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Foreword

The annual review of Finnish agriculture and agricultural industries presents the cur-
rent development outlook and the most recent research data in a single volume. The 
operating environment of Finnish agriculture is reviewed through figures in a number 
of ways from the points of view of the national economy, the agricultural production 
structure, the economic development of agriculture and horticulture, and the structure 
of the farm economy. The development of global markets provides the background 
for the analysis of different production types and food markets. Besides agricultural 
production, the review focuses on other rural industries and their development. The 
Finnish countryside offers a framework for new business opportunities that are built 
sustainably around the utilisation of renewable agricultural and rural resources. More-
over, agricultural and rural resources are playing an increasing part in the production 
of renewable energy and nature-based recreation and well-being services.

A significant political consensus was reached in agricultural politics in June 2013 
when an agreement was signed on the EU’s Common Agricultural Policy (CAP) until 
2020. This review examines the impact of the reform on EU subsidies for agriculture 
and national subsidies from the Finnish perspective. In principle, the reform means 
that the market will guide agriculture more strongly in the near future. For Finland, 
no significant changes in the total level of EU subsidies are expected before 2020. As 
market control increases, the risk of price fluctuation in the sale of agricultural products 
and the purchase of production inputs will increase. This will also be reflected in the 
development of agricultural profitability. Structural development is also expected to 
continue at a brisk pace. According to estimates, the number of farms in Finland will 
significantly decrease during the policy period. However, this will mainly occur among 
smaller farms. The unit size will grow and no significant reductions are estimated in 
the production volumes of agricultural products.  

The publication’s special theme is milk production. Thematic articles discuss the 
development of the EU’s milk markets and the productivity and competitiveness of 
the Finnish milk chain. Next year, milk production in the EU states will be freed, as 
the regulatory milk quota system will be discontinued. This will also signify a transi-
tion towards market-driven food production and fiercer competition over raw milk 
and consumers. Studies indicate that differences in production will even out in milk 
processing, which will increase pressure on the competitiveness of the Finnish milk 
industry. In newer EU states, productivity in milk processing has steadily developed, 
and the competitive setting may rapidly change – particularly in the Baltic Sea region. 
Maintaining and developing competitiveness in the milk sector is a challenge that we 
will face over the next few years in milk production and the dairy industry.

MTT wishes to thank Professor Jyrki Niemi and Research Secretary Jaana Ahlstedt, 
who edited the publication, as well as all the experts who took part in writing the 
publication.

Helsinki, 7 April 2014

Sari Forsman-Hugg
Director
MTT Economic Research
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1. OPERATING ENVIRONMENT OF AGRICULTURE

Consumer expenditure on foodstuffs and bev-
erages, € million.

2011 2012 % 
change

Total 21,805 22,687 4

Foodstuffs* 11,274 11,821 5
Non-alcoholic beverages* 1,164 1,209 4
Alcoholic beverages* 3,424 3,486 2
Catering services 
(eating out) 5,943 6,171 4

*Food consumed at home
Source: Statistics Finland, National accounting.

Share of foodstuffs and non-alcoholic bever-
ages in consumer expenditure of households, %.

2011 2012

EU 27 12.9 13.0
EU 15 12.3 12.4
Italy 14.3 14.4
Norway 13.3 13.3
Portugal 16.9 18.2
France 13.4 13.7
Sweden 12.0 12.1
Germany 11.5 11.7
Finland 12.3 12.5
Denmark 11.4 11.3
Estonia 19.4 19.0
United Kingdom 9.1 9.2

Source: Eurostat National accounts.

1.1. Agriculture and the food 
sector in the national 
economy

In Finland the total annual consumer 
expenditure on food and beverages is 
€ 22.7 billion. The share of food and non-
alcoholic beverages consumed at home is a 
little over a half of this, € 13 billion.

As the standard of living has risen, the 
share of food consumed at home in the 
consumer expenditure of Finnish house-
holds has decreased to about the same level 
as in the old EU countries. In 2012 this 
share was 12.5%, which is a little higher 
than in the previous year. 

When alcoholic beverages and eating 
out are included, food represents 21.8% of 
the consumer expenditure of households. 
The share of food consumed outside home 
is 5.9%, which is a little lower than in the 
old EU countries (7.2%).

The total value of the annual money 
flows in the food sector is about € 26.7 
billion, when food exports and agricultural 
support payments are taken into account, 
in addition to the total private and public 
consumer expenditure.  

Agriculture and horticulture

According to the national accounting, the 
gross value of agricultural and horticul-
tural production in 2012 was € 6.8 billion, 
when production support of 2.1 billion is 
taken into account. The gross value of the 
production increased by 3.3% from € 6.6 
billion in the previous year. 

Intermediate products account for a 
little less than a half of the gross value of 
agricultural production. In 2012 this share 
was € 3.4 billion, which is 5.9% larger 
than the year before. The main interme-
diate product items are fertilisers, feeding-
stuffs, electricity and transport fuels and 
various kinds of services in support of the 
production activities

The value added produced by agri-
culture and horticulture was € 3.4 billion. 
Its share in the Finnish GDP fell from 
2.1% in 2011 to 2.0% in 2012. Besides 
the weather conditions during the grow-
ing period, fluctuations in the product and 
input prices are reflected in the economic 
outturn of these sectors more clearly than 
before. 

Agriculture is very capital intensive 
because of the various kinds of special 
machinery and buildings needed in the 
production. In 2012 the share of agricul-
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ture in the total investments of the national 
economy was 3.1%, which is clearly higher 
than its share in the GDP. 

Food processing

From 2011 to 2012 the gross value of the 
production of food industry grew from 
€ 11.3 billion to 11.7 billion. The use of 
intermediate products increased from € 8.8 
billion to 9.1 billion and the value added 
created in food industry rose from € 2.5 
billion to 2.6 billion. 

The GDP share of the food industry 
was 1.6% in 2012. This was about 10.3% 
of the GDP of the manufacturing indus-
tries, which is slightly higher than in the 
previous year (9.3%).

Measured by both the gross value of 
the production and value added, food 
industry ranks as the third largest manu-
facturing sector in Finland, after machinery 
and equipment industry and paper industry.

Food industry is raw material inten-
sive: intermediate products represent more 
than 70% of the gross value of the produc-
tion. Food industry purchases most of its 
raw material from the domestic agriculture 
and horticulture. Because of the transpor-
tation costs a significant share of our food 
industry is highly dependent on domestic 
raw material. 

In 2012 the domestic investments of 
food industry totalled about € 370 million 
and their share in the total investments was 
about the same as the year before, 1.0%. 
The level of investments is clearly lower 
than the GDP share of the sector.

Domestic trade in foodstuffs

The trade sector sees to the acquisition of 
foodstuffs and their final distribution to 
the consumers. The value of production 
in the trade sector, i.e. its margin, is not as 
readily available as that of primary produc-
tion and processing because in most cases 
only figures for sales and turnover are pub-
lished. In 2012 the turnover of the trade in 

daily consumer goods totalled € 17.1 bil-
lion, which was 9.3% higher than the year 
before. Besides foodstuffs the sales include 
other daily consumer goods and durables. 
According to the trade sector operators, 
foodstuffs account for about 80% of these 
sales.

Foodstuffs require a great deal of han-
dling, which is why production facilities 
and wages and salaries are significant items 
in the outturn of the trade sector. Other 
major cost items are transportation and 
logistics and various kinds of business and 
real estate services.

The position of trade at the end of the 
food chain differs from primary produc-
tion and processing. The trade sector is not 
dependent on domestic primary produc-
tion in the same way as the food industry, 
and thus it is capable of taking advantage 
of competition, both within the domestic 
food industry and between the Finnish and 
foreign companies.  

Food trade is still largely in the hands 
of domestic operators, founded on chains 
of wholesalers and retailers, where the 
buying-in operations both in Finland and 
abroad are highly centralised. Besides the 
German discount chain Lidl, which came 
to Finland in 2002, the small markets 
and high transportation costs have not 
attracted any other foreign food chains. 

Foreign trade in foodstuffs 

The value of food imports (CN 1–24) grew 
by 7% to € 4.6 billion in 2012. The value 
of food exports rose by 1.5% to € 1.6 bil-
lion in 2011. From 2011 to 2012 the total 
goods imports fell by 1.7%, while goods 
exports stayed about the same.

In 2013 food imports grew by about 
4.6% and food exports fell by 0.6%. There 
was some decrease in both total goods 
imports and total exports in 2013.

The share of food imports in the value 
of total goods imports (CN 1–99) is about 
8% and the share of food exports in the 
total value of exports is about 3%.



7

GDP share of agriculture1 and food industry (at basic price) and investments (at current prices).

 Gross domestic product Share in investments
Year Agriculture Food industry Agriculture Food industry Agriculture Food industry

million € million € % % % %

2012 3,426 2,633 2.0 1.6 3.1 1.0

2011 3,398 2,509 2.1 1.5 3.2 0.9
2010 3,346 2,534 2.1 1.6 3.3 0.9
2009 3,234 2,737 2.1 1.8 3.5 1.1
2008 3,012 2,471 1.8 1.5 3.1 1.1
2007 3,204 2,432 2.0 1.5 3.3 1.2
2006 2,857 2,269 2.0 1.6 3.3 1.1
2005 2,880 2,344 2.1 1.7 3.4 1.3
2004 2,804 2,318 2.1 1.7 3.4 1.1
2003 2,836 2,395 2.2 1.9 3.9 1.5

1Agriculture including subsidies on production in addition to subsidies on products. 
Source: National accounting 2003–2012e, Statistics Finland.

The most significant imported food 
products are beverages, including alcohol, 
and fruits. Some of the imported foods are 
primary products which cannot be pro-
duced in Finland (coffee, cocoa, tea) or 
the quantities produced are not sufficient 
(sugar, fruit, vegetables). The export and 
import of products representing the same 
product categories, such as cheeses, bever-
ages and confectionary, have been growing.

Besides the finished food products, the 
food sector imports various inputs needed 
in the production, such as raw materials 
for processed foods and feedingstuffs, fuels 
and various kinds of chemicals. Most of 
the machinery and implements and their 
parts are also imported. Besides tangi-
ble goods, various kinds of imported ser-
vices are used in the business management, 
planning and research tasks. The Agrifood 
Research Finland MTT has estimated the 
value of imported inputs without machin-
ery at € 4.9 billion and that of finished 
food products at 1.9 billion (in 2008).

Taxes and support in the food sector

The State functions in the food chain as 
it collects taxes and allocates support pay-
ments to agriculture. In addition to the 

value added tax, the consumers pay excise 
duties in the prices of foodstuffs and bev-
erages, as well as energy taxes included in 
the production inputs. Income tax is col-
lected in the food chain on wages and sal-
aries and on capital income.

The tax revenue collected as VAT and 
excise duties totals about € 4.5 billion. The 
value added tax revenue from food is about 
€ 1.5 billion. The value added tax revenue 
from restaurant services is about € 0.7 bil-
lion and that from retail sale of alcoholic 
beverages is about € 0.6 billion. 

The VAT on food was rose from 12% 
to 13% in July 2010 and to 14% from the 
beginning of 2013. The VAT on restaurant 
services was lowered from 22% to 13% in 
July 2010 and raised to 14% in 2013. The 
value added tax revenue from food repre-
sents about 10% of the total value added 
tax revenue. When restaurant services and 
alcohol are included, the share of food 
commodities in the total value added tax 
revenue rises to almost 20%.

The excise duty on alcoholic beverages 
was raised once in 2008, twice in 2009 and 
again in 2012. The tax revenue from alco-
holic beverages totals about € 1.4 billion. 
A total of about € 0.2 billion was collected 
as excise duties on confectionary, ice cream 
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Employed of agriculture and food industry (%) in different regions in 2011. Source: Regional account-
ing, Statistics Finland.

and soft drinks. The duty on confectionary 
and ice cream became applicable in 2011, 
and the duty on soft drinks was raised at 
the same time.

The various types of support to agri-
culture, a total of about € 2.1 billion, are 
funded by the EU, co-funded by the EU 
and from national funds, or paid from the 
national funds only. The EU contribu-
tions to agricultural support total about 
€ 0.8 billion a year. In 2012 Finland paid 
about € 1.9 billion from the State budget 
as membership fees to the EU. 

Economy-wide effects of the food 
sector 

Besides agriculture, food industry and 
the trade sector, many other sectors are 
involved in the food chain by produc-
ing goods and services for it. In practice 
the effects of food production extend all 
through the economy and different indus-
tries, also to the transportation, trade and 
energy sectors and water and waste man-
agement.

Households use income generated in 
food production for purchasing goods and 
services from sectors producing consumer 
goods. In sparsely populated areas the eco-

nomic impact of household consumption 
may be greater than that of input demand 
in agriculture.

Part of the investment effects flow 
abroad, especially through the purchase of 
machinery. The effects of building are more 
directly targeted to the regions themselves 
than investments in machinery. Besides 
agriculture and the processing industry, in 
recent years building investments have also 
been made in food trade.

Employment effects of the food 
chain

In 2012 the number of people employed 
in agriculture was 87,900, which is 3.5% 
of the employed labour force of all sectors. 
This is 2,100 persons less than the year 
before. The number of people employed 
in agriculture has fallen in all regions along 
with the number of farms and increased 
substitution of machines for labour.

In absolute terms the number of peo-
ple employed in agriculture is the great-
est in the regions of South Ostrobothnia, 
Southwest Finland, North Ostroboth-
nia and North Savo, with a 40% share of 
the total labour force in agriculture. Pro-
portionally the share of agriculture in the 

0 4 8 12 16  %

Uusimaa
Pirkanmaa

Lapland
Kymenlaakso

WHOLE COUNTRY
Central Finland

Kainuu
Päijät-Häme

South Karelia
Varsinais-Suomi

Åland
North Ostrobothnia

Kanta-Häme

Satakunta
Etelä-Savo

North Karelia
Ostrobothnia
Pohjois-Savo

Central Ostrobothnia
South Ostrobothnia

01 Agriculture and hunting

10_12 Food industry etc.
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Employment effect of the use of intermediate products 
in agriculture by sectors in 2011 (number of employed 
persons).

employed labour force is the highest in 
South and Central Ostrobothnia (11 and 
8.5%), North Savo (7.2%) and coastal 
regions of Vaasa (6.8%).

By purchasing production inputs agri-
culture also employs people in other sec-
tors, especially in trade of implements, ser-
vices and manufacturing industry, about 
15,000 persons. 

In 2012 food industry employed 
39,400 persons, which is 1.6% of the 
employed in all sectors. Almost a quarter 
of the jobs in food industry are in Uusi-
maa, 10% in South Ostrobothnia, 9% in 
Southwest Finland and 8% in Pirkanmaa. 
Proportionally food industry is by far the 
greatest employer in South Ostrobothnia 
(4.2% of the employed labour force) and 
Häme (2.8%).

While the number of jobs in primary 
production and processing are decreasing, 
more people find employment in services 
in the food chain. In 2012 the number of 
people employed in restaurants and cater-
ing services was about 65,100, which was 
800 persons more than the year before. The 
trade in daily consumer goods employed 
about 50,400 persons, which was about 
1,800 persons more than in 2011.

The production and jobs in restaurant 
and catering services are strongly concen-
trated to Uusimaa, with a share of almost 
40% of those employed in the sector. 

