a distinct 

advantage to Finland as opposed to its LDC competitors. 

Third, at the initial stage, the LDC forest industry production 

and export pattern is predominantly. complementary to that of 

Finland. LDC exporters are concentrated mainly in low-yield 

standard products such as sawn wood, wood-based panels and, on a 

limited scale, pulp, while Finnish competitiveness is based more 

on high-yield paper products, for which the wood cost is not the 

dominant cost factor. 

Al though the new supply of forest products from LDCs does not 

threaten to undermine the base of the Finnish forest industry 

structure in the near future, in the longer run, however, it has 

the potential to reshape the global structure of the wood

processing industry. The way for the Finnish forest industry to 

adjust - both in mechanical and chemical wood processing - is to 

further upgrade its industrial structure in favour of end 

products with higher value added and special qualities. More R & 

D inputs are needed, particularly for advancing chemical 

processes in the forest 

of the forest biomass. 

industry and thus for widening the use 

There are some possibilitiP.s of 

increasing the domestic raw material supply by utilising trees 

more ful 1 y to reduce forest residues as wel 1 as by recycling 

waste paper more efficiently. The only other alternative in 

efforts to solve resource constraints is to rely on external raw 

material supplies either by increasing imports or by 

internationalising manufacturing operations. 
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To what extent has the Finnish forest industry as well as 

Finnish industry 1n general been a~le to develop its 

multinational interests by d~rect foreign investment? This 

question is examined in a more detailed way in the next chapter. 

The main focus is on the Finnish investments in the Third World. 
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Chapter 6 

PRODUCTION CAPITAL AND TECHNOLOGY TRANSFERS 

Internationalisation of marketing and production v1a direct 

foreign investment (DFI) has been a conventional strategy in 

response to increasing competitive pressure in export markets. A 

typical sequence of this internationalisation process is for 

companies to first rely on traditional export transact ions by 

utilising foreign trade representative3 and agents. The second 

phase entails setting up their own sa!0s affiliates abroad. The 

third stage involves executing a variety of licensing agreements 

for supplying specific te.:hnologies, machinery, training of 

marketing activities. And fourth, to increase further foreign 

involvement, companies attempt to locate production activities 

abroad with direct equity participation. 1 

A general motive for substituting capital investment for trade 

is to deepen and strengthen traditional export 

tariff 

ties abroad. 

barriers and Increased competition, the existence of 

import restrictions as well as policies of quantitative 

deliberate 

particularly 

production. 

peripheral 

import-substituting industrialisation, typical 

DFI in in LDCs, 

There is, 

countries 

represent 

however, 

a major reason for 

n difference between core and 

as recipients of foreign capital 

investment. In developed countries production investments are 

largely local-market oriented, i.e. aimed at maintenance of 

existing market shares and extending previous export ties of a 

home country, while in LDCs the bulk of DFI has been ~ade either 

in the extractive sector or in export-oriented industries 

supplying the home country or third country markets. 

Accordingly, the main categories of foreign productive 

investment may be differentiated in the following way: 2 

Reason for 
investment 

Securing of supplies 
Import substitution 
Export promotion 

Critical 
determinant 

Resources 
Market size 
Production cost 

Production 
directed toward 

Export 
Internal rnark~t 
Export 
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These three categories of C.FI, although, of course, still 

occurring simultaneously, may also be interpreted as 

representing the main historical stages in the development of 

the global DFI pattern, particularly, with regard to peripheral 

economies as host countries. In a first stage, during the 

colonial period, the major interest of foreign investment was to 

activate deployment of ndtural resources in order to guarantee a 

reqular supply of specific raw materials for exports. 

After the Second World War, there has been a persistent increase 

of foreign investment in LDC manuf actor i ng ope rat ions. After 

independence, most LDCs have adopt~d a policy of import 

substitution accompanied by high tariff walls and foreign trade 

restrictions. In order to overcome these trade barriers, to open 

up new markets, and to benefit from the protectionist policies, 

foreign manuf actu1· ing companies have tended to invest inside 

LDCs. Hence, they can supply LDC markets through lo~al 

production rather than through exports from the home countries. 

These investments have predominantly been concentrated in a 

small 

India 

group of 

and South 

markets. 

Only recently, 

upper income countries (like 

Korea), with large internal 

Brazil, Mexico, 

or sub-regional 

during the 1970's, a third type of DFI has been 

gathering momentum: export-oriented manufacturing investments 

are increasingly taking place for the specific purpose of 

selling the products in third markets or in the home market of 

the i~vesting corporation, or of producing parts and components 

for assembly into finished products in other countries. The 

principal motivating force for these investments is usually 

related to differences in relative production costs, 

particularly in the relative labour costs between the home and 

host country. Hence, such investments have been most frequent in 

1 abour- intensive industries such as textiles and garments as 

well as electronics and light engineering. Besides equity 

investments, these operations have involved different types of 

non-equity arrangements, such as licensing, management and 

service agreements as well as international subcontracting. 
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Changes in the DFI pattern, 1 ike changes l!'l the fon..>ign trade 

flows, reflect the competitive position of a country in the 

international division of labour. A core economy tends to be a 

source of international i~vestment, while a peripheral economy 

is an object for such investment by offering auxiliary markets, 

specific resources or relative advantages in factor costs. 

Reality is more complicated than this simple generalisation may 

suggest, since various other factors, besides those mentioned 

above, affect the direction of international investment, for 

example, geographical di stance, capital concentration 

tendencies, labour shortages, skill differentials, trade 

barriers, restrictions on capital flows as well as the political 

and economic situation in a country. Nevertheless, in the global 

economy the general pattern is that a core country is a net 

foreign investcr vis-a-vis a peripheral one. 

Relative to a core economy, a semi-peripheral industrial economy 

has less capability and less of an incentive to internationalise 

its production capacity towards peripheral economies. Due to its 

o~~ resource-based, undiversified industrialisation process, a 

semi-peripheral country has been rel at i vel y 1 ess dependent on 

external raw material supplies, and al so factor cost 

differentials, particularly in labour costs, are less 

pronounced. Furthermore, for a semi-peripheral industrial 

economy the emerging industrialisation in LDCs is competitive 

rather than complementary by its nature, and t;1Us it has not 

generated demand for those types of products the former are 

primarily supplying. The limited trade relations are reflected 

by the lack of deeper commercial involvement such as direct 

foreign investment or subcontracting arrangements. Altogether, 

semi-peripheral economies are net receivers for DFI rather than 

source countries. To the extent that they have invested abroad, 

it has not been to establish backward vertical integration in 

the extractive sector or forward vertical integration in 

export-oriented industr but horizontal investment in 

imDort-substitution tfp~ ~ industries. This has meant, 

producing abroad what is aJLeady domestically produced for 

exports. These invest~ents are primarily motivated by attempts 

to maintain existing market shares. 
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6.1 Finnish production participation in LDCs 

The relative marginality of LDC markets for major parts of the 

Finnish manufacturing industry has been illustr1ted earlier (see 

Chapter 5). This marginality is arcentuated further when Finnish 

direct investments in LDCs are considered. Without well 

established and extensive trade ties, there has been neither the 

base nor the incentive for Finnish companies to make productive 

investments in developing countries. As highlighted by Table 80, 

Finnish DFI performance in LDCs has indeed been very meagre 

compared to other DMEs both in absolute and in relative terms. 

Table 80. stock of direct investment in u:ir~, by major mE-1, 1970 and t98t 

Stock of direct investrnP.nt in l..DCs 

\~illion rlolla~) 
970 1 1 

{ p<'rCf'n t;ip;_, 0 f ~t.:11 ) 
1970 1 1 

'.'.wi tzer land f\75 3 151 2.0 2." 
Netherlands 2 2"7 5 089 5.3 3.9 
United ~,tates 22 300 63 118 ')2.2 1!8.1 
United K inp;dOI!' 5 912 14 713 13 .8 11.2 
f'P.lgiurr 765 2 038 1.8 1.6 
r.amda 1 659 1• 693 3.9 3_6 
~st Gem.any 1 942 .90 11.5 P.8 
France 3 8~2 - 6711 o.o 6.6 
.S--den 305 1 209 0.7 0.9 
.Jaran 1 218 11 022 ?.'i fl )I 

Oen,,.:trk 115 1170 0.1 0.11 

Australia 305 1 359 0.7 1.0 
It;i l y I 2115 3 5811 ?.'} 2.7 
llorw:iy 116 2211 (J.1 0.2 
Au~tri:t 15 175 0.0 0. ~ 
N.-w 7,,.,;i land 70 0. i 
Finl;iml n 0.0 o.; 

Tot.11 112 712 131 252 100.0 100.0 

So1~rces: OF.CD ( 1983), Investing in DevP.lor,inp; countrie.i, T;ible l; 
Uni tP.d N"ltions , 1')8 3), Transr;itioml f,orporations in ~rid 
OevP.lorment, TablP. II.8. 

LOC affiliates 
perr~ ~rc-ent.:lp;e of all 

cu:; s> forei1a1 affilatJ'!~ 
1•181 1980 

0.1190 13 .II 
O. l57 17 .5 
0 • .'75 34 _I) 

0 ..'6 3 23.7 
0 • .'07 lil.O 
0. 193 17 - 1 
0. 1~7 17 .II 
o.1A1 3£' .II 
0.1115 12.9 
0 .•WI ~-2 
0 .·)'}2 111.3 
0.1)'}1 113.5 
O.•Jli3 25.11 
o.oc;5 13 .ll 
0.023 1P..o 
0. 1)22 :J.1 
0.015 6.'} 

o. 1fi7 23.7 

The United States has been by far the most important source of 

direct foreign investment. In 1981 it accou.1ted for nearly a 

half of the total accumulated stock of DFI in developing 

countries which is controlle~ by companies based in DMEs. During 

the course of the 1970's, the distribution of the stock among 

source countries has, however, slightly changed. As Table 80 

reveals, the importance of Japan and West Germany as sources of 

DFI has rapidly grown, while the shares of traditional l 'lrge 

investors, such as the United States, the u~:ted Kindom, France 
I 

and the Netherlands, have fallen correspondingly. 
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The global shares of small countries as sources of DFI stock are 

limited, although their relative importance may be quite high as 

is the case with Switzc>rland and the Netherlands. In order to 

measure relative differences among DMEs concerning foreign 

investment performance in LDCs, two indicators have been chosen. 

First, the stock of DFI has been divided by the population of a 

source country, and accordingly the countries have been listed 

in rank order in Table 80. These per capita figures illuminate 

the level of DFI involvement in each country. The second 

indicator shows the distribution of foreign affiliates between 

developed and developing countries. Based on these indicators, 

Figure 14 illustrates country variations among major DMEs. The 

lines in the figure indicate averages for these variables. DMEs 

in the upper righ~ quadrant (like the US) are above average in 

both the level and share of DFI in LDCs, while those in the 

lower left are below average in both measures. 

Finland's extremely low position among DMEs, as far as direct 

investment operations in LDCs are concerned, is well highlighted 

in Figure 14. Also the other Nordic countries are among those 

with the lowest proportion of affiliates in LDCs. Typically, 

those countries with the widest LDC trade relations in their 

total trade (like the US, Japan and Australia) also have the 

highest share of their foreign affiliates in LDCs. Moreover, in 

every Nordic country the per capita stock of direct investment 

in LDCs is below the DME average. The propensity to make LDC 

investments may be limited in the Nordic countries due to the 

smallness of their economy, lack of traditional politica: and 

economic ties, and especially due to geographic distance. As 

regards Finland, the DFI level pel capita has, however, been 

significantly lower than in the other Nordic countries, being 

only a tenth of that of Sweden, a sixth of that of Denmark and 

about a fourth of that of Norway. These large differences may 

reflect the specific semi-peripheral competitive characteristics 

of the Finnish industrial structure. 
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Figure 14. Share and level of direct investment in LDCs 
by major DMEs, 1981 
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6.1.1 Subsidiaries abroad 

Altogether, the extent of the internationalisation of Finnish 

industry is ver~ limited. There are, in all, only four 

corporations that can be classified really as transnationals, 

i.e. which have at least six foreign manufacturing affiliates. 3 

The first Finnish manufacturing subsidiary abroad - Kymi Paper 

Star Mill in England - was established in 1930 and the second 

: 
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one was started in 1957. In comparison, several Swedish 

manufacturing firms were established abroad already ~t the end 

of the last century. In fact, not earlier than during the 1970's 

have Finnish corporations began to expand abroad to any 

In 1983 there were 1 235 Finnish-owned considerable degree. 

companies abroad, of which 162, or 13 per cent, were 

manufacturing sub.>idiaries - the rest being sales or service 

affiliates. 4 The corresponding figures for 1965 had been only 27 

manufacturing subsidiaries out of a total of 135 subsidiaries, 

as indicated in Table 81. 

Table 81. Number of Finni.sh 5Ubsidiaries* abroad, 1965-1983 

Subsidiaries Ma.;;ufacturing subsidiaries 
all in LDCs LDC share all in LOCs LDC share 

of total of total 

1965 135 10 7.4 27 4 14.8 

1970 310 15 4.8 54 4 7.4 

1973 432 19 4.4 64 4 6.3 

1976 661 39 5.9 85 6 7. 1 

1979 933 67 7.2 120 11 9.2 

1981 l 095 86 7.8 123 14 11.4 

1983 1 235 99 8.0 162 19 11.7 

Note: *companies in which direct Finnish ownership accounts for more than 
20 per cent of the nominal value of the share capital 

Source: Bank of Finland 

Data concerning the number of affiliates do not indicate the 

size of the foreign operation. They can, however, 

better proxy measure of the global spread of 

structures than data about direct investment flows. 

serve as a 

corporate 

This is 

part icul arl y true when the number of foreign operations are 

srrall 1 ike in the Finnish case. Therefore, in the following 

tables the data presented are based on the numbers of foreign 

affiliates. 

In LDCs there were merely 99 Finnish-owned subsidiaries in 1983. 

Of these, 19 were manufacturing firms, accounting for about 12 

per cent of ali the Finnish manufacturing affiliates abroad. On 

the whole, the data in Table 81 indicate an upward trend in the 
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LDC share in the total Finni sh foreign investment ope rat ions 

during the 1971.)'s. However, the small number of foreign 

affiliates raises the question of wheth~r it is at all 

meaningful to try to explain changes in the pattern of foreign 

investment with these figures. 

Nevertheless, one conclusion can be drawn from Table 81: not 

until the beginning of the 1980's have Finnish corporations, in 

general, taken the initial steps to establish manufacturing 

plants in LDCs. 

The major reason for the internationalisation process by Finnish 

companies has been to respond to increasing competitive pressure 

in export markets, and to defend existing market shares. Hence, 

the geographical distribution of foreign investment has mirrored 

that of exports. The greatest concentration of Finnish companies 

abroad is in Sweden. The other major areas for Finnish foreign 

investment have been the United Kingdom, the United States and 

West Germany. These four countries together account for ahout 59 

per cent of all Finnish foreign affiliates and about 54 per cent 

of all manufacturing affiliates. 

LDCs, instead, have traditionally represented a rather minor 

market outlet for Finnish exports. The absence of long-standing 

commercial ties has been r.eflected by the lack of direct 

investment ope rat ions, too. Only 8 per cent of all F5.nnish 

foreign affiliates and about 12 per cent of all manufacturing 

affiliates are located in LDCs. Moreover, as manufacturing 

investments represent only a small volLme, the country 

concentration is very high indeed. A mere four countries 

Brazil, Mexico and Saudi Arabia with relatively large internal 

markets and Singapore with a strong base in export-oriented 

manufacturing have been practically the only recipients of 

Finnish production capital in the Third World, as illustrated in 

Table 82. 
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Table 82_ Ntm!ber of Finnish firms having subsidiaries, licensed production 
and trade representatives in LDCs and in world, 1983 

Subsidiaries Licensed Traditional exports 
all of •..;hich prcducti~n via an direct 

!Mnufacturing agent 

Brazil 21 6 1 29 11 
Singapore 13 4 1 56 30 
Mexico 12 3 2 25 18 
Saudi Arabia 10 4 1 64 117 
Argentina 10 2 53 14 
Hong Kong 7 31 15 
Peru 3 1 33 10 

All above 76 17 8 291 215 
Rest of LDCs 23 2 16 927 1 311 

All LDCs 99 19 24 l 218 1 52E 

World total 1 235 162 179 6 804 7 803 

Sweden 287 41 6 715 839 
United Kingdocr; 154 15 7 352 265 
United States 143 20 16 189 289 
'M:!st Ger.r:.any ~39 11 9 529 505 
Nor..;ay 75 7 4 636 682 

Sources: Bank of Finland and Finnish Foreign Trade Association 

6_1.2 Other forms of foreign participation 

While in the world markets as a whole foreign subsidiaries with 

direct equity participation continue to be the principal form of 

extension by transnational corporations, a variety of other 

forms of participation have appeared in recent years. More and 

more frequently transnational corporations are making different 

types of licen3ing agreements that are not associated with DFI 

or joint venture arrangements. A typical licensing agreement may 

contain contractual terms about use of trade marks, components, 

technical improvements and other inputs, or about access to 

foreign markets. These alternative arrangements, sometimes 

referred to as 'new forms' of foreign participation, have been 

particularly typical in operations in LDCs. Frequently this is 

the result of deliberate policies followed by the host 

developing coun~ries, which have the effect of making access to 

their markets conditional on the acceptance of these alternative 
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for ms, rather thar. direct control contained in equity 

investment. 

Statistical evidence on the extent and growth of I icensing and 

other non-equity forms of activities is, however, quite limited, 

because both the nature and the variety of these transact ions 

make data collecting very difficult. Nevertheless, the scattered 

data available suggest that non-direct manufact~ring investment 

actitivities are continuously increasing in the pattern of 

forP.ign operations of DMEs. 
5 

Al together, the structure of foreign operations of a country 

changes along with the internationalisation process from the 

clear dominance of conventional export activities to the 

dominance of f0reign investment operations. Hence, national 

patterns among DMEs may represent quite different structures. 

This is indicated by Table 83, in which a comparative 

calculation about the pattern of foreign operations of some DMEs 

at the beginning of the 1970's is presented. 
6 

Table 83. Foreign operation patterns of Finni.sh, 
and lJS COO!panies, 1969 

Swedish, West German 

Fonr. of operation Finland ~st Genrany Sweden United States 

foreign sales through 

Exports 91.4 72.8 56.9 17 .0 
Sales subsidiary 2.8 7.5 13 .4 17 .8 
Licensing operation 1.7 6.3 2.8 4.6 

Production subsidiary 4. 1 13.4 26.9 60.6 

Source: Reijo Luostarinen (1975), Table 19 

Although the data in Table 83 are over ten years old, they offer 

an indicative view of the relative importance of different forms 

of foreign operations in the countries concerned. In Finland, as 

a semi-peripheral economy, 

started much 1 ater than 

the internationalisation process has 

in the core countries. Traditional 

exports have been overwhelmingly the major form of foreign 

activities of Finnish firms, while in Sweden, for example, sales 

via foreign subsidiaries have been much more prominent. The 

United States has represented the most mature stage in the 
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process of internationalisation, and as a result the gross 

output of US-owned firms abroad has been three times larger than 

the value of its exports. 

In Finland foreign market penetration through direct investment 

and licensing operations has been distinctly less important than 

in Sweden, West Germany or the United States. Furthermore, the 

pattern of Finnish foreign operations slightly differs by 

destination. In Table 84 these patterns are illustrated by a 

simple calculation based on the number of different operations 

used by Finnish firms in different foreign markets. 

lltble 811. Forei8JI operation patterns or Firnl:lh cmipanles in transactions with developed 
and developq countries. 1983 

fonn or roreign oreratlon with UlC3 Developed countries 5'.P.den !kilted Kingdom Unitl!<l States We::t Genranv 

Traditional exports 
direct 53.2 117 .7 115.11 311.1 115_11 112.7 
via an agent 112.5 112.5 311.7 115.2 n.1 lili.8 

Sales subsidiary 2.8 7.11 13_3 17 .9 19.3 10.13 
Licensing oreration 0.8 1.2 0.3 0.9 2.5 0.8 
Production subsidiary 0.7 1.1 2.2 1.9 3.1 0.9 

Total 

Source: 

100.0 100.0 100.0 100.0 100.0 100.0 

Based on data in Table 82. 

Finnish foreign operations with LDCs have been almost wholly 

based on traditional export trade. Long di stances, 1 ack of 

traditional commercial ties and structural rigidities have 

restrained Finnish firms from penetrating more deeply into LDC 

markets. In this respect, forms of Finnish transact ions with 

developed countries are slightly more diversified. Export trade 

is increasingly supported by direct investment, particularly in 

sales subsidiaries. Nevertheless, so far direct production 

investments and licensing agreements have played a very marginal 

role in Finnish foreign operations particularly in LDC 

operations. This highlights the infant stage of 

international~sation as well as the relatively low technical and 

commercial capability of Finnish industry in international 
terms. 

New non-equity forms of arrangements, such as licensing and 

marketing contracts, have become more and more significant means 
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of foreign operations, most particularly in LDCs. These 

arrangements have been especially typical in outward-oriented, 

offshore-processing activities. As regards Finnish operations in 

:.ocs, however, they are characterised not only by a lack of 

production investments, but also by a virtual absence o~ 

licensed production (see Table 82, p. 289). Those few 

manufacturing investments made by Finnish corporations in LDCs 

are primarily extending previous export rel at ions rather than 

intending to establish outward-oriented offshore or 

subcontracting manufacturing activities. Hence, Finnish trade 

and investment operations in LDCs are primarily oriented toward 

local - or, at best, regional - markets, while generally it is 

increasingly typical that foreign manufacturing investments in 

LDCs are home-country or third-country oriented, utilising their 

low production costs, particularly their low labour costs. This 

is also reflected in the sectoral composition of Finnish 

investment operations abroad. 

6.1.3 Sectoral composition of foreign investments 

Finnish foreign manufacturing investments are highly 

concentrated in the forest industry or in the heavy engineering 

industry, l.e. in the major export branches of the country (see 

Table 85). This high! ights the fact that Finnish corporations 

are, in general, aiming to produce abroad what they are already 

producing domestically for exports - and do not intend to meet 

the competition in domestic markets by foreign production. It is 

particularly notable that manufacturing investments in LDCs do 

not diverge from this general pattern. In contrast to the case 

of Finland, it is increasingly typical among DMEs that their LDC 

investments are more and more often related to their imports 

rather than to their exports. This refers particularly to the 

offshore-proc~ssing type of 'run-away' industries. 7 

The leading LDC low-cost export sectors - textiles, garments, 

light engineering goods and miscellaneous light manufactures -

are very weakly represented in Finnish LDC production 

investment. Moreover, it is also notable that there are only two 

forest industry ventures owned by Finnish corporations in LDCs 
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(both in Brazil), despite the vast forest resources in the Third 

World. This may be due to the unstable economic and political 

environment tn LDCs and the heavy capital investmt"nt needed in 

this sector as well as to the deliberate pol icy c_~f increasing 

nation al control over domestic raw material resources in LDCs. 

Finnish affiliates in non-metallic mineral production are 

related to construction operations chat have expanded quite 

rapidly during the 1970's, 

oil-producing countries. 

particularly in the Middle Eastern 

As a whole, however, it may be 

meaningless to draw very specific conclusions about the sectoral 

characteristics of Finnish LDC investments, since the number of 

ventures is so small. 

Table 85. Nlaber of Finnish mnufacturing subsidiaries abroad by 
sectors, 1983 

Food industry 
Textiles, clothing and leather prds 
Forest industry 
Cherr.ical industry 
Non-n:etallic rr.ineral prds 
Iron, steel and non-ferrous rr.etals 
&sic rr.etal prds 
Industrial rr.achinery 
Electrical ~:.achinery 
Transport equipment 
Instrurr.ents 
Misc . light mnf s 

Total 

Source: Bank of Finland 

Abroad In UX::s 

10 
7 1 

41 2 
19 1 
10 3 
2 

16 2 
32 6 
13 2 
3 
2 
7 1 

162 19 

Nevertheless, the figures presented above suggest the conclusion 

that hardly any low-cost imports from LDCs to Finland have been 

generated by either subcontracting or direct investment 

operations of Finnish firms. For example, the only Finnish 

foreign product ion investments in clothing - the most typical 

low-cost sector - are five manufacturing plants in Portugal. In 

footwear, the single export-oriented production affiliate is the 

joint-venture established by the Nokia corporation in Malaysia 

in 1981. In contrast to that, in most other DMEs, i.e. in core 

economies, the major sources of low-cost import penetration from 
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LDCs have been various types of subcontracting, 1 icensing and 

equity investment operations made by their own corporations.
8 

~ .2 Construction and consulting activities abroad 

Some 10 per cent of Finnish manufactured exports as well as 

direct investments are destined for LDCs, as indicated ea~lier. 

The share of LDCs has slightly increased dur irig the course of 

the 1970's, but since the external commercial network of Finland 

is well-established and the international demand pattern changes 

quite s 1ow1 y, drastic shifts in the direction of commercial 

transactions are rather rare, but in 'new exporc activities', 

1 ike construct ion, the reg ion al distribution of foreign 

activities may shift quite markedly during a relatively short 

period of time. The LDC share in Finnish construction and linked 

consulting export has increased very rapidly, indeed, during the 

1970' s, and now represents a much larger share than in the 

traditional export of goods. 

The Finnish construction industry experienced a drastic change 

in its market orientation during the 1970's. Starting virtually 

as a home-market industry, it rapidly internationalised. The 

extensive industrialisation and urbanisation process in Finland 

during the post-war years demanded an exceptionally large-scale 

building programme, but towards the end of the 1970's the pace 
9 

of domestic construction activity gradually decreased. The 

industry became outward-oriented and began to operate 

increasingly abroad. 

The real breakthrough in Finnish foreign constructing operations 

has taken place since the mid-1970's. The first contra~ts abroad 

were completed already in the late 1950's ir the Soviet Union, 

but in 1970 total foreign invoicing by Finnish construction 

exporters still amounted to only about 10 million dollars. By 

1975 it had reached about 100 million dollars and by the 

beginning of the 1980 's it was al ready in the range of 1 000 

million dollars annually. Hence, the Finnish construction 

industry has expanded its foreign operations very fast. In 1982 

construction abroad accounted for about a quarter of the total 
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invoicing of all Finnish contractors. This was equivalent to 

around 12 per cent of all domestic construction activity. In 

Sweden, for example, the corresponding figure was 9 per cent.
10 

Despite the late start as a construction exporter, compared with 

most other DMEs, Finnish contractors have succeeded quite 

rapidly in penetrating international markets. 

