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A SURVEY OF FINLAND'S FOREIGN TRADE PERFORMANCE:

EXPORT MARKET SHARES 1960 - 1975

by Susan Hickok

INTRODUCTION

General Framework

Presented here is a survey of Finland's export market shares
development from 1960 until 1975. It's purpose is to serve
as part of a broader analysis of Finland's export competitive-

ness.?t ?

Specifically, here Finland's foreign trade performance is
anélysed in terms of the changes in its yearly export market
shares. The development of these shares and some suggestions

as to the factors affecting Finland's competitiveness are
given. However, conclusions about which factors determine any
specific change in competitiveness (such as relative production
costs or changes in production capacity) must be approached

very cautiously as many factors are always in action at any

given time.

The time period under consideration for this survey is from
1960 until 1975. 1960 serves as the starting date because this
year marked the confirmation of broad trade liberalisation in

1. Mr. Tapio Peura of the Economics Department of the Suomen-
Pankki (Bank of Finland) has undertaken this broader analysis
in a three-part study investigating Finland's comparative
production costs, foreign trade performance and corporate
financial position developments. The survey here serves the
second part of Mr. Peura's investigation. This survey, itself,
was completed during an AIESEC traineeship in the economics
department of the Bank of Finland. The work was conducted under
the guidance of Tuomas Sukselainen and Tapio Peura.



both Finland and Europe as a whole. In the beginning of the
1960's the E.E.C. and E.F.T.A. were established to insti-
tutionalise Eurdpean trade liberalisation. This was a very
important development for Finland as its main trading
partners, with the exception of the Soviet Union, are in
these two organisations. Furthermore, the Kennedy Round of
the G.A.T.T. promoted trade liberalisation worldwide. This
directly affected Finnish trade for Finland's main trading
partners were those states most involved in the negotiations.
1975 serves as the present concluding year for this study as
this is the latest year for which O0.E.C.D. international
statistics are available.

Statistics

These O0.E.C.D. international statistics are the source of

the figures given below. More specifically, the figures

are from the O0.E.C.D. Foreign Trade Statistics: Series B
Trade by Commodity publications for the years 1960

until 1975. This was the best source available for comparable
different country trade statistics. However, by using this
source, several consequences arise. Firstly, although Finland
conducts a good proportion (about 20 %) of its foreign trade
through bilateral trade agreements with the Soviet Union and,
to a lesser extent, (less than 5 %), with other CMEA states,
such trade is explicitly omitted (although implicitly included
in some measures as discussed below) from this study as
comparable international trade figures are not available for
these socialist states. Secondly, since Finland did not become
a member of the 0.E.C.D. until 1969, figures for Finnish trade
amounts prior to 1966 are not available in the O0.E.C.D. tables.
Therefore, earlier Finnish figures have been taken from

Official Statistics of Finland Foreign Trade and converted

from Finnish marks into U.S. dollars by the average yecarly
exchange rates. Thirdly, figures for the United States and



Canada (published by the O.E.E.C.) were added to 0.E.E.C.
European figures for "O.E.C.D. totals" for 1960 and 1961.
Japanese figures have been included in O0.E.C.D. total trade
figures from 1963 on. Finland's contribution to total 0.E.C.D.
expofts has been excluded from total 0.E.C.D. export figures
when computing Finland's export ratio to these amounts.

Method

Three alternative measures of Finnish foreign trade performance
have been used in this study. These measures are the shares
accountable to Finnish exports in three relevant export and
import markets. These markets may serve as guidelines to mea-
sure possible Finnish export performance. Changes in Finland's
relative export share position in these export and import
markets measure Finland's performance in relation to the
aggregate of its main competitors performances. Increases

in Finland's export shares may reflect increased Finnish
export competitiveness. Similarly, decreases in Finland's
export market shares may reflect decreased Finnish export
competitiveness (of course, factors other than those of pure
competitiveness, such as capacity utilisation etc., also
figure here). The three measures of Finnish export performance"
are: 1) the market position of Finland in the main inter-
national export markets for the goods it exports, 2) its
position in the main international import markets for the
goods it exports, and 3) its position in the import markets

of its own main customers for its exports.

Measures

1) The market position of Finland in the main international
export markets for the goods it exports (its percentage of
exports of the goods it sells internationally) is a measure
of Finland's competitiveness in relation to export competitors.
Even if Finland's share of exports to its usual customers
remains unchanged, changes in its share of exports in world



export markets (world exports offered) show its adaptability
to new potential export markets as they develop. Changes in
Finland's percentage share in world export markets also re-
flect changes in other states' export performance that affect
the degree of competition Finland must face.

2) The market position of Finland in the main international
import markets for the goods it exports (its exports as a
percentage share of major world markets' imports of these
goods) is a measure of Finland's competitiveness in the most
important, competitive world markets. This measure differs
from the first measure above in that it reflects the market
profiles Finland serves. Finland may hold a steady percentage
of major export markets (world exports offered) but may gain
or lose in the most important (greatest) import markets
depending on how other, less important (not included in major
export totals) exporting states do in these import markets.
Furthermore, Finland may hold a constant export market share
but may gain or lose in major import markets, shifting either
from or to more peripheral import markets. These latter may be
less stable if growing (drawing in more competition) or offer
less opportunity for future import growth if not expanding

as rapidly as the major markets.

3) The market position of Finland in the import markets of

its own main customers for its exports (its exports as a
percentage share of its main customers' import markets) is the
most direct measure of the effect of Finnish export competi-
tiveness of the Finnish economy. It sidesteps the problems

of the first two measures which may deal with markets Finland’
does not serve now and may not in the future due to trans-
portation costs, etc. However, it does not directly reflect
Finland's export competitiveness in larger world markets and,
thus, limits information on overall Finnish export potential
and world competition.