1.2. Rural enterprises

The Finnish countryside has changed quite 
dramatically, especially over the past fif-
teen years, with strong differentiation in 
the development trends in different types 
of rural areas. In many sparsely populated 
areas the population is decreasing and age-
ing rapidly, while the number of rural resi-
dents and enterprises has been growing in 
urban-adjacent rural areas.

Small rural enterprises can be divided 
into three groups: farms engaged in basic 
agricultural production and farm forestry, 
diversified farms with other business activ-
ities besides agriculture and farm forestry, 
and small rural enterprises with no connec-
tion to farms. 

In 2012 the total number of enter-
prises in Finland was about 322,000. In 
2010 the number of small rural enterprises 
was estimated at about 140,300, of which 
32% were engaged in basic agriculture, 
14% were diversified farms and 53% were 
other small enterprises.  

Agriculture and farm forestry still con-
stitute the most significant rural industry. 
The Finnish farm structure and changes 
which have taken place in this are pre-
sented in more detail in Chapter 1.3. 

Diversified farms in Finland and 
Europe

In 2010 the number of farms practis-
ing other gainful activities besides agri-
culture was 19,500, which means that 
about 31% of the Finnish farms were 
diversified. Diversification into other 
activities besides agriculture has tra-
ditionally been quite common among 
farmers, but in the 1990s and 2000s 
new operations were launched more 
than ever before. Towards the end of 
the 2010s, however, the number of 
diversified farms turned into a slight 
decrease.

Starting other gainful activities 
is often connected to changes in the 

1. 2. 3. 4. 5. 6. 7. 8. 9. 10.

Number of employed persons

0
500

1,000
1,500
2,000
2,500
3,000
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4. Feed industry
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     waste management 
 9. Other primary 
     production
 10. Other
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Rural enterprises in Finland in 2000–2010.

Year 2000 2002/2003 2004/2005 2010 Change 2000–
2010, %

Total 136,400 130,400 131,500 140,334 3

Basic agriculture farms 58,000 50,150 45,200 44,344 -24
Diversified farms* 21,800 23,550 24,300 19,530  -10
Enterprises with no link 56,600 56,700 62,000 74,450 32

 * incl. horticulture enterprises
Source: Information Centre of the Ministry of Agriculture and Forestry MMM/Tike. Register of small rural enterprises 
(www.mtt.fi/pienyritysrekisteri). 

Number of diversified farms in 2000, 2005 and 2010.

Sector 2000 2005 2010

Diversified farms, total 21,838 24,295 19,530

Primary production other than agriculture and forestry 744 1,815 981
Fur farming 632 510 315
Reindeer husbandry * 574 365
Industry 4,786 3,753 2,747
Food processing 1,065 684 479
Wood processing 1,349 889 554
Production of renewable energy 648 820 668
Peat production 311 217 239
Construction** * 881 438
Trade 1,056 1,229 850
Services 15,019 16,547 13,793
Tourism, accommodation, recreation services 2,272 1,865 1,728
Contracting 8,880 10,013 8,896
Horse husbandry services (renting of stables, horse training) * 734 888
Other 233 721

* Different classification of sectors, this sector not accounted for in the year concerned.

** Clearing, demolition and groundwork building included in machine contracting.
Source: Information Centre of the Ministry of Agriculture and Forestry.

operating environment of farms, creat-
ing new demand for the products and ser-
vices, while new challenges to agriculture 
may have encouraged the farm families to 
seek new sources of livelihood. As regards 
the types of areas, most of the diversified 
farms are in urban-adjacent rural areas and 
remote rural areas.

The other activities on farms are usu-
ally strongly linked to farming and its 
resources, i.e. the farm resources are in 
joint use for activities in several sectors. 

In 2010 agricultural machinery, buildings, 
land areas or products and labour force 
were used for the other gainful activities 
on 87% of the diversified farms.  

Diversified farms operate in various 
sectors. In 2010 the majority of them 
(70%) were engaged in services. One out 
of eight farms was engaged in manufactur-
ing, 5% in primary production other than 
agriculture and 4% in trade. Many farms 
operate in several sectors, for example, in 
both machine contracting and tourism. 
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The proportional share of activities 
practised by diversified farms has changed 
over the past decade. There has been some 
increase in the share of enterprises in the 
service sector, while the share of manufac-
turing has decreased. The number of farms 
in other types of primary production has 
decreased, which also reflects the general 
trends in these sectors. The numbers of, for 
example, reindeer herders, fur farmers and 
fishermen has decreased considerably over 
the past decade.

Primary production other than agri-
culture, horticulture and forestry com-
prises fishing, fish or crayfish farming, fur 
farming and reindeer herding.  A total of 
1,200 farms were engaged in these types 
of primary production, about a 1,000 of 
these as their main activity. The number 
of these farms has decreased slightly. The 
largest sectors are reindeer herding and fur 
farming. 

About 4,850 farms were engaged in 
manufacturing industry, and on 2,750 of 
these it was the main activity. The larg-
est individual sectors were energy produc-
tion and further processing of foodstuffs or 
wood. About 700 diversified farms oper-
ated in the building sector, which was the 
main activity on 400 of them. The num-
ber of enterprises engaged in the building 
sector has decreased quite a bit in the past 
few years, partly because of the decrease 
in building activities in general due to the 
economic recession. The number of diver-
sified farms engaged in trade was about 
1,550 and on about 850 farms this was 
the main activity. 

Services were the main activity on 
about 13,500 diversified farms. The larg-
est individual sector was contracting work 
(8,900 farms), which comprises work with 
agricultural and forestry machinery, bioen-
ergy work, earthworks, snow ploughing 
and road maintenance. About 1,400 diver-
sified farms operate in tourism. Other sig-
nificant service sectors include riding and 
other services related to horses (a total of 

almost 1,200 farms), transportation (400 
farms) and business services. About 170 
diversified farms provide care services and 
on about 120 of these this is the main 
activity.

Other gainful activities on farms are 
usually quite small in scale. It is specific to 
individual farms how large a share of their 
turnover comes from other activities and 
what the labour input in this is. In 2010 
the turnover was less than € 10,000 on 
about 40% of the farms. However, on 15% 
of these farms the turnover of other gainful 
activities was more than € 100,000. 

Within Europe statistics on diversified 
farms have been kept since 2003. Only 
farm enterprises where the resources of 
agriculture and other gainful activities are 
closely linked to each other are included 
in these statistics. In Finland, other Nor-
dic countries and West European countries 
farm diversification is much more com-
mon than in southern and eastern Europe. 
Of the farms in Norway and Denmark, 
for example, more than half are diversi-
fied, while in Cyprus and Lithuania only 
less than 1% of the farms engage in other 
gainful activities.

The relative share of diversified farm in selected 
European countries in 2010.

Country % of the farms

Norway 55
Denmark 52
Switzerland 45
Austria 37
Sweden 34
Germany 31
Iceland 29
Spain 2
Greece 1
Bulgaria 1
Rumania 1
Cypros 1
Lithuania 1

Source: Eurostat
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Other rural enterprises 

It is estimated that about a third of the 
Finnish enterprises are located in the rural 
areas1. In 2010 the Register of Enterprises 
and Establishments included 81,000 rural 
enterprises2 other than those engaged in 
agriculture and farm forestry, with a total 
labour force corresponding to 135,000 
AWU and a total turnover of about € 18 
billion. Of the small rural enterprises an 
estimated 74,500 operate with no connec-
tion to farming.

In 2010 about 46% of the small rural 
enterprises engaged in the services sectors, 
16% in trade and about a third in process-
ing. About 5% were engaged in primary 
production other than agriculture and for-
estry. 

The development of certain impor-
tant sectors of rural enterprise is described 
below.

Energy production and bioenergy

The resources available in the rural areas 
have an increasingly important role in the 
production of bioenergy and other renewa-
ble energy. Renewable energy sources com-
prise solar and wind power, hydropower 
and bioenergy and geothermal, wave and 
tidal energy. 

In Finland bioenergy accounts for 
about 80% the energy derived from renew-
able energy sources. Bioenergy, i.e. biofuel, 
is derived from biomass growing in forests, 
mires and fields as well as from organic, 
liquid and gaseous biowaste suitable for 
energy production from communities, 
agriculture and industry. About a quarter 
of the total energy consumption in Finland 
is covered by bioenergy.

Most of the bioenergy produced and 
used on farms consists of chips or fuelwood 
from forests. In 2010 about 149 farms 
were engaged in contractual work relating 
to bioenergy, which comprises the produc-
tion of biodiesel, ethanol and biogas, and 
for 57 farms this was the most important 
activity in terms of their turnover.

Food processing

The majority of food processing enterprises 
are in the rural areas. The field is strongly 
polarised into few large companies and 
numerous small enterprises. Most of the 
enterprises (71%) employed fewer than 5 
persons. The most common sectors are the 
manufacture of bakery products and fur-
ther processing of meat. In 2010 a total of 
1,070 farms engaged in further processing 
of foodstuffs, and 650 of these were such 
that food processing was their main busi-
ness activity. The most common types of 
food processing on farms are further pro-
cessing of vegetables and berries, manufac-
ture of bakery products, and slaughtering 
and further processing of meat.

Rural tourism

Rural tourism is the part of the tourism 
industry where the opportunities largely 
derive from resources characteristic to the 
countryside. Tourism industry employs 
about 132,500 persons, 10% of them in 
the about 5,000 microenterprises prac-
tising tourism activities in the rural areas. 
The number of farms offering accommo-
dation services is about 1,700.  The long-
term development prospects for rural tour-
ism should also be favourable.

The potential offered by rural tourism 
in the development of the rural areas has 
been understood for a long time. Respon-
sibility is a priority theme in the develop-
ment of tourism, and in this respect rural 
tourism has a lot to offer to the whole 
Finnish tourism industry. Tourism is an 
important employer for the young, in par-

1 In this context rural area means areas by postal code 
districts where the population density is less than 50 per-
sons/km2.
2 Small enterprise means an enterprise with a single 
place of business, turnover of at least € 8,409 and staff 
of less than 20.
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ticular. New enterprises are set up espe-
cially in the field of programme services 
that take advantage of the rural nature as 
their operating environment.  

Equine industry

In this context equine industry comprises 
the breeding and rearing of horses and care 
services for them, training, riding schools 
and horse-related tourism. Equine indus-
try is one of the most rapidly growing 
businesses in the rural areas: about 75% 
of the business activities in equine indus-
try take place on farms and 17% otherwise 
in the countryside. The estimated number 
of horses in 2013 was about 75,000. The 
total number of stables in Finland is about 
16,000, of which about a quarter are com-
panies. The annual money flows in the 
industry are estimated at about € 830 mil-
lion and it is estimated to employ 15,000–
16,000 persons. The estimated annual 
investments of the sector in the operating 
environment are about € 23 million.

Trotting is a very popular sport in 
Finland, with more than 200,000 people 
actively engaged in it. In 2013 about 8,000 
horses started off at trotting races, the turn-
over of betting in horse races was over 
€ 248 million, and about 730,000 specta-
tors visited the trotting tracks to see the 
races. The number of riding schools and lei-
sure riding stables approved by the Eques-
trian Federation of Finland is about 300. 
There are a total of about one thousand 
riding stables, of which about a half are 
enterprises that may be considered riding 
schools. About 160,000 people enjoy rid-
ing as a hobby, the majority of them adults.

Reindeer herding

Reindeer husbandry is a highly significant 
business in the sparsely populated rural 
areas in northern Finland. It is a source of 
livelihood as such, and it is also significant 
image factor for tourism and major aspect 
of the Lappish culture.  

The number of reindeer has stayed 
about the same during the past decade, 
but in the very recent years there has been 
some decrease. In 2009/2010 the num-
ber of reindeer totalled about 196,500, of 
which about 100,000 were slaughtered. 
In recent years the production of reindeer 
meat has totalled 2.3–2.8 million kg.

The structure of reindeer husbandry 
has changed as the number of reindeer 
owners has decreased and the size of rein-
deer herds has grown. In the reindeer herd-
ing year 1994/1995 there were about 7,200 
reindeer owners, while today their num-
ber is about 4,650. In the reindeer herding 
year 2008/2009 61.5% of the reindeer left 
alive at roundups, 119,000 animals, were 
owned by herders with over 100 animals. 
In the herding year 2011/2012 the aver-
age turnover of reindeer farms was about 
€ 20,300 and their profitability coefficient 
was 0.31. On the largest reindeer farms 
(with over 230 animals) the average turno-
ver was € 48,200 and the profitability coef-
ficient was 0.97.

1.3. Finnish farm

Number and size distribution of 
farms

In 2013 the total number of farms (over 
1 ha) which had applied for agricultural 
support was a little under 57,600. This 
was about 1,300 farms (2.3%) less than 
in 2012. In both absolute and relative 
terms the decrease in the number of farms 
was close to the long-term average.  Dur-
ing the eighteen years in the EU (1995–
2013) the number of Finnish farms has 
fallen by almost 40%, as a total of 38,003 
farms have quit production. On average 
the number of farms has decreased at a rate 
of 2.8% a year. Proportionally the decrease 
has been the greatest in eastern Finland 
(42%) and the smallest in northern Fin-
land (34%). In both southern and central 
Finland (40%) the number of farms has 
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Number of farms receiving agricultural support in 2003–2013.

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Whole country 72,000 71,100 69,088 68,766 66,821 65,292 63,716 62,450 61,153 58,898 57,559

Southern Finland1 32,771 32,245 31,272 30,967 29,945 29,368 28,694 28,098 27,578 26,517 25,874
Eastern Finland 12,630 12,498 12,121 12,173 11,812 11,501 11,218 11,033 10,808 10,479 10,281
Central Finland 18,656 18,458 17,986 17,947 17,574 17,119 16,650 16,177 15,771 15,172 14,812
Northern Finland 7,943 7,899 7,709 7,679 7,490 7,304 7,154 7,142 6,996 6,730 6,592

1 Main regions of Uusimaa and Åland according to NUTS II have been included in Southern Finland.
Source: Finnish Agency for Rural Affairs.

Number of farms receiving agricultural support in 1995 
and 2013 (main regions of Uusimaa and Åland according to 
NUTS II have been included in Southern Finland). Source: 
Finnish Agency for Rural Affairs.

Eastern 
Finland

Northern
Finland

Whole country

Central 
Finland

Southern
Finland

fallen less than in eastern Finland. 
While the number of farms 

is decreasing, the average farm 
size has been growing. The aver-
age size of farms receiving agri-
cultural support in 1995–2013 
has grown by almost 74% from 
22.8 ha of arable land to 39.6 ha. 
The average annual growth has 
varied between 0.5 and 1.5 hec-
tares.

The average size of farms 
increases as small farms quit 
production and the number of 
large farms is growing. In the 
past eighteen years the share of 
farms with less than 20 ha has 
fallen from 56% to 40% and the 
share of farms with more than 50 
ha has grown from 7% to 26%. 
Large farms with more than 
100 ha of arable land represent 
a little less than 7% of the Finn-
ish farms.