The major ~arket arta of Finnish construction exports throughout 

the years has been the Soviet Un ion. It accounted for about 

three quarters of all foreign invoicing of Finnish contractors 

at the beginning of the 1970's, but since then the Soviet share 

has slightly declined to about half of the total at the 

beginning of the 1980's. The largest projects have taken place 

in the border areas. Typically, Finnish contractors have offered 

not only technical expertise, know-how and equipment, but also 

labour force ~or building industrial and mining complexes on the 

Soviet side of the border. These projects have increasingly been 

based on turnkey deliveries. The Finnish construction industry 

has thus been able to start its international is at ion process 

within the framework of planned bilateral trade agreements with 

the Soviet Union. 

Since the mid-1970's, Finnish contractors have expanded their 

foreign operations, particularly towards the Third World. The 

country-concentration has, however, been very high indeed. The 

activities have been focused primarily on the Middle Eastern 

oil-producing countries. In fact, only three countries - Iraq, 

Saudi Arabia and Libya - accounted for over 50 per cent of total 

foreign invoicing of Finnish contractors in 1981 (Table 86). In 

this respect, the Finnish construction industry has followed the 

international pattern, since globally over 40 per cent of all 

foreign construction operations were carried out in the Middle 

East during the 1970's. 

The overall demand for construct ion activities in the Middle 

Eastern countries has, however, slightly declined during recent 

years. The country composition of Finnish exports has changed 

accordingly. The limited country coverage is still apparent 

al though the Soviet trade has bP.r>n sub st i tut<>d for the exports 
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to the Middle East (see Table 86). As a potential alternative. 

the Finnish construction industry has not been able to penetrate 

into new market areas of LDCs to any considerable extent. Some 

undertakings, partly related to development co-ope rat ion 

projects, have been pursued in a few African countries 

namely, in Egypt and Kenya - but in general the magnitude 0f 

thes~ operations is still rather modest. 

Table 86. Finni.sh foreign construction and consulting operations 
by regions, 1981 and 1983 (per cent) 

Construction Consulting 
1981 1983 1981 1983 

Western Ellrope 1.2 1.4 22.2 20.7 
North Ail!erica 0.3 2.4 0.7 

r:MEs 1.5 1.4 24.6 21.4 

Soviet Union 38.9 66.3 17 .3 22.2 
Fas tern furope 0.3 0.6 0.2 1.3 

socs 39.2 66.9 17.5 23 .:5 

Africa 20.5 18.8 27.8 34.0 
Libya 15.7 12.5 

Middle Fast 37.2 12. 1 22.4 13 .5 
Iraq 20.4 9.4 
Saudi Arabia 15.7 2.4 

Far Fast 1.6 0.7 1.0 6. 1 
Latin Alr.erica 0.7 1.5 
LDCs 59.3 31.6 57.9 55. 1 
Total 100.0 100.0 100.0 100.0 

Total invoicing (rr.il.mk) 3 188 4 145 364 414 

Sources: Association of General Contractors of Finland; 
Finnish Association of Consulting Finl!S 

Altogether, the global market share of the Finnish construction 

indtistrv has been around 0. 5 per cent at the beginning of the 

1980' s .· - and even in the major LDC market area, the Middle 

East, 

cent. 11 
the Finni sh market share 

Nevertheless, comparen 

has 

to 

not been 

Finland's 

above O. 7 per 

modest export 

LDCs, the construction performance and DFI activities in 

operations have been quite notable. The total LDC invoicing of 

Finnish building contractors was equivalent to 32 per cent of 
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the value of Finnish exports to LDCs in 1981. In some countries, 

like in Libya, Iraq, Kenya and Vietnam, the value of the Finnish 

construction operations, in fact, surpassed the value of tJi.e 

Finni3h exports. Compared with total exports, the amount of all 

Finnish foreign construction operations was around 5 per cent in 

1981. 12 

The expansion of building contracting exports has been followed 

by the growth of exports of planning services, which has 

frequently been related to construct ion projects. Hence, the 

intensity of the internationalisation process of Finnish 

consultancy work has been comparable to that of the construction 

operations. At the beginning of the 1980's, the value of exports 

by Finnish consulting firms was around 100 million dollars 

annually, while ten years earlier the value was only in the 

neighbourhood of 5 to 10 million dollars. At the present time, 

about one third of the total turnover of Finnish consulting 

firms derives from operations undertaken abroad.
13 

The country composition of consultancy exports differs slightly 

from the pat tern of foreign construct ion activities (see Table 

86). The Soviet Union is a major market area, although not so 

dominant as in construction. In consulting also Western European 

markets play a role, but during the 1980's the leading market 

area has been in the LDCs, particularly in countries like Libya, 

Saudi Arabia and Iraq, but also in Tanzania and Sri Lanka. The 

LDC country coverage of Finnish consultan~y exports is, hence, 

notably more diverse than in construction operations. That is 

because consultancy work is very closely related to the Finnish 

development assistance. In fact, the rapid expansion of LDC 

consultancy ope rat ions at the turn of the 1980' s is direct 1 y 

bound up with the simultaneous expansion of Finnish development 

co-operation efforts. 

Finl and has been a 1 atecomer among DMEs as far as official 

development assistance is concerned. Furthermore, the 

quantitative growtr. of Finnish aid has been slow compared with 

those of the other donor countries, particularly those of the 

other Nordic countries. Finland's scarce capital resources, 

1 
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lack of commercial ties with LDCs, r:arrow trade structure and 

all of which are related to the <; ,:> m i -per i p her a It t y of i t s 

have been reflected also ir the modest 
14 

economic structure, 

development aid performance of the country. Finland has 

persistently been at the bot tom cf the DAC 1 i st of donors of 

deve_~opment assistance. At the beginning of the 1980's.. the 

situation slightly changed, and the aid disbursements start~d to 

increase reaching the level of 0.33 per cent of GNP in 1983, 

which is already quite close to the OECD average figure. The 

recent growth of official assistance has partly been related to 

the gradual 

with LDCs, 

expar.s ion of Finni sh overall commercial rel at ions 

particularly since the middle of the 1970's. These 

trends thus suggest that the international is at ion procr~ss of the 

Finnish economy has gathered some initial momentum. 

6.3 Finnish dependence on foreign production capital and 

technology 

On the other side of the internationalisation 

inflow of foreign production capital and 

process is 

technology 

the 

into 

Finland. As a small country with a limited domestic market and a 

narrow industrial base, the economic development in Finland has 

been characterised by a low level of innovative activity. Hence, 

the country has been a large net importer of industrial 

technology and capital. The industrialisation process has 

essentially been dependent on adaptation of foreign technology 

inputs. Only in a few sectors - the best examples being forestry 

and the forest industry have mutual internal productive 

connections between end products, inputs of investment goods, 

and indigenous R & D efforts emerged. 

The ways in which foreign production 

absorbed vary greatly in•10lving. 

technology has 

for example, 

been 

the 

international sale of know-how, services, machinery and 

equipment as well as direct investment. The transfer of 

technology may be related directly to a transfer of industrial 

production capacities, or it may contribut2 to increases in 

capabilities to produce new technology. Because of this 

heterogeneity and variety of act ions involved, wel 1-deve 1 oped 
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and consistent indicators cf technology flows are not available. 

Hence, there are difficulties in attempting to quantify 

ditnE'nsicrns of technological dependence. 

In this study, the attempt to measure flows of technology into 

Finland in some detail is limited to three indicators. These are 

a) payments for 1 icences and other related technical services, 

b) trade in investment goods, and c) foreign direc~ investment. 

6.3.l International comp3rison of R & D expenditures 

The most common way of illustrating differences in the levels of 

technological development between countries, is to relate 

overall research and development expenditure to GDP. The 

indicator is obviously a gross simplification, but it does 

provide one summary figure about the relative scientific .... 

technological capacity of a country .. Here it is supplemented by 

examining how much R & D efforts are performed, particularly by 

the industrial sector in each country. This is measured by 

dividing industrial R & D expenditure both by the domestic 

product of industry and by manufacturing employment (see Table 

87). Although all these indicators are mere estimates, they do 

offer some information about the global access and distribution 

of technological resource3. 

Research and development resources are heavily concentrated in a 

small number of core economies. 15 The United States alone covers 

nearly a half of all resources devoted to R & D in the DMEs. If 

Japan, West Germany, the United Kingdom and France are also 

included, the total becomes 86 per cent of the overall R & D 

expei1diture. These five large highly industrialised countries 

are not o~ly dominant spenders of the world's R & D funds in 

absolute ter·:s, but also in the context of their n.::stional 

resources mea.;ured by GDP, they belong to the leading countries. 

Their leading i;>ositio~ is, however, challenged by a few small 

core economies like Switzerland, Sweden, the Netherlands and 

Belgium if R & D activities are related to GDP. Then, in fact, 

Switzerland ranks as the world leader, as indicated by Table 87. 
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Table 87. R & D expenditures by major IliF.s. 

Switzerland 
West Genr.any 
United States 
United Kingdom 
Japan 
Netherlands 
Sweuen 
France 
BelgiWI! 
Norway 
Canada 
Austria 
Finland 
Australia 
Derur.ark 
New Zealand 
Italy 
Ireland 
Spain 
Portugal 
Greece 

*1976 
**1977 

***:981 

R & D expenditure 

share of GDP share of ll1E 
total 

2.40 1.2 
2.40 10.5 
2.38 47. l 
2.20 6.7 
2. 11 15.4 
1.99 1.8 
1.88 1.3 
1.81 6.7 
1.36 0.9 
1.35 0.4 
1. i1 2. 1 
1.10 0.7 
1.08 0.3 
1.03 1.0 
0.97 0.4 
0.88 0. 1 
0.85 2.6 
0.74 0. 1 
0.35* 0.6 
0.34 0. 1 
0.18 0. l 

Sources: Saree sources as in Table 88; 
OECD (1982), Science and Technology 

1979 (per cent) 

Industrial R & D 
expenditure 

share of per capita 
industrial err.ployrr.ent 
dmestic (dollars) 
product 

2.10 1 040 
1.95 900 
1.94 600 
1.87 630 
1.38 730 
1.33 1 010 
1.95 960 
1.37 Boo 
1.20 680 
0.85 530 
0.64 390 
0.78 300 
0.80 370 
0.28 140 
0.78 320 
0.21 70 
0.59 270 
0.33 150 
0.25* 86* 
0.01* 11 
0.01 

Licence and royalt 
payrrents share of 
industrial R & D 
expenditure 

(1978) 

10.4 
1.8 

12. 1 
10.7 
33.8 
12.4** 
13.6 
30.0** 

40.8••• 
31.9 •• 
33.0 •• 
27.4 
68.8 
41.4 

15s:4• 

In most DMEs over ha!f of the national R & D effort is performed 

by the industrial sector. c·~arly, the country variations follow 

the pattern of the overall R & D spending. However, the 

prominence of the small core economies is accentuated even more 

so. Switzerland and Sweden spend the highest percentage shares 

of indus~rial gross output on research and development. This, of 

course, highlights the particularly strong innovative capacity 

of their industrial production, which has had a significant 

influence on their international competitiveness. 16 
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.:\s ts :0~1cJwn in Table 87, the GDP ;Jer·centages as well as the per 

..:-a;'tta ~~1sti·1buti.(Jn r:f R & n t.•x:>1•nr1itures vary quite widely 

am•.)ng D~!Es. A familiar pattern <'xist..s. As may be anticipated, 

there ts a cleat· differ~nce b0twePn con~ and semi-peripheral 

economies as far as their R & D performance is concerned. The 

industrial development of the latter tends to be characterised 

by the relative scarcity of innovative activity. Finland is not 

an exception in this respect. Although, its overall R & D 

expenditures grew more rapidly than its GDP during the 1970's, 

Finland still ranks at the lower end of R & D spenders among 

DMEs. The relative lack of indigenous R & D resources has and 

will inevitably entail a dependency on external technological 

inputs as far as the industrialisation process is concerned. 

6 .3.2 Payments for foreign technology 

Payments for foreign patents, 

services represent the most 

licences, know-how and technical 

identifiable form of technology 

transfer. An indication of payments and receipts in this regard 

is presented in Table 88, which illustrates the balance of 

technological payments for some DMEs. Payment statistics are not 

fully comparable on an international basis, because in different 

countries payments cover different combinations of licences, 

know-how and services. Furthermore, a large proportion of 

royalty and fee paym~nts are between related enterprises; hence, 

taxation and regulations have pronounced effects on the methods 
17 and values of paymP.nts. Therefore, any accounts of 

international technological dependency based on these figures 

are only indicative. 

Among the fourteen DMEs for which data are available, only the 

United States, the United Kingdom and Denmark registered a 

surplus with respect to trade from tP.chnology in 1981. The other 

::ountr ies were thus net importers of technology measured by 

licence and royalty payment figures, principally from the United 

States. In fact, in the case of the United States, receipts from 

technology and related services were nearly ten times as much as 

a 11 payments. However, out of the total receipts of 5 871 

million dollars in liccnc~ fees, some 4 700 million dollars were 



249 

Table 88. Receipts and payrrents of licenses and royalties in SOl1!e 

ll1Es , 1978 (millions of US dollars) 

Receipts Payrr:ents fulance Trade ratio 

:.'ni te-j States 
Den:r:3.rk 
United Kin€docr. 
~eth~rl?..nds 
3el::r'··..-* • -=:i.1..l.llu. 

Sweden* 
France 
Wee- .. _, ... Ge!":T.any 
Austria 
Ja~an 
Ita~:; 

Sea in 
A~straEa* 
Fin lane** 

* ... -.....,..,,. 
.'1 t ' 

**~92; 

5 871 
87 

744 
277 
126 
75 

346 
430 

29 
281 
103 
73 
13 
4 

610 5 261 a: .2 
69 18 11.5 

625 1i9 8.7 
446 -167 -23. 1 
216 -90 -26 -3 
132 -57 -27.5 
679 -333 -32.5 
964 -534 -35.3 
:19 -90 -60.3 
169 -888 -61.2 
498 -395 -65. 7 
398 -325 -69 .0 
74 -61 -7\A 1 
Bo -76 -89.3 

.::Cur~e~;: UN Cent!"e on Tr·ansrational Cocr.porations ( 1983), Table 3; 
OECD (195!), Serr.inaire sur la Balance des Paiecr.ents 
Technologiques; 
Bank of Finland 

~~cte: The trade ratio is rr:easured by (CX-M)/(X+M)] · 100, in which (X) 
star.cs for receipts and ( ~-1) for payrr.ents. 

paid by foreign subsidiaries of US transnationals to their 

parent companies. The rest represented receipts from other 

foreign firms. Furthermore, the proportion coming from 

subsidiaries is increasing faster than the comparable percentage 

for non-affiliated firms. 18 These observations may indicate that 

an increasing share of repatriated prof its of US TNCs are 

transferred via licence payments. As far as the form of 

technology transfer is concerned, the United States and also the 

United Kingdom have relied more on foreign direct investment in 

contrast to, for example, Japan and West Germany, which have 

exported machinery and equipment rather than made DFI 

extensively. 



250 

111 Table 87, licence and royalty payments were related to 

industr-tal R & D expenditures. The aim was to illuminate the 

degree cf dependency 0n foreign technoloqy supply in the cnntext 

of the indigencus capacity tc develop it . The results reveal, 

quite clearly, that those countries with the highest R & D 

capacity are least dependent on the foreign supply of know-how, 

licences and technical services - and vice versa. 

In the Finnish case, foreign licence and royalty payments are 

equivalent to about a third of the value of the industrial R & D 

expenditures. This ratio is roughly within the same range as in 

several other small industrialised economies (see Table 87). 

What is notable, 

Finnish receipts 

however, is the striking imbalance between 
19 and payments. In 1981 Finnish licence and 

royalty receipts f ram abroad were 19 mil 1 ion marks, whereas 

payments were nearly twenty times as much, 344 million marks. 

The corr-esponding figures in 1983 were 22 million marks and 425 

mi 11 ion marks, indicating a constant imbalance in Finnish 

technological payments. These convincing figures are not, 

however, very representative of technological dependence, since 

by far the lar-gest proportion of Finnish technological trade 

takes place via conventional exports and imports of capital 

goods and equipment. This seems to be in line with the argument 

that as industrialising countries have developed they have 

tended to buy more 1 icences and advanced technical services, 

rather than buying machinery and equipment. 20 Since Finland 

belongs to the group of relativ ' · less industrialised - and 

geographically as well as economically peripheral - countries 

among DMEs, the transfer of technology tends to take pl ace 

primarily via traditional channels of trading goods. 

6.3.3 Trade in investment goods 

The pattern of external exchange in capital 

determinant in defining a country's 

international division of i ndllstr i al labour. 

goods is the basic 

position in the 

The capital goods 

sector represents more than just another industrial branch, 

since it constitutes the core of the overall industrial 

accumulation process and productivity increases. It is directly 
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interrelated wi.!:h other sectors of a national economy, thus 

making it ?Oss1blP to create an integrated industrial struct11rc. 

It can be argued that on a hierarchical scale of industrial 

sectors, the capital goods industries are at the top since they 

command the essenc(' of product ion processes 1 n other sectors. 

Hence, in terms of the international division of indust-ial 

labour, the global distribution of capital goods production is 

paramount. 

Two types of indicators have been chosen to illustrate the 

relative differences among DMEs as far as their investment goods 

production and trade is concerned. Here investment goods are 

defined as including machinery and equipment, without transport 
. 21 h . d. equipment. Te in icators, presented in Table 89, are 

measu;: ing both the degree of import penetration and the trade 

performance capacity of major DMEs in the investment goods 

sector. 

Table 89. Machinery and equipment trade of major ~. 1970 and 1981 

Share of irr.ports 
in gross fixed Trade balance 
capital fonr.ation (rr.il. $) 
(per cent) 

1970 1981 1970 1981 
Japan 7.8 6.5 2 664 46 335 
West Genrany 26.0 43.9 6 716 Z7 305 
Italy 34.3 50.4 1 304 6 847 
Switzerland 53.6 73.5 416 3 089 
United States 9.7 21.3 6 090 21 602 
United Kingdorr. 32 .9 57.0 2 455 5 271 
Sweden 79.9 84.6 176 1 662 
Dencrcark 83.3 84.6 -123 551 
France 32.6 45.0 -223 566 
Netherlands 88.9 122. 1 -571 -519 
Au.stria 55.7 67.2 -187 -395 
Belgium 131.9 122.6 -459 -809 
Finland 69.5 70.7 -351 -834 
Spain 42.2 41. 1• -771 -1 351 
Ireland 105.4 114. 1• -244 -987 
Canada 70.4 90.9 -1 547 -9 455 
Norway 100 .1 96.4 -432 -1 986 
Portugal 70.1 -261 -1 J17 
Greet:e 63.3 62.0 -386 -1 099 

• 1979 

Note: Machinery and equipment are SITC 7 less 78 and 79. 

Sources: OECD ( 1983), National Accounts 1964- 1981 and 
OECD, Foreign trade by corrmodities 1970 and 1981. 

Trade ratio 

1970 1981 
60.7 88.4 
46.6 39.9 
22.9 24.6 
15 .0 23.3 
36 .5 21.4 
29.9 12.: 
5.5 12.6 

-8.0 9.9 
-3.2 1.5 

-13.8 -3.1 
-13.8 -5.2 
-15.6 -6.5 
-45.3 -18.4 
-60.9 -22.2 
-68.5 -33.6 
-30.2 -38 .9 
-50.1 -45 .1 
-65.4 -62.7 
-96 .5 -78.7 
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Imports of capital goods by DMEs, expressed as a proportion of 

gross fixed capital formation of machinPry and equipmPnt, tend 

to be quite strongly related to the size 0f the economy. Large 

countries - whether core or semi-prripheral economies - are less 

dependent on imports, while small ones, including Switzerland, 

Sweden, the Netherlands and Belgium, have relatively high import 

penetration as far as their demand for investment goods is 

concerned. Altogether, in most DMEs - a major ex~eption being 

Japan - imports of capital goods increased relative to gross 

investments during the 1970's. The growth of trade among DMEs in 

this sector has been facilitated by general trade liberalisation 

efforts and particularly by preferential trade arrangements 

established in Europe. 

Data on import penetration may, however, give a quite misleadins 

picture of the extent to which the industrialisation process as 

a whole is dependent on the external supply of capita 1 goods. 

s~all highly industrialised countries typically have a 

specialised industrial structure and are inclined toward 

increasing external trade relations, frequently on an intra

industry basis. They are typically capable of expanding exports 

within a branch in which imports may also ~e high. Hence, trade 

balance figures reflect the international strength or weakness 

of an industry more clearly than mere data on import 

penetration. For international comparisons, the relative t~ade 

balance as measured by the trade ratio indicator is the most 

illuminating. 

With regard to the capacity to supply capital goods in the world 

economy, the industrial structures of Japan and West Germany 

exemplify the most vivid competitive strength. During the past 

two decades the previous 1 eader the United States has 

gradually lost its prominent position. Nevertheless, all small 

core economies are more or less self-sufficient in the capital 
22 goods sector, as indicated in Table 89. As opposed to 

that, semi-peripheral economies tend to have an overall trading 

imbalance in invP.stment goods, which illustrates the dependence 

of their industrialisation process on the foreign supply of 

t<"chnology. 
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r~ F1nland, same 70 pe~ cent of gross fixed-capital formation in 

:na1..:h i :wry and 1'qu ip::1t·:1t has bt~cn covered by imports. The 

shan' has 

F~nn1sh trade balan:::e in 

during the 

investment 

1970's. 

goods 

Alt hough the 

has slightly 

deteriorated in absolute terms, the relative trade balance 

measured by the trade ratio has improved quite significantly. 

Exports have grown faster than imports. The export success has, 

however, been concentrated in a few sub-branches - namely, in 
lifting, loading and production of wood-processing machinery, 

construction machinery, and cooling equipment as well as within 

the c..:.':.egories of electrical machinery, television receivers, 

and cables and insulated wires. If, moreover, shipbuilding is 

included, these are the principal capital goods that are export 

products of Finland. These are not the most skill- and R & D

intensive branches within the capital goods sector, which would 

thus lead to overall technological progress. 7he Finnish 

national economy is, hence, characterised by the lack of broadly 

based capital-goods industry. In fact, only within the forest 

industry, significantly enough, has an integrated industrial 

structure evolved. Every other industrial branch in Finland is 

more or less depP.ndent on an external supply of investment goods 

and related technology. 

Table 90- t-Bchlnery and equipo?ent trade of Finland by irajor regions, 1981 

Trade balance Trade ratio 
Irr.ports Exports 

Z rr.il. $) ( per cent) (rr.il. $) (per cent) (rr.il. $j 

CM Es 2 520 93.9 036 56.0 -1 484 -41 .7 

socs 127 4.7 627 33.9 500 66.3 

LDCs 36 1.4 186 10. 1 150 67.6 

Total 2 683 100.0 849 100.0 -834 -18.4 

Source: Appendix Table 3. 

The relative extP.rnal dependency is even more pronounced if the 

regional distribution of the investment good~ trade is 

considered. Some 94 p~r cent of the imported investment goods 

originate from DMEs, while the rest come primarily from 

socialist 

shnres ar('> 

countries. In exports the 

5~ prr cent find 34 per cent 

corresponding regional 

(sf'P Table 90). Hence, 
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the Finnish trade with DMEs incurs a large deficit in the 

cap1t3l-goods trade balance, but trade with s0cialist countries 

and LDCs, on the other hand, shows a surplus. These regional 

trade balance figures thus highlight the semi-!Jeripherality of 

Finland vis-a-vis the dominant DMEs. With its respective trade 

ratio (-41.7), Finland ranks very low indeed among DMEs as far 

as the relative trade balance in machinery and equipment trade 

is concerned (compare with the ranking order in Table 89). 

6.3.4 Foreign direct investment 

Foreign direct investment is the most immediate form of 

transferring technological capacities between countries; 

consequently, it al so creates the most eve rt dependency 

structures. Peripheral economies have typically been large net 

receivers of DFI in the world economy, while the core economies 

are the major suppliers. 

Since the beginning of the 1960's in Finland, there has been a 

steady rise in investment operations of foreign companies. Until 

the mid- 1970's the country was, in fact, a net receiver of 

equity capital, but since then Finnish direct investment abroad 

has surpassed the counterflow. Furthermore, repatriated 

interest, dividends and payments for technology have been 

distinctly greater than the inflow of new foreign investment 

capital. The slow growth in foreign equity capital inflow is 

partly explained by the fact that the activities of foreign 

firms operating in Finland have been financed, 

extent, through Finnish sources. 

to an increasing 

Finnish equity investment abroad has expanded particularly 

vigorously since the end of the 1970's, as indicated earlier. As 

a result, in 1979 the number of Finnish subsidiaries abroad for 

the first time exceeded the number of foreign firms in Finland 

(see Table 91). Nevertheless, as far as manufacturing 

subsidiaries are concerned, the number of foreign ventures in 

Finland is still above the number of Finnish ones abroad. 
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Table 91. Null!ber of foreign subsidiaries in Finland and Finnish 
subsidiaries abroad, 1965 - 1983 

foreign 
Finland 

1965 286 
1970 480 
1973 660 
1976 782 
1979 876 
1981 958 
1983 1 036 

Source : Bank of f inland 

Subsidiaries 
in Finnish 

a ti road 

135 
310 
432 
661 
933 

1 095 
1 235 

Manufacturing subsidiaries 
foreign in Finnish 
finland abroad 

67 
106 
156 
171 
186 
202 
207 

27 
54 
64 
85 

120 
123 
162 

In 1983, there were al together l 036 firms in Finl and whose 

foreign ownership was over 20 per cent. Of these, 207, or 20 per 

cent, were manufacturing firms. Hence, the vast majority of 

foreign enterprises in Finland are sales and service affiliates 

typically owned by the world's leading TNCs. 

Finland has been geographically a remote area as regards 

transnational production activities. Compared to most other 

DMEs, the degree of dependence of its proo:.ct :.on system on 

direct foreign investment is thus quite r..eagre. In the mid-

1970' s some 5 per cent of the total Finnish manufacturing 

turnover was generated by foreign-owned enterprises. In Sweden 

the corresponding figure was about 10 per cent, in Denmark 8 per 
23 cent and in Norway nearly 19 per cent. 

Besides the long distance, the small market size has contributed 

to the relative lack of foreign investment activities in 

Finland. Moreover, strategic raw material resources (forestry 

and mining) are protected by special legislation. Even relative 

labour-cost differentials - Finland being a low-cost area within 

Europe - have not been a strong enough incentive for foreign 

companies to locate their production plants in Finland to any 

considerable degree. Southern European semi-peripheries and, 

increasingly, developing countries off er more at tractive and 

even adjacent locations for the labour-intensive investments of 

"-----· 
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TNCs. In fact, only for Scandinavian companies - particularly 

s~~d1sh cne8 - has distance not been an obstacle to inv~stment 

in F1:1land; h•"nce, thPy have been ablc- to 11tilis1' the n-·i.ative 

cost differentials betw~en the neighbouring 

co11ntr·1es. Two-thirds of all foreign manufacturing plants 

operating in Finland are owned by companies from the other 

Nordic countries, as indicated by Table 92. Swedish companies 

alone account for 54 per cent of the total. 