Market Definitions

All three measures are included in the survey here, for the
different purposes suggested above. For the first two measures
dealing with major world markets, these markets have been
defined in two ways. Firstly, the total O0.E.C.D. markets

(export and import) have been used. This is because this organi-
sation includes the major market-economy states in the world

(as mentioned earlier, socialist states have been omitted from
this study). Secondly, the five 1largest exporting or importing
states have been used to define the major export or import
market. In certain cases, where the sixth and seventh exporting
or importing states have enjoyed relatively comparable market
shares to the first five states, these latter states have also
been included. The most important exporting and importing states
were determined from 1975 trade statistics (the latest year
available) to give the best approximation of the present
competitive patterns. The states that play the major role in
the end of the given periocd are the states that have proved

to be the most competitive exporters or offer the most competi-
tive import markets so far. Use of two definitions of major
world export and import markets, i.e. O.E.C.D. totals and five
major states' totals, serves three purposes. Firstly, it

allows for a reasonable counter-check of the results of calcu-
lations of Finnish market shares under each of the separate
definitions. Secondly, O.E.C.D. totals give a more comprehensivi
view whereas five major states' totals give a more dynamic com-
petitive view of world markets. Thirdly, latest statistics

may be easier to obtain for five major states than for all

OECD countries. Therefore, five major states' figures mdy-be'
useful for expansion and comparisons beyond the scope of this
present survey.



Commodity Classification

When discussing Finland's export competitiveness, ten major
commodity categories(based on SITC classification) are most
important. These are total Finnish exports plus the nine
S.I.T.C. groupings. (five major industry sectors) that accounted
for 80 % of Finland's exports in 1975. These are presented in
the table below. The three measures of Finnish export compet-
itiveness discussed above have been calculated for each of

these S.I.T.C. groupings and are shown in the following charts.

Industry SITC Classification % Share of Total
i = Exports
1. Paper Products 25 Pulp and waste paper % >’ o
64 Paper, Paperboard and 28 % 35 %
Manufactures Thereof
2. Metal Products T Machinery and Transport Equipment 23 %
3. Wood Products 24 Wood, Lumber and Cork

10 %
63 Wood and Cork Manufactures :
(excluding furniture)

k., Textile and Cloth- 65 Textile yarn, Fabrics, Madeup 2%
ing Products Articles and Related Products
84 Clothing . 6 % 9 %
85 Footwear 1%
5. Chemical Products 5 Chemicals | 3%

Market Share Performances

Paper Industry-Pulp

Finland's market share patterns for pulp and waste paper (SITC 25,
7 % of Finland's exports) show since 1965 an almost constant
decrease in Finland's pulp export market shares. 1972 and 1975
were the only two upturn years of this period. ' ok

Some suggestions may be made to explain the specific market share
pattern. The dip in some market shares in 1963 can be explained
partly by the statistical factor of inclusion of Japan in that
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year in total 0.E.C.D. imports. Also imbortant in 1963 was the
resurgence in British demand after a slack year in 1962. The
statistical result of this is that, while Finnish exports rose
in 1963, demand by Finland's major buyers rose more so. (The low
demand by Britain in 1962 meant that, since Britain provided
about 45 % of Finland's main market, Finland's exports as a
percentage of this total market demand was high. When British
demand resurged, growing faster than Finnish exports Finland's
export percentage of its total main market demand decreased.)
The mark devaluation in 1967 showed no apparent effect on Finland'
market shares trend. Thé 1972 upturn was at a time of high world
demand (increasing the price valﬁe of given volumes) coupled
with extra Finnish capacity that could be used to meet this
higher world demand. The 1975 upturn really was a correction for
the low dip in 1974. In 1974 the market of Finland's main buyers
increased 64 % in value, due to cﬁrrency adjustments and the rise
in world values of raw materials, but Finland's exports increased
only 17 %. Capacity constraints, with increased exports of
refined paper products, helps explain this gap. Finnish pulp
exports stayed at about the same value level for 1975 as for
1974 but world and its main customers' import values decreased.
Thus Finland recouped some of its 1974 losses.

The overall declining picture in Finland's market shares in the
past décade may reflect both the switch to increasingly more
processed paper exports and the encounter with increasingly stiff
world competition. The United States increased its ratio of ex-
ports to that of Finland's by 3X's in these ten years, Canada

by E%X's, and Sweden by 2X's. The other major exporter, Norway,
lost in relation to Finland but the values involved were re-
latively small. Of the major world importers, the United States,

Germany, and France provided increasing domestic competition.
The United Kingdom and Italy, the other main importers, on the
other hand, have had economic difficulties. The demand of these
two has risen only about 80 % as fast as world demand. The
United Kingdom, Italy, Germany, France and the Netherlands are
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Finland's principle buyers. Thus, the future export demand

picture for Finnish pulp is not very strong. In 1965 Finland

had market shares over 20 % in major world export and import
markets (20 % of 0.E.C.D. exports and 17 % of O.E.C.D. imports)
and over 28 % of its major buyers' market. By 1975 these had
declined to 9 % of major world exports (8 % of 0.E.C.D. exports),
11 % of major world imports (8 % of O.E.C.D. imports) and 14 %
of Finland's major buyers' imports.

Refined Paper Industry

The picture for Finland's market shares for exports of paper,
paperboard and manufactures thereof (SITC 64, 28 % of Finland's
total exports) is much better than that of pulp exports. It
shows growth in the early sixties, moderate decline from 1966
until 1969, and growth from 1970 until 1974. There was a slight
decline in 1975 but the market shares remained healthiiy above
the 1973 levels. The very moderate size of all the changes
involved from the 1960's through the early 1970's is shown by
the fact that the differénce in market shares between 1962 and
1972 was less than 1/2 % for all markets except O0.E.C.D. export
and import totals, for which it was less than 1 1/2 %. When
considering that the market shares involved are over 20 % of
total market activity (over 15 % of O.E.C.D. activity), this
variation is very slight. The difference between peak and trough
was never greater than 2 1/2 %. However, in 1974 alone Finland
made a market share jump of 1 1/2 % to 3 % in the various defined
markets. This may be explained by high 1973 world demand
increasing the value 1level of exports'of refined péper. This
was not mirrored in Finnish export figures until 1974. Delays

in sales to states with declining exchange rates may account
for this. The volume of Finnish exports was the same for both
1973 and 1974, but not its value. '

Of the major exporting states of paper,.paperboard and manu-
factures thereof, e.g. Canada, Sweden, the United States, Germany

and France, the last three are also major importing states.
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Therefore, increased domestic demand absorbed increased output
in these states, leaving Finland a good opportunity to gain
in international trade shares especially with the other two
major importers, the United Kingdom and the Netherlands, who
are also two of Finland's major buyers. Other major Finnish
customers are Germany, France, Denmark and Sweden. The United
Kingdom takes about 25 % of Finland's exports. It, thus,

had the major effect of Finland's performance. The Soviet
Union, equdded for lack of trade statistics, took about 12 %
of Finnish exports in this sector and was Finland's second
biggest customer. Finland experienced a slight decline in

market shares in 1975 but, as mentioned earlier, stayed well
above the 1973 level.