About a half of the growth 
in the farm size in 1995–2013 
has occurred through leasing. 
In 2013 the total cultivated ara-
ble area of farms receiving agri-
cultural support was 2.273 mil-
lion ha, and about 765,800 ha 
(almost 34%) of this was leased. 
In 1995 the share of leased area was 22%. 
In the 2000s the leased arable area has 
grown by about 11%. In 2013 the leased 
area grew only a little from the year before. 
There is considerable regional variation 

in the leased area: in South Savo, North 
Karelia and Kainuu more than 38% of 
the arable area is leased, while in Central 
Ostrobothnia the share of the leased area 
is less than 29%. 
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Size class distribution and average arable area of farms receiving agricultural support in 20131.

Whole country
Arable land Southern Finland2 Eastern Finland Central Finland Northern Finland 1995 2013

Number 
of farms %

Number 
of farms %

Number 
of farms %

Number 
of farms %

Number
of farms

 
%

Number
of farms %

<10 ha 4,767 18 2,496 24 2,939 20 1,405 21 22,850 24 11,607 20
10–20 ha 4,839 19 2,368 23 3,272 22 1,197 18 30,698 32 11,676 20
20–30 ha 3,680 14 1,529 15 2,273 15 895 14 19,669 21 8,377 15
30–50 ha 4,926 19 1,804 18 2,763 19 1,177 18 15,414 16 10,670 19
50–100 ha 5,121 20 1,501 15 2,557 17 1,333 20 5,706 6 10,512 18
>100 ha 2,440 9 537 5 911 6 562 9 784 1 4,450 8

Number of farms 25,773 10,235 14,715 6,569 95,121 57,292

Average arable area, 
ha/farm

43,36 33,11 36,66 41,21 22,77 39,56

1 The figures do not include horticultural enterprises if they have no fields under cultivation.
2 Main regions of Uusimaa and Åland according to NUTS II have been included in Southern Finland.
Source: Finnish Agency for Rural Affairs.

Area of leased arable land (ha) in 2003–2013. Source: 
Finnish Agency for Rural Affairs.

In 2013 the average size of arable land 
parcels was 2.46 ha, varying from over 
3 ha in southern Finland to less than 2 ha 
in eastern and northern Finland. In recent 
years there has been hardly any change 
in the average size of parcels or the total 
cultivated area. 

There are regional differences in these 
trends, however. In the past ten years the 
total arable area grew by about 9% in 
northern Finland and by about 3% in east-
ern and central Finland. Both proportion-
ally and as hectares the arable area grew the 
most in North Ostrobothnia, by almost 
20,600 ha (10%). In both Kainuu and 
Pirkanmaa the total arable area grew 
by almost 8% (2,400 and 11,500 
ha, respectively). During the same 
period the arable land area decreased 
by about 0.5% in the whole area of 
southern Finland.

Finnish agriculture is almost 
exclusively based on family farms: in 
2013 87.1% of farms receiving sup-
port were privately owned and 11.3% 
were owned by heirs and family com-
panies and corporations. Coopera-
tives and limited companies owned 
1.3%, general and limited partner-
ships 0.2% and private traders (busi-

ness names) 0.1% of the farms. The State, 
municipalities, schools and parishes owned 
0.03% of the farms. 

The average age of farmers on farms 
receiving agricultural support was 51.7 
years in 2013. The age of farmers is the 
highest, over 53 years, in the Åland Islands 
and the lowest, about 50 years, in Central 
Ostrobothnia. As the farm population is 
ageing, the share of young farmers is fall-
ing and the share of the older ones is grow-
ing. In 2001 the share of farmers over 55 
years of age was 26%, but in 2013 their 
share was as high as 39%. 
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16 Number of farmers by age categories in 2001–2013. 
Source: Information Centre of the Ministry of Agricul-
ture and Forestry.

Production structure of farms

In recent years the dominant trends in 
the production structure have been the 
decrease in the number and share of live-
stock farms and growth in the share of crop 
farms. In 2013 about 25% of the farms 
which applied for support were livestock 
farms and 69% were crop farms, while in 
1995 the share of livestock farms was 52% 
and that of crop farms was 39%.

In 2013 about 9,000 farms practised 
dairy husbandry as their main activity. In 
1995–2013 the number of dairy farms fell 
by more than 23,000 farms, at a rate of 
about 6.8% a year. The share of dairy farms 
of all Finnish farms has also decreased: in 
1995 about 34% of all farms engaged in 
dairy husbandry as their main activity, but 
in 2013 this share was less than 16%. The 
share of dairy farms is the highest in east-
ern and northern Finland, 26% of all farms. 
Dairy farms are more evenly distributed to 
all regions of Finland than the other sectors.

In 2013 about 3,500 farms (6.1% of 
all farms) specialised in beef production. In 
1995–2013 the number of these farms fell 
by about 5,600, at a rate of about 5.2% per 
year. In 1995 the share of farms specialised 
in beef production of all farms was 9.5%. 
The distribution of beef farms across the 
country is quite similar to the regional dis-
tribution of dairy farms.

The number of farms specialis-
ing in pig husbandry was about 1,540, 
which is about 2.7% of the farms that 
applied for support. Of the pig farms 
368 specialised in piglet production, 
642 farms specialised in pigmeat and 
529 farms practised combined pig pro-
duction.  Of all the production sectors 
the number of pig farms has decreased 
the most in 1995–2013, by a total of 
75% at a rate of about 7.5% per year. 
In 1995 the share of pig farms of all 
farms was 6.5%. Most of the pigmeat 
production is located in southern and 
western Finland. 

The number of poultry farms was 
568, which is about 1% of the farms that 
applied for support. During the EU period 
the number of poultry farms has decreased 
by a total of 74% at a rate of about 7.2% 
per year. The decrease slowed down from 
the year 2012, when as many as 15% of 
the poultry farms quit their production. In 
2013 about 48% of the poultry farms spe-
cialised in egg production, 38% in poultry 
meat production and 14% were breeding 
units. In 2000 the respective shares were 
68%, 21% and 12%. Most of the poultry 
farms are located in southern and western 
Finland.

In 2013 there were about 39,700 crop 
farms, which is almost 2,500 (7%) more 
than in 1995. After some fall the num-
ber of crop farms started to grow again in 
2013, except in southern Finland. In recent 
years, however, only the number of farms 
engaged in “other crop production” (e.g. 
grass) has increased, while the number of, 
for example, cereal and horticulture farms 
has fallen. More than half of the Finnish 
crop farms are in southern Finland and a 
quarter are in central Finland, but in recent 
years the number of crop farms and their 
share of all farms have grown the most in 
eastern and northern Finland.

In 2013 a total of about 3,200 farms 
(6% of all farms) engaged in other types 
of production or activities, such as horse, 
sheep or goat husbandry or farm tour-
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Distribution of farms receiving agricultural support according to production line in 2013 (main regions 
of Uusimaa and Åland according to NUTS II have been included in Southern Finland). Source: Finnish 
Agency for Rural Affairs.
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ism. Over the past 18 years the number 
of these farms has decreased by more than 
64%, at a rate of about 5.5% a year. After 
having increased for some time, the num-
ber of farms engaged in horse husbandry 
and other activities decreased as well. A 
growing share of farms engaged in other 
types of production or activities are now 

in southern Finland.
Forest is an integral part of Finnish 

farms. In 2013 the average forest area of 
farms was 51 ha. Regional variation is con-
siderable, however: in Southwest Finland 
and the Åland islands the average forest 
area of farms is 32 ha, while in Lapland 
it is 108 ha.  
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The productivity performance of dairy chains – 
A comparative analysis across the Baltic Sea region

Xavier Irz and Natalia Kuosmanen

As part of a project investigating the competitiveness of Finnish dairy chains in the 
Baltic Sea Region, we analysed the productivity performance of Finnish milk farms 
and dairy processors relative to that of competitors in Sweden, Denmark, Germany, 
Poland, and the three Baltic states. We used partial productivity indicators and indices 
of total factor productivity (TFP) to investigate productivity growth and cross-country 
productivity differences, using data from the Farm Accountancy Data Network as well 
as national industrial statistics. 

At farm level, there are enormous differences in the level of labour productivity 
across the eight countries: a dairy farmer in Denmark produces 13 times more milk 
than one in Latvia or Lithuania. Labour productivity in Finland is also significantly 
lower than in the other older EU countries – not only Denmark, the clear leader, but 
also Germany and Sweden. Further, there is evidence that Estonia is catching up with 
Finland in terms of labour productivity. 

A decomposition analysis then shows that the cross-country differences in labour 
productivity on farms are driven primarily by differences in labour requirements per 
cow, while differences in milk yields account for a much smaller share of the difference. 
Thus, the key to high labour productivity in milk production is the farm structure and 
the adoption of mechanical innovations, while differences in adoption of biological 
innovations (e.g., genetic improvement, feeds) are relatively less important. Our analy-
sis also reveals that country-average yields appear to increase only slowly beyond the 
threshold value of 8,500 kg/cow.

Although easily interpretable, labour productivity suffers from limitations as an 
indicator of competitiveness because it can rise either through efficiency gains or fac-
tor substitutions that may not be economically optimal. Thus, we pursued the analy-
sis by performing a growth accounting exercise to calculate the evolution of TFP over 
time. Growth in farm-level production in the four older EU members has occurred 
through different channels, but average annual TFP growth rates have been roughly 
comparable from 1995 to 2010, 
varying from 2.4% in Sweden and 
Germany to 3% in Denmark and 
3.1% in Finland. Hence, there has 
been no “miracle growth”, in the 
sense that countries having experi-
enced fast output growth have also 
expanded their use of inputs rapidly 
through investments and intensifica-
tion of production.

Altogether, the competitive posi-
tion of Finnish dairy farms relative 
to their counterparts in Sweden, 
Germany and Denmark has not 
changed greatly over the last two 

Average labour productivity on milk farms in 1995–
2010.

Labour productivity (kg/h)

0

50

100

150

200

250

300

1995 96 97 98 99 00 01 02 03 04 05 06 07 08 09 2010

Denmark

Germany
Sweden

Finland
Estonia

Latvia

Lithuania
Poland



19

decades. The innovations, invest-
ments and restructuring that have 
taken place on Finnish farms have 
delivered fast improvement in effi-
ciency, but the problem from a Finn-
ish perspective is that other older EU 
members of the Baltic Sea region 
have followed a similar course. 
Unfortunately, given that Finnish 
farms started running on this “tech-
nological treadmill” with a relatively 
low productivity level, they remain 
lagging behind with regard to that 
competitiveness indicator.

When focusing on the more 
recent past, however, the results are more encouraging, as we find that since the UE 
enlargement in 2004, TFP on Finnish farms has grown much faster than on German 
and Swedish farms. Altogether, Finnish farms appear in the process of raising their TFP 
levels to those of German and Swedish farms, while Danish farms seem in a league of 
their own in that competitive dimension. However, while recognising the efficiency 
of Danish farms, it is also important to recognise that the development of the Danish 
dairy sector, and in particular its heavy reliance on debt to finance investments, raises 
serious questions about its sustainability (i.e., once interest rates start increasing to 
levels considered normal by historical standards). 

Extending the comparison to include the newer EU members reveals that dairy 
farms in those countries are lagging behind Finnish ones in terms of TFP and are not 
catching up. Although Estonian farms, which are on average relatively large, have 
recorded impressive increases in yields and labour productivity, this has been achieved 
more by substitutions of other production factors for labour than real efficiency gains.

The processing level of the Finnish dairy supply chain appears more competitive 
when benchmarked against the processing sectors of the older EU members, although 
TFP growth has been slow in absolute terms (less than 0.5% per year). Hence, most 
of the productivity gains achieved in the Finnish dairy sector originate from farms 
rather than the industrial sector, and a similar situation is observed in the other older 
EU members. This contrasts with the results for some of the newer EU members, and 
most notably Poland and Lithuania, where TFP in dairy manufacturing has increased 
at more than two percent annually since those countries joined the EU.

Hence, a process of convergence in productivity has started in dairy processing, with 
some of the newer EU members making quick progress towards the productivity lev-
els observed in the older EU countries, including Finland. Given the increasing trade 
in processed dairy products across the Baltic Sea region, this represents a competitive 
threat to the Finnish dairy sector, which therefore needs to be monitored carefully. 

More generally, the evolution documented here is consistent with the view that 
transferring technologies and organisational forms from productivity leaders to pro-
ductivity “laggards” is easier in the manufacturing sector than in primary production, 
due to the typical difference in the size of firms as well as the more pronounced reliance 
of the primary sector on country-specific agro-ecological conditions.

TFP growth on milk farms in the older EU countries of 
the Baltic Sea region in 1995–2010.
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2.1. Trends on the world 
market

The world grain prices have steadily de-
creased following the record high in 2012. 
Between July 2012 and December 2013, 
the price of maize fell by 41%, rice by 28% 
and wheat by 16%. In December 2013, 
the prices of maize and rice were at their 
lowest in 3.5 years. The decline in pric-
es has been accelerated by continuously 
improving production estimates over the 
crop season 2013/14.

The total world cereal production over 
the crop season 2013/14 is estimated to in-
crease to 2,500 million tonnes, being near-
ly 195 million tonnes (8%) higher than the 
year before. The significant increase in pro-
duction is mainly a result of the recovery of 
the maize crop in the United States and the 
good wheat crop in the Black Sea region.

Global wheat production will grow by 
7.7%, exceeding 710 million tonnes, set-
ting a new record. Most of the increase can 
be explained by the improved outlook of 
producing countries compared with the 
year before, when drought caused prob-
lems in many places. The first signs in 
2014 indicate a growth in the wheat area 
in the United States, while the Eu-
ropean outlook is mixed, particular-
ly in the Black Sea region, where un-
favourable weather conditions dam-
aged autumn sowing. In addition, the 
crisis in Ukraine may have an impact 
on cereal production in the area.

Global feed cereal production is 
expected to reach a record high in the 
crop season 2013/14, i.e. 1,295 mil-
lion tonnes, representing a growth 
of 12% from the previous year. This 
is caused by the strong recovery in 
maize production in the United 
States after 2012 when the region suf-

2. AGRICULTURAL AND FOOD MARKET 

Trends in the world grain production, consumption and 
stocks in 2006–2013. Source: AMIS Statistics.

fered from drought.  A number of other 
important producing countries have also 
contributed to this growth in production. 
The estimate of global rice production for 
the crop season 2013/14 is 494 million 
tonnes, which signifies a growth of 1% 
from the previous crop season.

Global cereal consumption will reach 
2,413 million tonnes in the crop season 
2013/14, which is 3.8% more than in the 
previous season. The food use of cereals 
is expected to increase to 1,100 million 
tonnes, representing a growth of 1.7% 
from the year before. The growth in pro-
duction and decrease in prices are expect-
ed to increase the use of cereals as feed by 
5.3%, reaching 850 million tonnes. 

The global cereal stocks are expected 
to grow by 13% to 572 million tonnes. 
The 29% growth in feed cereals is mainly 
based on the situation in the United States. 
Wheat and rice stocks are also estimated 
to grow: wheat by 9% and rice by 3%. A 
growth in global cereal stocks would in-
crease the global cereal stock-to-use ratio 
to 23%, well above the historical low of 
18.4% reached in the crop season 2007/08. 

Global cereal trade is estimated to 
reach 318 million tonnes, being 2.7% 
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higher than in the previous crop season. 
The international trade in feed cereal trade 
is projected at a record high of 138 mil-
lion tonnes, i.e. 4% more than in the crop 
season 2012/13. The international wheat 
trade is expected to increase by 1.6% to 
142 million tonnes. However, it will be 
lower than in the record-breaking crop 
season 2011/12. Rice trade is estimated 
to grow by 2% to 38 million tonnes after 
the 2% drop in the crop season 2012/13.