Table 92. Number of foreign companies and payments of licenses and 
royalties in Finland by source country, 1983 

Subsidiaries Payrr:ents cf licenses 
and royalties 

all of which rr.il. rr.k per cent 
!l":anufacturing 

Sweden 549 112 76.2 17.9 
Uni.tee St-ates 99 15 181 .0 42.5 
S"1i tzerland 84 23 34.0 8.0 
Dert.":'".n.r k 82 18 30.5 1.2 
West. Ge!"'.r.any 53 8 20.7 4.9 
United Kingdorr. 50 10 31.9 7.5 
Ne tr.er lands 30 5 8.0 1.9 
Nor,,;ay 27 6 9.4 2.2 
France 15 4 5.9 1.4 
2elgi:...::r. 11 3 5.6 1.3 
SJviet Union 8 10.2 2.4 

All above 28 3 413.4 97 .2 

Total 1 036 207 425.4 100.0 

S:;)urce: Bank of finland 

As far as Finnish payments of licences and royalties are 

concerned, the position of Swedish companies is less pro~ounced. 

In fact, the dominance of US companies is accentuated. Over 40 

per cent of all Finnish licence payments have gone to the United 

States. 

Despite the fact that, internationally speaking, foreign 

enterprises in Finland play a relatively marginal role, in two 

types of activities they are relatively strongly established. 

Their importance has been rather significant, on the one hand, 
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ir the technically most advancPd sectors such as electrical and 

mechanical engineerin9 as well as the chemical industry and, on 

the other hand, in labour-intensive sectors such as clothinq, 

textiles and miscellaneous light manufactures (see Table 93). 1n 

these branches foreign-owned companies cover from 8 to 15 per 

cent of total value-added and employment. 

Table 93. Foreign participation in Finnish iranufacturing industry, 1981 (per cent) 

SM.re of all Foreign subsidiaries* 
nurr:ber distribution 

by sectors 
firrr.s err.ployrr:ent value added 

Food industry 13 
Textiles 15 
Clothing 34 

6. 1 
7.0 

16.0 

1.2 
5.2 
7.4 

4. 1 
5.8 

iO.: 
Leather prds and footwear -
Forest industry 5 2.3 0.4 0.4** 
Printing and publishing 9 4 .2 1 .2 0. 7 
Cherr:ical indt!stry 51 24 .0 11.2 7. 9 
Non-rr.etal rr.ineral prds 5 2 .3 1-.2 2 .6 
Steel and non-ferrous rr.etals 6 2 .3 6 .8 i . 7 
8&.sic '.T.etal prds 10 4. 7 1. 5 1 . .3 
Industrial ::-2chinery 28 13.: 3. 9 3 .6 
Electrical ::-.achinery 23 10 .8 1 i .2 g. s** 
Transport equiprr.ent 4 1 .9 i .4 O .4** 
Instrur.:ents 6 2 .8 8. 3 i 3. 5 