Metal Industry

Metal industry products (SITC 7, 23 % of Finland's exports in
1975) have shown a pattern of erratic export market shares in
the early 1960's, then a steady slight growth period in the
latter 1960’5. The decline in market shares in 1971 can be
attributed to a metal industry strike. Export market shares
increased again in 1972 but dipped in 1973. This may be due to
capacity, ceilings being reached in Finland's machinery
industry in 1973, leading to sharp increases in the industry
investment during the year. Increased metal exports to Sweden,
one of Finland's principal buyers, occurred in 1974. (Sweden

. entered the world boom a year late, after a still weak economic
situation in 1973.) Swedish sales, coupled with increased
metal exports to the Soviet Union to pay for the increased

cost of fuel, raised Finnish world metal exports in 1974 and,
thus, Finnish export market shares. Finland's market share
gains were relapively strong in 1975, due to increase in value
rather than volume.
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Finnish market shares have been calculated tbtal Finnish

world export amounts as .a percentage of given export and
import markets' figures. The fact that exports to the Soviet
Union are thus implicitedly included in calculating Finnish
export market shares must be especialy born in mind when
discussing the metal products industry as much of Finnish trad
with the Soviet Union is.in this area. Such trade is more or
less immune from western economic fluctuations. It, conse-
quently, has a direct effect on Finland's éxport market

shares as changing western conditions are less reflected in
Finland's total trade picture (in contradistinction to Finland
more western-oriented export competitors). Socialist trade,

in part (along with capacity 1imitations), explains the
erratic early 1960's pattern. '

-Finland's market shares, in general, have not varied more
than 2 percentage points in the market of its main buyers

and less than 1 percentage point in major world markets.

This reflects the small percentage Finnish exports contribute
to international trade in the metal industry. Finland's
market share deviation has been about 50 % of the total

value of Finland's market share. Finland's main buyers are

Sweden, Norway, Denmark, the United Kingdom and West Germany.

The total world import‘valﬁes of these last two greatly over-

shadow those of the first three. Thus, Finland's market

share pattern in the market of its main buyers closely mirrors
its market share pattern in the market of major world im- '

porters, e.g. the United States, Canada, West Germany, France

and the United Kingdom. Major exporters encompass these same
countries, e.g. the United States, West Germany, Japan,
France and the United Kingdom. Thus, Finland has very little
control in world metal industry trade, but, rather, must
‘face a very competitivé situation. The favorable export
response for metal industry products after the 1967 Finnish
devaluation reflects this competitive situation. Finland has
a market share of about 1/2 % of total 0.E.C.D. exports,

3/4 % of major world exports, 3/4 % of O0.E.C.D. imports,
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1 1/2 % of major world imports,.and 3 1/4 % of its main
buyers' imports. Note should be made that Finland ecxports
certain speciaiised metal products, such as paper and wood
processing equipment and icebreakers, for which international
competitioh is less strong than for other metal industry

exports. This bolsters Finnish world competitiveness.

Unprocessed Wood Industry.

Wood, lumber and cork products (SITC 24, 7 % of Finnish
exports) have exhibited a declining market share pattern.

1961 was the peak year, followed by a very rapid decline until
1968, then a slight 2-year growth period, followed by a less
slight 2-year decline: In 1974 market shares peaked up, but
then declined again the following year.

A reason for the 1961 peak was strong world demand making
capacity availability a prime determinant of market shares.
Finland reached total factor utilisation in 1961. In 1962 worlc
demand fell off 1 % and demand by Finland's main buyers,

e,.g. the United Kingdom, the Netherlands, Germany, Denmark,
France and Sweden, fell off 7 %. Finland lost market shares‘

in the main world market and also, to a lesser degree, in

the market of its main buyers as competition became more

acute there. This loss pattern continued, though at a
moderated degree, from 1963 until 1969. The 1969 rise in
export shares may be attributable to increased world demand.
This coupled with the 1967 devaluation and stabilization
measures put Finland in a very good position to take advantage
of the boom world market. Capacity constraints may have
influenced the slow performancé in 1972 and 1973. Also, -delays
in sales to states with declining exchange rates may explain
the 1973 market share losses. In fact 1974 saw a big jump

in Finnish market shares. Finland lost market shares in 1975
especially in the markets of its main buyers and main world
exporters (down about 3 % in each of these markets). The
increased competitiveness of these markets due to the major
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world recession, may explain some of this. Continuing efforts
to channel wood into more processed exports also plays a part.

In general, Finland has faced increasing competition in un-
refined wood products exports for the whole period in question.
Main world exporters are the United States, Canada, Sweden,

Austria and Germany. Competition has also come from the Soviet
Union and tropical areas. Of the main world importers, e.g.
Japan, the United States, the United Kingdom, Italy and Germany,
-Finland mainly suppliés only the United Kingdom and Germany.

The United Kingdom has been a very weak market in recent yeafs
and Germany is itself a major exporter. Thus, Finland is more
affected by world downtowns than competitors, who supply Japan
for instance (Japan accounts for almost 1/2 of major states'
world import demand). As mentioned'above, at this same time as
it has been facing this increased competition, Finland has
been making efforts to channel more raw wood into domestic
processing industriés rather than into straight export. The
result has been that the Finnish market shares have sharply
declined from 1961 peaks to 1973 troughs. Market share revived
about 3 % in 1974, but lost about 1/2 of this gain in 1975.