Global sugar production is estimated 
to increase only slightly in the crop sea-
son 2013/14, as falling outputs in the EU, 
the United States and the Russian Federa-
tion offset expansions in Thailand, India 
and South Africa. The UN Food and Ag-
riculture Organisation (FAO), esti-
mates that global sugar production 
will reach 180 million tonnes in the 
crop season 2013/14.

The global market price of sug-
ar turned a decline at the beginning 
of 2013, continuing the steady de-
crease that has characterized the mar-
ket since 2011. The decrease is caused 
by a strong expansion in production. 
As the global stock-to-use ratio was 
at a historically low level, the expan-
sion in production underpinned the 
market in the crop seasons 2008/09 
and 2010/11.

World milk production is es-
timated to have grown by 1.9% to 
780 million tonnes in 2013, corre-
sponding to the growth rate of pre-
vious years. Most of growth came 
from Asia, Latin American and the 
Caribbean, whereas growth was very 
limited in other regions. Due to pro-
duction limitations, the international 
trade in milk products is projected to 
decrease by nearly 1% to 53 million 
tonnes. This compares with the av-
erage annual growth of 7% over the 
past four years. 

Asia has remained the main mar-
ket area for milk products, making up 55% 
of global imports. It is followed by Africa 
(15%). Demand is still expected to grow 
significantly in China, Iran, Singapore and 
Pakistan. 

The high international prices of milk 
products have led many countries to re-
consider the need for imports. In February 
2014, the FAO milk price index was 275, 
being 31% higher than in February 2013. 

The strength in global dairy prices, 
lower feed prices and favourable weather 
conditions in 2014 are expected to encour-
age farmers to produce more milk and, as a 
result, milk production is expected to grow 
by 2%. Purchases made by China contin-
ue to be the most important factor on the 
global milk market.

World market price for maize, soy and wheat in 2006–
2013. Source: USDA, CBOT, CBR.

Export prices of butter and skimmed milk powder in 
2006–2013. Source: FAO. 
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2.2. Arable crops

In Finland, the 2013 growing season was 
exceptionally warm and in the central parts 
of the country more humid than normal. 
The volume of crop production was greater 
than the year before. Cereal prices fell to-
wards the end of the year due to the strong 
crop outlook in the world’s most signifi-
cant production regions. The total cereal 
crop in Finland was 4.1 billion kg, which 
was more than in 2012 and was the largest 
in previous four years. 

Weather conditions

The year 2013 was very warm, and in the 
central parts of the country more rainy 
than normal. The average temperature was 
higher than normal in the whole country, 
varying from 6 degrees in southwestern 
Finland to less than 1 degree in central and 
northern Lapland. Summer started early in 
2013 and in Lapland the summer was no-
tably longer than normal. However, there 
was spatial variation in summer precipi-
tation, which was considerably higher in 
eastern-central parts of Finland. The least 
rainy areas were in southwestern Finland 
and Lapland. The average temperature of 
the whole country in June to August was 
higher than the long-term average. June 
and August were warmer than on average, 

and in July the temperature was close 
to the long-term average. 

The lowest temperature of the 
year, -39.7 °C, was measured on 9 
December in Sodankylä in central 
Lapland. The highest temperature, 
+32.4 °C, was measured on 26 June 
in Liperi in North Karelia. 

The thermal growing period in 
2013 started later than normal. In 
the south, it started on 17–29 April 
and ended on 11–13 October. Thus, 
the growing season was 180 days in 
the south, about 170 days in eastern 
and western Finland and 130 days in 
the north. 

Global meat production grew slight-
ly in 2013 to 308 million tonnes, repre-
senting a growth of 1.4% or 4.2 million 
tonnes compared to 2012. The growth in 
production is concentrated in the develop-
ing countries, which also show the highest 
growth in demand. 

In 2011–2012, meat prices were unu-
sually high compared to the historical lev-
el. In 2013, pork and poultry prices fell 
slightly as a result of a decrease in feed pric-
es.  However, the price of beef remained at 
the previous year’s level. In February 2014, 
the FAO meat price index was 195, being 
19% lower than in February 2013.

International meat trade is estimated 
to have increased to more than 30 million 
tonnes in 2013, corresponding to 10% of 
global production. Trade grew more slow-
ly than in 2012 (+1.1%) and significant-
ly more slowly than in 2010 (+6%) and 
2011 (+7%). This refers to a growth in 
national production in many importing 
countries and a decrease in production in 
important exporting countries. However, 
there are significant differences in trade in 
the different types of meat. Beef trade grew 
slightly and sheep meat trade increased sig-
nificantly, whereas poultry trade remained 
mostly stable and pork trade fell.

World market price indices for beef, pigmeat and poul-
try meat in 2006–2013. Source: FAO.
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The effective temperature sum 
reached a record-breaking high in 
Lapland. In Rovaniemi in the north, 
the accumulated temperature sum 
was 1,247 °C (long-term average 
922 °C). In other parts of the coun-
try, the effective temperature sum was 
higher than normal. In Jokioinen in 
south-central Finland, the accumu-
lated temperature sum was 1,536  °C 
(long-term average 1,320 °C) and in 
Jyväskylä in central Finland it was 
1,415 °C (1,191 °C).

Areas and yields

The utilised agricultural area in Finland is 
about 2.3 million ha, which is 6.8% of the 
total surface area and 7.5% of the land area. 
Compared to the average in the European 
Union, the proportion of agricultural area 

is very small in Finland. 
In 2012, cereals were cultivated on 

about 1,100,000 ha in Finland. The cereal 
area was higher than in the previous year. 
The total cereal crop was 11% higher than 
in 2012. 

Harvested areas in 2003–2013, 1,000 ha.

Harvested areas and yields of main crops in 2012 and 2013.

2012 2013
Area Yield Total Area Yield Total

1,000 ha kg/ha million kg 1,000 ha kg/ha million kg

Winter wheat 23.1 4,560 105.3 14.0 3,010 42.3
Spring wheat 204.2 3,830 781.6 213.4 3,880 827.0
Rye 20.7 3,090 64.1 12.3 2,090 25.7
Barley 451.2 3,500 1,581.0 494.4 3,850 1,904.2
Oats 313.8 3,420 1,073.1 344.3 3,480 1,196.8
Mixed cereals 20.9 2,540 53.2 21.3 3,130 66.7
Peas 4.7 2,320 9.4 4.1 2,570 10.5
Potatoes 22.7 23,650 489.6 22.1 28,120 621.7
Sugar beets 11.6 34,790 398.7 12.0 40,190 480.4
Dry hay 95.3 3,570 339.7 93.1 3,120 290.8
Silage 471.1 15,700 7,396.7 465.4 15,000 6,979.0
Green fodder 10.2 11,440 77.2 8.7 11,650 100.9
Cereals harvested green 68.0 3,890 265.0 74.5 4,060 302.8
Turnip rape 53.4 1,140 49.2 36.3 1,440 52.1
Rape 15.4 1,670 24.0 16.4 1,720 28.1
Caraway 18.8 570 8.2 15.1 680 7.6
Pasture 73.3 72.3
Other crops 139.4 82.5

Total 2,017.8 2,002.2

Set aside and managed 
uncultivated arable land 267.3 254.0

Source: Information Centre of the Ministry of Agriculture and Forestry.
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Yields of main crops in Finland from 1993 to 2013. Source: Information Centre of the Ministry of 
Agriculture and Forestry.

The area under feed cereals was ap-
proximately 860,000 ha in 2013 and the 
yield totalled 3,168 million kg. About 
1,500 million kg of this was barley. The 
cultivation area and total output of feed 
cereals grew from the year before. How-
ever, the quality of feed cereals was lower 
than in 2012. 

About 78% of the feed barley crop 
reached a hectolitre weight of more than 
64 kg, which was a larger share than in 

previous years. However, there was con-
siderable regional variation in the quality. 
In Varsinais-Suomi in southern Finland, 
99% of the crop was above the hectoli-
tre weight of 64 kg, but in Keski-Suomi 
only 8% of the crop reached this hectoli-
tre weight. The hectolitre weight of oats 
was lower than the year before: 92% of 
the crop was above the hectolitre weight of 
52 kg, which is the minimum requirement 
commonly used by the feedstuff industry. 
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Market prices of cereals in Finland from 2009 to 2013. Source: Information Centre of the Ministry of 
Agriculture and Forestry.

Meanwhile, 32% of the oat crop was above 
the hectolitre weight of 58 kg usually re-
quired for grits, while in 2012 about half 
of the oat crop was fit to be used for grits. 

The yield of malting barley in 2013 
was about 404 million kg, which was 10% 
more than the year before. About 284 mil-
lion kg, or 67% of the crop, fulfilled the 
protein content and grain size required for 
malting. 

The total area under bread cereals was 
239,800 ha and the total yield harvested 
was about 895 million kg. This was 6% 
lower than in 2012 due to the decrease 
in the area under cultivation. The average 
yields of bread cereals were also lower than 
the year before. 

The total yield of winter and spring 
wheat was 869 million kg, of which 58% 
fulfilled the quality criteria for bread wheat. 
The yield of spring wheat was about 827 
million kg and that of winter wheat about 
42 million kg. The total yield of spring 
wheat grew significantly from the year 
before. The area under winter wheat was 
39% less than in 2012. The average yield of 
winter wheat was 3,010 kg/ha, which was 
below the long-term average. The quality 
of the crop was the same as in 2012. Of 
the spring wheat, 57% was fit to be used 
as bread cereal, while 79% of the winter 
wheat crop was fit for this purpose. The 
main problem as regards the quality of the 

bread wheat crop was the low protein con-
tent, which was as low as in 2012. Howev-
er, the falling numbers of both spring and 
winter wheat were high and the hectolitre 
weights were good. 

The total yield of rye, about 26 million 
kg, was about half of the yield in the pre-
vious year; 73% of the crop was fit to be 
used as bread cereal. The area sown with 
rye in autumn 2013 was about 24,700 ha, 
which was approximately two times more 
than the year before.

The silage area in 2013 was about 
465,400 ha, which was a little less than 
in 2012. The total yield was about 6,979 
million kg, which was also slightly lower 
than the year before. The average silage 
yield of 15,000 kg/ha was below the aver-
age. The dry hay area fell from the previ-
ous year to 93,100 ha and the total yield 
of 291 million kg was 14% lower than the 
year before. The average yield of dry hay 
was 3,120 kg/ha, which was lower than the 
year before and the ten-year average. The 
pasture area decreased from the year before 
to 72,300 ha. 

The potato yield grew from the previ-
ous year’s poor total yield to a normal lev-
el. The potato yield of 2013 totalled about 
622 million kg, which was as much as 27% 
more than the year before. The cultivation 
area of potatoes grew slightly from 2012 
to 22,100 ha. 
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Market prices of cereals in 2012, €/1,000 kg.

Rye Wheat Barley Oats

Belgium 148.8 - 216.1 230.0
England - 238.3 206.4 233.8
Spain 219.2 239.1 223.3 217.1
Poland 178.0 213.8 196.3 157.4
Sweden 202.2 218.3 188.4 166.6
Finland 213.6 203.5 - 186.2
Denmark 198.8 206.9 213.6 200.2

Source: Eurostat.

Market prices of cereals in Finland from 2003 
to 2013, €/1,000 kg.

Rye Wheat Barley Oats

2013 217.52 204.20 174.30 169.25

2012 213.58 203.49 186.72 186.21
2011 186.89 196.91 162.40 166.14
2010 159.71 147.39 112.58 115.71
20091 134.15 131.95 93.93 86.41
2008 207.02 189.14 160.71 137.80
2007 192.19 159.90 145.80 149.73
2006 139.81 110.50 102.00 107.26
2005 118.41 106.20 99.51 87.13
2004 120.90 119.80 106.51 87.32
2003 124.88 126.66 105.57 92.21

1 Statistics has changed. Quality-adjusted price paid to 
farmers on delivery to first customer
Source: Information Centre of the Ministry of Agricul-
ture and Forestry.

The yield of sugar beet also grew from 
the year before. The total yield of 2013 
was 480 million kg, which was 21% more 
than in 2012. The average yield per hectare 
was 40,190 kg, while the long-term aver-
age in Finland is 37,820 kg/ha. The culti-
vation area of sugar beet has decreased in 
recent years, but the decline ended in 2013 
and the cultivation area of sugar beet in-
creased by 500 ha from the previous year. 

The cultivation area of oilseed crops 
totalled about 52,700 ha, which was 5,000 
ha less than the year before. However, the 
total yield of 80 million kg was higher than 
in 2012. Turnip rape was cultivated on 
36,300 ha, which was 16% less than the 
turnip rape area in 2012. The total yield of 
turnip rape was 52 million kg and the hect-
arage yield of 1,440 kg/ha was higher than 
the long-term average. The hectarage yield 
of oilseed rape, 1,720 kg/ha, was slightly 
higher than the long-term average. 

Market prices for arable crops

The prices on the Finnish cereal market fell 
in 2013. The prices on average were lower 
than the year before, and the closing prices 
for all cereals were lower at the end than 
the beginning of the year. Crop yields in 
the world’s leading cultivation areas were 
high, which reduced the crop prices. Ex-
pectations of a high crop yield reduced the 
prices throughout year. 

In January 2013, the price of feed bar-
ley was about €  212/tonne. The price fell 
during the year so that in December 2013 
the average price of feed barley was €  143/
tonne. From January to December, the 
price fell by almost one-third, and the av-
erage price for the whole year was almost 
the same as in 2012.

The price of malting barley fell by only 
about 25% in 2013. By December 2013, 
the price had fallen to about €  170/tonne, 
from about €  227/tonne in January. The 
average price of the year for malting barley 
was slightly lower than the average price 
in 2012. 

The average price of oats fell by 31% 
in 2013. In December, the price of oats 
was €  134/tonne, while the average price 
was €  195/tonne in January. The average 
price of oats during 2013 was €  168/tonne, 
which was lower than in 2012. 

The wheat price fell by about a quar-
ter during 2013. At the beginning of the 
year, the average price for wheat was about 
€  229/tonne, but by December it had fall-
en to €  183/tonne. The price of rye fell 
slightly during 2013. The price of rye was 
€  225/tonne in January, while the average 
price in December was about €  197/tonne. 
The average price of rye for the whole year 
was €  218/tonne, which was almost the 
same as that for 2012. 
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Areas under horticultural production in 2007–2013, ha.

2007 2008 2009 2010 2011 2012 2013

Production in the open, total 15,357 15,533 15,734 16,032 16,213 15,753 15,708

Vegetables grown in the open 8,405 8,146 8,378 8,731 9,034 8,562 8,650
Berries 6,283 6,300 6,278 6,206 6,094 6,100 6,028
Fruits 669 690 685 696 702 700 706

Greenhouse production, total 399 392 375 369 360 335 341

Vegetable production 242 240 231 231 226 211 220
Ornamental plants 157 152 143 138 134 124 122

Source: Ministry of Agriculture and Forestry, Support Register.

production of cultivated berries and apples, 
nursery production and greenhouses. In 
some cases, the cultivation of mushrooms 
and potato production under cover are also 
included in horticultural production.