6. 1 
4.7 
8.6 
-

0.3** 
1.9 
8 . .3 
2.7 
2.5 
2.3 
4.4 
8 -** .j 

0 '** • 'J 

16.3 
8.0 Misc. light :r.nfs 4 :.9 3.4 9.9 

~~~~~~~~~~~--"-~~~~~"'---~~~~~~-

To ta 1 ~ant!facturing 213 100.0 3.0 3.9 4.4 

Note: *companies in which foreign ownership accounts for more than 20 ~er cent 
of the nominal value of the share capital 

**0n1y companies in which foreign share is over 50 per cent. 

Source: Official Industrial Statistics of Finland, 1981. 

The sectoral pattern of foreign manufacturing ope rat ions 

highlights the semi-peripheral characteristics of the rinnish 

industrial structure. It is typical that TNC operations in DMEs 

have focused on the technical 1 y most advanced sectors such as 

the chemical and engineering industries, whereas the role of 

transnationals in the trari.tional standardised sectors is 
. l l . . bl 2 4 practica ly ,neg ig1 e. In Finland's case, howcvr>r, Swedi,sh 
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investments i:-: labour-intensive Pxport industries, such as in 

clothing, represent a transaction pattern prevalent in relations 

between core ar.d peripheral economies. Similar technological and 

industiial dependence is shown when the Finnish engineering 

industry is increasingly subcontracting for Swedish machinery 

production. Hence, Swedish companies have moved some of their 

standardised and labour-intensive pro~uction processes into 

Finland in order to benefit from the lower labour costs there 

(see p. 24) • 

In global terms, however, Finland represents an in£ignificant 

destination for transnational production investments aiming 

toward export markets. TNCs operating in Finl and have mainly 

been interested in widening their local market shares. Hence, 

some 80 per cent of the foreign enterprises operating in Finland 

are sales and service affiiiates. 

The above presentatio~ leads to the conclusion that structural 

development · i the competitive position of Finland has primarily 

been mirrored by changes in the foreign trade flows rather than 

by changes in capital inflows and outflows. As Finland is a 

semi-per;pheral country, its industrialisation has 

but dependent on the foreign techonological supply, 

absorbed these inputs primarily by importing capital 

rather than by importing direct investment capital. 

been 

it has 

goods 

Hence, 

foreign invcstme~ts in the Finnish production system ha~~ played 

a marginal role. The counterflow, i.e. Finnish production 

investments abroad, have been even more marginal. There Cl •• ' more 

foreign manufacturing affiliates in Finland than Finnish abroad. 

In particular, investments in LDCs have been negligible. 

Up until the end of the 1970's, the cour:ry was a net receiver 

of investment capita!, but during the last few years the initial 

steps in the l~~ernationalisation process of Finnish 

corporations have been taken. The prime motor of foreign 

investments has been to secure and widen existing market shares. 

Since LDC markets h~ve played an insignificant auxiliary role in 

Finnish exports, they have also been very minor recipients of 

Finnish dirc·r·t inv0.stmcnt. Instead, LOCs may play mon~ 
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important, but unquantifiable role ai a comp2titor for foreian 

investment in labour-intensive, low-cost industries or 

r.~scurce-based industries.- hcnc.~ challt~nqing Finland's 

traditional position in the international division of industrial 

labour. 
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cmKLUSIONS 

An inevitable transformation is taking place in the 

international division of labour. The developing countries, with 

over two-thirds of the world's populaticn, will in coming years 

markedly increase their share in world manufactured production 

and trade - even if not as much as the Lima target suggests. 

This structural change has an impact on the patterns of 

production and trade in the already industrialised economies. 

Nevertheless, these trade-related adjustment constraints vary 

among DMEs, depending on the characteristics of industrial 

development and the consequent trade stru~ture in each country. 

The purpose of this study has been to investigate how these 

restructuring constraints have been manifested in the Finnish 

case representing an economy in an intermediate, semi

peripheral position in the international division of labour. 

In a short sununary of the Third World industrialisation process, 

the following features may be noted: 

a) The relative contribution of LDCs 

output and exports is st i 11 rather 

cent. 

to wor 1 d mar.u f actur i ng 

smal 1, around ten per 

b) T'.:e country composition of LDC manufacture·j exports is highly 

concentrated. The ten leading countries acco~nt for over 80 

per cent of the total. 

c) The commodity composition of exports is also dominated by 

only a few 0rapches, mainly by low-skilled, labour-intensive 

consumer goods, and by some standardised, resource-based 

p:oducts as well as most recently by labour-intensive 

co~ponents demanding simple production operations in some 

otherwise highly R & D-intensive sectors such as electrical 

engineering. 

d) The role of TNCs in LDC manufactured exports is notable 

although their influen-:e in traditional export sectors is 

based on their control over international marketing and 

distribution net•-Jorks rather than cm direct equity 
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participation in production. In contrast, thP ne~ PXpcrts cf 

LDCs are frPquently initiated hy TNCs, forming an intesral 

part of the global production chain of ~he comµany. 

Despit-e the growth of LDC manufactured exports, the global 

economy is primarily based on the colonial type of complementary 

trade pattern. Still today, primary products ·comprise some 85 

per cent of the total LDC exports to DMEs, while manufactured 

products comprise 80 per cent of the re~erse trade flow. This 

means that manufactured trade between IJMEs and LDCs has been 

highly imbalanced, at a ratio of around four to one. Hence, on 

average, the manufacturing industry in DMEs has had a 

significant net gain in product ion and ernpl oyment from trade 

with LDCs. 

Moreover, 

concerned, 

as far as the composition of manufactured trade is 

also the emerging new international division of 

industrial 1 abour is complementary rather than competitive in 

nature for most advanced industrial economies. Their industrial 

dominance and the key to their competitiveness is based on the 

acquisition of the most sophisticated, knowledge-intensive 

industries, i.e. those in the 'ear 1 y stage' of the product 

cycle. Apart from requiring high skills, these industries are 

ofter relatively labour-intensive as well as having high value

added contents. That type of 'tailor-made' production is also 

less sensitive to price competition. TPe most typical sector is 

capital goods production. 

By contrast, in LDCs the dominant industries are mainly in 

macure, non-science-based sectors benef itting either from local 

natural resources or cheap 1 abour, in which the capacity to 

innovate and to lead technological development is limited. 

Design and prod·1ct ion methods are standardised and productivity 

growth is slow. The major form of competition is price 

competition. 
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The Finnish trade and industrialisation pattern has deviated 

from th~ ones typical among advanced industrial economies. The 

net export sectors are either mature, capital-intensive, 

resource-based industries which produce semi-processed goods 

(pulp, paper, non-ferrous metals) or low-skilled, labour-

intensive industries (clothing, footwear, wood manufacture~, 

furniture). The import dependence, on the contrary, is strongest 

in sectors with a high value-added content and R & D-intensity. 

This type of dichotomy in the foreign trade structure makes the 

whole economic developmPnt quite volatile. In Finland a gradual 

diversification within the industrial structurt~ is, however, 

taking place. The import de;>endency has decreased during the 

1970's in all the metal i~dustry branches, including the whole 

capital goods sector, and, on the other hand, the overwhelming 

dominance of the forest sector in exports has relatively 

decreased. 

Nevertheless, the overall structural characteristics of Finnish 

foreign trade and industrial specialisation still have some 

similarities to those of the LDCs. Hence, for Finland the Third 

World industrialisation process is potentially competitive, to 

the extent that it leads to the development of alterr.ative 

sources of supply in those sectors upon which the r~l at i ve 

Finnish industrial competitiveness and specialisation have 

traditionally been based. 

Moreover, as typical of an economy with a rather one-sidPd 

production structure and limited innovative capability, it 

responds quite ineffectively to changes in external competitive 

conditions. The adjustment may work through pr ices or 

quantities. As a general rule, the lower the price flexibility, 

the larger have to be the quantitative adjustments including the 

subsequent employment effects. Particularly in standardised, 

labour-intensive or resource-based industries which are 

relatively more sensitive to price competition, the adjustment 

to changing market conditions primarily takes place via shifts 

in output and employment. Hence, in semi-peripheral economies -

like Finland - where these sectors domiriate, structural changes 
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may pc'tentially be quite disruptive. The rnore dynamic cort:: 

economies are in a position to achiPve greater technical 

pruqrr•ss and to make product improvements, and an~ therefon~ 

able to respond effectively to the changing international 

division of labour. There the potential adaptability to traae

related competitive shifts is high compared to that of semi

peripheral economies. 

The new industrial competition takes place within three possible 

market areas: a) as import penetration into home markets, b) by 

way of iwport substitution in the markets of LDCs themselves and 

cl as export competition in third markets. 

In Finl and the i)ressure of 

totally from core countries. 

foreign competition comes almost 

Its economic relations with the 

Third World have to date been very meagre. Less than 3 per cent 

of the total manufactured imports originate from LDCs, while the 

corresponding figure for the OECD area as a whole is 11 per 

cent. 

On the export siac, some 10 per cent of the Finnish manufactured 

exports go to LDCs, while in the OECD area the proportion is 

about 30 per cent. There are several expl anat i.ons for the 

relatively low level of Finnish trade with LDCs. The small size 

and geographical distance play a role. Also, trade with 

socia~ ist countries, especially with the Soviet Union is, at 

least, a partial substitute for the low LDC share. But a major 

reason is the competitive nature of the Finnish specialisation 

pattern vis-a-vis that of the rapidly industrialising LDCs. 

~he above ooservations suggest two major conclusions as to why 

the Finnish manufacturing industry has not succeeded in deriving 

an advantage from the increased demand for manufactures 

rc!::iulting 

de:rnand for 

from the Third World industrialisation. 

~anufactures tends to concentrate in 

First, new 

technically 

advanced sectors, s11ch as capital goods industries, which semi

pcriptv-ral ('(·r1nomics l ikc Fini and are not primarily supplying. 

Sf'cond, cv"n •.h1· "Xp()rt p0r.ctrat ion potential of semi-peripheral 
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2ffects, 
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tt' be rPstricted by import subst i t11t inn 

since the LDC industr1alisation is focussed on those 

the relative competitiveness of semi-

peripheral economies has traditionally been based. 

Due to meagre trade relations, ~he LDC import penetration into 

Finnish markets, alonq with the possible disruptive effects, has 

al so r(,mained very limited. Around one per c~ t of dome st:. c 

manufactured demand has been satisfied by imports from LDCs. On 

the other hand, since the LDC manufactured imports have a high 

branch concentration, particularly in slow-growth or declining 

sectors such as leather products, clothing, footwear and 

textiles, the restructuring constraints may be greater than mere 

market share figures are suggesting. 

As far as the employment effects of LDC import penetration are 

concerned, the calculations made in this study show that during 

the 1970's manufacturing impo:-ts from LDCs remained a minor 

source of employment change in Finland. Moreover, job losses due 

to imports in some industries were compensated by gains due to 

increased exports in others, so that the net effect of trade 

with LDCs stimulated rather than reduced employment. 

Furthermore, even l n the sectors most st rang l y threatened by 

competitive pres~ure from LDCs, the labour displacements caused 

by imports from LDCs were less than the decline in employment 

due to technical progress. Altogether, during the 1970's about 

thirty-three times more jobs \1ere lost in Finland through the 

growth of labour productivity than thro~gh the growth of imports 

from LDCs. Similarly, the employment displacement effect of 

manufactured imports from DMEs was some twelve times more than 

that of imports from LDCs. 

Nevertheless, in certain specific sectors the direct labour 

displacements caused by increased imports from LDCs were rather 

significant. The most severe e f feet s were experienced in the 

leather products and clothing sectors. The gross labour 

displacements attributable to the net increase in trade with 

LDCs were some 7 30 jobs in the former and 1 660 jobs in the 
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lattt.'t- dur1n-::; ::he a0riod 1970 to lCl81. Th(>SC figures represent 

.:ir. av•_'raq» .:inr~t:al employment decline of 1.9 and 0.5 per cent, 

rcspecti\·ely. For· thP two other tradition.il import branches, job 

losses during the same cleven-yE>ar period wE>re 320 (-0.4 per 

et'nt per year) 1n fr10twPar and 690 (-0.2 per cent per year) in 

textiles. Conside.cing other sources of employment decline a~ 

regards clothing, for instance, increased productivity caused a 

2.6 per cent annual reducti0n 1n employment and declining 

domestic dema.id caused a 1.6 per cent reduction, while fl'r 

leather products productivity growth caused a 3.3 per cent 

decline in employment, and trade with DMEs ca~sed a 2.5 per cent 

decline. These data indicate that trade with LDCs is not the 

major cause for employment reduct ions and un2mployment, even 

within the sectors of the highest LDC import penetration ratio. 

The problem of LDC competition is, however, accentuated by the 

fact that L.ese branches are dccl ining SE:'ctors in Finnish 

ma:iufacturing, and displacement is c0ncentrated within 

disadvantaged groups of employees, i . e. women, unskilled and 

low-wase workers, 0ften employed by relatively small or mcdium

sized firms located regionally in structurally weak areas. 

Hence, import compPtition may intensify adjust.ment difficultic>s, 

although these difficulttes would have been present even in thP 

absence of that competition. Nevertheless, employment losses due 

to manufactured imports are substantial 1 y overshadowed by the> 

positive employment effects of exports to LDCs. H~nce, the major 

issue is not job displacement as such, but rather the sectoral 

restructuring of labour. 

In the long run the major restructuring constraints may, 

however, be due to the intensification of export competition. 

This vulnerability is accentuated by the fact that Finland has a 

high degree of country as well as commodity concentration in its 

exports. 

For core economies, 

complementary because 

LDC export growth is predominantly 

the new supply of manufactured goods is 

not concentrated in those industrial sectors in which their 
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competitive position i::: str-onr:est. The 

opposite tn semi-per1oheral eL-<'!1C'r:11t'S. 

situatt•"'n ts quite ':he 

For Fi :1 l ar~d LDC export 

potent1al competitive expanstC':-1 

pressure. It has lost market shares, 

LDC exports, particularly in those 

relative industrial ccmpetit1veness 

tradit1onally bee~ based. 

d 

partly o~i.ng to increased 

sectors upon which its 

and specialisation have 

Nevertheless, for the ti.me being, Finland has succeeded quite 

well in adjusting to the increasing LDC competition in its nr>t 

export sectors. The clothing and footwear industries represent 

good examples of the competition by LDCs. Finland ranks twelfth 

among the world exporters of footwear and thirteenth in 

clothing. The Finnish clotr.ing industry has suffered some export 

market losses during the 1970' s, but relative to other DMEs the 

situation has not yet become alarming. The way to adjust has 

been to specialise in high-fashion goods and ~pecial products, 

while LDCs are prima::-ily supplying standard lines of clothing. 

Moreover, Finland has been capable of maintaining its 

competitive advantages, due to a pref~rential trade network, 

established within th~ European countries, that 1s 

discriminating against imports from LDCs. 

In contrast to clothing, t!1e Finnish footwear industry has 

suffered significant market losses in a 11 major export 

destinations except its neighbouring countries. A major reason 

is evidently an increased LDC competition. A real collapse tn 

Finnish footwear production has, in fact, been avoided only by 

the rapid expansion of exports to the protected markets of the 

Soviet Union during the 1970's. The relative success of the 

Finnish clothing industry, too, has been considerably dependent 

on the existence of the bilateral, planned trading network with 

the Soviet Union. Wit~out this supplementary market outlet 

offered by the Soviet trade, structural constraints and 

adjustme. t problems in these sectors due to LDC export 

competition would have been very severe indeed. 
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L'rcst ~ndust.ry F1nlanr. has for.- a 

Id'~ leading exporter~- In th~ Iona 
long t l me been amor:g 

run its global market 

gr adua 11\· dee 1 i ned, particularly in 
\\c::;~,·r-:: Euu)pe, due primarily to ~orth .:\.merican but also to LDC 

pr1'.iuccrs. At the same time, dnring the last quarter of a 

century, the composition o! Finnish forest product exports has 

been substantially upgraded. 

In the long run there are two major 

of 

factors which are 

the t;'innish restricting the 

industry: first, 

growth potential 

tightened resource constraints and 

forest 

second, 
compet: it i ve shifts in external markets due to new sources of 

production. Finland has already reached its wood-producing limit 

on a sustained yield basis, a!"~ as wood has become a scarce 

resource, its price has tended to rise. Forest industry products 

compete primarily by price, and hence low-cost wood sources have 

gradually become more and more competitive. Technological 

advances in the use of short-fibre raw materials for pulp and 
paper making, as well as in making programmes for establishing 
fast-growing plantations, 

tro~1cal forest areas. 
have facilitated the utilisation of 

In the short term, however, the competitive threat from LDC 

forest industry is rather 1 imited. First, the new LDC wood

processing industry is primarily directed to home markets rather 

than to exports. Secondly, Finland enjoys freer access to 

Europea~ markets than LDCs due to its preferential trade 

agreements with EFTA and EEC countries. Third, at the initial 

stage, the LDC forest industry production and export pattern is 

predominantly complementary to that of Finl and. LDC exporters 

are concentrating mainly on low-yield standard products such as 

sawn wood, wood-based panels and, on a limited scale, pulp, 

while Finnish competitiveness is based more on high-yield paper 

products, for which the wood cost is a relatively less important 

cost factor. Al though the new supply of forest products from 

LDCs does not threaten to undermine the basis of the Finnish 
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torest industry structure in the near futurr, in th0 lonq run it 

has t ht' po t e n t i a l o f re sh a p ~ n g t he q 1 ob a J s t r u c t u n~ n f t h c• 

·...:r)·)d-processir.g industry. 

These observations suggest a general conclusion that, 

particularly in semi-peripheral economies, there is a need for a 

far-reaching restructuring policy. It is not just one of many 

policy options, but an important precondition for preserving in 

the long cun the overall industrial competitiv~n~ss in relation 

to trade-related competitive shifts in the world economy. The 

way is to diversify and upgrade the industrial structure, and to 

reallocate resources towards high-technology and innovative 

sectors. This implies a more integrated internal industrial 

development. This type of restructuring is, however, conditioned 

by the degree of integration of semi-peripheral economies within 

the European division of labour. The problem of adjusting to 

emerging LDC compet:ition is thus complicated by the overall 

structural constraints of semi-peripheral economies and by the 

present institutional arrangements of their external relations. 

Hence, the task of adaptation and restructuring has to b~ 

understood in a broader context than would be required by simply 

adjusting to the low-co3t competition of LDCs. 
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1. UNIDO 11983 cl and World Bank (19821. 

2. Conventionally, an international comparison of the level of 
development has been made by indicating the average twelve-to
one difference in per capita gross nat1:,nal product between 
developed and developing countries (9. 770 and 840 dollars, 
respectively, in 1980). Yet the distribution of the world 
industrial output is even more unequal th~n the distribution of 
its GNP. The average per capita GNP from manufacturing in 1980 
was 2 720 dollars in DMEs comparPd with 170 dollars in LDCs -
i.e. the difference was of the 0rder of sixteen to one. These 
calculations are based on figures given by UN, 1980 Yearbook 
of National Accounts Statistics, Vol II, International 
Tables, and World Bank (1982). Compare with D.B Keesing (lq78l 
rabl e l. 

3. Throughout this study the world economy has been divided into 
these three major regions. Unless otherwise specified, the 
followi~g classification is used in the text as well as in the 
tables: the DMEs consist of all European market ec0nomics 
including Turkey and Yugoslavia; Nc1 rth America, Austral tel, :;c.., 
Zealand, Israel, Japan and South Africa. The socialist 
countries constitute centrally planned economies in F.ast0rr. 
Europe and the Soviet u~ion. Thr LDCs include the rest of t~0 

world, i.e. tre Caribbean area, Central and South America, 
Africa (except South Africa), Oceania (except Australia and Ne._. 
Zealand) and all countries in .l\sia including China !except 
Isr~el and Japan). 

The c.::itegory 'developed countries' refers to the DMEs and the 
socialist countries together. When the OECD area is referred 
to, i.t covers only the OECD member countries and, hence, 
includes only the principal DMEs, but not all of them. The 
terms 'developing countries', 'less developed countries' (LDCs) 
and the 'Third World' are used interchangeably throughout the 
test. 

4. Several economists have supported export-oriented strategies as 
the most appropriate way for industrialisation in the LDCs. See 
e.g. I. Little, T. Scitovsky and M. Scott (1979); A.O. Krueger 
(1978) and B. Balassa (1981 b). Others have challenged the 
export-oriented industrialisation strategy. R. Prebisch (1959) 
and (1964) and P. Streeten (1973) and (1982). See also H. 
Spetter (1970) and G. Fichet and G. Norberto (1976). 