Processed Wood Industry -

Wood and cork manufacturés, éxcluding furniture, (SITC 63,

3 % of Finland's exports) show a fluctuating but downward
sloping market share pattern. 1961 was again a peak year for
Finland's market shares (although total value of exports
declined). The decline in Sweden's share of major states'
exports (major states are the United States, Germany, Canada,
France and Sweden) from 19 % to 6 % may be a prime reasoﬁ for

this, for Sweden and Finland share the same major customers,

e.g. the United Kingdom, Germany, France, and the United States.
Finland's other major customers are Sweden and Norway. Revived

Swedish competition along with especially strong Canadian
competition may have caused Finnish market shares to fall in
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1962. Also 'important here was high Finnish domestic demand

for residential buildings cutting into export supply. In 1964
British demand, which accounted for 50 % of Finnish export
sales (31 % of the defined Finnish major buyers' market), rose
24 %, while Finnish exports rose only 6 %. The consequent marke
share loss was only partly recouped in 1965 and export market
shares remained relatively stable until 1967. The United Kingdom
in 1967 still accounted for 31 % of Finland's major buyers' |
market. In that year British demand increased 20 % whereas

major world import demand, e.g. the United Kingdom, Germany,

the United States, Japan, the Netherlands and France, increased
only 7 %. Finnish exports in 1967 increased 12 % whereas méjor
world export totals increased only 4 %. Finland's market share
values fell in 1968 wiien British demand only increased 3 %,
whereas major world demand increased 22 %. The effects of the
1967 devaluation may account for strong market share gains

for Finland in 1969 and 1970. However, there were just as
strong market share losses in 1971 and 1972. British demand

was weak in 1971 and export competition was very brisk. This
may explain partly the poor Finnish performance that year with
some carryover effect to the next. Market share changes levelled
off from 1973 until 1975. '

In general, Finland has moved to a market share of 14 % of

major exporters' exports, 7 3/4 % of 0.E.C.D. exports, 8 % of
major importers' imports, 5 1/2 % of O.E.C.D. imports and

10 1/4 % of Finland's main buyers imports in 1975.”It has faced
increased competition throughout the period. Its main customer,
the United Kingdom has had a sharply fluctuating demand pattern
and has a weak economic position for future demand. Other
rmajor customers are also major exporters, giving Finland-the
position of reserve supplier. Therefore, future Finnish

. performance depends a great deal on World economic conditions
outside Finnish control, although Finnish measures such as
devaluation can have a po;itive effect.
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Textile Industry

Finnish exports of yarn, fabrics, madeup articles and related
products (SITC 65, 2 % of Finnish exports) show a rising market
share pattern from 1960 until 1967, a rather stable market
share position from 1967 until 1973, and then again a rising
market share pattern until 1975. The market share percentages,
however, are very small, being about 1 % of export and import
markets, 1/2 % of O0.E.C.D. markets and 2 1/2 % of major buyers'
markets. These represent fourfold increases in the first four
market shares and a sixfold increase in the last market share

since 1961. There was one relatively sharp dip in market shares
in 1968, most noticeable in Finland's share of the major world

importers' market, e.g. Germany, France, the United Kingdom,
the Netherlands and the United States. This may be attributed
to both the 1967 devaluation decreasing the monetary value of
Finnish exports and slack Scandinavian demand. Sweden, Norway
and Denmark account for about 30 % of the market of Finland's
main buyérs and 68 % of Finnish sales. Other major buyers

of Finland's exports are the United States and the United
Kingdom. All losses during 1968 were recouped in 1969. Market
shares remained relativély stable until 1973. In 1973 Finland
gained in market sharé in the market of its main buyers, but
lost in all world markets. This may be because of a dispropor-
tionate statistical effect exerted by weak United States demand
(the United States takes about only 5 % of Finland's exports
but defines about 35 % of Finland's main buyers' market).
Strong demand by socialist states was important in 1974 -and
1975. The socialist states wook over 20 % of Finnish exports in
1975 as compared to less than 10 % in the 1960's. Major ex-
porters, e.g. Germany, Belgium-Luxembourg, Italy, France;_and
the United States, did not have the cushion of these socialist
states' markets. :

In general, Finland has very little influence in the yarn and
fabric markets. Pressure from low-price countries is very
important in these markets. Finland's market share increases,
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hoWever, show it capable of effectively competing in this
sector.

Clothing industry

Clothing exports (SITC 84, 6 % of Finnish exports) exhibited
an extremely similar market share pattern as fabric and yarn
exports but with even greater magnitudes involved. The trend
was again market share growth from 1960 on, accelerating from
1964 until 1967, market share loss in 1968 especially in major
state and 0.E.C.D. import markets, then growth until 1973.

Socialist state sales played a major role in the 1960's in

this sector, accounting for over 1/2 of Finnish sales until
1967. The strong Fihnish market share growth in 1965 reflects.
a 200 % increase, in socialist.states' purchases from Finland.
Their purchases.increased again sharply in 1966. In 1967,
however, they grew by only 2 %. This slowed expansion rate did
not affect Finnish market share growth as its competitors'
major western demand (major states and O0.E.C.D.) only increased
1 %. In 1968 socialist states' purchases from Finland decreased
18 7. However, the 1967 devaluation put Finland in a good
competitive position in western markets. From 1968 on, socialist
states' purchases have had a much smaller impact on Finnish
performance than was the case in the early 1960's. They were
now between 15 % and 20 % of Finnish sales.

The period 1969 until 1973 was one of strong growth of Finnish
market shares, rather than relative stability as was the case
for fabric and yarn exports. This may be attributed to Fin-
nish efforts being channelled into more processed, i.e.
clothing, exports. Finland's major buyers are Sweden,.Norway,
the United Kingdom, Denmark and Germany. The United States

is not a major customer of Finland. Therefore, the effect

the United States had on Finland's major buyers' market for
yarn and fabrics in 1973 is not present for Finland's major
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bu&ers' market for clothing. Capacity constraints might

again explain slack Finnish performance in 1973. Again efforts
to export clothing rather than just fabrics and yarn caused
market share losses to be less than was the case for the yarn
and fabric exports. 1974 was a good gain year. An 88 %
increase in sales to socialist states may explain this.