Cultivation areas and horticulture 
enterprises

In 2013, the area of horticultural produc-
tion was about 15,700 ha. In total, the area 
has remained unchanged compared with 
the previous year. With regard to produc-
tion types, the production areas of vegeta-
bles cultivated in the open and berries fell 
slightly from the previous year, similarly 
to the cultivation of ornamental plants in 
greenhouses. Instead, the production area 
of fruit increased. Similarly, the production 
area of greenhouse vegetables turned into 
an increase after several years of decline.

In 2013, there were a total of 3,900 
horticulture enterprises in Finland, of 
which 3,000 were engaged in production 
in the open and 1,300 were greenhouse en-
terprises. Some of the enterprises practice 
both outdoor and greenhouse production. 
In 2013, the average area of production in 
the open was 5.25 ha per enterprise and 
the average greenhouse area was 2,960 m2 

per enterprise.
Strong areas for vegetable cultivation 

in the open include Satakunta and Varsi-
nais-Suomi. North Savo is an important 
berry production region, while most of the 

The prices for oilseed crops fell 
throughout the year. In 2013, the aver-
age price of turnip rape and oilseed rape 
was €  409/tonne, while the average price 
in 2012 was €  468/tonne. The prices were 
highest at the beginning of the year, but 
the prices fell during the year. 

In contrast to cereal prices, the price 
of potatoes rose in 2013 from the previous 
year. The average price of ware potatoes 
was €  240/tonne, while in 2012 the aver-
age price was €  160/tonne. Potato prices 
were stable at the beginning of the year un-
til June, when the price was €  310/tonne, 
after which they started to fall. By Decem-
ber 2013, the price had fallen to €  150/
tonne, which was about half of the price 
in December 2012.

The cereal prices in Finland were below 
the prices paid in Central Europe through-
out the year. On the domestic market, the 
prices are slow to react to a rise in the price 
level, while a fall in the EU prices is quite 
rapidly reflected on the Finnish market. 
Strong fluctuations in the prices appear 
to have become a permanent feature on 
the cereal market, which means that farms 
should prepare for the market risks caused 
by these fluctuations better than before.

2.3. Horticultural production

In Finland, horticulture is considered to 
comprise vegetable production in the open, 
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apple production takes place in the Åland 
Islands, southwestern Finland and western 
Uusimaa. Ostrobothnia, the Närpiö region 
in particular, is a significant concentration 
of vegetable production in greenhouses. 

Weather conditions

The raspberry crop suffered from the ex-
treme cold in March and the sunny weath-
er. In particular, sensitive varieties, such as 
Glen Ample, suffered from the winter. 

However, in vegetable production in 
greenhouses, the sunny weather in March 
was more than welcome after the dark Jan-
uary and February. The increase in natural 
light enlivened plant populations, produc-
ing unusually good crops in ear-
ly spring.

The spring was warm with 
relatively no frost. This pro-
duced benefits to blooming ber-
ry plants and the summer flow-
er season. Early vegetables were 
planted one week later than the 
year before. However, in a few 
previous years, it has been pos-
sible to plant vegetables earli-
er than usual. Lettuce seedling 
started at the end of April, to-
gether with onions and carrots. 

The early summer was hot, 
which led to a record early straw-
berry season. Normally, the first 
strawberries are ripe around 
Midsummer and the main crop 
season is in July. In 2013, the 
main crop season started as ear-
ly as in June, approximately one 
week earlier than usual. The early 
crop season caused problems in 
the availability of pickers.

Thanks to the sunny and 
warm summer, the quality of the 
apple crop was high, with the 
fruit showing the right amount 
of colour and taste. Summer va-
rieties and some autumn varie-
ties remained small due to the 

Areas under the most important horticultural products grown 
in the open and yields in 2013.

Area Yield Total
ha kg/ha 1,000 kg

Vegetables grown in the open
Garden pea 2,783 2,243 6,242
Carrot 1,582 44,753 70,800
Onion 1,113 20,543 22,864
White cabbage 556 39,243 21,819
Cauliflower 280 12,196 3,415
Beetroot 411 27,798 11,425
Swede 361 34,399 12,418
Gherkin 175 56,417 9,873
Chinese cabbage 157 16,242 2,550
Other plants 1,231 11,729 14,438

Total 8,649 20,331 175,844
– share of contract production 1,702 30,832 52,468

Berries and apples1

Strawberry 3,368 3,914 13,184
Black and green currant 1,518 1,017 1,544
Raspberries and raspberry- 
arctic bramble cross bred 408 1,806 737
Other berries 673 935 629

Total 5,967 2,697 16,094
– share of contract production 770 1,787 1,376

Apple 694 7,231 5,018

1 Crop yielding area 
Source: Information Centre of the Ministry of Agriculture and Forestry, 
Register of Horticulture Enterprises 2013.

heat, whereas winter varieties were nor-
mal in size. The harvesting weather in au-
tumn was very good thanks to the long 
and dry autumn. 

Production in the open

In terms of the surface area, garden pea is 
the most common vegetable, with a culti-
vation area of nearly 2,800 ha in 2013. In 
terms of the crop volume, carrot was the 
most important vegetable with a produc-
tion volume of nearly 71 million kg. On 
the basis of the area, carrot was the second 
most important outdoor vegetable with a 
cultivated area of nearly 1,600 ha. Other 
significant vegetables included onion with 
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Producer prices for the most important horticultural products in 2007–2013, €/kg.

2007 2008 2009 2010 2011 2012 2013

Greenhouse production
Rose (€/unit) 0.42 0.47 0.46 0.47 0.45 0.45 0.48
Tomato 1.32 1.40 1.32 1.58 1.50 1.74 1.77
Cucumber 1.34 1.21 1.21 1.27 1.26 1.40 1.49

Production in the open
White cabbage 0.58 0.56 0.42 0.49 0.48 0.52 0.65
Onion 0.60 0.48 0.43 0.56 0.57 0.56 0.69
Carrot 0.47 0.48 0.47 0.49 0.56 0.64 0.72
Strawberry 3.58 3.90 3.52 3.24 3.58 3.49 3.56
Apple 1.53 1.28 1.20 1.48 1.59 1.57 1.66

Sources: Kasvistieto Ltd., Glasshouse Growers Association.

Areas under greenhouse vegetables (m2) and 
yields (kg/m2) in 2013.

Area Yield Total
1,000 m2 kg/m2 1,000 kg

Total1 2,180 36 78,515

Tomato 1,040 37 38,335
Cucumber 575 62 35,897
Other vegetables 565 8 4,283

1 Does not include potted vegetables.
Source: Information Centre of the Ministry of Agriculture 
and Forestry, Register of Horticulture Enterprises 2013.

a cultivated area of 1,100 ha and head cab-
bage with an area of 560 ha. 

Of berries, strawberry is clearly the 
most important in terms of the total area 
and volume. In 2013, the area of strawber-
ry was nearly 3,400 ha and its total volume 
was over 13 million kg. Other important 
berry plants included black and green cur-
rants with a cultivated area of 1,500 ha, as 
well as raspberry and arctic bramble. The 
cultivated area of fruit, mainly apple, was 
660 ha in 2013. 

Greenhouse production

In 2013, the total area of vegetable pro-
duction in greenhouses was 248 ha and or-
namental plant production in greenhous-
es was 128 ha. A total of 78 million kg 
of greenhouse vegetables were produced. 
Tomato is the most important greenhouse 
vegetable in terms of cultivated area and 
yield. In 2013, the cultivated area of to-
mato was 104 ha and its total yield was 
38 million kg. Tomato is cultivated around 
the year in some 30 ha. The remaining area 
covers traditional cultivation over the sum-
mer.

In 2013, the cultivated area of cucum-
ber was 58 ha, of which 20 ha covered pro-
duction around the year. The total yield of 
cucumber was 36 million kg. Of all cucum-
bers sold in Finland, 80% have been pro-
duced in Finland.  

In 2013, the area of potted plants was 
30 ha. The majority of potted vegetables 
are cultivated around the year. Lettuce is 
the most important potted vegetable with 
an area of 24 ha. A total of 87 million pot-
ted vegetables were produced in 2013.

The production of cut flowers grown 
in greenhouses has continued to decrease. 
In 2013, the cultivated area of cut flowers 
and plants was under 7 ha, while the area 
of cut flowers in 2000 was still 50 ha. Rose 
is the most important cut flower. 

The production of blooming potted 
plants has remained fairly stable at 11 mil-
lion plants. The production of bulbous 
plants fell slightly from the previous year, 
being 64 million plants in 2013. The most 
important blooming potted plants were 
narcissus (3.2 million), poinsettia (1.9 mil-
lion) and begonia (1.6 million). The most 
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in the open. Usually, the producer price 
is low during the main crop season when 
the domestic supply is high. The supply of 
stored products decreases during the stor-
age period, which usually raises the prices. 

As regards the prices of stored vegeta-
bles, such as carrot, head cabbage and on-
ion, it should be noted that they include 
the crop from two different seasons. In 
the early part of 2013, crop from the year 
2012 was still being sold, and it was not 
until the summer when the first early vege-
tables came to the market, causing the con-
ditions of the 2013 crop season to affect 
the prices.

In early 2013, onion and carrot suf-
fered unusually high storage losses due to 
diseases, meaning that 10% fewer Finnish 

stored vegetables were in stock than 
usual during the same period. Low 
stock levels kept early-year prices 
higher than the year before. In April, 
the exports of head cabbage to Rus-
sia started, and the Finnish price level 
remained good.

The head cabbage yield during 
the 2013 crop season was lower than 
usual. The price of head cabbage 
was good at the end of the year. For 
greenhouse vegetables, the market is 
congested at times when supply is 
temporarily higher than demand, re-
sulting in lower product prices. In the 
2013 crop season, the tomato market 

Producer prices for greenhouse cucumbers and toma-
toes from 2010 to 2013, €/kg. Source: Kasvistieto Ltd.

Producer prices for certain vegetables grown in the 
open from 2010 to 2013, €/kg. Source: Kasvistieto Ltd.

important bulbous plant was tulip 
with a production volume of 59 mil-
lion. The production volume of bed-
ding plants was 39 million, of which 
violet was the most important with a 
volume of 11 million.

Organic horticulture

In 2012, organic vegetables were pro-
duced in the open by 144 enterprises. 
The cultivated area of organic vege-
tables was 200 ha. Measured by the 
area, the most important organic veg-
etables were carrot (54 ha), garden 
pea (38 ha) and onion (36 ha). The 
share of organic vegetables from the total 
area and yield was 2%.

Organic berries were produced by 233 
enterprises. In terms of area, currants were 
the largest organic plants with an area of 
267 ha. The area of organic strawberry was 
108 ha. Organic apples were produced by 
57 enterprises over an area of 40 ha. The 
share of organic berries from the total area 
was 9%. Instead, organic berries made up 
only 2% of the total yield.

Horticultural product market

Strong seasonal and annual variation is 
characteristic to the producer prices and 
volumes of horticultural products grown 
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Return calculation of horticulture at current prices, € million.

2007 2008 2009 2010 2011 2012 2013e
PRODUCTION IN THE OPEN
Vegetables 99.7 96.6 102.2 106.9 130.8 109.9 136.7
Berries and fruits 46.7 55.4 54.2 48.1 66.1 66.9 64.9
Nursery production 31.7 30.0 32.1 34.1 34.1 27.1 28.4
Total 178.1 182.0 188.5 189.1 231.0 203.9 229.9

GREENHOUSE PRODUCTION
Ornamental plants 98.7 99.0 97.5 88.1 82.8 80.8 79.6
Vegetables 135.9 147.7 150.4 151.9 176.1 157.2 190.0
Total 234.6 246.7 247.8 240.0 258.8 238.0 269.6

Return at producer price, total 412.7 428.7 436.3 429.0 489.8 441.9 499.5

SUPPORT PAYMENTS
Support for greenhouses 38.2 37.3 36.5 36.5 35.6 32.9 29.9
Storage aid for horticulture products 1.8 2.0 2.1 2.1 2.0 2.1 2.4
Environmental support 9.4 9.0 9.0 9.1 9.3 8.9 8.8
Single payment 2.9 3.1 3.2 3.3 3.4 3.3 3.2
LFA support 2.9 2.8 2.8 2.9 2.9 2.8 2.8
Other support 0.9 0.9 0.9 0.9 0.9 0.9 0.9
Total 56.1 55.1 54.5 54.8 54.1 50.9 48.0

RETURN ON HORTICULTURE, 
TOTAL 468.8 483.8 490.8 483.8 543.9 492.8 547.5

Sources: Information Centre of the Ministry of Agriculture and Forestry Tike, Support Register and Horticulture Statis-
tics, Kasvistieto Ltd., Finnish Glasshouse Growers’ Association.

was congested in summer when the sunny 
and warm weather produced a high yield. 
The cucumber market was well balanced 
throughout the crop season. Towards the 
end of 2013, there was even an occasion-
al shortage of cucumber, which raised the 
price of cucumber to a record high.

For potted vegetables, demand was 
high throughout the summer. In potted 
vegetable production, the rapid product 
development of lettuce and herbs provides 
consumers continuously with new prod-
ucts, increasing demand. 

Return calculation

The return calculation of horticulture com-
prises the market value of the crop pro-
duced and calculated subsidies for the hor-
ticultural production area and products in 
stock. The estimated return on horticul-
ture in 2013 was €  547 million.  

The unusually high returns were based 
on two key factors. The first factor was the 
price of outdoor vegetables with a signifi-
cant market value, such as carrot, onion 
and head cabbage.

Another factor was the growth in the 
production volumes of potted vegetables 
and herbs in greenhouses compared to 
the previous year, which increased the re-
turns on these plants. There was no nota-
ble change in the production volumes of 
cucumber and tomato compared to the 
year before. Instead, the higher price of 
cucumber increased the returns on green-
house vegetables. 

Returns on ornamental plants cultivat-
ed in greenhouses continued to fall. Even 
though the price level of ornamental plants 
remained fairly unchanged compared to 
the previous year, the fall in the produc-
tion area of cut flowers reduced the total 
returns on ornamental plants.
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Producer price of milk in EU-28 countries and in Fin-
land in 2011–2013.
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EU dairy market situation and outlook

Jyrki Niemi

High milk prices, induced by strong global demand, triggered a significant rebound 
in milk production in the second half of 2013, more than offsetting the decrease of 
the first months of the year. The number of EU dairy cows increased significantly in 
2013, thus leading to expectations that milk production should increase in both 2014 
and 2015.

Although no significant surge in the EU milk production is expected after the quota 
system is abolished in 2015, higher milk availability should allow grasping export 
opportunities in world markets, in particular for milk powders and cheese. These are 
the main conclusions of the analysis by market experts within the Directorate General 
for Agriculture and Rural Development of the European Commission1. 

Milk production increased significantly in Estonia, the Netherlands, Ireland, Den-
mark, Belgium and Germany and in 9 countries milk deliveries exceeded the production 
quotas in 2013/2014. This overshoot was particularly high in the Netherlands where 
a milk price of 44.0 €/100 kg in December 2013 was a strong incentive to produce 
despite the perspective of paying a surplus levy of 28 €/100 kg. By contrast, in Poland 
where the milk price was lower (at 37.2 €/kg in December 2013) there was less incen-
tive to overshoot the quota. 