5. UNCTAD (1978 c) and (1983 cl. See also H. Chenery and D.B. 
Keesing (1978) and D.B. Keesing (1979). 

6. UNIDO considers seven countries to be newly industrialising 
countries: South Korea, Hong Kong, Singapore, Brazil, Mexico, 
Argentina and Turkey, UNIDO (1981 c). The Royal Institute of 
International Affairs excludes Turkey Crom this list but 
includ<'s i11:;tead Taiwan and India, Louis Turner et.al. (1980). 
See also Louis Turner et.al. (1982). The LO study (Swedish 
Central Trade Union) classifies as NTCs Hong Kong, Singapore, 



:-;.-Juth Kor·ea, :nd•'tlt'Sla, ~:.:llaysL~ an(: th·-' Phlli;Jpines. LO 
· 1''801. :!: the-. OECD study the qr.-'tl;) of ~!Cs also includes fou~· 
Southern Europt~an countr-ies: L~r-,';'C•', Por-tuqal, Spain and 
Yugoslavia as well as Hona Konq, South Kor~a. Singapore, 
Taiwan, Rr-azil and ~exico. OECD 11979 bl. The EIU RPport has 
the same countr-ies with tht' Pxception of Greece. Anthony 
Edwards (1979). The widest sp·~ctrum of countries as NICs is 
considered by the UK Foreiqn and Commonwealth Office in its 
study including the all above-mentioned as well as Thailand, 
Pakistan, Iran, Israel, Malta, Poland, Romania and Hungary. 
Foreign and Commonwealth Office (1979). 

7. These countries have often been characterised as sub
imperialistic centres within the Third World, integrating the 
surrounding peripheral economies as their satellites. See e.g. 
R.M. Marini (1972), R. Vayrynen and L. Herrera (1975) and R 
Vayrynen (1979 a). 

8. See e.g. OEC!J (1982 bl and OECD (1982 a), Chapter XII, 
Developing country exports of manufactured products: The 
experience of the 'second-tier' count=-ies. Several authors 
regard the appearance of second-tier exporters as part of a 
global industrialisation process in which all countr-ies are 
progressing on the comparat 1 ve advantage seal e of industrial 
development, and consequently thr number 0f ~ICs will continue 
to incr-ease. See e.g. Bela Balassa (1981 b), Chapter 6. 

O~hers like Paul Streeten and Deepak Nayyar warn that the 
experiences of the NICs cannot be generalised to all developing 
countries. P. Streeten (1982) and D. Nayyar (1978). The World 
system approach, represented e.g. by Andre Gunder Fcank (1983), 
emphasises that just because rapid industrialisation has 
occurred in some parts of the world, that would exclude and 
prevent the rest of the world from doing the same. 'The recent 
export-led growth of the NICs is part of the process of unequal 
capital accumulation on a world scale' and the other part is 
un industrialised periphery. Th is type of approach, however, 
everest irnates the significance of external markets for rapid 
industrialisation and, hence, underestimates potential 
possibilities generated by growth in domestic demand. 

9. .See OECD (1982 b). Existing statistics frequently understate 
total manufactured exports to neighbouring developing countries 
because of inaccurate records and smuggling. Similarly, the 
frequent inclusion of re-exports distorts the picture in the 
opposite direction. 

lo. F'or further details, see UNC'!'AD \1978 a), J. Donges and J. 
Riedel (1977), D.B. Keesing (1979) a•W H.D. Tuong and A. Yeats 
(1980). Sec also Table p. in which market share changes in 
OECD imports by the major regions are differentiated. · 
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ll. UNrDO llQ79 di pp. 69-76 has compared industrial stru:tures 
~~ the branch level in the developed and the developing 
countriPs. The conclusion is that in the former the 
sectoral structures of manufactured exports are more 
homogenous. in contrast to the variation in these structures 
between the LDCs. In addition to mutual similarity. in 
the developed countries manufactured exports are spreading 
in a relatively balanced way throughout all the industrial 
branches. 

12. As regards the broad composition of manufactured exports in 
second-tier countries, product categories found in SITC 6 
(basic manufacture5) have lost considerable ground. But 
product categories within SITC 7 (machinery and transport 
equipment) and especially within SITC 8 (miscellaneous 
manufactures) have experienced rapid growth. OECD pp.129-131 
and OECD (1982 b). See also H. Chenery and D.B. Keesing 
(1978). 

13. The following branch classification has been applied: 
intermediates/low ~kill: leather, wood, textiles, non-metal 

minerals, pulp, paper, iron & steel. 
final products/low skill: furniture, ~lathing, footwear, 

miscellaneous basic metal, transport equipment. 
intermediates/high skill: rubber, chemical. 
final products/high skill: pharmaceuticals, instruments, 

industrial machinery, electrical machinery. 

14. In a more detailed analysis based on a finer definition of 
processi11g chains, it has been rPvealed that well over one 
half of the total exports of the LDCs rPquire further 
industrial processing before their final consumption, 
whereas the comparable figure for the DMEs is only about 
a quarter. UNIDO (1981 b). See also UNI DO ( 1979 d), 
pp. 187-193. 

15. John M. Dunning (1974) p.13. There is no unambiguous 
definition of transnational corporations. Often a 
distinction is made bPtween industrial TNCs, which are 
corporations with production facilitiPs in two or more 
countries, and trading and other service TNCs. At the 
presPnt, both sets of TNCs numbPr around 18 000 worldwidP. 
F.F. Clairmonte and J.H Cavanagh (1982). ConvPntionally, 
the c0ncept of TNC only rPfPrs to international producing 
PnterprisPs. A distinction is also madP betWf't•n TNCs and 
MNCs (multinational corporations), the latter referring to an 
international ~nterprise whose capital is ownPd by ~conumic 

agents of more than onP nationality. About sPlectPd 
definitions of TNCs, see United Natio~s (1971), Annex I I. 

16. J. H. Dunning (1978). 

l 7 • G • K • H c• I I <' i n P r ( l 9 7 5 ) p p • I 2 - I ·3 • S <' <' a l s o lf n i t " d N , 1 t i o n s 
( l 9 7 8 ) , pp . 4 l - 4 ') • I' r <' c: i s <' mt' a s u r P m c· n r o f r h t' c• x t c· n t ;i n d 
r h P g r o w t h o f T N C o p c• r a t i o n s i n r h P w o r 1 d c c o n o m y i <; 

ham p <' r Pd h y 1 i m i t Pd d a r ,1 • A I I f i g u r (' s p r f' s (' n r c· d .i r c , h (' n c c· , 
mo r P o r 1 <' s s e 5 t i ma t c· s a n d s h o u I d h (' t .i k (' n m 1• r c· I y ;1 s 
orders of ma~nitudc. 
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OECD ( l '13 3 l , p . 7 . 

The growth of DFI flm..;s into the ~.DCs has exceeded that of the 
investments in OMEs. The avcr·ac1e ,~nnual grnwth rat .. ~ of dir·ect 
foreign investment flows from ~he DMEs to the LDCs has 
increased from 7.0 per cent in thr 196v-68 period and 9.2 per 
cent in 1968-73 up to 17.5 p0r crnt in 1973-Bl. As far as DFis 
in the DMEs are concerned, the corrPspcrnding figures were 12.6 
per cent in the 1960-73 period an~ 11.9 per cent in 1974-79. 
OECD (1981 b), Annex Table 6 and pp. 11-16. 

UNCTC ( 19 7 9 l p. 11 

In 1966, still 49 per cent of the DME total stock of DFI in 
LDCs was in extractive industries (40 per cent being in 
petroleum alone), while manufacturing had only 27 per cent and 
other 3ect0rs (particularly service industries and finance) 24 
per cent. Due to substantial nationalisations within the 
extractive sector, its share declined by 1976 down to less than 
one fifth of the total DFI. In 197~ the major investors the US, 
the UK, West Germany and Japan, had from 39 per cent ta 61 p~r 
cent (according to country) of their foreiqn direct investments 
in LDCs in manufacturinq and from 23 per cent tn ~8 per ce~t in 
the service sector. OECD, (1977 a), p. 72 an~ OECD (1981 hi, 
Annex Table 10. See also United Nations (1978), Table III-51, 
UNIDO (1979 c), p. 162, and UNCTAD (1978 d). 

Sec e.y. D. Nayyar (1978) anci C. Vaitsos (1979). 

T. SzcnttS (1974); F. rrobel, r>t.al. (1980); R. ~1urray (1972i; 
G. Ad~m, Multinational Corporati0ns and Worldwide Sourcing 1n 
H. Radice (1975); .J. AnnPrstcdt and R. Gt!stavsson (1975); R. 
Skarstein (1979) and H.S. Marcussen and J.E. Torp (1982). 

24. C. Vaitsos (1979), Turner et.al. (1980), D. Nayyar (1977) and 
A. Hone ( 1974). 

7 -- >. 

2 6. 

2 7 • 

In these twelve leading exporters the average share of the 
manufacturing sector in the total stock of DFI has increased 
substantially from 56 per cent in 1967 up to 74 per cent in 
years 1975-76. OECD (1972) and ILO (1981 a I Table 10. 

For further details, sec e.g. ,J.M. Finger (1975 b); Frobel 
et.al. (1980) and K. Kiljunen (1984 a). 

Various terms, such as 'Export Processing Zones', 'Free Zones', 
'Free Economic Zones', 'Investment Promotion Zones', 'Duty-Free 
Zones', 'In-Bond Tndustr ics' or even 'Process of Selective 
Deregulation' have been used to describe this entirely new, 
rapidly growing phenomenon in int~rnational production and 
trade. 'l'nese are zones engaged pr imar i 1 y in manufacturing 
export production activities, as opposed to traditional 'Free 
Ports' or 'Free Trade Zones', which arc predominantly engaged 
in comm('rcial activities mainly in the form of tr,1nsit trade. 
See for further details R. Skarstein (1979); H. G. Grubel 
(1982); ILO (1981 a), Chapter IV, UNIDO (1980 a), and ICFTU 
(1983). Several inter.......national organisations h~ve promoted 
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: 1 r•"1,:~: d~:-e .. ~~ ~:1\.'est~no:.-,r~~ ... -in_~ ~h,, t""\stabl ishmt..,nt of EPZs as \Jnt" 
.1:1swe:· tc th·· ::1d•tstr·ial-:sclti ':'. •'fforts cf LDCs. Guid .. .,lirw 
LL'::psla.tion ~er SP7.s .1n~ si;:;i!.n s1tes was jevel0p.-~rl by UNIOO 
c1lrt.'c1dy Juri~1g the l9f)O's. Set' t.:>.g. IJNIOO (19761, and OF.CD 
t 1983). Some otht>r· lnternatl<'nal <:'r·qanisations like UNCT.l\D hav.~ 

been ~~re critical in asscss1~g the success of EPZs. See UNCTAD 
( 1982 ,:-) and ( lg83 a). 

UNIOO (1980 a), Annex Tahl~s l, 2 and 3; UNCTAD (1983 
·;·ab!t's I and II; ICFTU (19831, .!\.ppPndix I, ;rnd K. 
(1984 d) fable 4. 

a), .Z\nnex 
Kiljunen 

Several cdse studies have been done about individual EPZs in 
different countries. Sec e.g. about Mexico, G. Teutli Oter0 
(1981) and NA.CL.!\.; (1975), about Smith Korea, Chan-Jin Kim 
(1981), ~bout Singapore, Chia Si.ow Yue (1982); about Sri Lanka, 
D. Ramanayake (1932) and ,T..l\. Karunaratne (1982); about the 
Philippines, Judy S. Castro (1982); about Malaysia, M. Lester 
(1981) and M. Datta-Chaudhuri (1982); and about China, Chung
Tong WLI (1983). Some more general studies about EPZs - besides 
thos<~ mentioned ln the t=ir.~vious r.rJtes - include S. Laestadius 
(1979), F'. Frobel ct.al. rl980), D. Wall (1976), C. Hamilton 
.rnJ L. Svensso~ (1980), U.G Hagglnnd (1979). :\. Rasi.le and D. 
,;prm1clls (198-t) and R. ~lacx 11983). 

_:ic;. 1JNIDO (1981 b) Chapt1'r VIII. The measure ot: wage levels used t'y 
n~non is the sum of wa-Jf'5 ar.d salaries repcrtf'd hy al 1 
~anufacturi.ng cnter?rises in each country divided by thP number 
·Jf c;npl0ye1'.S. r\ccnrdingly, in 1978 the average annual wages in 
mant1fa·::tu!'"ing ""''r" L' SOO d0! lars in OMEs and 2 100 dollars in 
LDCs, i.e. a d1fferenc•:- •Jf ;ihout six to one. If the number of 
:vHirs worked ar•~ crinsidf'red - thP W•)rk yc·;n in LDC:s being some 
35 per ~ent longer than in DMEs - the difference in wage levels 
is about 8.1 to one. 

ll). R. Skar.:;tein (1979) p. 11 and A. Ro'.Jert (1983) p. 31. 

lJ • Acc0rding to several estimates, labour productivity for 
internatior.al sub-contrilct1ng operations in LDCs is, at its 
lowest, about 60 p0r rent of the DMEs' levels, and at its 
highest, may even be as much as 30 µer cent higher than the 
average in DMEs. M. Sharpston (1974). See also F. Frobel et.al. 
(1980) pp. 355-357 and P.K.M. Tharakan (1981) pp. 106-107. 

l2. In several studies it has been emphasised that foreign direct 
investment has pla1ed a major role in the rapid growth of 
manufacturing in the LDCs. See e.g. 0ECD (1981 b)~ G. Helleiner 
(1975) and F.F. Clairmonte and .T.H. Cavanagh (1982). Others 
have stressed that local ent r<'preneurs aided by i nternat ion al 
buying groups have bcPn a decisive factor in the devPlopment of 
exports. ILG (1981 b), Q. Nayyar (1977), A. Hone (1974) and L. 
Tnrner et.al. (1980). 

\ \. ILO (1981 b) p.73. This nstimatc does nnt 
buying groups, which haw~ hiid a V('ry 
manufactured growth in f.Dl.s. 

includt~ multinational 
important impact on 
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F.F. Cla1nnonte and J.H. 
UNCTAD, (1982 cl p. 76. 

Cavanagh ( 19~ 2) pp. 157-162 and 

Ir, Brazil in the mid-1970's, the TNC affilia.:es a..:counted for 
78 per cent of fixed asset3 in the electrical machinery 
industry, 74 per cent of non-electrical machinery, 84 per cent 
of transport equipment and 69 per cent of chemicals. In Mexico, 
the corresponding figures were 60 per cent of electrical 
machines, 95 per cent of non-electrical machines, 79 per cent 
of transport equipment and 68 per cent of chemicals. In 
Argentina TNCs accounted for 82 per cent of both non-electrical 
machines and transport equipment. In Ho_ng Kong 40 per cent of 
employment in the electronics industry has been covered by 
transnationals. The share of TNC affiliates in these branches 
has reached even higher levels in many other LDCs where 
investment has been forthcoming from domestic sources to an 
even less appreciable extent. P. O'Brien, Table 3 and !LO (1981 
a) pp. 29-33. 

For a detailed presentation about 'new forms' of international 
investment, see C. Oman (1920) and A. Edwards (1979). 
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From ~he beginning of th.'> sevPnteenth cer.tur-y up to the mid
ninetcenth century tar was thP main export product of Finland. 
It is even estimated t~3t during the seventeenth century 
Finland was the world's leading producer and exporter of tar. 
The distilling of tar took pla;e in private domestic 
production. In the whole of Finland, the r1oht to export tar 
was granted to the Swedish 'Norland-Finland Tar Company' and it 
defined the prices paid to the producers. As a result of the 
trade concentration the world markPt priCt'> of tar was steady 
and high, but the profits accrued to the tar company and the 
capital of t:he realm rather than tc- th~ Finnish peasant 
producers. Hence, despite the extent of the trade it was never 
able to act as an impetus for local '-L;:>ital accumulation and 
large-scale industrial production. See K.O. Alho (1949) p. 218 
and E. Jutikkala (1968) pp. 104-105. 

In English, the best presentation about Finnish 
industrialisation is L. Jorberg (1970) and E. Jutikkala (1962). 
See alsc J. Linnamo (1967). In Finnish, the most recent and 
comprehensive account is J. Ahvenai.nen, et.al. (1982) as well 
as P. V1rrankoski (1975): 

Sec. e.g. K.'J. Al ho (1949). 

E. :Ji.hkala rl969) pp. 32-33 and K.O. Alh0 (l'l49l 

5. L Jutikkala (1968) pp. 212 and 214, and E. .Jutikkala (19621 
p. S8. 

ti. E. Jutikkala (1967) piJ. 86-87. 

7. For furt~er details, see L. Jorberg (1970) pp. 
Jutikkala (1962) pp. 60-64. 

9. See v. Halme (1955). 

9. R. Wuorinen (1975) pp. 197-198. 

52-63 and E. 

10. See E. Jutikkala (1968) p. 215 and E. Pihkala (1969) p. 46 and 
54. 

11. During the twenty yeacs between tne wars the food self
suff iciency of Finland increased from 50 per cent up to 90 per 
cent, reducing considerably the share of foodstuffs in imports. 

12. H. Oksancn and E. Pihkala (1975). 

13. See E. JutikkaJa (1967). 

14. P. Kosonen (1976) pp. 75-76, H. Oksancn and E. Pihkala (1975) 
p. 19 and s. H;;i'1ninen (1974). 
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15. r:1 Eurr1pe, cnly in Rumania, bulgaria and Yugoslavta ~-as th•.' 
pr'Jporti.on of agricultural population higher than in Fir.land; 
in the other Scandinavian countries the corresponding figures 
~ere in Sweden JI per cent, Denmark JO per cent, Norway 27 per 
cent. E. Jutikkala (1968) p. 218. 

16. On average about 10 per cent of the State expenditures during 
1945-1952 were used for the reparations, which cons~ituted en 
average, J.7 per cent of the GNP. The war reparations ~ere a 
substantial stimulus to the Finnish metal and engine~ring 
industry, so that its output doubled. J. Auer (1956). 

1 7. Set: e.g. H. Hako•,irta and P. Patokallio (1975) and ~-

Kyrolainen (1977). 

18. P. Hemmila and J. Koponen (197J) p. 58. 

19. For more 
Reinikainen 
(1979). 

details 
(1970). 

see e.g. H. Hakovirta (1976) and V. 
See also G. Maude (1976} and D.G. Kirby 

20. The hest summary report about the post-war economic pol icy and 
industrial development is E. Dahm~n (1966). 

21. Besides the usual investments 1 n infrastructure, ex;>0rt 
promotion measures and su!:>sidies to industry the state has 
taken part in production directly, covering about one-fifth of 
t!.e total value added i.n t.he industry. ·rhis is more than the 
average (10-15 per cent) in other OECD countries. Besides 
primary product ion (min: 1g, energy supply) the state takes part 
also in key secto:-s of manufacturing and heavy metal 
manufacture, as well as the pulp and paper indu~try. In a 
smal I, semi-peripheral econom:z the state hiis intervened 
directly in order to create preconditions for sectcral 
diversification of industrial production. The extension of 
public enterprises has, however, been more a resul~ of ad hoc 
decisions than of a comprehensive and overall programme of 
structural change. 

22. About Finnish balance of payment problems, see R. Airikkala and 
T. Sukselainen (1976). See also P. Walle~stecn U. Vesa and R. 
Vayrynen (1973). They emphasise inlra-Nordic co-operation as an 
option for countries such as Finland, to counter polarisation 
effects due to increasing economic integration within Europe. 
See also R. Vayrynen (1974). 

23. Stat i :.tical Yearbook of Finl and, respect• ve years. See for 
further details A. TanskanP.n (1976). 

24. T.R.G. Bingham (1976) pp. 66-70. 

2 5. OECD ( 19 8 4) • 

26. In the period 1950-73 no other uME 
absolu~e fluctuations in economic 
average amplitude of the business 
T.R.G. Bin9ha'.n (1976) pp. 31-38. 

has exper ienccd as sever~ 
growtr as Finland. Th~ 
cycle was 8.0 pet· cent~ 
Since 1973 the swings i.r 
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t~Xptl.t"lt•r1\.~ ..... d ~:-1 1:t~!Pt" D~tEs .. ()ECll ( 111n41 .. 

27. P. Bairoch rl9H2i, se~· part.1c11larl·1• Tat~lc lt>. 

28. See fer further d0tails e.c. K. Kiljun~n (1979 ~! and !l979 c! 
dnd Central Stati~t:cal Offtcc of Fi~land r19771. 

29. Sec GAT~ (1983) 

30. See T.q.G. Bingham ~!976) Chapter III. 

31. Two-thirds of emigrant-> are of working age. T'1cy tend to bt.> 
rather young - 70 per cent between 15 and 35 years of age. At 
the end of the 1960's about 40 per cent of the Finns emigrating 
to Sweden were industrial workers. Only 15 per cent were from 
primary proct•xcticn. This is partly explained by the two stage 
migration f!ows. For mere details, see e.g. R. Wiman (lq7S) and 
A. Majav~ (19791. 

32. The effects of these ext~:nal constraints are summarised in K. 
Kiljunen '1979 a) p. 300: nThe rapid growth in Finland has bcrn 
unstable and vuln~rahle. The r~asonahly high lPvel of welfare 
xs quite 11rw•1enly dist:-1buted socially and regi•1nally. The 
structural d~versifiration in terms C'f industrial isati0n has 
been one-sided including high sectoral concentration with 
little multiplie;· pffi>ct, a low level of rrocessir:g anrl 
productivity and a lack of R & D efforts. The dependent, cne
s1dcd industrialisation has ultimat••ly cc:.1Jsed balanc0 ,1f 
payments problems, increasing f0rc1gn indeht 0 dness, high 
inflation rate and severe imbalancPs in the labour markets, as 
well as extensive growth of the tertiary sector.n 

33. D. Senghaa~ (1981) .rnd (1982) has compared the Finnish 
development pattern with other countries and comes to a similar 
conclusion chat Finland has been able to achieve a considerable 
level of autu.::entric development in contrast to deepening 
peripheralisation despite a continuous export oricntation 
based on staple commodities. J.Raumolin (1981) emphasises the 
relative success in Finnish development during the inter-war 
period compared with post-1945 period when Finland fell into 
'maldevelopment trap' due to the externally oriented imitative 
growth pattern. 

34. The indicator is derived from A. Tanskanen (1977). 

35. Official Finnish statistics a11ailable do .1ot relate commodity 
trade to domestic production. However, the Economic Pla~ning 
Centre of Finland (TASKU) has created a data file (called 
~UTTi) combining basic industrial sector statistics with 
foreign-trade s-:alistics. Se•! P. Parkki1en (1977) and J. 
Halttunen and M. Lariola (1979). The F~rcign trade statistics 
used in TUTTI arP. b~scd nn the BTN (Bru~~cls Nom~nclature), and 
the disaggregation of suh-scctions has been done in view of the 
specific structure' of t'1e Finnish £>co; __ >my. Hence, international 
comparisonG are more difficult t~an by using the SITC 
classification. 
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A:1L'::1,_,:· :n·,,!.Jl,•m u; that a common, precise statistical 
it"lfin!.tl·-•:: 1.)f trade in manufa~tures does not exist. 
Trad1t10nally, the scope of manufacturing activities is 
descr1brci i~ the framework of the industrial production (IS!Cl 
stat1st1cs. Or. the other hand, the foreign trade data are based 
on the SITC ciassification. For the purpose of this study, 
trade in manufactures has been defined to include SITC codes 5 
through ~ excluding 68 (non-ferrous metals) and including 25 
(pulp I. This means that SITC sections 0 thrcugh 4 represent 
pr1marly commodities including, for example, all types of 
processed foods. As far as industrial sector statistics (!SIC 
codes) are concerned they have been converted to SITC 
categories r see Appendix Table 1). Hence, the scope of 
manufacturing activities according to !SIC covers the who .. c 
cede J less Jl (food, beverages and tobacco manufactures), 353 
and 3S~ (petroleum products), 33 111 (sawn wcod) and 372 (non
ferrous metals) . 

In 1976 a second revised version of the SITC classification 
came into force. In Appendix Table i the correspondence between 
SITC Rev. l and S!TC Rev. 2 is also described. 

The ind~stry break-down of the present analysis has beer. 
carried .-)Lt at a relatively high level of aggregation. The 
basis is a two-digit SITC category with some combinations of 
sections c0mprising a ?rouping of 21 industry sectors 
alto9ethcr. More-over, separate figures of some resource-oased 
lndustries comraonly accounted as r~w materials have been 
presented. These are SITC co~~s 24 (sawn wocd), 68 (non-ferrous 
metal::.) and 3 'fuels), since they constitute an important part 
in the economic relations between Finland and the Third World. 

36. Patterns of manufacturing specialisation among the DMEs are 
compared in ECE, Structure and Change in European Industry, New 
York 1977 and ECE, Economic Survey of Europe. in 1980, Chapter 
4, New York 1981. See also L. Ohlsson (1980). 

37. See K. Kiljunen (1979 i'I) and (1980) as well as H. Koskenkyla 
and K. Pekonen (1979) pp. 28-34; J. Halttunen And M. Lariola 
11979) pp. 58-62; J. Raum·)lin (1981) and R. Alapuro (1980). 

38. K. Markkula (1980). 

39. The index of :;tructur~l change adopted here has been utilised 
by ECE for quant i test i ve assessment of structural chanqes in 
manufacturing output and employment in ~ifferent co~ntries. In 
this study a similar index has been de,•eloped for investigation 
of changes in trade patterns. See ECE (1981) p 189. See also, 
UNCTAD (1982 c) pp. 70-71. 

4~. Compare with ECF. (1981). 

4!. Fa ~ors at~dctin1 ~he real competitivene~s hav~ been discussed 
i n I. B • I< r av i s a ri d R • E • L i p s e y ( 1 9 7 l ) • See a l so r P 1 a t e d f' i n n i s i~ 
studies SITRA (1976 a), T LarJavaara (1978) and J. Pekkarinen 
and T. Peura (1984). 
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42. The concept of revealrd cp;;1parat ive advantage was made 
operational by 8. Balassa (1965). For further elaboration, see 
also B. Balassa (19771 and (1979 b). About applications of the 
RCA concept, see e.g. J. Donges and J. Riedel (1973), R. 
Ballance, J. Ansari and H. Singer (1982) and K. Schatz and F. 
Wolter ( 1982) _ 

43. B. Balassa (1977) p. 327. 

44. Ibid. and UNIDO (1982 a) pp. 23-25 and UNIDO (1~81 c) p. 73. 

45. The trade ratio indicator has been introduced e.g. 