In general, 1975 developmehts seem to be the latest steps

in a trend of gradual deceleration of market share growth from
~about 1970 on (omitting the 1973 figures). Increased com-
petition, especially outside the 0.E.C.D., and the gradual
erosion of the devaluation effects may partly explain this.
However, socialist states' markets, accounting for 26 % of Fin-
nish clothihg exports in 1975 have partly offset Finnish
western market share losses.

In general, Finland has gone from 1/4 % and less of all markets'
shares in 1961 to over 6 % of major states' (Italy, France,

Germany, Belgium-Luxembourg and the United Kingdom) export
market, to 3 3/4 % of the 0.E.C.D. export market, to 3 1/2 %
of major states' (Germany, the United States, the Netherlands,

France and Belgium-Luxembourg) import market, to 2 1/2 % of
the 0.E.C.D. import market and to 5 3/4 % of its major buyers'
import market. ' :

Footwear Industry

Footwear exports (SITC 85, 1 % of Finnish exports) showed sharp
gains in market shares from 1963 until 1966. (1960 and 1961

are excluded because Finnish exports were less than U.S. $1
million.) 1967 and 1968 were loss years and 1969 to 1971 were
recoupment years. 1972 and 1973 were again loss years, but
there was sharp market share '‘growth in 1974 and also in 1975.

A dominant factor in the 1967 turndown was high United States
demand, which had a disproportionate statistical effect over
that of Finland's other main buyers, e.g. Sweden, Norway,
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Denmark and Canada. (The United States accounted for 69 % of
Finland's defined main buyers' market,but only imported 1 %

of Finnish exports). Another aspect here is that the

socialist states imported 23 % of Finland's exports. Socialist
demand declined 6 % from 1966 to 1967. A third important
factor may be the 1967 devaluation decreasing value measure
.Qf Finnish exports; Although the market share losses were very
small, the lack of growth in 1967 after the fast early growth
rates is quite a change. Finland begén to gain market shares
in 1969, 1970 and 1971 as socialisf state sales picked up.
However, Finnish market shares dropped in 1972 and 1973.

All major exporters, e.g. Italy, Spain, France, Germany, and

_Austria gained in relation to Finland. This may be explained

by the fact that demand in the market of Finland's main buyers,
excluding the United States, grew only 12 % from 1971 to 1972
whereas major importing states' demand, e.g. that of the

United States, Germany, France, Belgium-Luxembourg and the
Netherlands, grew 24 %, as did total 0.E.C.D. import demand.
A similar market growth gap occurred in 1973. The dramatic
market share gains Finland achieved in 1974 and 1975 may be
explained by increased socialist states' purchases. These
went up 146 % in 1974 and 89 % in 1975. They accounted for

45 % of Finnish exports in 1974 and 58 % in 1975. The market
of Finland's main western buyers also grew well in comparison
to the growth'of the market of major western and 0.E.C.D.
importers in these two years..

In general, Finland had increased its export market shares
four- to sixfold between 1963 and 1975. It now enjoys 3 % of the
market of its major buyers, 2 % of the market of main exporters.
(1 1/2 % of O.E.C.D. exports) and 1 3/4 % of the market of

main importers (1 1/4 % of O0.E.C.D. imports). Gains were made
in the beginning and end of the period examined. These gains
were largely the result of conditions in the states that

import from Finland (especially the socialist states) rather

than from internal Finnish measures.
Low!




~
O o Lo/

0.k

-’ INIA
U

A

I il
'"‘\RI‘

.2

0.1

b Reinded

Srsiieer Pt P
B ettt tbd

0.2

0.8

A4 210 %207 mm

Ny

Wi AN

N a1




10

Chemical Industry

Finland's chemical industry exports (SITC 5, 3 % of Finland's
total exports) show a very favorable market share géin pattern.
There have only been five years in the past fifteen when
Finland has experienced a market share decline (in all three
measures) and in each case the following year's market share
gain has more than counteracted this decline (omitting the
1975 decline.as figures are not available yet for 1976).
Finland has a market share of about 1/2 % of major exporters'

- exports, 1/3 % of O.E.C.D. exports, 1 % of major importers'
imports, 1/2 % of O.E.C.D. imports and 1 1/4 % of its main
buyers' imports. All of these shares have shown over a 300 %
increase from 1960. Downturns have been evenly spaced through-
out the period. The 1968 downturn may reflect somewhat the
devaluation changing the monetary value of the exports.

Cyclical and market structure forces (especially important

as the greater part of Finnish chemical exports come from one
petroleum firm) may also be at work to explain this and the
other downturns. For instance, in 1975 Finland's main buyers'
market demand (Sweden, Germany, the United Kingdom, Denmark
and the United States) decreased by only 5 % whereaé Finnish
exports decreased by 12 %. Major import demand (Germany,
France, the United States, the United Kingdom and Ttaly)
decreased by 6 % (0.E.C.D. imports decreased by 8 %). Of the
major world exporters of chemical products (Germahy, the
United States, France, the Netherlands, and the United
Kingdom), France offered stiff competition and actually

increased the value of its exports despite the recession.

In general, Finland's export market shares are tbo small for
Finland to exert much market impact, being less then 3/4 %
of major world export demand and less than 1/2 % of O0.E.C.D.
import and export demand. However, Finland has shown itself
very competitive in chemical industry exports.
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All Industries

Finland's market share patterns in all industries' export and
import markets show a declining picture, with the 1975 market
share being only 80 % of the 1962 market share for major states'
exports, 73 % of the 1960 market share for 0.E.C.D. exports,

79 % of the 1962 market share for major states' imports, 71 %
of the 1960 market share for 0.E.C.D. imports and 84 % of the
1960 market share for Finland's main customers' imports. (Major
exporting and importing states and Finland's main customers

are the top ten such states here, rather than the top five .
states as previously used in this study. This allows for
greater coverage because a diversity of products and, hence,
important trading states are involved. 1962 is the starting
year for major states' export and import markets, as that is
the first year for which figures are available for Japan.)