In 2014/15, for the last year of the dairy quota system, the Member States already 
producing at quota level in 2013/14 are expected to maintain a strong level of produc-
tion provided that milk prices remain high and feed prices remain at their current levels. 
In addition, production in France and the United Kingdom could grow substantially 
as these two countries are underutilizing their quota.

EU milk production could increase further by 1.8% in 2014. No spectacular surge 
in production is expected in 2015 after the quota system is abolished because significant 
growth took place already and milk prices might not remain as high as in 2013 and 2014.

Milk and dairy products prices remain high 

In December 2013, EU milk prices reached a record level of 40.4 €/100 kg, 18% 
above December 2012 level. Similarly dairy products prices have significantly risen 

in 2013 with powders and butter 
prices about 30% higher than in 
2012. In the first 3 months of 2014, 
prices were still very firm and only 
EU butter prices started decreasing 
from their very high levels. 

World dairy prices have also 
remained firm in spite of high milk 
production in the main world dairy 

1 European Commission 2014. Short Term Out-
look for arable crops, meat and dairy markets in 
the European Union, Winter 2014. Directorate 
General for Agriculture and Rural Development - 
Short Term Outlook – N°8  http://ec.europa.eu/
agriculture/ markets-and-prices/index_en.htm
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Milk production in EU countries in 2008–2012, million kg.

Country 2008 2009 2010 2011 2012 Change % 
2008–2012

Germany 27,466 27,461 29,076 29,764 29,703 8.1
France 23,793 22,905 23,576 24,698 24,246 1.9
Great Britain 13,350 13,237 13,582 13,805 13,591 1.8
Netherlands 11,295 11,469 11,626 11,642 11,675 3.4
Italy 10,489 10,500 10,500 10,480 10,598 1.0
Poland 8,893 9,140 9,002 9,309 9,858 10.8
Spain 5,834 5,742 5,877 5,838 6,089 4.4
Ireland 5,090 4,944 5,327 5,536 5,379 5.7
Denmark 4,581 4,734 4,830 4,800 4,927 7.5
Belgium 2,849 2,954 3,067 3,101 3,072 7.8
Austria 2,717 2,716 2,771 2,896 2,964 9.1
Sweden 2,987 2,933 2,862 2,850 2,861 -4.2
Czech Republic 2,433 2,354 2,312 2,366 2,429 -0.2
Finland 2,254 2,281 2,289 2,255 2,254 0.0
Portugal 1,886 1,868 1,829 1,842 1,861 -1.3
Hungary 1,425 1,407 1,322 1,308 1,398 -1.9
Lithuania 1,376 1,274 1,278 1,317 1,360 -1.1
Rumania 1,051 992 904 897 888 -15.6
Slovakia 946 852 800 812 851 -10.0
Latvia 634 595 625 662 718 13.3
Estonia 606 612 621 642 665 9.8
Greece 706 685 673 639 637 -9.7
Croatia 599 675 624 626 602 0.6
Slovenia 524 517 520 526 535 2.1
Bulgaria 705 600 565 549 514 -27.1
Luxembourg 265 271 282 281 278 4.8
Cypros 152 152 151 153 154 0.9
Malta 40 40 40 40 40 0.0
EU-28 134,945 133,909 136,930 139,634 140,148

Source: Eurostat.

producing regions: the US (+0.9% in January 2014 compared to 2013) and New-
Zealand (+4.6% in December 2013 compared to 2012). This highlights that demand 
remains strong especially in China where domestic milk production decreased by 5.7% 
in 2013. As a consequence, prices should remain firm through 2014.

More dairy cows in EU farms 

The number of dairy cows in the EU is growing. The number of dairy cows has 
increased for the second year in a row in the EU-15: by 0.9% in 2012 and an esti-
mated 1.3% in 2013. The 2013 increase is particularly pronounced in the Netherlands 
(+3.6%), Spain (+3.6%), Ireland (+2.1%), Germany (+1.8%) and France (+1.5%). 
By contrast the 2013 number of dairy cows decreased in Denmark, Portugal and the 
United Kingdom. In Spain, the impact of the herd recovery on the milk production 
should be seen in the coming months driven by the lower feed prices. 

In the EU-N13, the estimated number of dairy cows is still decreasing (-0.9%) 
because of the on-going restructuring of the dairy sector. In Poland, which has the 
third largest herd in the EU, dairy cows number fell by 2% while, thanks to the strong 
growth in yields, milk production is going on increasing. The decrease in herd is also 
significant in Slovakia, Hungary and Lithuania. However, the number of dairy cows 
is increasing in Romania and the Czech Republic. 



34

Milk production and the amount of milk delivered to 
dairies in Finland from 2003 to 2013. Source: Informa-
tion Centre of the Ministry of Agriculture and Forestry.

2.4. Livestock production

Milk

The volume of milk delivered to dair-
ies in 2013 totalled 2,200 million li-
tres, which was 1.5% and 32 million 
kg higher than in 2012. The amount 
included nearly 41.2 million litres 
of organic milk (+10%). According 
to the estimate of Gallup Food and 
Farm Facts, the 2014 milk output will 
be 2,245 million litres (+1%). 

The number of milk producers 
fell by 5% in 2013, meaning that the 
decrease was slower than in the previous 
year. At the end of the year, milk was pro-
duced on 8,825 farms, of which 131 (-6%) 
were organic. The number of dairy farms 
has decreased by 61.5% from the begin-
ning of the millennium, but milk output 
has fallen only by 6.4%. However, the pro-
duction of organic milk has increased by 
153% during the 2000s. 

The average dairy herd size increased 
to 31.3 cows in 2013. Some 20% of all 
farms had 40 or more cows. These farms 
have nearly 50% of all cows. There were 
more than 200 farms with more than 100 
dairy cows. 

Even though Finnish milk production 
is lower than consumption, there is sig-
nificant need for exports in single product 
groups. A significant part of the fat con-
tained by milk produced in Finland is still 
used in the manufacture of exported prod-
ucts, which is reflected in the export vol-
ume of butter. Instead, milk protein is used 
in Finland. 

Exports make up a large portion of 
production, particularly in terms of but-
ter and milk powders. The exports of but-
ter increased to 24.6 million kg (+16.5%), 
causing butter stocks to decrease.  Yo-
ghurts were both exported (+7%) and im-
ported (+0.1%), totalling 35.2 million kg. 
The imports of other packaged liquid milk 
totalled 15 million kg and that of unpack-
aged liquid milk amounted to 40 million 

litres. The exports of liquid milk other than 
yoghurt increased by 12.6%.

Altogether 67 million kg (+10.8%) 
of cheeses were imported and 45.9 mil-
lion kg (+2%) were exported. The share 
of imported cheeses out of total consump-
tion increased slightly as only 50% of all 
cheeses consumed were of a Finnish ori-
gin. The consumption of imported cheeses 
has grown by 1–2 percentage points a year 
over the past 20 years.

Beef 

In 2012, meat production in Finland to-
talled 386.9 kg, with total consumption 
being 404.5 million kg. In addition to beef, 
the production of turkey meat has fallen 
below its consumption level.

In 2013, Finland produced a total of 
80.3 million kg of beef, being on par with 
the previous year. The consumption of 
beef fell by 2% to 98.2 million kg. Of the 
total consumption, nearly 22% comprised 
imported beef. According to the estimate 
of Gallup Food and Farm Facts, some 97 
million kg of beef will be consumed and 81 
million kg will be produced in 2014. 

The number of bovines slaughtered 
was 266,251 (+0.7%), of which 52% 
were bulls, 32% cows and 15% heifers. 
The number of bulls and cows slaugh-
tered was slightly lower than the year be-
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Production of beef, pigmeat, poultry meat and eggs in 
Finland from 2003 to 2013. Source: Information Centre 
of the Ministry of Agriculture and Forestry.

fore, but the number of heifers slaughtered 
increased by 6.6%. 

The increase in the average slaughter 
weights has decelerated the fall in beef pro-
duction volumes. In 1996–2010, the av-
erage slaughter weight of bulls increased 
by 71 kg but has decreased since. In 2013, 
the average slaughter weight of bulls was 
336 kg (-0.2 kg), that of heifers was 240 
kg (-3.7 kg) and that of cows was 281 kg 
(-1.4 kg).

The number of farms specialised in beef 
production was 3,500, of which 1,800 had 
suckler cow production. The number of 
suckler cows has more than doubled dur-
ing the 2000s. In May 2013, there were 
57,300 suckler cows in Finland (-1%). 

Some 118,600 calves were sold for 
rearing (+0.5%), of which the majority 
comprised colostrum calves. The average 
weight of calves sold was 113 kg. 

In 2013, a total of 22.4 million kg was 
imported to Finland, while 1.5 million kg 
of beef was exported. Imports increased by 
2% and exports by 64%. The volume of 
frozen stocks nearly doubled. Stocks had 
more 4.7 million of beef at year-end. Po-
land, Denmark, Germany and the Nether-
lands made up 75% of total imports. More 
than half of beef products were imported 
from Sweden where Finnish meat compa-
nies also operate. Beef was mainly export-
ed to Sweden and Estonia.  

Of other ruminants, the total pro-
duction of sheep meat was 0.9 million kg 
(+2%) and its consumption was 3.2 mil-
lion kg (-10%). 

Pork

In 2013, Finland produced 194.5 million 
kg pork. After a few years with decrease 
in production quantity, 2013 pork produc-
tion increased by nearly 1% from the year 
before. Pork consumption nearly reached 
the previous year’s level, being 193.9 mil-
lion kg (-0.5 %). An increase in producer 
prices contributed to the recovery of pro-
duction but, at the beginning of 2014, Eu-
ropean pig farms were once again having 
doubts over the supply situation becoming 
fiercer. According to the estimate of Gallup 
Food and Farm Facts, pork production in 
2014 will fall to 193 million kg but con-
sumption will remain at 194 million kg. 

More than 2.1 million pigs were 
slaughtered in Finland (+0.1%). The aver-
age slaughter weight of fattening pigs rose 
to 88.9 kg (+0.8%). The average slaugh-
ter weight has increased by nearly 7 kg 
over the past decade. The number of sows 
slaughtered decreased by 5%. The num-
ber of piglets sold (1.5 million) was 1.6% 
higher than the year before. The average 
weight of piglets sold increased to 31.1 kg 
(-0.4 kg). 

In April 2013, Finland had 125,000 
sows (-6%) and 489,700 fattening 
pigs of at least 50 kg (+2.6%). The 
number of pig farms was 1,600 (-8%). 
These changes also indicate the im-
proved efficiency of production and 
the increase in slaughter weights as 
the number of sows has fallen by 31% 
and that of boars by 62% during the 
2000s. At the same time, the num-
ber of fattening pigs has increased by 
21%. Regionally, production has cen-
tralised in Varsinais-Suomi, Satakun-
ta and three Ostrobothnian regions, 
housing 75% of all pig production.
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Livestock production in Finland from 2003 to 2013.

Dairy milk Beef Pigmeat Eggs Poultry meat
million litres million kg million kg million kg million kg

2013 2,220 80 194 67 111

2012 2,188 80 193 62 107
2011 2,190 82 202 63 102
2010 2,222 82 203 62 96
2009 2,215 81 206 54 95
2008 2,188 80 217 58 101
2007 2,226 87 213 57 95
2006 2,279 85 208 57 88
2005 2,293 84 203 58 87
2004 2,304 91 198 58 87
2003 2,323 94 193 56 84

Source: Information Centre of the Ministry of Agriculture and Forestry.

Pork was imported by 33.5 million 
kg (-11%) and exported by 32.1 million 
kg (-8%). This means that Finland is a net 
exporter of pork, even though to a very 
small extent. In addition, imports and ex-
ports cover different cuts of the carcase. 
The most important countries of exports 
were Russia, Estonia, Sweden, New Zea-
land and South Korea. Exports to Russia 
increased by 50%:

Imported pork made up 18% of total 
consumption. Most pork imports originat-
ed from Germany, followed by Denmark, 
showing an increase in imports. Of these, 
Germany has strongly increased its pork 
production during the 2000s. Pork prod-
ucts were mainly imported from Germany 
and Sweden. 

Poultry meat 

In 2013, poultry meat production in Fin-
land totalled 110.9 million kg and con-
sumption was 105.7 million kg. Poultry 
meat production increased by 3% and con-
sumption by 4% from 2012. Some 92% of 
production was made up by chicken meat. 

The production of chicken meat to-
talled nearly 102.3 million kg (+4%) and 
that of turkey meat was 7.3 million kg 
(+9%). Of total consumption, 96.6 mil-

lion kg (+5%) was chicken and 8.8 million 
kg (-5%) turkey. In addition, 1.2 million 
kg of other poultry meat was produced. 
Turkey meat production was slightly over 
half of the top year 2005. 

According to the estimate of Gallup 
Food and Farm Facts, poultry meat con-
sumption in 2014 will be 109.6 million kg, 
of which 100.4 million kg will be chick-
en and 8.7 million kg turkey. According 
to the estimate, the production volume of 
poultry meat will be 114.2 million kg, of 
which 107 million kg will be chicken and 
7.2 million kg turkey. The market outlook 
for chicken in in general more favourable 
than that of other meats, and an increase 
in poultry meat production is expected in 
the coming years. 

In terms of volume, 3.2% more chick-
ens were slaughtered than in 2012. The av-
erage slaughter weight (1.65 kg/bird) was 
close to the year before. The number of 
turkeys slaughtered fell by 11.4% and their 
average weight (9.5 kg/bird) increased by 
0.2 kg. 

In 2012, 13.2 million kg of chicken 
meat (+13%) and 3.2 million of turkey 
meat (-10%) was imported to Finland. 
The most chicken meat was imported 
from Brazil, Thailand, Denmark, Germany 
and the Netherlands. Meat products were 



37

Market prices for livestock products in selected 
EU countries in 2013, €/100 kg1.

Milk Pigmeat Beef 
(bull)

Poultry 
meat2

Eggs3

Finland 44.91 178.07 407.59 269.70 118.4
Sweden 38.71 189.38 404.88 248.94 208.9
Denmark 37.11 159.51 399.34 256.98 178.3
Estonia 32.95 173.66 305.78 181.54 103.6
Germany 35.89 173.97 384.18 261.80 107.7
France 33.86 178.07 407.59 269.70 107.9

1The average price of January–December, except for 
milk January–September. 2Sale price at slaughterhouse, 
3Sale price at packaging plant. 
Source: European Commission. 

The producer prices of the most important live-
stock products in Finland from 2003 to 2013 
including production support (€/100 kg, milk 
€/100 l)1.

Milk Beef Pig-
meat

Poultry 
meat

Eggs

2013 47.14 310 174 154 117

2012 46.26 281 163 142 116
2011 43.90 253 146 131 96
2010 40.59 240 137 120 88
2009 40.11 247 141 124 87
2008 44.79 241 144 130 92
2007 39.05 221 132 114 77
2006 36.90 212 126 109 62
2005 35.55 205 128 114 60
2004 36.37 190 120 117 74
2003 37.31 186 115 117 80

1The milk producer price comprises the price of stand-
ard milk which includes the quality portion and other 
premiums but not production subsidies or quota pay-
ments. The estimated retroactive payment of 3.4 cents/l 
has been added to the 2012 price of milk.
Source: Information Centre of the Ministry of Agricul-
ture and Forestry.

mainly imported from the same countries. 
Imports made by nearly 14% of chicken 
consumption and up to 38% of turkey 
consumption. Turkey meat was mainly im-
ported from Poland and Germany where 
there is large-scale turkey production. The 
processing rate of imported meat has in-
creased because the majority of imports 
was made up by meat products. The ma-
jority of imported carcase meat was made 
up by boneless meat. 