(1982 a) p. 23. 

by UNIDO 

46. For a discussion on inter-industry and intra-industry trade, 
see H. Grubel and P.J. Lloyd (1975) and H. Gier5ct (1979). P. 
Parkkinen (1982) has pursued a study about intra-industry trade 
in Finnish foreign trade. 

47. The RrA indicator used here has been applied by K. Schatz and 
F. Wolter (1982) p. 91. 

48. See UNIDO (1982 a) p. 24. 

49. As far as the commodity break-down is concerned, the previous 
disaggregation has been slightly deepened to include the sub
sections of passenger vehicles and power generating machinery. 
This has been done in order to characterise more precisely the 
fu1;ctional composition of trade. 

50. See e.g. P. Hemmila and J. Koponen (1975). 

51. For more detail:;, see T. Hamalainen ( 1971), T. Sukselainen 
(1971), P. Parkkinen (1977) and J. Pekkariner. (1931). 

Chapter 3 

1. The concepts of trade creation and trade diversion were 
introduced first by J. Viner (195.1) in his pioneeri;ig st"dy 
related to the theory of customs unions. Subsequently, these 
concepts have been widely used to analyse the effects of the 
change in trade patterns which might fc,l low the establ ishme"lt 
of a customs union. Trade would be created and the wel fart? 
effect would be positive when removal ot tariff barriers inside 
a customs u~ion resulted in a transfer of output tram a hig~
to a low-cost source of supply within the union. But if removal 
of tariff barriers resulted in a switch from a mere efficiently 
producing, low-cost country to a less efficiently prcducing, 
high-cost country, there would be what Viner cal led tr1de 
diversion. This will lead to a low<ering of welfare, as it 
P.ntails a less efficient allocation of resources. 

In this study these concepts ar.c used for a mor~ 1 imitE:d 
pµcposes of illustrating the pattern of ch<.snqes in sources uf 
sµpply resl:lting fr0m the expanding manuf~ctured import 
p~n~trJtion from I.DC:s. The major interest is wh<!thcr the 
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imp"r-ts ft-o!n LDCs '.:av·.' n'pL'!ced domes::ic pr,_-..duction '-'r imports 
fr•.)::i •:-ther e:--:tPn1.:ii SC".lrct>s .,f su~ply. ThP welfare aspects are 
not cc1nsi:ier·,,d at all. Set' e.g. S. Hirsch (1973). 

,\ very good u~Vlt'...., of several studies made in the 1970's 
assessing th~~ eff,'cts of imports from LDCs on employment in 
different developed countries is UNIDO (1978). The tJNIDO 
Working Papers on Structural Changes issued by the Division for 
Industrial Studies and the ILO Working Papers publish~d by the 
International Division of Labour Programme within the World 
Employment Programme Research are the best sources of 
comparative research made in this field. Among these 
publications, there are case studies about adjustment problems 
and employment constraints from almost every industrialised 
economy, although not from Finland. See also H.F. Lydall 
{1975), V. Cable (1978), D. Schumacher (1977) and {1982), H. 
Kierzkowski (1980), L. Ohlsson (1980} and A.O. Krue~er {1980 
b) • 

Sec C. Hsieh (1975\. 

D. Schumacher (19821. 

'i . H.F. Lyda l l ( 19 7 5 ~ . 

h. This conclusion is based 0n estimates made by B. Balassa (1979 
a). According tn him, there are considerable differences in 
ilVf>rage la!::Jo:ir-in?~:t ,-:-;efficients fer the exports and for the 
imports of ;nan•.1fac~ured ~0cd~ of the developed countries in 
trade will-. th~ LDCs. F0r the OECD area as il whole, the average 
number of johs f0r million d0llars of output is 18.4 for 
export::; t<: I.DCs and 28.5 for imports from LDCs, the ratio of 
the two bring 0.~5. This is not surprising, since imports from 
LDCs tend to be morr labour-interisive than the corresponding 
exports of DMEs. Hence, on the basis of this type of a purely 
static analysis, one may conclude that if imports from LDCs 
increase by an amount replacing the production of one hundred 
workers in DMEs, the same amount in increased exports to LDCs 
would only create employment for sixty-five persons. Since DME 
manufactured imports from LDCs were 58 milliard dollars in 1980 
c..1d exports 234 milliard dollars, one can estimate the 
'employment balance' for DME trade with LDCs. The employment 
creation effects of DME manufactured exports to LDCs were 2.6 
times greater than chP. employment displacement effects caused 
by the reverse trade flows. B. Balassa's article (1979 a) is 
also published in B. Balassa (1981 b} Chapter 7. 

7. The formulae have been introduced by OECD (1979 b) Annex II, 
which in turn cites Commissariat General du Plan, Rapport du 
Groupe Charge d 'f>tudier l 'evolution des economies du Tiers
Mondc et I'appareil productif francais, Paris 1978. 

8. See e.g. Vincent Cable (1978), Foreign and Commonwealth Office 
(1979), UNIDO (l:J79 a). Similar calc1ilations have been carried 
out by A.O. Krueger 11980 b), K.W. Schatz and F. Wolter (1982} 
and UNTDO (1982 c). 
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9. A. Singh would like to question the appr0pr1ateness of thl" 
model even further. According to him, the model can not at all 
analyse the effects cf trade in a balance of payments 
constrained economy (such as that of the UKl, which is 
characterised by a long-term structural disequilibrium. In such 
an economy, an increase in trade imbal3nce has a multiple 
effect on the level of domestic demand and output, and hence 0~ 
employment. These effects manifesc themselves on the level of 
the economy as a whole and not simply as direct 'microeconomic' 
effects of the kind estimated by the model A. Singh (1981) pp. 
30-33. 

10. The conclusion that, with very few exceptions, domestic demand 
is the most significant component of industrial growth is als0 
drawn by R. Ballance, J. Ansari and H. Singer (19821, chapter 
II, while studying the industrialisation process in some 30 
LDCs. They state that export expansion is only a supplementary 
factor at best, a catalyst. This finding is somewhat 
paradoxical in view of the emph::isis often given to trade
related strategies for industrialisation. 0. Forssel and I. 
Seppa (1976) have made an input-output analysis of the Finnish 
economy in order to estimate the relative significance of home 
market production. 

11. It is particularly interesting to note that import competition 
from DMEs is regionally more concentrated on industries located 
in structurally strong areas in Southern Finland (Table 48). 
This is in 1 ine with the argument that in the more developed 
regions of Finland the prevailing industrial structure 
resembles the industr ic> I structure of core economies. Hence, 
spatial core-periphery ~elations may exist intra-nationally as 
well as internationally. See e.g. K. Kiljunen (1977) and (1979 
c), D. Seers, fL Schaffer, M.r.. ~il1uncn (1979) and D. Seers, 
i<. Ostrom (1983). · 

12. See K. Kiljunen (1979 c). 

Chapter 4 

1. This is a major conclusion of the study pursued by w. Leontief, 
A.P. Carter and P.A. Petri (1977). See also B. Balassa (1981 
a) • 

Chapter 5 

1. Some 30 per cent of Finnish manufactured exports go to 
socialist countries, particularly to the Soviet TJnion. But 
although this trade represents a structurally beneficial 
supplemf'ntary market outlet for Finnish industry, it has not 
been examined in detail in the following. Soviet trade is based 
on planned barter agreements and does not ref 1 ect the same 
market constraints as trade with DMEs. Moreover, potential 
disruptive ef fee ts of increasing LDC export competition arc 
primarily experienced in the markets of core economies. 
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of market share approach in 
export performance, see e.g. 

the 
T. 

3. See H. Tulokas (1981), H. Tulokas ja J. Nieminen (1984) and 
T. Sukselaincn (1974). 

4. Finnish export performan~e has been analysed in Committee 
Report (1976). According to the report the volume of Finland's 
exports increased yearly in the period 1960-75 by 4.5 per cent, 
while the average in the whole OECD area was 7.2 per cent. The 
weak export performance has been a consequence of the 
concentration of export production on a few slow-growing and 
cyclically sensitive sectors and its direction into slow-growth 
countries (UK, Sweden). 

5. B. Kadar comes to a similar conclusion as far as East European 
(semi-peripheral) countries are concerned. He stresses that the 
socialist countries will be the first to face the effects of 
the LDC export-oriented industrialisation mainly on the Western 
Europee~ markets. B. Kadar (1974) pp. 28-30. 

6. The most comprehensive study about adjustment constraints of 
the Finnish textile, clothing, leather and footwear industries 
due to increasing LDC competition is Jyrki Halttunen and Martti 
Lariola (1979). See also SITRA (1970) and (1972), L. Halme, P. 
Haavisto, J. Salomaa (1978), Teva-toimikunnan mietinto {1978), 
P. Haavisto (1980), M. Lariola (1980), L. Fag~rnas (1980) and 
J. Lanner (1983). Some of the mosl recent international studies 
include A. Field (1~79 a), D.B. Keesing (1978), A. Field and 
J.-P. Sajhan (1979), B.A. de Vries and W. Brakel (1981) and 
UNCTAD ( 1983 b). See al so B. Evers, G. de Groot and W. 
Wagenmans (1975). 

7. See A. Field (1979 a). 

8. See international comparisons in D.B. Keesing (1978). 

9. UNIDO (1983 b), Chapter VIII, Wages in manufacturing: an 
inter-national comparison. Data on labour costs of the textile 
industries in various countries are presented in O.B. Keesing 
(1978) Table 6 and J. Lanner (1983) Table 5. 

10. B. Evers, G. de Groot, W. Wagenmans (1977). See also G. 
Shepherd (1980). 

11. See Statens Industriverk (1979). 

12. Industrial Statistics 1981, Official Statistics of Finland. 

13. P. Haavisto (1980) pp. 80-82. 

14. International trade in cotton tcxtilP.s wa.; requlated by the 
Short-Term Arrangement (1961-62) and the Long-Term Arrangement 
(1962-73). The m0si::. important agreement concerning trade in 
textiles and clothing is the Multi-Fibre Arrangement (MFA), 
signed in 1974 for a period of four years, and subsequently 
renewed in 1977 and again in 1981, which P.XtPndcd it unti' 
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1986. The MFA covers all major textile and clothing products 
and allows in principle a 6 per cent annual volume increase in 
LDC imports to DMEs. 

15. See e.g. UNCTAD (1983 b), K. Morton and P. Tulloch (1977) and 
D.B. Keesing (1978) about restrictions ~gainst textile and 
clothing trade from LDCs. 

16. Public forest ownership is dominant in most countries, 
supplemented with corporate ownership. In Sweden, for instance, 
wood-processing companies own 25 per cent of the forest area. 
In the Third World, forests are typically under public or a 
semi-feudal latifundia type of ownership. Hence, in 
international terms the Finnish pattern, in which most forests 
are owned by the independent peasantry, is quite exceptional. 
About the structure of Finnish forest ownership, see A. Reunala 
(1974) and M. Hakkila (1981). Furthermore, the control over the 
forest industry in many countries is in foreign ha~ds, li~e in 
Canada or in several LDCs, where the utilisation of forest 
resources is based on extractive exploitation. See R. Hayter 
( 1984) . Particularly in the Third World, comprehe11s ive forest 
management systems exist in only a few cases, UNIDO (~983 d). 
See also J. Raumolin (1982 b). 

17. See e.g. J. Raumolin (1983). 

18. R. Eklund (19?4) and J. Poyry (1977). 

:9. N. Ryti (1981) and Jaakko Poyry Consulting (1979). 

20. The best comprehensive internation .. 1 survey about the forest 
sector development in the Third World is UNIDO (1983 a). See 
also UNCTAD (1980 b) and (1982 a). 

21. J. Poyry (1977) p. 2 and UNIDO (1983 d) pp. 25-28. 

22. UNIDO (1983 d) p. 26. 

23. J. Poyry (1977) p. 4. 

24. J. Poyry (1982) p. 3. 

25. UNIDO (19~3 d). 

26. FAQ (1982). 

27. For example, imports of rough wood account for an estimated 73 
per cent of the value of gross output of wood products in South 
Korea, and in Japan the share is 24 per cent. UNIDO (1983 b) 
p. 351. 

28. See UNCTAD (1982 a) and UNIDO (1983 d) • 
• 

29. 'Jery few studies have been made about the structural 
development of the Finnish forest industry in relation to the 
increasing competitiveness of LDC producers. In this respect 
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St.'<' H. s,-·;..'p:ila, .T. Kc:,:luvaim':1, R. Sc-ppiila ( 1980) an::: Jaah.ko 
p.:iyr·:· C.::::;~:lt1n:, (197Q). St."C also .T. Raumolin (19R4) and;.;_ 
,;alt•':~c'n, I. Heikkil~i, .;. KetolainPn 11Q83). 

JO. U~IDC (1983 dl p. 45. 

3L. H. Kunnas (1981), K. Torvi (.1980) and UNCTAD (1978 b). 

3~ See e.g. T.R.G. Bingham (1976). 

33. See e.g. J. Raumolin (1984). The Finnish forest inch:stry and 
the forest equipment suppliers ar~ closely integrated, ~ct only 
by mutual commercial trapsactions, but also by ownership 
structure. Dominant wood-processing companies have extend·-cl 
their involvement into metal. electro-technical and also 
chemical industries and have thus become large multi-sectoral 
conglomerates. Some examples are Rauma-Repola, Ahlstrfim, 
Kymmene-Stromb0rg, Nokia and Tampella. This successful 
diversificatir~ from traditional wood processing towards fo~est 
machinery production and other industrial spill-over effects 
have been facilitated by the system of national control which 
has reserved industrial development in :he forest sector for 
domestic enterprises. In contrast, for instance in Canada, 
where control over forest industry is to a marked extent in 
foreign (mainly US) hands, the industry has not been able to 
create backward and forward linkages with the domestic economy 
on a similar scale t-.o that in Finland. Canadia·1 forest 
industry is heavily dependent on importation as far as capital 
goods and R & D inputs are concerned. See R. Hayter (1984). 

34. Jaakko Poyry and Ekono are the biggest Finnish consulting 
companies in the forest sector. Thi? Jaakko Poyry Group, for 
example, has expanded rapidly and has today eleven subsidiary 
companies abroad, of which three are in the Third World. 

35. See UNCTAD (1982 a). 

Chapter o 

L About the internationalisation process of the firm, 
Luostarinen (1975) ana (1979). 

see R. 

2. See C.V. Vaitsos, Power, knowledge and development policy: 
relations between transnational enterprises and developing 
countrie3, in G.K. Helleiner (1976 b). 

3. The four Finnish 
affiliates abroad 
first three being 
and paper company. 

TNCs having at 
-are Kone, Nokia, 
engineering groups 

least six man~facturing 
wartsila and Kymi, t:he 

and the last one a pulp 

4. In 1982 Finnish affiliates abroad employed altogether some 40 
000 people, that is about 7 per cent of the domestic 
manufacturinc; employment, and their gross output was some 10 
milliard marks, i.e. around 15 per cent of Finnish total 
exports. ~. Asvik (1982) and H. Aintila and P.J. Boldt (1984). 
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In c,•:n;;.11·Ls•::1, cmpl0y:nent in tort~1gn affiliate!:' of Swedish 
fLrm!:- ·"'""' _-;4 per cent of manufacturina f'mµloyment in s .... edPn i:: 
1978 Jnd foreign production was q2 per cent of Swedish exports 
already •n 1971, B. Swed.:nborc (1979). Sweden, in fact, 
ref.nescnts a country in which the relative size cf 
manufaci:uru;g investment abroad is one of the ilighest amonq 
DMEs. Only in the United States, Switzerland, the Uniled 
Kingdom and Franc~ was international production as a percentage 
share of exports higher than in Sv:eden in 1971, the figures 
being respectively 396 per cent, 2~6 per cent, 215 per cent, 
and 94 iJf'r cent. For f:'xample, in Japan and '-lest Germany thf' 
corresponding share was only 38 per cent and 37 per cent 
respectively, United Nations (1973) Table 19. 

See e.g. United Nati.ens (1983), 
Committee Report (1980. 

H. Luukkanen (1982) and 

6. Because of the lack af comprehensive and ~mi.form data, the 
figures in Table 86 indicate only the rough magnitude of 
di. f ferent foreign ope rat ions. The pat terns h..ive been 
illustrated by using thP values of sales of different operation 
forms. Hence, total foreign operations comprises the total sum 
of sales through direct exports, licensing, sales subsidiaries 
;rnd di.rec'. production investments. See R. Luostarinen (197'i) 
Tables 19 and 20. 

7. See e.g. R. Swedenborg (1979). 

8. See e.g. Foreign and Commonwealth Office (1979) and G. Shepherd 
(1979). 

9. AL its greatest height, during the 1960's and at the beginning 
of tne 1970's, construction investments accounted for nearly Lv 
per cent of Finland's GNP, while the level in other Western 
European countries has been around 10-13 per cent. In the mid
l970's, housing construction in Finland approached 16 new 
dwell i.ngs per thousanrl inhabitants, compared with a general 
OECD average of about 8 dwellings per thousand. Since then, the 
reldtive volume of new construction activity has, however, 
decreased. At the beginning of the 1980's, construction 
investments in Fir.land fell below 15 per cent of GNP, i.e. 
closer to the average comparable international figures. 

10. Data concerning foreign construct ion ope rat ions are based on 
calculations made by the Association of General Contractors of 
Finland. Sec also P. Huovinen (1977), K. Keravuori (1979) and 
R. V~yrynen (1983 b). 

11. C·.)ntractors from the United States are dominating LDC 
construction markets, c0vering some 37 per cent of the total 
market shares (36 per cent in the Middle East) in 1982. South 
Koreans rank second, having a LDC market share of 11 per cent 
(21 per cent in the Middle East). Third is France with~ market 
share of 9 per cent (7 per cent), followed by West Germany 8 
per cent CS per cent), Japan 8 per cent (5 per cent), Italy 6 
per crnt 6 per cent) and the United Kingdom 6 per cent (6 per 
cent). !'he data is given by the Association of General 
Contractors of Finland. 
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12. It is estimated that only about ~0-50 per cent of LDC invoicin? 
cf Finnish cont -actors is rPgistered in the trade statistics as 
exports of goods from Finland to the target country. This 
relates to the industrial and ccnstruction equipment which have 
been supplied by Fin~ish ma~ufactures for foreign constructi~n 
operations. The major share of the invoicing is registered in 
the services account as receipts from technical assistance and 
consultancy, or are related to local labour costs and suh
contract ing activities. As regards the constr 11ction projects in 
the Soviet Union, the amount of Finnish material input is 
usually much larger than is the case in the LDC operations. 

13. Data concerning the foreign planning services of Finnish 
consulting agencies 3re based on information supplied by The 
Finnish Association of Consulting Firms. 

14. An analysis of the Finnish development assistance performance 
in relation to the semi-peripheral international position of 
the country is presented in K. Kiljunen (1983 bl. See also V. 
Harle (1978), E. Antola (1979), U. Vesa (1979), R. Vayrynen 
(1980) and T. Rosberg and H. Rytovuori (1981). 

15. The LDCs account for a very small fraction of world R & D: 
approximately 3 per cent. The share of the socialist countries 
is estimated to be around 30 per cent. J. Annerstedt (1979). 
Here, however, t~e major interest is in examining the 
C!ifferences among DMEs. In this respect the best sources ar(' 
the publications, Science and Technology Indicators and The 
Science Resources Newsletter issued by the OECD Secretariat. 
The latest issues available have been from the year 1982. 

16. The relationship between the innovative car:iaci~y of industry 
and the international competitiveness of a country, 
particularly in Scandinavian countries, is examined in detail 
by P.H. Kristensen and J. Annerstedt (1980). The Finnish case 
is studied by R. Lovio (1984) and R. Vayrynen (1984). See also 
K. Pavitt (1979) and (1980, particularly chepter 3). 

17. In the case of the United States, for example, out of total 
receipts related to licences and royalties from abroad in 1978, 
corporations affiliated with US-based corporations accounted 
for 80 per cent. In the United Kingdom the corresponding figure 
was 28 per cent. Without doubt, this phenomenon is connected 
with the fact that licence payments are an expedient means of 
manipulating transfer prices, i.e. that profits are transferred 
by TNCs via licence payments. For further details, see UNCTC 
( 1983). 

18. ~· pp. 8-9. 

19. In addition to licence and royalty payments, the Finnish data 
supplied by the Bank of Finland include fees for trade marks 
and the costs of patent applications, while management fees are 
not included. 

20. H. Luukkanen (1980). 
foreign licence and 
corporations, see N. 

See also Komiteanmietinto 1980:55. About 
know-how agreements made by Finnish 

Oravainen (i.979) .' R. Vayrynen (1976) has 



examined ::h,, df'qree 
?.Jtent market. St»~ 

(1984). 
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to . ..,hich 
al so R. 

TNCs are dominat1ng the Finnish 
Lovio (1985) o.nd H. Luukki'.1en 

21. This is a s1mpl1fication, since not all goods classified by the 
trade and production statistics within the categories of 
machinery and equipment are investment goods - and similarly a 
major proportion of transport equipment includes, in fact, 
investment goods. Machinery and equipment are understood here 
as SITC 7 less 18 ana 79, or ISIC 38 less 381 and 384. 

22. 

23. 

For a more detailed presentatio~. 
(1979 a) and IJ~IDO (1981 al. 

see A. Field (1979 bl, OECD 

OECD (l~-7 bJ Table 1. See also 0. 
(1979) and H. Aintila (1975). 

Knudsen and E. Landmark 

24. Compare e.g. with OECD (1981 c), Table 7, in which industries 
have been ranked according to the degree of TNC penetration in 
developed and developing countries. 
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ttu:; s::xy _ The ::'":'"1c1al Fir:n1sh L-re1gn trade statistics are pr1mar1ly b.:is.:..•j en 

the ~ (ErtLc;sels '.\:omenclaturel, rut .s111ce 1960 trade data have l:::>een publisho::;-j 

also ty usir.q the re•:isE'd SEC cla.ssificat10n. In this study the SIT(' classifi

cation is used. s1nce l t makes internati::nal comparisons pJSSi~le. The data for 

Fir.lard are taken frcm ·:nricus issues of tf-:t:. QFfi::ial Statistics. Seard of 

0.l.storr-.s. Foreign Trade. ThE main statist;.cal sc.crrce for interrtationc;L c-er:-.pac .. sr::r.s 

!"'as been van0us issues of OECD, Foreiqn trade by corw.iocEties. Finni.sh data :-.a•:e 

been published i~ the OECD statistics since 195 7. The figure.::: preser.::.c<i ir.. 

A~ndix Ta~les are in current prices. 

:\ maJcr ~roblem of u.sing the SITC classif1cat10n for frnland in the 1950 · s and 

the 1960·s is that the country group dis~~grega~10n - in particular as far as 

dcvelo;)lng ccuntries are concerned - varies notabl/. Hencef·:;c-th. the SITC ba.scj 

trade .jata for the years 1<?53, ::.960 and 1965 have spec1f1cally t::een collected 

for this stu::iy from th1:2 archives of the Foreign 'ITade Sccti-:;1, .;:if :inrush Ecar::i 

o[ CUstoms. 

The ·.rcrl.d econom11 has been d1nded in this 5tudy into thu:e :na]v- r·~·;ic:.s 

covering the followtng areas or countries: 

a-!Es (d€veloped market econor.uesl constitute all Eur0t=ear. .-r:ark•:": <ccncmies in

cluding Ytqos~avia and 1Urkey; ~orth America, Aust~al~a. :;c-,.; Zealand, Israel, 

Japan and South Africa; 

socs <socialist c0untnes) consist of East European centrali·; pJannE:d econo:.ii.,,.s 

and the Soviet union; 

LOCs (less developxi cour.t.ries) consist of t.he Cariblxa:-1 1u~a, Centt·al and South 

America. Africa (except South Africa l, .J:eania ( exc€'pt Australia and New Zealand l 

and all Asiar. countries inclucilng China and Vietnam ( exce;:it Israel and Japan) . 

The domestic industrial production and employment dat.'.l is fror.1 Official Indus tr lill 

StatistJ.cs produced annually by the Central Statistical Office> of f.Li1.;.a'ld. If .:my 

other data sources than those menti.Jned above .:.re used, they are indicated in the 

tables concerned. 



Table 1. srrc and corresponding !SIC cat.cgories constitut.ing 'trade in manufactures• 

SITC code 

La.l:x:>ur-intensive intermediates 

leather prds 
rubber prds 
wood mnfs 