1960 and 1961 had the highest market share figures for Finland.
The subsequent decline may be partly explained by increased
E.E.C. and E.F.T.A. internal exports plus inclusion of Japan
in 0.E.C.D. figures from 1962 on. The 1963 decrease may be
partly accounted for by low demand for Finnish wood'and metal
products' exports coupled with strikes cutting into production
growth. Market shares stayed at the 1963 level through 1965,
then fell again in 1966, in 1967 and in 1968. The steady 1964
performance was due to increased Finnish output with quite

highly utilised capacity. Exports to of all Finnish exports
highly utilised capacity. Exports to the Socialist states, however, fell from
20 % of all Finnish exports in 1963 to 17 % of all Finnish exports in 1964.
In 1965, exports to the socialist states rose, to 20 % again, but western mark
hares mecressed, This ray havs razul frow western demand
slackening and becoming, consequently, more competitive.
In 1966 both socialist state demand and demand by the western
states most important for Finnish exports slackened, the latter
due to declines in the economic activity in these states.
Thus, Finnish market shares fell about 0.06 percentage points
partly due to the markets it serves. Finnish production

slackened further in 1967 and inflation was high. The mark
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was devélued at the end of this &ear. Finnish export values
for 1968 continued to_be-iow (reflecting devalued export .
prices). Total Finnish production in 1968 remained slack. It
picked up considerably in 1969 as western states' economic
conditions improved, including the economic conditions in
Finland, itself. However, Finland's market shares remained
just below the 1967 level. There was no significant change

in 1970. Socialist states' purchases accounted for 17 % of
Finland's exports in 1969 and 16 % in 1970. Socialist states
only purchased 14 % of Finnish exports in 1971, this being

a net decrease of 8 % in their total Finnish trade. In 1971
Finnish market shares decreased. Strikes, especially in the
metal industry, and inflation, along with low socialist state,
trade affected this. They also affected the limited carryover
success of the 1967 devaluation. 1972 saw a recoupment of
about 1/2 of the 1971 loss. Metal exports did well then,
especially in comparison to 1971 when there was the metal
industry strike. The timing of sales to the socialist states,
particularly the Soviet Union, also helps explain the lower
1971 and higher 1972 performance. In the west an international
cyclical upswing coupled with high Finnish inventories and
unutilised capacity allowed Finland to recoup market shares
in 1972. However, this increase was shortlived. In 1973
Finnish market shares dropped to their lowest level for the
15 year period under consideration. Finland's export market
share of major states' exports was 1.16 % (1.15 % in 1975 was
lower for this one market), its share of 0.E.C.D. exports

was 0.96 %, its share of major states' imports was 1.16 %,
its share of its main buyers' imports was 0.93 %, and its
share of its main buyérs' imports was 1.29 %. Capacity con-
straints in a year of peak world demand and the timing of
Finnish sales (such as in the wood industry) are two of the
reasons for these losses. In 1974, markeﬁ shares were recouped
to about the 1972 level (higher for export markets,'lower for
import markets as import values of raw materials, especially
fuel, from non-0.E.C.D. sources increased). However, the
recession in western states led to declines in the construction
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industry and very weak demand for Finnish timﬁer. This preventec
market shares from rising higher. Socialist purchases ac-
counted for 16 % of Finnish sales. In 1975, Finnish markef
shares fell to or just above the 1973 level. The volume of
timber exports fell 1/4 from the 1974 level and that of paper
products by 30 %. Although Finnish market shares did not
decrease in comparison to other states exporting in this
industry, they did in comparison to states exporting in other,
more buoyant industries. Socialist purchases increased to
account for 23 % of Finnish sales in 1975. This is primarily
due to the need to finance Finnish purchases of Soviet oil.

In general, cost pressures coupled with increased competition
throughout the period partly explain the downward pattern in \
Finnish market shares from 1960 on. Further explanation is
offered by Tuomas Sukselainen, of the Economics Department

of the Suomen Pankki, in a study of the effects on Finnish
export competitiveness caused by the commodity composition

of Finnish exports and the effects caused by Finland's customer
states' demand patterns. His conclusions that Finland exports
products with slower growing demand than the average for
0.E.C.D. exports and to states with slower growing demand

than the 0.E.C.D. average explain the period pattern very well.
As Finland has continued to channel resources into newer,

more processed industries and to increase its trade ties with
the E.E.C. and E.F.T.A., its downward trend has leyelled to
some extent since 1968. In fact, losses from 1968 to 1975

have only been about 40 % the size of losses from 1965 to

1968 for major export markets, about 30 % the size of losses
for major import markets and about 5 % the size of losses for
the market of Finland's main buyers. (The increased importance
of Japan, not a major customer of Finland, helps explains the
greater Finnish losses in world markets than in the market

of Finland's main customers.) Finland's export market share

of major states' exports in 1975 was 1.15 %, of 0O.E.C.D.
exports was 0.97 %, of major states' imports was 1.16 %, of
0.E.C.D. imports was 0.96 % and of its main customers'

imports was 1.31 B '
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Conclusion

Finland may be categorised as a "response" economy. Being small,
it has little market influence, itself, but must respond to

the demand and supply conditions it encounters. This is clearly
shown in the discussion of the market share patterns presented
here. The economic conditions of Finland's main buyers, i.e.
cyclical timing in Sweden, strong or weak British demand, etc.,
have been extremely important in charting these patterns.
Socialist states' purchases have also played a key role in
determining Finnish performance. This explains why Finland

has so often run into sharp fluctuations from capacity con-"
straints to unutilised capacity (thus, slow economic performance
and inflation from increased import prices and high fixed
costs). Foreign demand in one year is a determinant of invest-=
ment which will determine capacity levels in the following
years, in a response pattern. However, foreign demand is apt

to change in following years due to economic conditions beyond
Finnish control, to which Finland must again respond. Infla-
tion and increased competition, from non-0.E.C.D. sources as
also from increased E.E.C. and E.F.T.A. internal trade, have
made market strength extremely difficult for Finland. However,
as the Finnish economy grows and diversifies, especially into
more processed exports, it should not respond so sharply

to such fluctuations (which are greafest in raw materials
industries). Finland has beén most uccessful in market share
gains in the chemical, yarn and fabric, clothing and foot-

wear industries, and has sﬁffered the greatest market share
losses in wood and pulp industries. That the former group

can more quickly respond to changed-demand levels than can

the latter, where investment takes longer, helps explain this.
Also important in explaining it are Finnish efforts to channel
investment funds to the former group where world demand is
stronger and away from the latter where world demand is 5
weaker. Finland's performances in the metal, chemical, yarn
and fabric, clothing and footwear industries show that Finland

can maintain and increase its competitiveness in exports, as
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loﬁg as it can continue to use western and socialist markets
each to counteract problems that are encountered in the other,
thus softening the "response" requireménts placed upon Finnish
industry. In general, Finland's favorable "response" will be
to control inflation and maintain trade ties with a diversity
of buyers. This will be its best protection from having to
respond to the demand conditions of any one particular customer.
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Finland's Export Market Shares-
0.E.C.D. Shares in parentheses