Finland exported 19.3 million kg of 
chicken meat (+8%) and 2.2 million kg 
of turkey meat (+21%). Chicken meat was 
mainly exported to Russia and the Baltic 
countries. Significant volumes of turkey 
meat were also exported to Sweden and 
Poland. Exports mainly comprised meat 
with bones. Instead, imports consisted 
mainly of boneless meat.

Eggs 

In 2013, the volume of eggs delivered 
to packaging totalled 67.5 million kg 
(+8.5%). In addition, less than 1% of pro-
duction has been delivered to other uses, 
mainly to direct sales or farm household 
use. Production increased from the year 
before. The production of organic eggs 
increased by 16.6% but its share of total 
production was only 4%. The volume of 
eggs produced in barn systems increased 
by 8% and that of eggs produced in bat-
tery cages grew by 6%.

Of all eggs, 34% were produced in 
barn systems and 62% in enriched bat-
tery cage systems. Starting from the be-
ginning of 2012, eggs cannot have been 
produced in unenriched battery cages. In 
the first half of 2012, production fell by 
8%, meaning that the recovery of egg pro-
duction by more than 15% during the first 
four months of 2013 can be explained by 
the previous year’s slump.

Egg consumption totalled 50.6 million 
kg (+3.5%), while egg exports amounted 
to 7.8 million kg (+21%). Some 7.5 mil-
lion kg was used in egg products, meaning 

that total consumption was 58.1 million 
kg (+4.5%). Egg products were exported 
by 3.8 million kg (-16.6%). Exports made 
up one-sixth of the total egg production. 

In April 2013, there were about 3.4 
million laying hens in Finland (+8%). Egg 
production is estimated to increase slightly 
in 2014.



38

beef types was €  3.10/kg (+11%). 
The price payable for heifer meat was 
€  2.99/kg and that payable for cow 
meat was €  2.22/kg. The Finnish 
price of beef rose above average EU 
prices. In the long-term, the Finnish 
price has been fairly close to the aver-
age EU price.

The price payable for male calves 
was €  151.5/calf, i.e. 1% lower than 
the year before. Instead, the price 
payable for male colostrum calves 
rose by 6% to €  91.6/calf.

The average price paid for pork 
was €  1.74/kg (+7%). The aver-
age price paid for fattening pigs was 

€  1.78/kg (+7%). The average price pay-
able for piglets (30 kg) was €  66.8 (-0.3%), 
which was at the previous year’s level. Both 
the prices of piglets and pork were higher 
in Finland than in the EU on average.

The average price paid for poultry 
meat was €  1.54/kg carcass weight (+8%). 
The poultry product (whole chicken) used 
in EU price monitoring does not represent 
the Finnish market properly.

The average price paid for eggs was 
€  1.17/kg (+1%). There are price differ-
ences between production types. The av-
erage price paid for eggs produced in barn 
systems was 11 cents/kg and that paya-
ble for organic eggs was nearly €  1.56/kg 
higher than that paid for eggs produced in 
cage systems.

Producer prices of beef, pigmeat, poultry meat and 
eggs in Finland from 2009 to 2013. Source: Informa-
tion Centre of the Ministry of Agriculture and Forestry.

Producer price of milk in Finland from 2009 to 2013. 
Source: Information Centre of the Ministry of Agricul-
ture and Forestry.

Producer prices 

The market prices of livestock products in 
the EU influence their prices in Finland. 
However, Finnish prices have certain spe-
cial characteristics. For example, the mar-
ket prices of pork and milk vary less in Fin-
land than in many other EU countries. In 
Finland, there is an oversupply of eggs and 
their producer prices have been low com-
pared to other parts of the EU. The prices 
paid to Finnish milk producers are slightly 
higher than in the EU on average, and the 
seasonal variation in prices is also stronger 
in Finland. 

In 2013, the producer price of stand-
ard milk, including quality premiums, was 
€  43.48 per 100 l (+2%). In addition, 
€  7.47 per 100 l was paid in production 
subsidies. The average price of regu-
lar milk was €  39.78 per 100 l, mean-
ing that various premiums made up 
€  3.7 per 100 l of the price of stand-
ard milk. The final price of milk is de-
termined when dairies complete their 
financial statements and the retroac-
tive payments based on dairy results 
are decided upon. In 2012, the aver-
age retroactive payment was €  3.66 
per 100 l. 

The average price paid to the 
producer for bull meat in 2013 was 
€  3.54/kg, being 10% higher than the 
year before. The average price of all 
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Average consumer prices of some foodstuffs in 
January from 2012 to 2014, €/kg.

2012 
January

2013 
January

2014 
January

Wheat flour 0.61 0.68 0.68
Rye bread 3.83 3.80 4.01
Beef roast 14.26 16.56 16.87
Slivered pork 7.88 8.98 9.45
Chicken breast fillet 12.86 13.40 13.79
Light milk, €/litre 0.86 0.90 1.10
Emmenthal cheese 13.33 14.09 14.13
Eggs 3.44 4.27 4.09
Butter 5.68 5.98 6.10
Margarine 3.12 3.18 3.30
Tomato 3.93 3.59 4.33
Potato 0.67 0.98 0.83

Source: Statistics Finland, consumer price statistics.

Development of  average consumer price index 
and the consumer price index of foodstuffs in 
Finland in 2000–2013, 2000=100.

Price index
of foodstuffs

Consumer
price index

2013 142.2 125.9

2012 133.9 124.1
2011 127.3 120.7
2010 120.9 116.7
2009 125.4 115.3
2008 122.9 115.3
2007 113.2 110.8
2006 110.9 108.1
2005 109.2 106.2
2004 108.9 105.3
2003 108.1 105.1
2002 107.4 104.2
2001 104.4 102.6
2000 100.0 100.0

Source: Statistics Finland.

2.5. Food market

Consumer prices

In 2013, food prices rose by 6.2% in Fin-
land. The annual change in the consumer 
price index was 1.5%, which means that 
the rise in food prices was clearly more rap-
id than the general inflation trend. 

Food prices started to rise towards 
the end of 2010 and kept on rising until 
May 2013. However, the rise decelerated 
in the second half of the year. Food prices 
changed at the turn of the year when the 
new agreements negotiated by trade and 
industry and the increases in VAT and can-
dy tax entered into force.

The consumer prices of meat products 
increased by 7% from 2012 to 2013. The 
consumer price of pork increased by more 
than 8%, that of beef by 6% and that of 
poultry meat by nearly 7%. The consum-
er prices of fish and seafood rose by more 
than 10% in 2013.

However, the consumer price of milk 
showed exceptionally strong growth in 
2013, which was a consequence of the in-
crease in wholesale prices resulting from 
the statement of the Finnish Competition 

and Consumer Authority. The consumer 
price of liquid milk rose by nearly 20% in 
April 2013. 

The consumer price of butter was 
an average 3% higher than the year be-
fore. Furthermore, the prices of other milk 
products increased by 3%. Sugar showed 
an increase of 6% in the consumer price.

In 2013, the consumer prices of ce-
real products were more than 4% higher 
than in the previous year. At the same time, 
the consumer prices of fruit, berries and 
vegetables increased by 10%. Apples were 
18% more expensive than the year before. 
Moreover, the consumer price of potato in-
creased by more than 13% in 2013.

The consumer prices of eggs were 7% 
higher than in 2012. However, the in-
crease in the consumer price turned to a 
decline towards the end of 2013. Between 
July and December, the consumer price fell 
by nearly 7%.

In the 2000s, food prices have risen 
much faster than general consumer pric-
es. From 2000 to 2013, food price has 
increased by more than 42%. Over the 
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Average consumer prices of some foodstuffs in 2009–2013, €/kg.

2009 2010 2011 2012 2013 Change % 
2012–2013

Light milk, €/litre 0.89 0.79 0.84 0.87 1.05 20.69
Butter 4.59 3.86 4.66 5.84 6.12 4.79
Margarine 3.11 2.76 3.04 3.12 3.20 2.56
Emmenthal cheese 12.86 12.57 13.13 13.82 14.13 2.24
Beef roast 12.62 12.10 13.54 15.87 16.88 6.36
Pork fillet1 12.27 11.80 11.02 12.37 13.62 10.11
Chicken breast fillet 11.68 11.28 12.47 13.12 13.75 4.80
Eggs 2.99 3.00 3.25 3.93 4.25 8.14
Wheat flour 0.60 0.52 0.61 0.60 0.69 15.00
Rye bread, portion size 3.79 3.59 3.83 3.85 4.05 5.19
Tomato 3.58 3.67 3.18 3.24 3.08 -4.94
Potato 0.76 0.76 0.68 0.83 0.94 13.25

1 From 2011 pork tenderloin.
Source: Statistics Finland, consumer price statistics.

Food prices (excluding VAT) in Finland and certain EU countries in 2005–2013. 

same period, the consumer price index 
has grown by 26%. Relative to the level 
of earnings, food has, however, become 
much cheaper as wages have increased by 
57% in the 2000s.

According to international price com-
parisons published by Statistics Finland, 
food is 18% more expensive in Finland 
than in the EU on average. However, in 
most Nordic countries, food is more ex-
pensive than in Finland.

One reason for food being more ex-
pensive in Finland than in central Europe is 

the high value added tax (VAT) rate, which 
is the second highest in the EU-15 area 
even though the VAT payable on food has 
fallen from 17% to 14%. In Denmark, tax-
ation on food is even heavier than in Fin-
land.

Reviewed by the standardised EU 
consumer price index, the development of 
food prices accelerated in Finland in 2013. 
Before 2013, price development was close 
to the average level in euro countries. This 
can be explained by the reduction in VAT 
rates in 2009, as a result of which the con-
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Consumption of milk products, margarine, meat and eggs per capita in 2001–2012, kg. 

Liquid 
milk1

Butter Marga  rine Cheese Ice cream
(litres)

Beef Pigmeat Poultry 
meat

Eggs

2012e 182.8 4.2 .. 21.9 18.7 36.0 18.7 10.6

2011 182.8 4.0 .. 20.9 12.3 18.6 36.4 18.2 10.0
2010 183.3 3.3 7.5 19.0 13.6 18.6 34.9 18.2 9.8
2009 183.9 3.0 7.5 18.7 12.9 17.8 34.4 17.5 9.5
2008 186.0 2.8 7.5 18.4 12.6 18.2 35.3 17.2 9.4
2007 189.9 2.5 7.5 17.5 13.3 18.7 34.9 17.6 9.5
2006 183.9 2.8 7.5 19.1 13.7 18.5 34.3 15.8 9.3
2005 184.0 2.6 6.6 18.6 14.0 18.6 33.5 16.1 9.4
2004 186.2 2.8 6.6 18.4 13.2 18.6 33.8 16.0 9.4
2003 185.1 2.7 6.8 16.7 13.7 18.0 33.5 15.8 9.3
2002 190.0 3.0 7.6 16.6 13.5 17.9 31.9 15.4 9.7
2001 191.7 3.5 7.8 16.5 13.3 17.9 32.7 14.5 9.7

1 Including liquid milk, sour milk products and cream.
Sources: Gallup Food and Farm Facts, Information Centre of the Ministry of Agriculture and Forestry.

sumer prices of food fell by 4.3% in Fin-
land. When examining the price develop-
ment of food without the VAT impact, 
only in Great Britain has the increase in 
food prices been quicker than in Finland 
within the EU-15 area. 

New EU member states, such as Esto-
nia, Lithuania, Hungary and Bulgaria, and 
the financial crisis victim, Iceland, have 
shown the strongest growth in food prices. 
In euro countries, food prices have risen by 
0–3% in 2006–2013. In 2013, food prices 
in Finland have increased by 5% more than 
in other euro countries.

However, an international price com-
parison is not that straightforward. The 
prices are still affected by many national 
characteristics and eating habits. For exam-
ple, the fact that Finnish consumers value 
the domestic origin and are willing to pay 
a higher price for Finnish food raises the 
price level of food shown in the statistics.

imports or distribution of specific prod-
uct groups, such as alcohol beverages, ciga-
rettes or other product groups. These small 
specialised wholesale companies make up 
33% of the entire market.

However, the remaining 67% of the 
wholesale value is generated through a 
wide product assortment of general whole-
sale. This field is dominated by a few major 
corporations, revolving around two oper-
ating principles. 

Retail wholesalers, such as Inex Part-
ners, Ruokakesko and Tuko Logistics, can 
be labelled as purchasing companies be-
cause they have a stable customer base 
within their groups. The other operating 
principle concerns general wholesalers that 
distribute a large selection of products to 
the hotel and restaurant sector, kiosks or 
other single retail units. The largest general 
wholesale enterprises include Heinon tuk-
ku, Metro tukku, Kespro and Meira Nova. 

The retail market structure has been 
centralised for long but the development 
was fairly conservative before the EU era. 
Two leading chains dominated 58% of the 
market in 1980, and the same figure was 
62% in 1995. 

Wholesale and retail trade

The wholesale market is operated by a to-
tal of 1,300 enterprises but the majority of 
these are small companies specialised in the 
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Market shares of retail companies in 2004–2013.

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
S Group 34.3 35.9 39.9 41.0 42.4 43.2 44.1 45.2 45.6 45.7
K Group 35.3 35.9 33.4 33.9 33.7 34.2 35.0 35.3 34.7 34.0
Suomen lähikauppa* 10.0 10.8 11.9 11.9 11.3 10.2 9.0 7.8 7.3 7.0
Spar** 6.8 6.2 0.5 - - - - - - -
Lidl 2.8 3.7 4.1 4.7 5.0 5.1 4.8 4.8 5.5 6.6
Other companies 10.8 9.5 10.2 8.4 7.6 7.3 7.1 6.9 6.9 6.7
Total 100 100 100 100 100 100 100 100 100 100

*Earlier Tradeka. **From 2006 M Group; in 2007–2008 included in "Other".
Source: AC Nielsen.

Key figures on the Finnish food industry in 2002–2012.

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Turnover (at current price, billion €) 8.4 8.5 8.9 8.9 9.2 9.7 10.5 10.3 10.2 10.8 11.2
Turnover (at 2012 price, billion €) 10.0 10.0 10.5 10.3 10.6 10.9 11.3 11.1 10.8 11.2 11.2
Personnel (thousands) 38.0 38.2 37.5 36.7 35.9 35.7 34.6 33.5 32.6 33.2 32.5
Real turnover per person (at 2012 price 
thousand €) 262 262 279 282 295 304 327 330 333 336 344

Source: Statistics Finland, Finnish Enterprises 2002–2012.

In the 2000s, the retail sector has seen 
significant reorganisation measures be-
tween the major chains. The total market 
share of the two leading retail chains was 
66% in 2000, increasing to nearly 70% by 
2005. In recent years, the centralisation 
has accelerated even further, causing the 
market share of the two largest chains to 
rise up to 80%. 

S Group has expanded particularly 
strongly after 2005 and its gap to Kesko 
has grown up to 10 percentage points. In 
2013, the market share of S Group showed 
moderate growth, whereas Kesko’s mar-
ket share declined slightly. According to 
research company Nielsen, the market 
share of S Group was 45.7% and that of 
K-Group was 34%. 