textiles 
non-metal mineral prds 

capi t;~l-intensive 1nter.11ediates 

chemicals 

pulp 
;:i;1per 
iron and steel 

Consumer gocx:ls 

Rev.l 

61 
62 
63 

65 
66 

5 les.:> 54 
and 55 

25 
64 
67 

pharmaceutical£ and clearning prds 54 and 55 
furniture 82 
clothing 84 
footwec.r 85 
1nstn..unen ts (incl. watches J 86 
passenger vehicles (incl. motorcvclesJ 732.1, 732,9 
misc. light mnfs 81, 83, 89 

capital goods 

basic me~al prds 69 
r:ower gen.machinery 711 
ir:dust!"lal machinery ..,12. 715. 717 

118, 719 
office and computing machinery 714 
tele, 'IV. radio appar. 724 
electrical machinery 72 less 724 
transport equipment 73 less 712.l 

732.9 

SITC code 
Rev.2 

Gl 
62 
63 

65 
66 

5 less 54 
and 55 

25 
64 
67 

54 and 55 
82 
84 
85 

87 and 88 
781 and 785 

81, 83 and 89 

69 
71 

72, 73 and 74 

75 
76 
77 

78 and 79 
less 781, 
785 

ISIC code 

323 
355 
331 

less 33 111 
321 

36 

351, 356 and 352 
less 3522, 3523 

34 El 
341 le5S 34 lll 

371 

3522 and 352 3 
332 
322 
324 
385 

342 and 39 

)bl 

3821 
382 less 382l 
3825 

3825 
3832 

383 less 3832 
384 

Note: Typ:i.cally, a statistical definition of trade in manufactures includes SITC 
codes from 5 to 8 less 68 (non-ferrous metals). Here, however, 25 (pulp) is 
included because of its significance in Finnish exports. 'Ihe correspondence 
between the SITC and the ISIC draws upon United Nations, Classification of 
Comnodities by Industrial Origin, Statistical Papers, Series M, no 43. The scope 
of manufacturing act1v1t1es according to the ISIC covers whole code 3 less 31 
(food beverage and tobacco manufactures J and 353 and 354 ( petro!eum products) as 
well as less 33 111 (sawn wood) and 372 (non-ferrous metals). 



AWCfxiix 

Table 2. Indices of factor intensities in Finnish manufacturing branches, 1981 

R & D capital laoour raw energy 
intensity intensity intensity material intensity 

intensity 

Leather prds 5.6 37.5 109.8 116 .5 44.6 
Ruboer prds 131.6 91.5 106.1 76 .4 56.9 
Wood mnf s 13. 7 82.8 108.4 103.5 79.0 
Textiles 13.0 74. 7 100.5 95.6 46.6 
NCXl-rretal mineral prds 42.l 107 .9 93.7 69.2 139 .6 
Chemicals 158.3 162. 5 83.9 123 .8 157.7 
Pulp 82.2 511.4 72 .6 121.8 404.6 
Paper 82.2 277 .3 79.6 120.l 195.3 
Iron d.rld steel 79.4 254.4 109.2 120.6 44 7 .5 
Pharmaceuticals 595.6 98.B 61.l 65.4 20.3 
Furniture 13.8 36.6 103.5 89.6 30.7 
Clothing 13 .1 16.1 112 .6 89.5 13 .9 
Footwear 4.8 16.9 111.5 109.2 15.5 
Instruments 486.4 31.l 88.6 55.l 11.6 
Misc . light mnf s 15.5 46.7 91.6 45.6 12.4 
Basic metal prds 45.9 46.3 102.2 86.l 30.7 
Industrial machinery 141.7 50.8 116 .6 91.2 28.1 
Computing machinery 484.l 22.l 98.9 56.9 6.3 
Tele, 'IV, radio appar. 726.5 31.1 124.8 109.8 13 .4 
Electrical machinery 252.0 64.6 110 .2 94.5 26.6 
'l'ranspxt equipment 42.2 52.8 135 .6 103.4 :n .7 
Total manufactures 100.0 100.0 100 .0 100.0 99.9 
Sawn wood 13.6 109 .4 113. 7 141.G 94. 7 
N,m-ferrous met'ils 294 .2 192 .l 121 . 9 162.l 282.l 
Fuels 143.3 527 .9 23.4 186. 7 45.5 

Note: 

R & D intensity = R&D expenditure/value adjed + R&D personnel/labour force; 
capital intensity = fixed capital/labour force; 
lalx>ur intensity = (wages + salariesl/value add€'d; 
raw material intensity = raw materials/gross prcxluction; 
energy intensity = energy costs/value added; 
Wii::Je level = wages/wage earners; Sources: 

WdCJe ldoour female t irm llll< 
level r,nxluc- intensity size intensity 

t1vity 

75.3 6 7. 5 159.0 45.6 90.7 
87 .1 82.2 137. 4 136.2 31. 9 
8'i. 3 75. 9 91. 7 77 .0 190.3 
78.9 78.8 191 . l 97.4 78 .1 

100.9 105.3 64.9 61.2 78.l 
102 .9 125.8 92.6 93.0 92 .8 
130 .4 172. 3 53 .6 34 3 .4 148.2 
123.8 150.7 88.l 313 .1 86.1 
115 .4 103 .5 51.6 JI.Cl. 7 152.B 
85.? 166.2 161 . fJ 119. 3 27 .B 
83.6 77.5 90.6 4 7. 3 ~22.5 
72.0 61 .0 24 7. l 90. l 155.6 
76.7 66.0 193.4 ')5. 9 94.1 

'" 96 .3 ]) 6. 7 98. J 78. 5 80.2 _, 
99.9 114.8 131. 2 61.9 75. 2 
99.8 94.5 6LS 61. j 122.6 

107 .4 91 .5 4 7. r) 119. 3 83. 9 
132. 7 129.0 53 .B G8.6 56.l 
89.6 79.6 148.7 20 7. ') 55.6 
99.4 93.B 'JJ. 4 J B2. 7 in .3 

112. 9 80.l 42.8 180. 3 49.3 
100.0 100 .o 99.9 100 .0 99.9 

91. 9 7'). 3 45.7 71 .1 184.6 
122.0 95.J 48.4 216.l 102.7 
122.9 534.2 64.8 l 75. 'J 8.7 

lat:our productivity = value adjed/labour force; 
female intensity = w:>rren employees/labour force 
firm size = labour force/establishments; 

Ddta on l«'i.l> eXf-"--'lld1turc and l<&D p::_.rsonn"1 hy 1,rdncr1cs is Jr(;m Ci:·ntral Stat1.sticttl 
Of I let: ,,t Finland, l<esL,d1-ch act1v1ty l'Jt.H, llL:l~anki 19fd. 

IJJR inttnsitv = LDR labour force/labour force 
.l\ll phxlt1<:t ion .md lcibour force datd <1rl· fr<•m <:.:11tr<1l .St.it Jf;t t<'<ti 11ff1c:'' nf Finl<'tr:•l, 
Jndustric1l Statistics 1981. Volume I. LJ.itu t,v l,r<111ct·1. 11~10:11:f~t l'J(J°J. 



Appendix Table 3. Finnish foreign trade by nnjui· l'•·t;iun::;, l'.J 1 )~-1·HJI (1:dl. lllk) 

Table 3 ft. 'l'rad~ with DMEs 

imports 
1953 1960 1965 1970 1976 1981 

·-----.,.--- t~X(JuJ•L:~ 
JCfi~ JC!( n 1 (l(,IJ 1070 liPf, -1 <)fll 

LEAlliER 1.392 8.685 14.691 '19.9 185.0 243.6 0.469 0.143 7. 708 17.8 47.2 97.1 
RllH:R S.651 33.961 57.717 129.6 255.7 500.2 0.092 1.803 4.719 19.3 :n.o 116.8 
woe 2.151 7.BSB H • .-31 32.4 73.1 138.8 56.309 151.015 228.934 483.1 717.4 1:,'95. 7 
T£XTlLES 60.5Bb 179. '?OS 233.997 607.l 1207.3 2048.9 1.806 18.?.43 57.540 158.5 317.5 513.3 
NOHMETtll 6.496 28.773 48.078 118. 7 272.6 622.2 4.304 9.-1i6 25.923 50.6 160.B 424.B 
SlBTOT 76.276 259.!82 368.914 937.7 1993. 7 3SS3.7 6~.480 li.\0.620 324.824 729.3 1279.9 2547.7 
CHHilCAL 41.0-44 2:-10.212 38'1.361 708.3 1881.7 4027.7 1.930 13.675 56.650 173.3 503.3 HG3.l 
Pll.P 0.109 1. 713 5.952 5.7 21.4 as.a 182.940 425.lD 641. 898 991. 7 1177.S 2653.l 
PAPER 0.987 0.273 2'1.748 59.0 199.6 432.2 165.399 567.101 999.059 1922.G 4409.7 058!.3 
IP.OH 74.062 292.331 312. 711 789.7 11.24. s 1639.l 1.3S9 7.030 88.920 305.6 606.9 1756.8 ----· - 3'".193.2 ·r;.;7-,,5 SlBTOT 116.202 S32.529 727. 772 1642. 7 3227.1 6184.8 351.628 1012.979 1787.343 14454.3 
PHARt\ACE 9. 728 34. '/13 99.463 206.4 468.1 860.9 0.009 0.257 3.309 18.2 BIJ.9 152. C) 

FURHITUR 0.172 0.722 10.791 28.6 72.0 136.2 0.218 2.060 9.973 55.8 157.0 414.1 
CLOllilNC 0.963 10.310 31.113 138.4 !!57.0 540.6 0.030 2.325 16.073 329. 7 103S.8 1944.!! -'" FOOTIEAR 0.104 0.960 7.319 33.9 65.7 !!lS.1 0.224 0.6S6 9. 713 53.6 07.8 192.2 (I. 

IHSTP.ltiE 9.552 46.434 92.128 196.l 609.! 13'"J2.3 0.409 1.747 4.583 12.2 88.4 310.3 
PASIJ£H!C 5.571 SC:.173 307.245 373.2 628.6 1438.4 0.000 0.015 0.143 28.6 223.2 314.2 
"lSCKHF' 5.223 '15.0SS 1.11.916 286.4 675.S 1356. 7 4.263 8. 722 31.SS8 149.0 472 .1 1143.0 
SlBTOT 39.313 190.367 659.975 1263.1 2856.0 S990.2 S.313 15. 782 75.U2 647.1 2153.2 4470.9 
BASICtiET 13.160 73.362 144.211 288.4 723.2 12S8.2 1.943 S.243 17.428 108.7 247.l 6::2. Q 

PO~RCEH 0.000 0.000 0.000 136. 7 650.1 932. 7 0.000 0.000 0.000 16.0 91.4 220.3 
INO.IW~H 110.3Sl 555.455 814.979 131S.9 3051.0 5Bbl.8 3.30S 3S.907 81.109 376.3 1151.5 2836.S 
COHPUTI~ o.ooo o.ooo 0.000 133.3 422.2 1171.5 o.ooo 0.000 o.ooo 4. 7 21.2 1!1.S 
TV.RADIO 0.000 0.000 0.000 161.5 600.9 86'1. 8 0.000 o.ooo o.ooo 90.8 360. 7 634.4 
ELECTRIC 4S.217 194.240 348.936 551.S 1209.8 2041.1 1.447 7.670 36.531 109.3 281.6 636.8 
TRANSPOR 86.336 2G'1.6ES 270.142 834.6 2033.3 3325.2 3.068 32.740 38.196 248.9 715.4 1699.2 
SLeTOT 2S5.104 1087. 722 1578.268 3421.8 8770.4 15-155.3 9.663 B1.S40 173.344 954.7 !!876.9 6770.7 
TOTAL 486.895 2069.000 3334.929 7265.4 16941.2 31074.0 429.084 1.290. 9!! 1 2~0.923 5724.3 13087.4 28243.6 
ACRlClL T 80.001 162. 792 248.978 394.4 940.0 23S0.8 25.300 110. 337 104.833 299.7 613.6 864.4 
StHlfWOO 1.312 4.424 16.692 37.9 69.S BG.6 329.104 792. 841 664.031 969.7 1671.1 3757.6 
NONFERRO 28.158 68.756 77.861 221.8 335.0 761.4 2.25., 9.577 64.647 277.9 70S.9 lSBS. 7 
OlliERRMI 60.804 151.990 224.507 352.6 769.0 2017.5 23.172 74.150 148.655 181.2 554.3 1529. 0 
Fl£LS 24.090 45. \.BS 51.629 120.6 475.5 2331.5 0.011 1.069 1.852 79.3 370.8 2427.5 
SlBTOT 195.165 433.847 619.667 11.27.2 2588.1 75-47.8 J79.841 987.982 984.018 18~7.8 391S.8 10164.2 
snc g 0.016 5.049 S.'175 3. G. 20.4 69.8 0.000 1.315 1.520 1. 7 16.8 59.1 

- - - - -

TOTTP.AOE 682.076 2508.696 3960.071 8396.3 19455.7 38691.7 808.92S 2280.218 3346.465 7533.8 17020.0 38466.9 



Table 3 b. Trade with oocialist countries 

imEorts c·:-:pu1•t:, 

1953 1960 1965 1970 1976 1981 ] 9:) 7i 1 t')[,(J 10(/, 197() 1 ')7(, 1 r181 

LEA TliER 1.619 1.862 2.487 2.6 3.8 7.9 0.001 0.003 0.001 0.013 0.1 1.2 
RllHR 0.3 19 1.177 1.397 2.4 7.2 28.5 0.0Ei2 0.028 0.348 0.286 4.S 8.2 
WOOD 0.036 0.262 0.2S1 2.5 6.9 18.3 66.240 7 .1:"2 3.808 16.397 59.5 196.6 
l!XTILES 18.062 8.633 9.7SS 20.8 137.S 157.2 0.471 0.229 3.H2 9.0B2 59.2 210.9 
NONtiETAL 1.433 1.947 3.134 7.4 17.4 42.9 0.100 o. 7B3 0.027 2.636 20.s 169.6 
St.eTOT 21.469 13.891 17.054 35.7 102.9 254~8- G<i°.954- 8.175 7.326 28.414 151.9 586.S 
CHEKICAL 27.100 40.137 46. 720 74.5 156.1 499.B 1.261 4. 1()3 11. 377 35.928 112.4 900.9 
Pll.P o.ooo 0.001 o.01s 4.3 0.3 2.3 26. 742 72.278 140. 709 176.431 ~'59. 8 654.6 
PAf'ER 0.170 0.204 0.434 2.1 0.3 0.9 3S. 770 123.589 224.269 41S. 763 1220.4 2918.0 
!.~. 16.755 56.656 65.571 135.0 15-4. 0 199.6 3.083 0.470 30.~~l 0.035 46.5 209.5 
Sl.OTOT 44.02S 97.078 112.740 alS.9 310.7 702.6 66~es6-eo-o-:-S2o406:-7~ftr- i.?0.1s1 1739.0 4682. 0 
t'HAR>iACE 0.667 O.S95 1.954 4.8 8.2 10.2 0.006 0.129 0.187 0.921 8.9 509.S 
FURNITUR 0.004 0.01S 0.659 1.8 9.5 20.0 0.393 5.~5 8.H3 20. 743 62. 7 245.0 
CLOTliIHC 4.928 3.225 3.217 4.4 12.2 84.2 0.003 1.493 18.091 60.130 267.2 1391. B 

,_ 
FOOTWEAR 0.3S4 0.519 0.846 1.5 11.2 31.0 0.002 0.5~1 0.267 9.611 114.5 595.7 

, ~ .. 
INSTRll\E 2.SS7 1.464 2.829 3.9 15.3 29.1 0.049 0.117 2.912 0.553 18.3 71.6 
PAS'.{HIC 19.633 41.545 25.249 17.0 90.6 136.4 0.000 0.121 0.036 2.461 2.0 2.1 
KISCKNF 2.337 5.282 7.568 12.3 36.0 76.1 0.118 1.221 6,466 16.634 111.1 527.1 
SllHOT 30.480 52.645 42.322 28.6 193.1 387.0 0.571 9.027 36.402 111.053 584.7 3342.8 
BASICMET 3.008 2.622 8.531 7.7 32.1 33.9 11.186 15.988 19.503 44. 438 215.9 737.5 
POIERCEN 0.000 0.000 0.000 11.0 197.0 197.8 o.ooo o.ooo o.ooo 3.788 30.9 92.2 
IND.MACH 4.844 10.93S 28.309 36.0 148.9 244.5 53.709 48. 425 118.867 186.638 1137.8 17SO.S 
cmiPUTIN 0.000 0.000 0.000 0.4 2.2 5.8 0.000 0.000 o.ooo 0.067 3.1 18.1 
TV.RI.DID 0.000 0.000 0.000 s.o 22.2 38.0 o.ooo o.ooo o.ooo 9.572 30.0 171.3 
ELECTRIC 2.583 7.066 8.105 10.5 27.2 61.0 8.528 20.719 34 .884 57.681 163.9 668.6 
TP.ANSPOR 6.973 6.807 19.011 18.6 44.8 93.9 107.437 208.279 192.428 :~12. 973 1362.2 1866.B 
$1.0TOT 17. 408 27.430 63.956 89.2 474. 4 674.9 180.0SO 293.411 :"65.682 615.157 2343.8 5305.0 
TOTAL - 113.382 191. 034 236.072 386.5 1071.1 2019.3 315.241 511.133 816.206 1382.781 SU9.3 13916.~ 
ACRIC\l. T 146.987 135.765 63.380 125.S 79.4 114.9 11.509 17.595 72.553 90.125 255.6 1594.2 
SA~lllOO 0.103 13.300 108.S08 107.2 476.9 510.0 56.675 34. 872 13.245 2.420 1.8 39.9 
NOiffERRO 0.579 19.118 26.11.2 S4.0 93.3 255.2 4.591 B.460 6.348 8.119 96.2 191.1 
OMRRMI 20.333 55.058 72.408 127.9 162.2 245.5 11.970 26.097 29.122 :<.3.862 20.7 102.2 
Fl.(LS 134.441 264. 730 415. 730 927.3 4273.6 13034.2 0.038 o. 002 0.099 o. :-456 lS.S 108.7 
Sl.OTOT 302.443 487.571 686.138 1341.9 5085.4 14159.8 84.783 07. 026 121.367 134. 882 397. 7 2036.1 
SITC 9 0.013 7.4~ 36.400 5~.e 62.8 BS.O 0.000 0.520 0.183 0.017 0.1 0.2 
TOTTRAOE 41S.S38 686.497 958.690 1783.2 6219.2 16264.0 400. 024 598.679 937. 753 1517.677 5817.1 15952. 7 



'l'dtile 3 c. 'I'l'<ch1t: ~ ... i th 1..DC~ 

- - - - im~o1·ts (: ; 0: l"J1:.;·t ;~ 

1C'53 1960 1965 1970 1976 1981 19113 1 'JGO 1 s~Jifro---1 rjf(, 1 ~121 
LEATHER ~.613 0.049 0.125 4.267 18. o\3S 121.0 0.000 0.000 \),001 0.001 o.oe0 6.6 
Rl.IH~ 6.!78 8.448 0.102 0.29.\ 0.692 1.9 O.OlS 0.001 0.031 O.OS3 O. l.S8 6.2 
wou o.ooo 0.1S3 0.069 1.736 S.760 14.1 s. 779 7.1So\ 6.140 19.246 9<3. lH 418.S 
rrxm.Es ').S69 2.16.\ 5.387 9.870 60.599 132.9 0.004 0.188 0.541 2.002 5.H8 19. l 
HOHl;ETA!;, 0.001 0.032 0.091 0.192 1.100 s.o 0.179 0.328 0.770 2.074 10.657 36.3 
SWTOT 7.361 10.846 5. 774 16.3S9 96.586 274.9 5.977 7.671 7.483 23.376 115. 465 ~96.1 
CHDHCAL 6.069 3.096 4.S37 5.234 5.888 63.2 0.038 1.ns 3.438 25.487 89. 765 4SS.9 
Pll.P 0.000 0.000 o.ooo 0.000 O.lSS 2.6 12. 874 45.226 49.307 49.999 34.980 250.2 
PAPER o.ooo 0.002 0.014 0.010 0.907 5.2 64.130 138.080 153. 082 293.874 542.499 1719.6 
lROif 0.020 0.000 0.001 1.365 0.133 41.6 0.006 14.467 10.0lS 9.008 4.466 171.5 
SW TOT 6.089 3.098 4.SS2 6.609 7.113 112.6 77.048 199.2~8 115.842 378.368 671. 710 2597.2 
PHARtiACE 0.167 0.018 0.102 0.227 1.029 3.2 0.000 0.006 0.174 3.858 8.868 21.3 
FURHITUR 0.000 0.006 0.102 0.156 0.270 3.2 0.016 0.017 0.293 0,S62 12. 890 o\0.6 

'-
CLOTH IMC 0.272 0.391 5.546 11.968 62.202 i'.23.8 0.000 0.022 0.017 0.174 0.810 4.0 ..,, 
FOilHl.AR o.ooo 0.17'5 0.332 4.649 12.060 49.7 0.000 o.ooo o.ooo 0.105 0.198 0.9 c 

IHSTRU1E 0.002 0.009 0.637 1.048 .\.664 31.2 Cl.128 0.174 1.457 3.072 20.627 53.3 
PASl.{HIC 0.000 0.000 0.00() 0.000 0.000 2.8 o.ooo o.ooo 0.001 0.013 0.406 2.2 
HlstHl'I" 0.030 0.63S 2.633 12.916 26.3SO 105. 7 0.625 1.182 0.567 1.617 17.863 46.2 
SW TOT 0.471 1.234 9.:-62 30.964 106.57'5 419.6 o. 769 1.401 2.509 9.401 61.662 168.5 
Bt\SICl\ET 0.003 0.062 0.825 1.097 4.025 25.9 0.586 7.633 1.695 5.847 53.387 154.9 
PO'i:RCEN 0.000 0.000 o.ooo o.ooo 0.176 1.3 o.ooo o.ooo 0.000 0.470 6.247 117.5 
JHO.t;ACH 0.013 0.006 0.153 0.108 0.837 19.5 0.010 15.459 13.3S1 23.191 163.272 487. 4 
COtiPUTIH 0.000 0.000 o.ooo 0.109 3.S25 11.9 0.000 o.ooo 0.000 0.(100 0.306 4.5 
TV.RADIO 0.000 0.000 0.000 0.2H 8.281 64.4 o.ooo o.ooo 0.000 o.~10 29.641 36.0 
ELECTRIC o.ooo 0.010 0.190 1.074 5.819 53.8 0.366 1.630 7.961 11. 497 19.805 172. 7 
TRAN SP OR o.ooo 0.009 0.018 0.013 0.549 2.8 0.269 2o\.H6 11. 228 114. 427 241.0'31 :163. 7 
Sl.IHOT 0.016 0.087 1.246 2.61S 23.212 17.l.6 1.231 49.138 34.235 155.90:! 514. 409 1336:7 
T'1TAL 13.937 15.265 20.92.\ 56.547 223. 486 986.7 BS.025 257.458 250.069 567.047 1363:-326 4SM.l 
.~R.ICll. T 81. 792 108.522 202.S13 497.314 102S. 892 1S12.S 2.HO 9.011 5.734 20.977 G5.124 1n.G 

SAltlWOD 0.366 1.794 3.624 4.829 7.110 13.4 16.174 13.901 8.592 34.494 208.108 916.1 
HOUFERRO o.m 2.268 28.295 35.112 46.171 89.1 0.400 2.430 4.303 8.037 14 .183 42.2 
OTHERRMI 21.553 46. 725 48.610 82.123 194.069 232. 7 0.0~2 2.500 3. 024 3.370 12. 714 180.S 
fll::LS 2.157 32.991 o\2.344 216.014 1383.329 3473.2 0.000 0.000 0.016 0.002 1.296 0.4 
SlllTOT 106.667 192.301 32S.386 83S.392 2GSG.S61 532G.9 19.096 27.SSO 21.G69 GG.800 301.425 1294.8 
SITC 9 0.000 0.014 0.011 0.012 0.060 0.1 0.000 0.022 O.OOi! 1.263 2.G60 4.5 
TOTTRADE 120.604 207.580 346.319 091. 951 2080.107 6313.7 10'1 .121 2as.:-130 281.740 6:-6.193 1667.412 58BB.4 



'1'3.~le 3 J. Total t1·adt.: 

irrport:; _____ . ________ ----~·J. :·.:__:_; -----------
1953 19~0 19oS 1 ;•'/L) 1976 l ·/~1 1 'J;,_~ bL[! l'.Jt.:, v..: : 1 '.rtt: 11)1 11 

LEATHER 3.624 10.S9~ 17.303 S6.767 207.23S 372.S 0.470 0.146 7.710 17.814 47.388 104.9 
Rlll!ER 12.148 43.S8£ S9.216 132.294 2~.592 530.6 0.169 1.8'32 5.090 19.639 41.650 131.2 
IJKIOD 2.187 8.273 14.781 36.636 es. 760 171.2 128.320 165.301 230.892 518.743 876.044 2010.8 
TEXTILES 79.217 190.S02 249.139 637.770 1335.399 2339.0 1. 781 18.660 61.223 169.584 382.118 743.3 
NOHKETAl 7.930 30.752 Sl.303 126.292 291.100 670.1 4.663 10.527 26.720 SS.310 199,957 63Q.J 
SllHOT lOS.106 283.909 391.742 989.7S9 2183.086 "083.4 135.41! 196.466 339.633 781.090 1547.165 :-1620.9 
CHEtilCAl 74.213 273.HS 4:,S.618 068.034 201\3.688 4590.7 3.229 19.:<.:i3 71.473 234,715 785.465 2919.9 
Pll.P 0.109 1.714 S.9£7 10.000 21.885 90. 7 222.556 542.677 831.914 1219.130 1572.290 3557,9 
PAPER 1.1S7 8.S59 25.196 61.110 200.807 1\38.3 265.299 828. 770 1377.210 2632.~37 6172.599 13219.9 
IR\:IH 90.837 348.987 371J.283 926.065 1279.633 1680,3 .. 4.4~~~-~_.~J. 129.394 _ 314.643 657.966 2136.B 
SlETOT 166.31~ 632.705 845.064 1865.209 ~4.913 7000.0 ~~32 1412. 747 2309.983 4:<99,725 9189,210 21733.S 
PHAPJiACE 10.562 35.326 101.S19 211.427 477.329 974.3 0.095 0.392 3.670 22.979 106.668 693, 7 ...,., 
FURNITUR 0.176 0.743 11.552 30.S56 81.770 159.4 0.627 7.442 18.709 77.lOS 232.590 699 7 """ 
CLOTHlNC 14.163 13.920 39.876 154.768 331.402 848.6 0.033 3.830 34.181 390.004 1303.810 3340:0 
FOOT~AR 0.4S8 1.654 8.497 40.049 98.960 295.8 0.225 1.2~7 10.040 63,316 202.498 788,8 
JNSTRlliE 12.111 47.907 95.594 200.948 709.064 139L!.G 0.666 2.0:i9 9.9S2 15.825 127.:"'27 4:i5,2 
PASl£HIC 25.204 93.718 332.494 390.200 719.200 1577.6 0.000 0.136 0.180 31.074 225.606 318,S 
IU.St!il{f. 7.S90 50.97i! 122.117 311.616 737.BSO 1S:i8....S.. _S_:.~~----~125 -~591 __ 167,lli_~063 17li...J. 
Sl.ElOl 70.264 244.246 711.649 1322.664 3145.67S 668G.8 6.653 26.210 114.:<c!3 767.554 2799.562 7902.2 
BASIC~ET 16.171 76.046 153.567 297.197 7S9.32S 1310.0 13.61S 28.864 39.626 158.995 516.397 1524.4 
rO~RCEN 0.000 0.000 0.000 147.700 847.276 1131.8 0.000 0.000 0.000 20.250 128.547 430.0 
lNO."ACH 115.248 566.396 843.441 l~Si?.OOB 3200.737 G12S.8 57.024 99. 771 213.407 596.129 2452.S72 S074,4 
co~rUllN O.OQO 0.000 0.000 l:~.009 427.925 1189.2 0.000 o.ooo 0.000 4, 7~7 24.606 134.1 
TV.RADIO 0.000 0.000 0.000 166.714 631.381 9u7.~ 0.000 0.000 0.000 100.842 428.341 841. 7 
~LEClRIC 47.800 201.316 357.231 563.074 1322.819 2155.9 10.341 30.019 79.376 178,478 465,305 1478 1 
™.OR._ 93,309 211,401 299.e31 es3.e13 eo10 . .fil9 3421.'3_ -~1~:2~~. 265'..~~- _2u. es2 _.§.?~.290 2819. 431._..:&9:..i 
fil!!Nl 212.520 111s.239 1£>43,470 :-613.615 9260.012 __ !§~~!.!L 191.7§.~ 424.009_ -~~-·?-~~ .!-725!1.5~ ___ 6m.~ .uua~ 
TOTAL 614.214 2276.099 3591.925 7708.447 18141.186 34080.0 t12!f.-,So 2059.512 3437.198 7674.120 19870.026 46749.0 
ACRICll.T 308.770 407.079 Sli.871 1017.214 2045.282 3978.2 39.249 136.948 183.120 410.902 934.:'.24 2606.2 
SA~"1oo 1.101 19.s10 128.824 149.929 5s2.510 610.0 401.953 041,&20 6BS.060 1006.614 10e1.000 47l3. 6 
HOHFERRO 29.536 90.142 132.268 310.912 474.471 110S.7 7.325 20.467 ?S.299 294,056 816.2S::i 1919.0 
OlltERRMI 102.690 253.714 34S.525 562.623 1125.269 24<.Y.i.7 35.144 102.?SS 180.801 218,432 595.714 1811.7 
f\l:LS 161.498 343.606 S02.703 lef>3.914 6132~.l.QQ4~.~- . _O~ ~4~- .... 1. 07~ _H_ .!.!.~Lm_ 79,65~ ------~.07.S~.-ZSiU 
Sl.BlOT 604.27S 1114.119 1631.191 3304.492 10330.061 27034.S 493. 720 1102.859 1127.054 2009.562 4614.925 13495.1 
S!TC 9 0.029 12.555 41.966 58.412 83.260 1S4.9 0.000 1.BS7 1. 705 2.980 _l.2._ID G3_ £1 
TOTlRAOE 1218.518 3402. 773 S26S.080 11071.451 28SSS.007 61269.4 1TITI1~-3164.227--Kr,5.9S8 .SS9G~G70-24504.512 -G0309~ 0 



r,pperoix 'l'a~le ti. OECD foreign tt·ad...: by nejo1· 1·q:iur1:> 1 •J(O anl 1 ')(jl (mi J. Jul Ji11·:;) 

T"dble 4 a. Ytar 19'/0 

imports t->.pot ·ts 

U.tE.s socs LOCs Total DMEs ~oc~ 1rx:s Tot::il 

LEAlltER 648.9 18.1 192.9 BS9.9 7C\7.8 27.4 S9.S 794.7 
Rll&R 1312. 9 9.8 14. 8 1337.S 13~1.2 26.3 371.1 1698.G 
11100 1047.2 46.7 338.6 1432.5 H::!5.6 18.0 77.3 1120.9 
TEXTILES 6610.4 127.9 969.6 7707.9 1: 1l2.8 340.1 1982.~ 940S. 4 
NON~iETAL 3614.4 100.1 315.9 4030. 4 3L03.2 76.9 69S.9 4S76.0 
SlBTOT 13233. 8 302.6 1831.8 15368.2 HM0.6 488.7 3186.3 17675.6 
CllEKICAL 113S0.2 299.3 S2S.8 12175.:~ 11275.4 69S.9 3448.7 1~20.0 

Pll.P 2254.8 28.4 1~.9 2303.1 2156.1 99. 4 189.9 l!HS.4 
PAPER 3905.8 30.7 14.6 3951.1 3989.8 233,8 ~"'6.6 5060.1! 
lRDM 10083.7 429.7 271.4 10784.8 10253.5 656.0 2845. 7 13755. 2 
SlBTOT 27594.5 788.1 831.7 29214.:? 27674.8 16BS.l 7320.9 36680.8 

- PKARKACE 2343.6 25.5 136.9 2506.0 2359.6 72.6 1103.5 3535.7 
FURHITUR 998.1 48.4 32.0 1078.5 896.S 9.7 102.1 1008.3 -
CLOTMIHC 3494.4 120.6 1208.6 4823.6 3397.9 134.2 371.2 3903.3 

IJ 

FOOT~AR 1271.0 39.9 153.4 1464.3 1291. 7 57.0 74.0 1422. 7 
lNSTRlliE 3859.1 33.1 47.5 3939.7 4098. 7 98.9 1o:n.o S234 .6 
PASIA:HIC 9208.8 24.8 5.8 9239.4 9878.0 45.2 980.S 10903.7 
KlSCKHF 6446.9 108.4 888.1 7443.4 6555.3 76.8 1061. a 7699.9 
SLBTOT 27621.9 400.7 2472.3 30494.9 28477.7 494.4 4 736.1 33708.2 
~SICKET 4096.0 56.0 94.2 4236.2 4220.4 140.4 1310.0 5670.8 
POW:llCEN 3273.9 13.9 44.6 3332.4 34~.7 42.8 1071.3 4609.8 
IND.KACH 15723.2 223.3 36. 7 15989.2 17160.2 13S8.S 5912.7 2H31.4 
COliPUTlN 3642.B 9.S 81.1 3733.4 3631.1 83.3 411.2 4125.6 
TV.RADIO 2783.4 13.0 260.2 3056.6 3173.9 40.l 1076.6 4290.6 
ELECTRIC 8219.9 75. 7 320. 7 9616.3 8467.2 339.8 2378.S 1110S.S 
TRANSPOR 10963.8 90.4 76.3 11030.S 12555.0 312.4 4818.2 176SS.6 
SWTOT 48593.0 487.8 913.8 49994.6 S2703.5 2317.3 16978.S 71999.3 
TOTAL 117043.2 1979.2 6<MS.6 125072. 0 !22BS6.6 49BS.S 32221. 8 160063.9 
AClllCUL T 20702.9 1122.8 11350. 7 33176.4 17507.7 689.4 4464.9 22662.0 
SA~WOD 2742.4 683.5 1287.6 4713.5 2308.6 11.6 107.8 2428.0 
NOi~FEll.RO 6564.8 407.3 3-426.6 10::198.7 6141.9 162.1 753.0 7057.0 
OTMEllRA~ 12702.4 582.6 696G.9 202S1.9 9557.3 352.4 1119.6 11029.3 
FUELS 6775.7 1230.5 1S032.6 23038.8 6278.4 os.o 521.6 68DS.O 
SW TOT 49488.2 3212.1 38064.4 90764.7 41793.9 1300.5 6966.9 50061.3 
~pc 9 24::19.1 S2.0 356.7 2847.8 1481.3 33.0 526.S 204\0.8 
TOTTRAOE 168970.S 6057.9 4'1470.7 219499.1 .166131.8 6319.0 39715.2 212166.0 



Tat; le ll b. Year 1981 

imports 0xp01·ts 

U·~s socs LDCs Tot.al DMF.s r J)(~::: .c;oc~; 1'ot:t 1 

LEATHER 2964.5 57.2 1196.S UlB.2 2997. 0 169. 7 799.9 $'956.6 
RllHR 7612. 7 82.2 481.5 8176.4 7322.3 256.3 2906.4 1040S. 0 

_WOO 4271.4 154.2 1777.3 6202.9 4257.0 91.2 933.9 5202. 0 
TEXTILES 2H26.B SU.2 6720. 4 31689.4 25377.2 lS2S.9 9599.1 ::CGSOl.1 
HOHliETAL 21030.9 607.4 2963.5 24601.8 18247. 7 403. 8 GD24 .9 25476.4 
st:etOt 60206.3 1442.2 131:..¥.l.2 74797.7 59201.2 2w;.o 21053.1 01701. l 
CHEKlCAL 69610.S 2356.6 3312.4 74279.S 66954.1 4410. 4 24890.1 %262.6 
Pll.P 7690.3 142.9 448.7 8291. 9 7287.9 319.9 1102.9 8709. 7 
PAPER 19521. 9 176.2 379.4 20077.5 18708.7 1048.2 477C .o 24528.9 
IR\lH 35796.8 1158.1 2788.4 39743.3 35295.4 4350.9 20096.2 59742.5 
SllHOT 131619.S 3833.8 6928.9 142382.2 128246.1 10128. 4 50969.2 189243. 7 
f'HARl'ACE 12824. 4 75.8 643.3 13543.S 12890.1 623.4 5993.9 19507.4 
FURHITUR 6836.4 488.1 989.0 8313.S 6575.5 83. 7 1942.4 8601.6 
CLOTH INC 16254.4 1017.2 16173.4 33445.0 14989.3 530.7 2511.S 18031.S 
FOO HEAR S683.1 262.2 3484.1 9429.4 5393.1 216.4 6~3.9 6243. 4 
IHSTRlllE 26306. 4 126.9 2405. 7 20839.0 26499.2 671.8 9690.4 36861.4 
PAS'.{HIC: 52412.2 380.9 413.0 S..':l206.1 53201. 0 84.4 9624. 0 62909.4 
tilSCHHF 31272.8 466.2 8487.0 40226. 0 28927. 3 509.0 8785.5 38221. B 
SlETOT 151589.7 2817.3 32595.5 187002.5 148475.5 2719.~ 39181.6 190376.5 
01\SICHEl 20131. 0 321.4 2184.5 22636.9 19837.3 776.9 12197.1 32811.3 
PD~RCEH 20539.1 282.0 1225.9 22047.0 20828.6 307.0 124~.7 3:6 75. 3 
lNO.tiACH 70050.4 938.8 1786.8 72776.0 73511. 7 5582.5 47860.2 126954.4 
C:OltPUTIN 23951.5 40.7 1260.3 25252.5 23672. 1 253.9 3466.8 21.f33.4 
TV.RADIO 20098.0 73.0 5754.8 25925.8 21731.1 201!.B 11079.6 :'3013.5 
ELECTRIC: 33220.8 338.3 '?075.9 40635. 0 31808.8 1069.5 17911.6 50789.9 
TRANSPOR 59693.2 408.4 1895.8 61997.4 62672.3 1593.9 39132.4 103998.6 
SlETOT 247684.0 2402.6 21184. 0 271270. 6 254062.S 9796.5 144687.4 40BS36. 4 
TOTAL 591099.S 10495.9 73847.6 67SH3.0 596985.3 25081.1 255791.3 BG7BS7.7 
ACRIC:ll. T 89312.7 2122.8 38882.6 130318.1 83642.9 10514.9 39328.0 133485.8 
SA.alll>OD 10281.2 1604.0 4174.3 16059.5 9640.1 4S.1 1081.9 9767.1 
NONFERP.O 21984.8 1042.4 7422.0 30449.2 20792.6 S14.1 3384.1 24690.B 
OMRRAW 45177.7 1-rl2.1 20895.6 67865.4 37325.6 1754.7 9437.3 40517.6 
Ft£LS 88401.9 22031.1 257486,9 367919.9 82249.4 743.0 7863.6 90856.0 
SlETOT 255158.3 28S92.4 328961.4 612612.1 232650.6 13571.B 61094.9 307317. 3 
snc 9 12200.9 153.9 3026.7 15381.5 9210. 7 349.1 4534.7 14094.S 
TOTT RADE 858458.1 39242.2 405736.3 1303436.6 830846.6 39002.0 321120.9 1191269.S 



t-n:-endi x TatJle 5. Share:; ofrn.:1ju:· l'<-·t:iur1:.: i:1 l·'i:11:i.;!1 :1111 :,; .. ,·:· i1:1i"·r·t:: :ir1d •.·:·'.i·•·r·l::, ]<;'•'.] 

(perc ... ·ntar: ... ·:> ~;! 1:1t 't.•:;) 

Finnish irnpo1'ts 
DMEs ::;QC:; U.Cs 

LEAntER 65.4 2.1 ?<.5 
RLl&R 94.3 5.4 0.4 
woo 81.1 10. 1 9.2 
TEXTILES 87. 6 6. 7 5. 7 
HQHISETAL 92.9 6.4 0. 7 
Sl.STOT 87.0 6.2 6. 7 
CHEKICAL 87. 1 10.9 1.4 
PlLP 94.6 2.S 2.9 
PAPER 98.6 0.2 1.2 
IRON. 81.2 10.6 2.2 
Sl.STOT 88.4 10.0 1.6 
PHAllKACE 98.5 1.2 0.4 
FUP.HITUR 85.4 12.5 2.0 
CLOTHING G3. 7 9.9 26.4 