Unrefined Faper Industry

Main Exporters Main Importers Finland's Main

_ Buyers '
Canada U.S . A. - U.K
Sweden ‘ Germany Gerthany
Ul U.K. . Italy
Norway o0.E.c.D. France 0.E.C.D. Netherlands
Italy France
1960 1€.06% (46.62%) 17.70% g15.h9%) 24, 14%
1961 19.48 (17.87) 18.81 (16.27) 25.68
1962 19.80 (18.34) 19.03 (16.34) 27.34
1963 19.96 (18.51) 19.69 (15.68) 26.84
1964 21,17 (19.59) 20.78 (16.54) 27.91
1965 21.54 (1¢.85) 20.91 (16.67) 28,54
1966 20.59 (19.01) 20.30 (15.93) 28.17
1967 16.89 (17.39) 19.84 §15.38§ 27.16
1868 17.27 (15.90) 148.18 (14.07) 24.95
196 16.%23 (14.78) 16,73 (12.93) 22.89
1970 14.83° (13.45) 16.71 (12.52) 21.29
18971 12,42 (¥1.31)- 14,38 (10.82) 15.02
1972 12.71 {11.35) 14.05 (10.25) 1€.01
1973 11.39 {(10.07) 13.38 ( 9.48) 17.49
1974 7.76 é 6.74) 9.50 ( 6.57) 12.49
1975 8.74 T7+90) 10,95 [ 7.77) 214,15

Frocessed paper Industry

‘Main Exporters ain Importers Finland's Main

Buyers
Canada U.S.4%, K.
Sweden Germany Germany
ety U.K% France
Germany France Denmark
France 0.E.C.D. Jetherlands 3veden
. 0.E.C.D. vetherlands
U, 8.4,
1960 17.0255 (13.33%4) 1€.92% (13.7S%) 12.843%
1961 1$.54 (15.15) 21.30 (16.98) 20.51
1962 21.45 (16.54) 21.64 (17.21)  20.56
169635 21.92 (16.,34) 22.4% (17.%7) 21.27
1864 21.62 (15.98) 22.03 (17.10). 20.33
1965 22.48 (16,33) 22.60 L17.41) 21.26
1966 22.19 216.16) 22.51 (17.30)  21.21.
1967 21.46 15.52) 22.2 (16.80) 20.87
1968 20.07 (14.34) 21.15 (15.79) 16.81
1969 20.39 (14.19) 20.86 (15.42) 19.49
1970 14.14 E1A.2o§ 21.77 (15.87g 20.24
1971 20.84 (14,20) 21.41 (15.51 19,97
1972 21.98 (14.82) 21.96 (15.34) 20.49
1973 22.34 §14.93 22.69 215.33§ 21.01
1974 24.00 (15.70) 25.63 (16.65) 23.89
1975 23.51  (15.57) 25.19 {(16.%0) 23,22
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Finland's LExport Market Shares
0.E.C.D, Shares in parentheses

Metal Industry

Main Exporters Main Importers Finland's Main

Buyers
|15 : S A, Sweden
Germany Canada U.K.
Japan . Germany Norway
France - France Germany
U.K. 0.E.C.D. y.K, 0:E.C.D.  Dermaric

1960 E 0.55%) 1.94% ( 1.02%)  3.42%
1961 0,37) 1.3t ( 0.65) 2.19
1962 0.77 ( 0.60) 2.16 (74:00) 3.65
1963 0.63 ( 0.49) 1.82 5 o.e1g 3.11
1964 0.49 ( 0.37) 1.28 0.561 2,23
1865 0.57 é o.a3g 1.36 ¢ o.7og 2045
1966 0.53 ( 0.33) 1.70 ( 0.61 2.32
1967 0.60 ( 0.44) 1,16 ( 0.66) 2:95
1968 0.63 ( 0.45) 1.13 g 0.67) 2.82
1969 0.68 ( o.u9§ 117 K 0.70) 2.97
1970 0.69 ( 0,49) 1.20 ( 0.69) 2.75
1971 055 L 0,40)  0.94 { D,56) 2]
1972 0.72 ( 0.51) 1.15 ( 0.68) 2,21
1973 0.65 { 0.47) 1.09. { 0.63) 2.54
1974 0,75 ( 0.54) 1.39 ( 0.78) 327
1975 0.83 ( 0.60) 1.65 ( 0.S3) 3,46

Chemical Incustry

Main Exporters Main Importers finland's Main

Buyers
Germany Germany Sweden
U.S. A, France Germany
Netherlands U.S.A. U.K.
France U.K. Denmark
UoKo O'E'C'D' Italy O'E'C D U.Sll/\\.
1960 0.13% ( 0.10%) 0.29% ( 0.15%) 0.343%
1961 0.16 ( 0.12) 0.38 { p.19) 0.45
1962 - 0:21 L 0.45) 0,48 { 0.23) 0.58
1965 0,27 { 0,20)- 0,80 " { 0.29) 0.75
1964 0.26 ( 0.19) 0.57 ( 0.28) 0.69
1965 0.31 ( o.zz; G684 1 o.31§ 0.77
1066 0.37 ( 0.26)  90.76 ' 0.37 0.9%
1867 038" ( 0.27) - 0,77 { 0:37) 0.97
1968 0.35 ( 0.25) ©.69 ( 0.34) 0.88
1969 0.41 g 0:28). 075 L 037} 0.98
1970 0,47 0.32) 0.83 ( 0.,41) 1.0
1971 0.43 ( 0.29) 0.76 ( 0.38) 1.0
1972 0.52 ( 0.34) 0.82 ( 0.44) 1,18
1973 0.49 ( 0.33) 0.86 ( 0.42) . 1.49
1974  0.57 ( 0.373 105+ 0.50) 1.38
1975 0.54 ( 0.35) 0.96 ( 0.48) 1.28
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'Finland's Export Market Shares
O.E.C.D. Shares in parentheses

Unprocessed Wood Industry
Finland's Main

Main Exporters Main Importers

Buyers
L jo Japan UK
Canada V.S A, Netherlands
Sweden U.K. Germany
Austria Italy Denmark
Ger'nany 0.E.C.D. Germany 0.EJC.D, & ‘rance
Sweden
1960 28.35% (24.,39%) - (13.883) 22.6L%
1961 32,08 (27.20) (14.47) 24,68
1962 25,22 (21.&2% (11.73) "21.1%
1663 20,41 (17.31 & B 5 R 8.2A§ 17.78
1964 19,79 (16.73) 10.77 é 7.68) 15.05
1965 17.68 (15.13) 9.92 7.05) 14.13%
1966 16,12 (13.86; g.56 ( 6.19) 14.15
1967 12.47 (10.98 6.76 ( 5.01) 13,13
1968 10,78 ( 9.59) 5.96 ( 4.50) .12.78
1969 12.16 (10.85) 6.67 ( 4.95) 14,26
1670 12.37 (10.96) 6.81 ( 5.09) 14,92
1671 12.42 (10.97) 6.57 ( 5.24) 15.51
1972 9,66 ( 8.64) 5.84 ( 4,35) 14,16
1973 9.35 ( 8.33) 5.19 ( 3.94) 12.69
1974 13.92 (12.07) 7.68 ( 5.48) 17.52
1975 10.76 ( 29.24) 6.66 ( 4,80) 14.59

Frocessed %Wood Industry

Main Exporters Mzin Importers Finland's Main

Buyers
U.S.A. U.X. U.K,
Germany Germany Sweden
Canada U.8:4, Germany
France Japan France
Sweden Netherlands Norway
0.E.C.D. France O0.E.C.D. U.S.A,
1960 21.69% (14,71%) (10.87%) 13.92%
1961 25.66 (15.93) (11.28) 14,91
1962 21.70 (12.85) ( 8,72) 11.23
1963 24,31 é1a.42; 2,30 1 & 9.60; 12,40
S R v i e
4 .18 2 .0 "
1966 23.64 (10.91% 11.16  ( 8.71; 11.44
1967 24.30 (11.71) 11,71 ( 9.06) 12.27
1968 23,47 \11.41g 10.32 8.18§ 11.09
1669 24,26 (11.96) 10.92 ( 8.49) 11.81
R IR e
- -5 L] 3 ° o 13
1972 21.18 210.79) 9.15 E 7.01) 10.38
I R R
e / . . . 5
1975 13.94 ( 7.77) 7 97 ( 5.66) 10.18



Finland's Export Market Shares

O0.E.C.D. Shares in parentheses

Yarn and Fabric Industry

1660
1961
1962
1963
1964
1965
1966
1067
1968
1969
1970
1971
1972
1973
1974
1975

Main Eyporters

Cermany
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U.S.A.
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Clothing Industry

1960

1961
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1664
1965
1866
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1970
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bUermany
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Finland's Main
Buyers

Svreden
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Netherlands
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IFain Importers

Germany

UaSaA.
Netherlands
France

Belgium-
Luxembougé

0.E.C.D.

0.18% ( 0.123%)
0,96 ( 0.10)
0.26 ( 0.16)
Q.32 { 0:20)
0.45 (. 0,28),
0.€0 g 0.54)
1.39 0.95)
1.81 (. 1.14&)
1,67 ( 1.,09)
2:29 [ 1.49)
2.87 ( 1.9%)
2,95 ( 2.02)
397 1 2:98)
5.18 ( 2.05)
3.70 ( 2.30)
3.69 ( 2.40)
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Finland's Export Market Shares
O0.E.C.D. Shares in parentheses

Footwear Industry

[iain Exporters

1262
1263
1964
1665
1905
167
1965
1966
1970
1971
1C72
1973
1674
1275

Italy
srain
Fronce
Gerciany
Austria
0.E.C.D.
0.%5 ( 0.23%)
0,63 ( Ce372)
ST ( 0.54)
1.42 ( 0.93)
1.31 ( 0.88)
1,27 ( G.£3)
1.36 ( 0.97)
1.45 ( 1.05)
1.53 ( 1.19)
142 ( 1.14)
1.33 ( 1.083
1.6 ( '1.31
1.99 ( 1.63)

All Industries

¥k letherlands
Geruuny ltaly
Jauven Bel: ium=
France Luxenmbourg
Ve¥s Sweden
Switzerlond 0.E.C.D
1260 ( 1.%52:%)
1061 ( 1.32)
1962 1.44 ( 1.24)
1363 138 ( 1.19)
1964 1,37 ( 1.18)
1065 1,37 ( 1.18)
1966 1,31 ( 1.13
168 1.22 ( 1.03
1969 1,27 % 1.083
1670 1.27 1,07
1971 1.18 g 0.298
1272 1,22 ( 1.02
1973 1.16 ( 0,96
1874 1.25 ( 1.04
1975 1,15 ( 0.97

tHain Zx-orters
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finland's

wain Imjorters wain
Luyers
lJoSc-"‘k . CWC‘dCYl
Germany - norway
¥France Ul
Helgium=- Denmork
Luxenmtourg Canada
detherlands
0. E.C.D,
Cu41i ( Gu275) 0,535
O+41 £ 0.27) U553
0.65 ( 0.42) 0,93
0.84 ( 0.57) 1.26
1.36 ( 0.93 2.12
1.35 ( 0.92) 1.84
1.26 ( 0.90) 1.70
1.33 ( 0.97) 1.82
1,40 { 1,02 1.83
1.42 ( 1,10) 2.06
1.38 ({ 1.0 1.99
*4.20 { 0.86§ 1.77.
1,48 ( 1.02 2.34
1563 { 1.30) 3.00
“ain Imzorters Finland's ain
buyers
UsSene Itily Jweden France
Gerrnany hetherlonds Ul

Jaypzan vzl ium-

france
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