FOOHDR 72. 7 10.5 16.8 
lNSTRlliE 9S. 7 2.1 2.2 
PASVEHlC 91.2 8.6 0.2 
tilS:;t\HE 88.2 4.9 6.9 
Sl.STOT 87.9 5.8 6.3 
BASICKET 9S.S 2.6 2.0 
PO~RCEN 82.4 11.5 0.1 
IMO.KACH 9S.7 4.0 0.3 
COKPUTIH 98.S O.S 1.0 
TV.RADIO 89.4 3.9 6. 7 
ELECTRIC 94.7 2.8 2.S 
TRAHSFOR 97.2 =!. 7 0.1 
sw.mI -- 94.8 4;-r- 1.1 
TOTAL 91.2 5.9 2.9 
ACRIClLT 59.1 2.9 38.0 
SMllWOO 14.2 83.6 2.2 
NOHFERRO 68.9 23.1 8.1 
OntERRJIW 80.8 9.8 9.3 
El£LS __ _lLl 69.2 18.5 
Sl.STOT 27.9 52.4 19.7 
SlTC 9 _ 45.1 54.9 0.1 
TOTTRADE G3.2 26.5 10.3 

ub;L> ir:rpt.·i·t:.; 
LJl·il~ ~~LX:s !Ji;~.; 

69.6 1.4 29.1 
93.1 1.0 5.9 
68.9 2.s 20.1 
77.1 1.7 21.2 
85.S 2.S 12.0 
80.S i:9--·1r.;-·· 
92.4 3.2 4.S 
92.9 1.7 5.4 
97.2 0.9 1.9 
90.1 2.9 7.0 
92.4 2. 1 4r 
94.7 0.6 4.7 
82.2 S.9 11.9 
48.6 3.0 48.4 
60.3 2.8 36.9 
91.2 o.4 e. 3 
98.5 0.7 O.B 
77.7 1.2 21.1 
81.1 1.5 17.4 
88.9 1.4 9. 7 
93.2 1.3 S.G 
96.3 1.3 2.s 
94.8 0.2 S.O 
77.5 0.3 22.2 
01.0 0.0 17.4 
96.3 0.7 3.1 
91.3 o.9 1. a 
97.5 1.6 ---~--

68.5 1.6 29. B 
64.0 M.O 26.0 
72.2 3.4 24.4 
66.6 2.6 30.8 
24.0 6.0 70.0 

---u:-7---u- -S3:1-
79. 3 1.0 19. 7 
65.9 3.0 31.1 

Fi:.!~ l ::h ,_.;.::" 11 ·t !~ ----- -- -·- ---~ --·-----·-
:·:.::·:::: :'.<":.: lJ ~:;; 
92.G '..1 6.3 
89.0 6.3 4. 7 
69.4 s.a eo.a 
69. 1 2 8. 4 2. G 
67.4 26.9 5.B 

·75~~-- T6:2" ___ - 13. 4-

Sl.9 31.9 16.2 
14.6 18.4 7.0 
64.9 22.1 13.0 
02.2 9.8 B.O -66.S·-· -21~5··- -·-12:0-
22.4 74.S 3.1 
59. 2 3S. 0 S. B 
5B.2 41.7 0.1 
e4.4 75.S 0.1 
71.3 16.S 12.2 
98.6 0.7 0.7 

_ _§_._~ -· ~~_7- .?.J_ 
56.0 41.9 2.1 
41.S 48.4 10.2 
51.2 el.4 21.3 
55.9 34.5 9.6 
93.1 13.5 3.4 
7S.~ 20.4 4.3 
43.1 45.2 11. 7 
43.2 47.5 9.3 

-so:s----39:6- -· --To.O' 
60.4 -- --2!La____ ·9:0 
33.2 Gl.2 S. 7 
79.7 0.8 19.4 
87.2 10.S 2.3 
84. 4 5. G 10. 0 

_95!.!_ ____ ~ - _____ 0.3 
7S.3 15.1 9.6 
92 ._§._ --~ 3 ___ _hL 
63.B 26.5 9.8 

--'·~~J) r.:::q '1'..!,'..l_,;;__ __ 
: ::.i~; : ',(} ::..: lJ 1 ;;:, 

75. 7 4.3 20.0 
69.B 2.4 27. 7 
B0.6 1.7 17. 7 
69.S 4.2 26.3 

_]1_,__§ ____ L__G __ 26. B 
71.2 3.0 25.B 
69.6 4.6 25.9 
93.7 3.7 12.7 
76.3 4.3 19.S 
.~.1 ___ -1 .. ~-~.i 
67.B S.4 26.9 
66.l 3.2 30. 7 
76.4 1.0 22.6 
83.1 2.9 13.9 
86.4 3.5 10.2 
71.9 1.B 26.3 
84.6 0.1 15.3 

_ 15J_ _____ l._3_ _ _D~ 
78.0 1.4 20.6 
60.S 2.4 37.2 
62.0 0.9 37.1 
57.9 4.4 37.7 
06. 4 0. 9 12 • 7 
65.8 0.6 :<.3.6 
62.S 2.1 35.3 
60.3 1.S 38.2 

- 62,1__ _____ -'....L..-~ 
67.6 2.9 29.5 
62.7 7.9 29.5 
BB.5 O.S 11.1 
94,2 2.1 13.7 
76,9 3.6 19.S 

.. ~.o..s ________ Q . .JL__a.J 
75.7 4.4 19.9 

~.1,___L~ 32.2 
69.7 3.3 27.0 

'-' 
'-' 
I 



1\ppeo::iix Table 6. Finnish inter·riation.::tl com1;,:tili ve111:::>::> ( j\l;,\ i :1dt:X) i,, 1!•'1111it'i.1,~L111··-·d t.r·:idt', 1 </;~-l'Ji; l 

Table 6 a. Trade with U<1Es and soctalist coui1L1·iL·S 

DMEs ~ :~ J(~ :_: 

1953 1960 1965 1970 1976 1981 l'Y)3 19L 1~--1 1)C'1-- 1 g7r'i )r"l71; 1 \~!IT 
lEATiiER - SG.1 -96.6 -29.6 -47.3 -61.1 -so. 7 - 99.9 -99.7 -99.9 -99.0 -9S.1 -77.2 
RllHR - 97.2 -89.4 -04.S -74.0 -75.0 -1)7.3 - 71. 7 -95.1 -59.2 -78.7 -26. 4 -61.4 
woo 91.o\ 90.6 88.4 87.S 80.6 70.S 99.9 93.3 06.6 73.6 70.2 79. B 
TEXTILES - 96.3 -80.6 -S9.6 -s0.s -60.1 ~S.4 - 9S.S -94.6 -S0.2 -39.1 -10.G - 1. 0 
NONtiETAL - 3v.6 -48.1 -28.4 -40.1 -29.0 -23.9 - 00.6 -39.6 -90.3 -4 7. 4 20.G S2.1 
Sl.ETOT - 21.6 -13.S - 4.2 -12.3 -2S.i! -27.0 42.9 -22.0 -30.S -11. 2 1s.~ 29.1 
CHEMICAL - 92.2 -88.2 -73. 7 -63.9 -S4. 7 -53.9 - 92.3 -B0.1 -60.0 -34. B -19.9 15.3 
PlLP 99.9 99.2 98.2 98.9 96.3 92.6 100.0 lilt), 0 '0 •), 0 9S.3 99.B 99.2 
PAPER 98.6 97.3 95.3 94.1 90.9 80.6 90.9 9~.6 99.6 99.0 99.9 99.9 
IRON - 96.9 -95.1 -S4.7 -44 .1 -32.9 -10.6 - 72.9 -90.3 -35.2 -99.9 -SS.G -11. 7 
Sl.ETOT U.6 34.o\ 43.4 34.9 32.4 28.9 6.7 37.9 57.5 48.9 68. :~ 69.0 
PHl'IRKACE - 98.4 -98.S -93.4 -83.8 -69.S -73.9 - 98.4 -£.c. s -82. l -67.7 - o. 4 95.3 
FURMlTUR - 2.7 50.6 - 1.8 32.4 34.2 41.3 97.6 99.S as.a 84.l 71?. 4 82. l '-" 

CLOTH INC - 99.4 -61.3 -30.3 41.0 S8.4 48.4 - 99.9 -33.7 70.S 8£,, 4 90.9 86.S 
VI 

roan.EAR 2S.S -H.S 16.2 22.7 10.4 -!13. 4 - 99.0 10.9 -50.9 73. l Bl. 3 88.3 
INSTRlliE - 91.S -92.4 -90.3 -08.3 -70.2 -67.3 - %.7 -04.4 3.6 -74.S 4.6 31. 4 
PAS'.{HlC -100.0 -99.9 -99.9 -as. 1 -49.9 ~9.0 -100.0 -99. 4 -99.7 -74.7 -95.9 ·97. 4 
KISCH!IF - 21.8 -6S.9 -ss.o -31.4 -21.3 -21.0 - 91.6 -60.5 - s.0 lS.1 48.7 70.1 
SlBTOT - 79.3 -83.9 -79.0 -32.1 -17. 7 -25.3 - 96.B ··69.2 - S.4 S9.l 50.l 75.4 
BASICKET - 78.6 -86.0 -78.0 -45.l -51.3 -42.2 50.2 73.2 40.4 70.S 72.9 09.G 
POIERCEN - 13.0 4.0 2.2 -79.0 -76.4 -67. 0 - 13.0 4.8 i!.2 -48.7 -74.1 -45.0 
INO.tiACH - 94.9 -87.2 -81.S -5S.4 -47.6 -43.6 80.6 64.9 G2.4 67.7 7S.B 70.9 
COHPUTlN - 13.0 4.8 2.2 -93.2 -90.8 -tlS. 0 - 13.0 4.8 2.2 -71.2 13.1 42.4 
TV.RADIO - 13.0 4.B 2.2 -27.9 -27.2 -26.9 - 13.0 4.8 2.1! 31.S 10.9 S6.9 
ELECTRIC - 94.6 -92.0 -80.6 -66.9 -6S.7 -SB.9 4S.4 Sl.6 63.1 69.3 70.2 80.2 
lRANSPOR - 24,Q -".'6.8 -74.7 -54.0 -S0.2 -u.s as. 1 94.0 82. 4 ea.a 93.3 BB.6 
SlBTOT - 93.6 -BS.3 -79.8 -S6.3 -S2. 7 -47.3 79.4 83.7 70.9 74. 7 70.9 73.2 
TOTAL - 18.S -19.1 -15.2 -11. 7 -16.3 -17.7 37.8 48.2 56.1 56.4 65.4 69.9 

1:0te: Tht: RCA index is derived accoruing to the 1'urim1lae pr'0St!llt.L·d in pages 126-1~'7. 



Table 6 b. TI·ade with LOCs and total tradu 

LOCs 'I'otal 

1953 19GO 1965 1970 1976 1981 19!)) 19(,r1 1. cif:rl 1970 1.97(, 1 C)~·1 

LEATHER -100.0 -100.0 - 98.4 -100.0 - 99.1 -91.1 - 80.0 -97.1 -37.0 -S2.1 -64.4 -62.0 
Rll!BER - 99.6 -100.0 - 52.3 - 69.4 - 64.4 44. 3 - 97.6 -91.5 -83.B -74.1 -73.9 -65.7 
lillOD 100.0 96.0 97.8 83.5 88.5 9f!. 3 96.1 90.9 88.6 86.B 91.3 Bl. 4 
TEXTILES - 98.8 - 83.2 - 81.3 - 66.2 - 84.3 -78.3 - 96.2 -81.2 -59. 7 -S7.9 -57.4 -S8.3 
NONtiETAL 99.7 83.1 79.3 83.1 80.4 71.3 - 35.5 -46.3 -30.0 -39.0 -22.1 -16.2 
SLeTOT - 22.0 - 12.8 14.9 17.8 10.3 14. 4 - 2.0 -13.9 - 5.0 -11.6 -20.6 -19.B 
CHEMICAL - 99.9 - 32.l - 11.8 66.0 87.l 71.l - 92. 7 -86.1 -71.2 -57.3 -46.9 -34.2 
Pll.P 100.0 100.0 100.0 100.0 98.9 97.6 99.9 99. 4 98.6 98.4 97.1 94.1 
PAPER 100.0 100.0 100.0 100.0 99. 7 99.3 99.0 99.1 96.5 95.5 93.4 92.4 
IRON - S93~ 100.0 ioo.o 7317 93.9 53.7 - 91.9 -87.5 -47.9 -49.2 -35.0 - 8.1 
SLeTOT 82.8 97.1 9f! .6 96.6 97.8 90.1 40.9 41.1 47.6 40.6 41. 7 42.2 
PKARKACE -100.0 - 47.4 27.7 88.9 78.2 69.0 - 99. 4 -97. 7 -92.9 -B0.4 -65.0 -24.1 
FURHITUR 100.0 S0.3 49.S 56.6 95.7 82. 7 48.S 82. 7 25.3 43.3 45.5 56.0 -ClOTHINC -10{1,~ - 88.8 - 99.4 - 97.1 - 97.5 -97.0 - 99.6 -S4.6 - 5.6 43.3 57.6 51.9 0' 

FOOT~AR - 13.0 -100.0 -100.0 - 95.6 - 96.9 -96.9 - 42.S - 9.S 10. :~ 22.7 36.1 3S.3 
lNSTRlH 96.4 90.6 40.S 49.2 61.4 12. 4 - 90.9 -91. 4 -82.S -es." -70.9 -SB.a 
PA3\.'EH!C - 13.0 4.8 100.{I 100.0 100.0 -23.9 -100.0 -99.7 -99.9 -BS.2 -5'1.3 -71.0 
tiISCHNF' 89.2 33.4 - 63.8 - 77. 7 - 22.7 -47. 4 - 30.B -62. =~ -50.9 -30s0 -14.1 - a.a 
SlllTOT 10.7 10.8 - 56.7 - 53.3 - 29.9 -50.5 - 84. 9 -79.6 -71. 7 -26. 4 - 9.9 - 5.9 
SASICtiET 98.8 98.5 35.9 68.S 85.3 66.0 - 20.o\ -42 .1 -58.9 -30.2 -22.5 - 7.3 
PO~RCEH - 13.0 '1.B 2.2 100.0 9'1.3 97.4 - 13.0 4.8 2.2 -75.8 -7'1.B -52. 4 
IHD.KllCH - 24.3 99.9 97.9 99.1 99.9 90.9 - 42.4 -68.S -58.7 -:-19.4 -17.0 -21. 7 
COH?UTIH - 13.0 4.9 2.2 -100.0 - 84. 7 -52.6 - 13.0 4.0 2.2 -93.1 -89.6 -82.S 
TV.RADIO - 13.0 4.8 2.2 37.6 54.3 -38.0 - 13.0 4.8 2.2 -24.5 -22.6 -19.6 
ELECTRIC 100.0 98.8 95.4 82.9 52.4 43.6 - 69.0 -72. 7 -62.B -51. B -50.2 -29. 7 
TMNSPOR 100.0 99.9 98.6 100.0 99.S 98.2 - S.5 3.7 - 6.9 -11.4 1. 0 - 7.6 
SlllTQT 97.0 99. 7 93.1 96. 7 91.0 71.9 - 28.1 -42.0 -47.1 -34.0 -22.3 -22.0 
TOTAL 66.9 89.3 85.4 91.9 70.S se.o o.o o.o - o.o - o.o o.o - o.o 



3 .l 7 

A;.;:~:--c.:..x ':a::~ 7. =-~;'::::::-:.e:""".: a:-!! -:~C:...tc::cn ::l Ti.C:""~u:ac~:.;r~d sec~ors 
.. _ ?:.:---.:.~~, :.9~:, lJT:: a. ..... d ::G:. Cr.til. ~.k) 

!...£A~£R 

R~R 

~co 

T£XT!!..::S 
NCNl'!::TA!.. 
StSTOT 
CH::~!CAL 

?lL~ 

F'Af'::R 
!RCcl 
SWTCT 
P~AR.~AC:: 

!="UP}f!TUR 
CLC T!-! !~IC 
!="CCT~~R 

!NSTR~:: 

StST'.!T 
SAS!C~::: 

!NI! .~AC~ 

CCKPUT!N 
TV.RA!l!C 
E!...E':TR!C 
~RA~ISP~R 

StSTCT 
TOTAL 
SAtfHJ!:!l!l 
~CNFE:RRC 

!='l.E!..S 
GRANCTCT 

::~?!975 E~F·!98! 

3484 3HO 2755 
47!4 5053 4623 

~42!4 2!357 22757 
2987! 250!5 22!99 
20!.59 2545 2!ZH 
82452 77!2.! ?3788 
20434 24895 ?52?9 
1629".' !.5292 !.4504 
29751 35123 35582 
!0342 !.5629 !.4824 
758!.4 91930 91.239 
3730 4890 561! 

!.0385 !2!1J9 !3445 
3!.549 34527 33!!9 

7587 5483 8!8! 
2:53 33!5 4507 

32509 3S894 4!?45 
98!24 97823 !05609 
24923 30255 3!.583 
52897 610!5 S::.-S!.9 

901 ~47 2734 
52?5 1~6 91!.S 
152~8 20099 2!990 
32!2_1 --"""'.:'"":9-=!.=55=----4"--06~7.;;....8 
!~~!8 !52437 159~!9 

379808 4293!! 441355 
2"624 !.B3GO 222!4 

4151 5222 515 7 
22?5 3420 36...16 

4 75859 4563!3 478372 

~OP!.970 GCP!.975 G~P!98! 

!Z5.S 299.3 454.9 
191.4 402.3 762.7 
899.3 20!5.5 4245.9 

1350.5 2754.B 3893.8 
875.4 2567.5 4854.! 

_3_4_5_1_-5 ___ 8_0_4_0_.5 ____ !4-22!.4 

1669.9 4905.2 !!070.3 
270!.9 5495.5 !0599.3 
3293.4 8725.1 188!!.4 
1181.B 335!.3 7113.5 
8847.0 22459.1 47694.5 
280.5 754.8 1857. 1 

~.5 1010.2 2075.4 
905.3 2350.2 4290.2 
2!4.7 507.9 !295.8 

80.2 290.2 83?.9 
!~S7.9 4!94.5 9!~8.6 

3!91.3 9!!7.9 !9507.3 
!207.4 3308.~ 53'22.5 
225!.! 569!.8 !3037.3. 

~!..! 75.0 536.5 
2!5.? !330.3 1725.9 
818.l 1927.0 4282.!. 

1503.? 5774.1 82!.5.S -----------50!8. ! !9!06.2 34!ZO. 9 
2!.507.3 58733.8 1!5544:2 

1381.S 29!.2.2 529!.5 
1349.S 17!9.2 3470.2 

895.9 5099.3 !442!.7 
25!25.0 68454.5 !397!7.S 

Sot::'ce: Of~:c:al I;.dustria: Stat:stics of ?inlar.d, 
1970, :.975 ar.d lS-81. 
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Appendix Table 8. Finnish !llinufactw'ed expot·L3 tu ut..qiut lly nB.jor 1·~i_:ions, }9/u, 19'/b <illl 1 ]•)81 
(percentage share) 

OMEs SOC::; I DC::i Total 

1976 1981 1910 
, 

i981 197fl i97C 1981 1970 1976 19A1 1970 197b 
LEATHER 14.0 15.8 20.9 0.0 0.0 0.3 0.0 o.o 1.4 14.0 15.8 22.6 
Rtl&:R 10.1 9.2 15.3 0.1 1.1 1.1 o.o o.o O.B 10.3 10.4 17.2 
woo S3.7 3S.~ 32.9 1.B 3.0 '4.6 2.1 4.9 9.9 57.7 43.'4 "'1. 4 
TEXTILES 11. 7 11.S 1:•.?. 0.7 2.1 5.4 0.1 0.2 0.5 12.5 13.9 19.l 
NONMETAL S.8 6.3 8.8 0.3 1.1 3.S 0.2 0.4 0.7 6.3 7.8 13.0 
fil::ITOT 21.1 15.9 17.9 0.8 1.9 ".1 0.1 1.4 3.4 22.6 19.2 25.S 
CHEKICAL 10.'4 11.9 13.2 2.2 2.3 B.1 1.5 1.0 4.! 14.1 16.0 25.5 
Pll.P 36. 1 2!.5 24.8 6.S 6.6 6.1 1.9 0.6 2.3 ~5.1 28.7 33.3 
PMPER 58.4 so.s 45.6 12.6 14.0 15.S B.9 6.2 9.1 79,9 70.7 70.3 
IRO~ 2S.9 18.1 24.7 o.o 1.4 2.9 0.8 0.1 2.4 2ti.6 19.6 30,0 
SLeTilT 33.4 30.2 30.3 7.1 1.1 9.8 4.3 3.0 5.4 49.7 40.9 45.6 
PHAR!lACE 6.S 11.6 8.2 0.3 .1...2 27.4 1.4 1.2 1.1 8.2 13.9 36.8 "" ru1umuR 15.8 15.S 19.9 S.9 6.2 .;..1..8 0.2 1.3 2.0 21.9 23.0 33.7 

.__ 
(Xl 

C'1.0™INC 36.'4 44.1 45.3 6.6 11.4 32.4 o.o o.o 0.1 43.1 55.5 77.9 
r~onuR 25.0 17.3 14.8 4.S 22.5 45.9 o.o o.o 0.1 29.S 39.9 60.e 
INSTRl!-iE l.5.2 30.S 37.0 0.7 6.3 e.5 3.8 7.1 6.4 19. 7 43.9 51.9 
t.IstKNf 11.0 11.3 1'!.5 1.2 2.6 5.B 0.1 0.4 o.s 12.3 14.3 18.8 
S'..BTOT 19.4 ~1.2 21.3 3.4 6.4 17.1 0.3 0.1 0.9 23.1 28.2 39.3 
BASICKET 9.0 7.5 10.0 3 •. , 6.5 11. 7 0.5 1.6 2.4 13.2 15.6 24 • .l 
IND.KACH 17.4 18.6 23.4 8.5 17.S 14.1 1.1 2.5 4.6 26.9 38.6 42.2 
COt\PUTUI 22.3 28.3 20.e 0.3 4.1 3.'4 0.0 0.'4 o.e 22.6 32.B 25.0 
TV.RADIO U.9 27. 7 ~.8 

"'· 4 
2.3 9.9 0.2 2.2 2.1 46.5 32.2 48.8 

ELECTRIC 13.4 14.6 14.9 ?.1 8.5 15.6 1.4 1.0 4.0 21. a 2,.1 34.S 
TRJ\HSPCR 18.5 16.3 24.S 21.0 23.6 22.7 7.6 4.2 4.5 47.0 "'~ .1 51.7 
SLATOT 1E.3 16.a 20.e_ 10.3 15.4 15.6 2.6 2.7 3.9 29.2 34.3 ~ 
TOTAL 26.6 22.3 24.4 6.4 9.2 12.0 2.6 2.3 4.0 3S.7 33.B 40.5 
SA~.ilOO 70.2 57.4 59.8 0.2 0.1 0.6 2.S 7.1 14.6 72.9 64.6 7S.O 
MOMFERRD 20.6 41.1 '45. 7 0.6 5.6 5.S 0.6 o.a 1.2 21.B n.5 52.4 
FlELS 9.0 7.3 16.8 0.0 0.3 o.e 0.0 0.0 0.1 9.0 7.6 17.6 
'l'OTTRAOE 16.8 14.8 18.1 3.4 S.1 7.5 1.4 1.4 2.8 21.6 21.3 ?.8.4 



Arpendix Ta')le 9a. Direct emr.-loyrnent c---ntent -.f ;;·inni:·l: r:r1nuf:1, .. tured Lr'.1d~ '-liL~-, ;r.:1.iT r·r-.v.i'r,:~ 
by branches, 1931 

DME trade 
i-mports exports r1et 

effect 

LEATHER 1449 
Rllll:R 3163 
*!CD 744 
TEXTILES 11681 
NONKETAL Z723 
SlBTOT 19700 
CHEKICAL 9543 
PlLP 116 
PAP'ER 820 
IROI~ 3U6 
SISTOT 131195 
P'kARMACE 2601 
FURWITUR 882 
CLOlliINC 4173 
FOO HEAR 1357 
INSTRll\E 7166 
KISCKNF 6191 
SlBTOT 22370 
BAS1Cl1ET 630S 
IND.KACH 33103 
COtiPUTlH S970 
TV.RADIO 4567 
ELECTRIC 10482 
TRANSf'OR 23583 
SlSTOT 84010 
TOTAL !40035 
SA~lllOO 306 
NONFERRO 1134 
Fl£LS sea 

S78 - 871 
739 - 2424 

7481 6737 
2925 - 87SS 
1859 - &b4 

13583 - 6177 
3467 - 6076 
3597 3480 

16277 :.S4S7 
3661 24S 

27002 13107 
462 - 2139 

2681 1799 
1S009 10835 
1213 - 144 
1669 - 5497 
5216 - 97S 

2S2SO 3880 
3167 - 3138 

14893 -18210 
S68 - S40l:! 

3350 - 1217 
3270 - 7212 
9968 -13616 

35216 -48794 
102051 -37984 

13288 12982 
2361 1227 
612 24 

sue: trade L;,.~ tr'arl':! 
ir.1port.~ exp·-wt.·~ n•:t :rw:rt.:: ·~~:; .. ;rt;~ nr·t 

.,.f f't:'.d~ >-'Tc!Cl 

47 7 - 40 
180 S2 - 128 
98 10S4 95€. 

896 1202 306 
188 742 SSS 

1409 305·7 1648 
1184 213S 950 

3 887 884 
2 SS3S SS33 

416 434 19 
160S ----e99l -----7396 

31 1539 1S08 
130 1586 14S7 
650 10744 10094 
1% 37S8 3562 
1S7 385 229 
347 240S 2050 ---

1S11 20417 1~06 
170 369€. 3S26 

215S 8978 6923 
30 92 63 

?.01 905 704 
313 

1140 
4009 
8534 
1804 
380 

3:!86 

3433 
9252 

26:-66 
58821 

S03 
59 
48 

3120 
8112 

22347 
50287 

- 1301 
- 321 
- 3238 

720 39 - 680 
H! :39 27 
75 2243 2167 

:;;a 109 - 649 
22 !59 137 

1sae --- Ts89 - -1002 
1so 1oao 930 

" 339 ~ 
10 :-4262 32S2 

-~- -- 35 7 _____ ___£2!__ 
2Sl 5038 4789 

10 64 SS 
21 263 242 

1728 :~1 -1697 
314 6 - 300 
168 287 119 
482 211 - 272 

2723 862 -1861 
130 776 646 
!01 2947 2046 
61 23 - 38 

340 190 - 150 
276 897 611 
~0 ___ 1011 1784 

936 6634 S699 
5498 

47 
133 
877 

1Sl23 
3240 

b3 
2 

9629 
3192 

- 10 
- B7S 

total tr:1de 
im1 ·~·rt:; e>:virt.:; rwt. 

I .•:-f'i;_'(~ t 

2215 624 - 1592 
3355 830 - 2526 
910 10777 9860 

13:r...6 4238 - 9097 
293'J 2 760 - 1 72 

227S6 19229 - 3S2i 
10877 6681 - 4196 

123 4823 4700 
831 2S074 2~243 

3918 4453 535 
1S749 41031 25282 
2641 206S - S76 
1032 4S31 3499 
6551 2S784 19233 
1866 4976 3110 
7491 2341 - 5150 
7020 7832 011 

26601 47529 20927 
6G05 7639 1034 

35360 26818 - 8S42 
6060 683 - 5377 
5108 4445 - 663 

11071 7591 - 3481 
247S1 210:~ - 3720 
98955 68208 -20749 

1540G1 175997 21931 
21S7 17031 14073 
1647 2463 ~6 

47S1 662 - 4089 

Note: The direct employrrent content figw•es ar0 Llt;1·iveJ according to lhe fonnulae 
presented in page 172. 

'-' ...... 
~ 



A;;;-enji~' 7ablt~ 9b. Dirt:2t f.·m;·l::-~'Y~··=~~. ,: !~~~·-~r1',. :"' :- in?~: ..... :. ;;1-1r.·.~!"':·1-.··,,_·.~1r···.1 ~·: ... -t !·· ·.·.'. • '. 
. . 

:~, ··~ ' ! ' ! ' . I.. . ,. 

bv t!-- .. Jn•~~:t~~-;, 1981 '.: .. , .. "·::L ,f t, \t ··, L •.·rn; l ,::~··nt ) 

D~1E trade ~n.: t r~aJt· ~.i.H~ tr·~.-Jc ' t .. 1: • r-.;·1·!'· 

imports exports net import.:~ ex;',-,rt.:· n~:~ :mr. ·):·t:· •·:-:;·rt:'. nr:·t : ;:i;- ,· rt.:· , ·:·:; .---,r·t :" r;· ·t 

effect •' !' f P.C t F; cri::·~t , '. rr·, ., ·t. 

LEA MR 52.4 20.9 - 31.S 1.7 0.3 - 1.4 26.0 1. 4 -24.6 80.1 22.6 - S7.6 

RllHR 65.6 15.3 - S0.3 3.7 1.1 - 2. 7 0.2 0.8 0.6 69.6 17.2 - 52.4 

woo 3.3 32.9 29.6 0.4 4.6 4.2 0.3 9.9 9.S 4.0 47. 4 43.3 

l[XTILES 52.6 13.2 - 39.4 4.0 S.4 1.4 3.4 o.s - 2.9 60.1 19.1 - u.o 
NONMETAL 12.8 8.8 - 4.1 0.9 3.S 2.6 0.1 0.7 0.6 13.B !.3.0 - O.B 

Sl.BTtlT 26.8 18.4 - 8.4 1.9 4.1 2.2 2.2 3.5 1.4 30.8 26.1 - 4.8 

CHEMICAL 36.4 13.2 - 23.2 4.5 8.1 3.6 0.6 4.1 3.5 41.5 25.5 - 16.0 

PlLP 0.8 24.8 24.0 0.0 6.1 6.1 0.0 2.3 2.3 O.B 3'3.~ 32.4 

PAPER 2.3 45.6 43.3 o.o 15.S 15.S o.o 9.1 9.1 2.3 70.3 67.9 

IRON 23.0 24.7 1.7 2.8 2.9 0.1 0.6 2.4 1.8 26.4 30.0 3.£. 

SlETIIT 15.2 29.6 14.4 1.8 9.9 8.1 0.3 s.s S.2 17.3 4S.O 27.7 

PHARMA CE 46.3 8.2 - 38.1 o.s 27.4 26.9 0.2 1.1 1.0 47.1 36.B - 10.3 <.,.; 

f\IRNITUR 6.6 19.9 13.4 1.0 11.8 10.0 0.2 2.0 1.8 7.7 33. 7 26.0 ~-

CLOTHING 12.6 45.3 32. 7 2.0 32.4 30.5 S.2 0.1 - s.1 19.8 17.9 58.1 
0 

roonEAP. 16.6 14.8 - 1.8 2.4 45.9 43.5 3.8 0.1 - 3.8 22.8 60.8 38.0 

lHSTRln 159.0 37.0 -122.0 3.5 8.S 5.1 3.7 6.4 2.6 166.2 51.9 -114.3 

MlSCKNf 14.8 12.s - 2.3 0.8 S.8 4.9 1.2 0.5 - 0.7 16.B 18.8 1.9 

Sl.BTOT 21.0 24.6 3.6 1.4 19.2 17.7 2.6 0.8 - 1.7 25.0 44.6 19.6 

BASICMET 19.9 10.0 - 9.9 o.s 11. 7 11.1 0.4 2.4 2.0 20.B 24.1 3.3 

IMO.KACH 52.1 23.4 - 28.7 3.4 14.1 10.7 0.2 4.6 4.S SS.7 42.2 - 13.4 

COl'!PUTIH 218.4 20.8 -197.6 1.1 3.4 2.3 2.2 0.8 - 1.~ 221.7 25.C -196. 7 

TV.i\ADIG 50.1 36.8 - l.3.3 2.2 9.9 7.7 3.7 2.1 - 1.G SG.O 48.B - 7.3 

ELECTRIC 41.1 14.9 - 32.8 1.4 15.S 14.2 1.3 4.0 2.8 50.3 34.S - 15,8 

TRANSPOR sa.o 24.5 - 33.5 2.8 22.7 19.9 0.1 ... s 4.4 60.B 51.7 - 9.1 

SlETIIT 49.S 20.7 - 28.7 2.4 15.S 13.2 0.6 3.9 3.4 52.4 40.2 - 12.2 

TtlTAl. 31. 7 23.1 - 8.6 1.9 13.3 11.4 1.2 3.4 2.2 34.9 39.9 s.o 
Sl\~"300 1.4 S9.B 58.4 B.1 2.3 - S.9 0.2 14.6 14.4 9.7 7G.7 G7.0 

NOHf'ERRO 21.9 45.7 23.7 7.4 1.1 - 6.2 2.6 1.2 - 1.4 31.9 40.1 1Ei. 2 

fl£LS 16.2 16.8 0.1 90.4 1.3 -89.1 24.1 0.1 -24.1 130. 7 18.2 -1!2.S 



Awerrlix Ten leadin:J exporters of forest products by sectors, 1961, 1971 and 1981 

Table 10. (per cent share of world total) 

Roundwood Sawn wocd Wooj-based panels Wood rulp Paper and paperlxiard 

1961 
Finland 13.0 canada 22.4 Japan 14.4 Sweden 27.6 Canada 36.6 

Philippines 12.5 USSR 13 .1 Finland 13 ,8 Canada 27.6 Finland 11.7 

USSR 11.2 SWede 12.3 Sweden 9.5 Finland 14.9 Sweden 11.5 

USA 7.7 Finland 12.2 F:r:-ance 8.8 USA 13.2 USA 10.2 

Malaysia 5.6 Austria 7.8 Canada 8.5 Norway 6.1 Norway 4.4 

canada 5.5 USA 5.2 West Germany 6.6 USSR 2.4 United Kingdom 3.4 

France 5.4 Romania 3.8 Bdgium 3.5 Austria 2.0 Au.stria 2.8 

Ivory Coast 4.3 Brazil 2.9 USSR 3.5 West Germany 1.1 West Germany 2.7 

Gabon 4.0 France 2.8 Italy 2.7 South Africa 1.1 Netherlands 2.5 

Ghana 3.6 Yll'.]Oslav.:.a 2.0 Philippines 2.7 France 0,7 Jar.-an 2.4 

1971 
USA 17.9 Canada 28.0 South Korea 10.9 Canada 33.3 Canarla 26.S '-' 

USSR 14.7 Sweden 13 .3 !·'inland 10 .2 Sweden 23.5 Finland }) .2 ~-

Phi 1 i ppi nes 11. i USSR 12.2 Taiwan 7.4 USA 15.2 USA 12.4 

Malaysia 11.2 Finland 8.0 Japan 6.9 ~'inland 9.8 Sweden 12.0 

Indonesia 8.5 USA 5.7 Canada 6.0 Norway 3.9 West Germany '). 3 

Ivory Coast 4.9 Austria 5.7 West Germany 5.9 USSR 3.0 Norway 3 .B 

Canada 3.2 Romania 3.8 France 4.9 Portugal 2.0 France l.4 

Sweden 3.0 Brazil 2.9 Belgium 4.8 South Africa 1. 7 Uni t E.<l K i ncylom 3.2 

France 2.8 Malaysia 2.2 Italy 4.2 Austria 0.9 Austria 2.8 
New Zealand 1.8 Yugoslavia 1.8 USSk 4.2 France 0.8 Belgium 2.7 

1981 
USA 23.0 Canada 25.0 South Korea 8.2 Canada 34.5 Canada 21.2 

Malaysia 15.7 Sweden 10.1 Taiwan 8.0 USA 17.9 !-'inland 13 .3 

USSR 11.9 USSR 9.3 Finland 7.9 SWeden 14.5 Sweden 12.9 

Indonesia 10.3 USA 9.1 USA 7.2 Finland 8.9 USA 10.0 

Ivory Coast 3.4 Finland 9.0 West Germany 6.2 Brazil 4.0 West Germar1y I ,3 

Australia 2.8 Austria 6.0 Belgium 6.2 USSK 3.4 United I\ inqd(Jm 3.6 

France 2.7 Malaysia 4.6 France 5.0 Norway 2.6 Japan 3.5 

Finland 2.6 Romania 2.3 Sinqar-ore 4.4 Portugal 2.2 Netherlands 3.5 

West Germany 2.5 Brazil 2.1 USSR 4.1 Chile 2.0 France 3. l 

Philippines 2.3 Indonesia 1.9 Canada 4.0 New Zealand 1.5 Austria 2.9 

Source: Fr\O, Yearoook of Forest f'r,xlucts 1')72 ,111d l<J70 - Hl. 
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Apperdix Table i:. World production. consunption and trade balance of forest 

products by regions. 1961. 1971 and 1981 

Roundw..'Ocrl (mi ll1.0n m3 J 
Production consumpti.on Trade balance 

1961 1971 1981 1961 1971 1981 1961 1971 1981 
~Es 

Finland 50.7 42.9 43.9 45.l 45.4 45.3 5.6 -2.5 -1.4 
Western Europe 197 .2 217.3 206.0 211.0 230 .4 222.9 -13.8 -13 .1 -16.9 
North America 383.3 455.9 548.0 382 _.; 4.;3_7 530 .4 0.9 12.2 17.6 
Other DMEs 90.0 86.6 77 .0 99.2 127 .6 112 .1 -9.2 -41.0 -35 .l 

sub total 721.2 802.7 874 .9 737 -7 84 7 .l 910.7 -16.5 -44 .4 -35 .8 

Socialist countries 
t;SSR 351.0 384. 7 356.6 345.7 369.7 341.5 5.3 15.0 15.1 
Eastern Europ::> 67 .4 77.1 83.0 68.0 77.8 80.3 -0.6 -0.7 2.7 

sub total 418 .4 461.8 439.6 413 .7 44 7 .5 421.8 4.7 14.3 17 .8 

LDCs 
Africa 209.9 295.l 392.l 205.3 288.5 387 .l 4.6 6.6 5.0 
Latin America 222.0 279.l 390.0 221.7 278.7 389.6 0.3 0.4 0.4 
Near East 37.7 75 .9 81.3 38.l 76.3 82 .0 -0.4 -0.4 -G.7 
Far East 440.1 758 .6 :165 .1 433.8 734.8 950.7 6.3 23.8 l<'! • 4 

sub total 909.7 1408.7 1828.5 898.9 1378.3 1809.4 10.8 30 .4 19.l 

World 2049.3 2673.3 3142.9 2050.1 2672.9 3142.0 

Sawn wood (mi.lli.on m3 l 
Production Comsumpti.on Trade balance 

1961 1971 1981 1961 1971 1981 1961 1971 1981 
~Es 

Fi.nland 8.1 7.5 8.3 2.9 2.7 2.9 5.2 .; .8 5 .4 

Western Europe 43.2 55.8 54.9 55.l 69.6 68.0 -11.9 -13 .8 -13 .l 
North America 94.8 117 .9 109.3 91.5 113 .6 100.3 3.3 4.3 9.0 
Other DMEs 33.7 48.9 44.6 35.5 52.2 49.l -1.8 -3.3 -4.5 

sub total 179.8 230.l 217 .l 185.0 238.l 220.3 -5.2 -8.0 -3.2 

Soci.al1st countri.es 
USSR 104 .3 123.2 98.3 99.4 115.5 91. 7 4.9 7.7 6.6 
Eastern Europe 20.6 21.8 21.3 19.8 21.3 20.9 0.8 0.5 0.4 

sub total 124.9 145.0 119.6 119.2 136.8 112 .6 5.7 8.2 7.0 

LDCs 
AfrlC.:\ 2.1 4.0 6.4 2.1 4.2 6.7 0.0 -0.2 -0.3 
Latin Atreri.ca 12.4 16.3 25.4 12.2 15.9 26.2 0.2 0.4 -0.8 
Near East 1.1 2.9 4.2 2.1 4.2 8 .4 -LO -1.3 -4.2 
Far East 21.0 32.1 46.5 20.l 29.9 42.5 0.9 2.2 4.0 

sub total 36 .6 55.3 82.5 36.5 54.2 83.8 0.1 1.1 -1.3 

World 34l .3 430.5 419. - 340.7 429.l 416.8 
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W:iod-based ~anels (million m> ) 
Product10n Constinption Trade balance 

1961 1971 1981 1961 1971 1981 1961 1971 1981 
rnEs 
Fm land l.O 1.5 1.6 0.3 0.6 0.6 0.7 LO 1.0 
Western Europe 6.8 17.9 24.3 7.3 19.6 27.4 -0.5 -1.7 -3.l 
'.'Iorth America 15.7 31.1 29.8 16.3 33.6 30. 7 -0.6 -2.5 -0.9 
Other DMEs 2.4 9.9 10.8 2.0 9.3 10.9 0.4 0.6 -0.l 

sub total 25.9 60.5 66.5 25.9 63.l 69.6 0.0 -2.6 -3.l 

Soc:1alist countries 
USSR 2 .4 6.3 10.5 2.4 5.9 9.€ 0.0 0 .4 0.9 
Eastern Europe 1. 7 4.2 6 .4 1.6 4.2 6.7 0.1 0.0 -0.3 

sub total 4.1 10.5 16.9 4.0 10.l 16.3 0.1 0 .4 0.6 

LOCs 
Afr1ca 0 .2 0.6 0.9 0.1 0.5 LO 0.1 0.1 -0.1 
Lat1n .l\rtterica 0 .6 1.9 7.4 0.6 1.9 7.3 0.0 0.0 0.1 
Near East 0.1 0.3 0.7 0.2 0.4 1.8 -0.l -0.1 -l.l 
Far East 0 _,; 4.3 8.1 0.5 1.7 4.8 0.1 2.6 3.3 

sub total 1.5 7.1 17 .1 1.4 4.5 14.9 0.1 2.6 2.2 

World 31.5 78 .1 100 .5 31.4 77.7 J7.4 

Wood QulQ (million tons) 
Product1on Consumption Trade balance 

1961 1971 1981 1961 1971 1981 1961 1971 1981 
°'1Es 
Finl..md 4.3 6.0 7.3 2.7 4.5 5.6 1.6 1.5 l. 7 
Western Europe 11.9 17 .8 19.7 13 .8 20.8 24.8 -1.9 -3.0 -5.1 
North America 34.6 53.9 66.l 33.2 50.0 59.8 1.4 3.9 6.3 
Other DMEs 5.0 10.8 10.8 5.2 11.4 11.6 -0.2 -0.6 -0.8 

sub total 55.8 88.5 103.9 54.9 86.7 101.8 0.9 1.8 2.1 
Socialist countr1es 
USSR 3 .4 7.1 8.8 3.2 6.9 8.3 0.2 0.2 0.5 
Eastern Europe 2.0 2.8 3.2 2.3 3 .4 4.1 -0.3 -0.6 -0.9 

sub total 5 .4 9.9 12.0 5.5 10.3 12.4 -o.: -0.4 -0.4 

LOCs 
Afn.ca 0.0 0.2 0.7 0.0 0.1 0.5 0.0 0.1 0.2 
Latin America 0.7 1.8 5.0 1.2 2.3 4.3 -0.5 -0.5 0.7 
Near East 0.0 0.2 0.3 0.0 0.3 0.4 0.0 -0.1 -0.1 
Far East 0.8 1.6 3.2 1.1 2.2 4.4 -0.3 -0.6 -1.2 

sub total 1.5 3.8 9.2 2.3 4.9 9.6 -0.8 -1.1 -0.4 

World 62.8 102.1 125.3 62.8 101.8 124.2 
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Pap.::r and paperooard {rrullion tens) 
Production Consumption Trade balance 

1961 1971 1981 J.961 1971 1981 1961 1971 1981 
l1-!E..:i 
frnl--ti1d 2 .4 4 .4 6.1 o.~ 0 .8 1.3 2.0 3.6 ·LS 
lies tern ::urope 18.7 30 .l 38.6 19.9 33 .2 40.5 -1.2 -~.l -1.9 
t~orth America 38. 7 58.3 72 .8 37 .1 54 .6 67 .3 1.6 3.7 5.5 
Other DMEs 6.3 15.2 21.3 6.7 15 .5 21.4 -0.4 -0.3 -0.l 

sub total 66.1 108 .0 138.8 64.l 104.1 130.5 2.0 3.9 8.3 

Socialist countries 
CSSR 3.4 7.0 8.7 3.5 6.8 8.5 -0.l 0.2 0.2 
Eastern Europe 2.6 4.1 5.3 2.6 ·L6 5.7 0.0 -0.5 -0...t 

sub total 6.0 11.l 14.0 6.1 11.4 14.2 -0.1 -0.3 -0.2 

l.DC.5 
:\frica 0.1 0.2 0.3 0.3 0.7 0.9 -0.2 -0.5 -0.6 
r...atin America 1.8 4 .1 7.3 2.7 5.7 9.2 -0.9 -1.6 -1.9 
Near East 0.1 0 .·1 0.7 0.4 1.0 1.8 -0.3 -0.6 -1.1 
far East 3.3 6.2 13. 7 3 .9 7 .6 

.. 
. 2 -0.6 -1.4 -2.5 . 

sub total 5.3 10.9 22.0 7.3 15 .0 28.l -2.0 -4.l -6.1 

;.;orld 77.5 129.9 174.9 77.5 130 .3 172. 7 

Note: .J..pparent consumption stands for the value of gross production plus import 
minus export. Net lmp:,rt is indicated by (-) and net export by (+). 

Source: f:\O, 'iearocok of forest products 19/2 and 1970-1981. 