Suomen Lähikauppa, which recently 
reduced its shop network by 70 units, held 
7% of the market in 2013. According to 
Nielsen’s estimate, the German Lidl chain 
had a market share of 6.6%. From 2012, 
Lidl increased its share by 1.1 percentage 

points. The market share of Lidl is quick-
ly closing the gap to Suomen Lähikauppa. 

The number of special shops, such as 
bread, organic and local food shops, has in-
creased every year. In five years, their num-
ber has nearly doubled to 900 shops. In 
2013, special shops increased their sales by 
nearly 12%. However, special shops make 
up only 1.7% of the total grocery sales.

The structural development of retail 
trade is also reflected in that the Finns are 
concentrating their food purchases into 
large shop units which cover an ever-in-
creasing share of the daily goods sales. The 
share of hypermarkets increased from 15% 
to 25% in 2008 and exceeded 27% in 2011 
when Kesko opened six and S Group two 
new hypermarkets.

At the beginning of 2014, there were 
a total of 3,171 units selling daily goods, 
excluding special shops and market hall 
shops. The number of small shops in rural 
and sparsely populated areas has reduced 
by over half during the EU era. 
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Trend in the real turnover per labour in food industry by sectors. Sources: Statistics Finland, Finnish 
Enterprises 1995–2012, calculations by MTT.

Turnover of Finnish meat and dairy industry and certain other sub-sectors of food industry at 2012 
prices. 

*Includes soft bread, crispbread and biscuit manufacture.

Food industry

In 2012, the turnover of the food industry 
increased by €  347 million to €  11.2 bil-
lion. The increase in turnover was caused 
by growth in earnings in the domestic mar-
ket because exports fell slightly at the same 
time. 

The increase in turnover indicates that 
the growth in cereal prices and raw mate-
rial and other costs started in 2010 was 
transferred to the 2012 product prices. Af-
ter all, there is no significant increase in 
food consumption in Finland.

Employment in the food industry fell 
to the 2010 level after an increase in 2011. 
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The number of employees amounted to 
slightly over 32,500, being 667 fewer than 
the year before. As a result of the 2% de-
crease in the number of employees and the 
increase in turnover, the real turnover per 
person grew by €  8,000 to €  344,000 in 
2012. 

The turnover per person developed 
very differently between industries but, 
compared to the 1995 level, the 2012 fig-
ures show growth in nearly every industry. 
At the prices of 2012, the real turnover of 
the food industry per employee has risen 
from €  230,000 to €  344,000 during Fin-
land’s EU membership, i.e. by nearly 50%. 
A number of industries, such as the meat, 
fish, plant oil, mill, feed and confectionery 
industries, have shown much faster growth 
than on average. 

Improved efficiency is also reflected 
in a smaller number of jobs, especially as 
major corporations with a nationwide net-
work of facilities have centralised their pro-
duction geographically to larger facilities, 
while closing down some smaller units.  

The dairy industry and meat process-
ing are the two largest sectors in the Finn-
ish food industry. The dairy industry has 
grown more steadily over the recent years, 
whereas the strong fluctuation in feed pric-
es and difficulties in exports have pushed 
down the turnover of the meat in-
dustry after the peak year 2007. Milk 
production is clearly less dependent 
on cereal feeds than meat production.

Foreign trade

In 2013, Finnish food exports stayed 
close to the previous year’s level for 
the second year in succession. The 
value of food exports from Finland 
totalled €  1,590 million, which is 
0.6% less than in 2012.

After long stagnation in the early 
2000s, Finnish food exports rose to 
a whole new level at the end of the 
first decade. The fluctuating develop-

Exports and imports of agricultural and food products 
(CN 01–24) in 1993–2013. Source: National Board of 
Customs, ULJAS database.

ment in recent years shows that food ex-
ports are still sensitive to market changes 
in the Baltic Sea region. The rapid growth 
in exports started in 2006 came to a stop in 
2009 due to the global economic crisis. In 
2010–2012, exports recovered in the Rus-
sian markets, but declined in the tradition-
al EU markets in 2012–2013. 

However, imports have grown rapidly. 
In 2013, the value of food imports to Fin-
land totalled €  4,825 million, which is 5% 
higher than the year before. Due to the 
rapid growth in imports, the foreign trade 
deficit of foodstuffs rose steeply by €  224 
million from 3,011 million to €  3,235 mil-
lion. 

The deficit has traditionally been 
caused by the import volumes of fruit, 
vegetables, raw coffee, alcoholic beverag-
es and tobacco. Other important imported 
products include vegetables, cheeses and 
cereal products. In recent years, Finnish 
food production has also faced competi-
tion with imports in product groups that 
offer Finnish alternatives, such as meat and 
fish products. 

Foreign trade statistics of agrifood 
products include such plant-based raw ma-
terials that never end up in dining tables. 
The imports of palm oil used in the pro-
duction of biofuels doubled between 2007 
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and 2010 but fell by half to €  100 
million in 2011–2012.

In 2013, relatively no palm oil 
was imported because the produc-
tion of biofuels in Finland has shift-
ed to the use of animal-based fat as 
raw material. In other words, the 
discontinued imports of palm oil re-
duced the deficit of the food balance 
by €  100 million.

The geographical distribution of 
imported agricultural products and 
food changed slightly in 2013. The 
growth in imports was wholly attrib-
uted to EU countries, the older mem-
ber states in particular. The share of 
non-EU countries fell to 24%. The 
majority (65.8%) of imported food origi-
nated from older EU member states. The 
share of food imported from new EU 
member states increased slightly, being 
10% in 2013. 

With regard to growth in exports, the 
Russian market continues to play key part. 
In 2013, the value of food exported to 
Russia totalled €  442 million, representing 
growth of 4% from the year before. Rus-
sia has for long been the most important 
country, and its share of exports has varied 
from 20% to 26%, being up to 27.8% in 
2013. All in all, more than half of all food 
exported from Finland has been distrib-
uted to the neighbouring countries, 
with the share being more than 57% 
in 2013 (Sweden 17.7%, Estonia 9% 
and Norway 2.7%).

The most significant single prod-
uct group in food exports is dairy 
products. The exports of dairy prod-
ucts increased to €  520 million, and 
the industry’s share from total exports 
rose from the previous year’s 30% to 
nearly 33%. In 2013, the value of ex-
ported butter was €  103 million, that 
of exported cheese was €  166 million 
and that of exported whey was €  91 
million.

The dairy industry is the only 
Structure of Finland’s food exports in 2013 (%). Source: 
National Board of Customs, ULJAS database.

Total value: €  1,590 million

Structure of Finland’s food imports in 2013 (%). Source: 
National Board of Customs, ULJAS database.
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field in the Finnish food sector which 
has maintained a positive trade balance 
through the EU membership. Tradition-
ally, the surplus has been more than €  100 
million. In 2013, it grew by nearly 30% 
to €  134 million thanks to the favourable 
price and market situation.

Less cereal was exported in 2013 than 
the year before, totalling €  130 million. 
Both wheat and oat exports declined in 
2013. Only the exports of barley increased, 
showing a growth of 20% from the previ-
ous year. Other important export articles 
include meat, alcohol beverages, and sugar 
and confectionery products.
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3. AGRICULTURAL POLICY

Finnish agricultural policy is founded on 
the support schemes set down in the com-
mon agricultural policy of the EU, i.e. di-
rect payments funded by the EU and the 
co-funded less-favoured area (LFA) and 
agri-environment payments. 

These are supplemented by national 
aids, which comprise the northern aid, na-
tional aid for southern Finland, national 
top-ups to the LFA payments, and certain 
other aids.

3.1. Common agricultural 
policy of the EU

The common agricultural policy (CAP) 
has been implemented for more than 50 
years. From the very beginning the main 
objectives were to improve the productiv-
ity of agriculture and balance the food mar-
kets, as well to secure the supply of food, 
a reasonable standard of living for farmers, 
and reasonable prices for the consumers.

Since then these objectives have been 
supplemented by other aims, in particular, 
those relating to environmental issues, 
which reflect the demands of the so-
ciety that have arisen over the recent 
decades.

The share of expenditure which 
arises from the CAP in the EU budg-
et is very high indeed, about 42% of 
the total budget in 2013. It should 
be born in mind, however, that in the 
other sectors the integration does not 
go as wide and deep and there is no 
common policy in the same way as is 
being implemented in the agriculture 
sector through the CAP.

The CAP is comprised of the so-
called first and second pillar. Most of 
the funding (75%) is allocated to the 
first pillar, mainly market support and 

single farm payments. The rest of the fund-
ing (25%) is used for rural development 
measures under the second pillar (Rural 
Development Programmes).

As an outcome of the policy reforms 
during the past two decades the direct pay-
ments to farmers now constitute a lion’s 
share of the EU agriculture expenditure. 
In the early 1990s most of the CAP funds 
were still used for export refunds of agri-
cultural products and other market inter-
ventions.  

CAP reforms since 1992

As a result of the policy reforms of 1992 
and 1999 the intervention prices of agri-
cultural products in the EU were lowered 
closer to the world market prices. The 
price reductions were compensated for by 
means of direct payments, which is why 
support payments based on the arable area 
and livestock numbers gained a central po-
sition in the CAP.

In the policy reform of 2003 most of 
the EU payments for arable crops and live-
stock were transferred to the decoupled 

Structure of the common agricultural policy (CAP).
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single payment scheme (SPS). At the same 
time new conditions relating to the envi-
ronment, maintaining the condition and 
productivity of the land, food safety, ani-
mal welfare, and occupational safety were 
incorporated into the scheme. 

In November 2008 the EU agricul-
ture ministers again decided on a reform 
of the CAP, also called the health check. 
The decision continued the earlier reforms 
and strategic outlines, aimed to increase 
the market orientation of EU agriculture. 
Decoupled payments are now applied even 
more widely and some of the remaining 

production restrictions were abolished to 
allow the farmers to respond better to the 
market demand.  

The most recent CAP reform decided 
in 2013 was launched by the Commission 
Communication issued in autumn 2010. 
This was followed by wide discussions on 
the future agricultural policy between the 
EU institutions, states, EU citizens and 
various stakeholders. The process aimed 
at drafting the new legislation was started 
in October 2011 when the Commission 
published its legislative proposal concern-
ing the CAP reform.

Agricultural support per year in EU-28 by Member State on average in the programming period 2014–
2020. 

Country Direct payments 
under Pillar I,

€ million 
per year 

on average 

Change from 
the period 

2007–2013, 
%

Rural develop-
ment payments 
under Pillar II, 
€ million per 

year on average 

Change from 
the period 

2007–2013, 
%

Share of 
the MS of EU 
agricultural 
support, %

France 7,483 -4.2 1,417 14.3 15.9
Germany 5,069 -4.9 1,173 -19.9 11.1
Spain 4,932 -2.3 1,184 -9.7 10.9
Italy 3,785 -6.5 1,492 1.4 9.4
Great Britain 3,576 -2.5 368 -5.5 7.0
Poland 3,030 -1.0 1,562 -29.0 8.2
Greece 2,173 -5.7 599 -5.9 5.0
Rumania 1,828 2.6 1,144 -13.2 5.3
Hungary 1,270 -3.3 493 -22.0 3.1
Ireland 1,212 -3.3 313 -23.6 2.7
Denmark 895 -6.0 90 -4.5 1.8
Czech Republic 873 -3.4 309 -33.8 2.1
Bulgaria 785 -2.3 334 -22.6 2.0
Netherlands 752 -7.4 87 -10.4 1.5
Sweden 698 -2.8 249 -21.2 1.7
Austria 682 -3.1 563 -15.0 2.2
Portugal 585 1.1 580 -12.9 2.1
Finland 524 -2.9 341 -4.0 1.5
Belgium 518 -7.1 79 -1.2 1.1
Lithuania 476 16.1 230 -20.5 1.3
Slovakia 389 -0.7 270 -17.6 1.2
Latvia 258 50.6 138 -20.0 0.7
Croatia 202 - 332 - 1.0
Estonia 150 31.3 104 -12.5 0.5
Slovenia 136 -4.6 120 -20.7 0.5
Cyprus 50 -5.7 19 -30.3 0.1
Luxembourg 33 -3.2 14 -7.8 0.1
Malta 5 -8.8 14 10.7 0.0
EU-28 42,368 -3.2 13,620 -13.5

Source: Little et al. 2013. European council conclusions on the multiannual financial framework 2014–2020 and the CAP.
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CAP until 2020 

Political understanding on the out-
lines and content of the CAP until 
2020 was reached in June 2013, when 
the European Commission, Council 
and Parliament were finally able to 
reconcile their positions after two 
years of negotiations, which especial-
ly towards the end became more and 
more intense.

This time the political decision-
making process was particularly in-
teresting as the agreement was pre-
pared under a completely new insti-
tutional structure. This was the first 
time when the European Parliament 
had the power to decide on the out-
come on an equal standing with the 
other institutions. Earlier the Council as 
the main decision-making body of the EU 
made the decisions based on Commission 
proposals.

Because of the new co-decision pro-
cedure and the long process of stakehold-
er consultation in 2010–2011, reaching 
an agreement took longer than had been 
planned and the implementation of the 
new policy did not start in the beginning 
of 2014. Thus, for the most part, the appli-
cation of measures under the earlier policy 
was extended to the year 2014.

The negotiations led to an agreement 
which lays the basis for a new common ag-
ricultural policy to be implemented from 
2015. The new CAP includes the so-called 
greening of direct payments, and it aims 
for more even distribution of payments 
among the Member States. Most of the 
main elements of the current policy have 
been retained, even reinforced.

The reform not only puts an end to 
the liberalization trend which gained 
strength in the middle of the first decade 
of the 2000s, but in some respects it actu-
ally “turns back the hands of time”. In fact, 
the new policy allows some degree of re-
coupling of EU payments to the produc-

tion of certain commodities.
The reform contains measures which 

aim to improve the supervision of the com-
mercial interests of the producers and re-
inforce the position of producer organiza-
tions so that they could have more nego-
tiating power relative to the actors at the 
end of the supply chain. The reform also 
entitles the Member States to develop an 
insurance scheme and income stabilization 
tool by means of EU co-funding.    

Distribution of EU support for 
agriculture

The reform of the EU agricultural policy 
for 2014–2020 included cuts to the agri-
culture budget due to the tightening eco-
nomic situation in the EU. As a whole the 
EU support payments to agriculture were 
cut by 5.9% compared to the program-
ming period 2007–2013. Direct payments 
under the first pillar were reduced by about 
3.2%, while the rural development funds 
were cut by as much as 13% from the pre-
vious period.

The amount of direct EU payments to 
Finland decrease by 2.9% from the pro-
gramming period 2007–2013, which is 

Direct 
payments 41.4
Market 
interventions 2.2
Other 0.5

Agriculture € 44.1 billion

EU budget for 2014, € billion

Rural
development 
€  15.2 billion 

Regional policy 

Administration
Other expenditure

Improving 
competitive-
ness

International 
activity  

Total 
€142.6 
billion
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less than in the EU on average. The ru-
ral development payments to Finland were 
cut by 4%.

The only countries that will receive 
more agricultural support than in the 
previous period are Estonia (7.7%), Lat-
via (12%), Lithuania (0.3%) and Malta 
(5.3%).

The greatest cuts were targeted to 
the EU funding for agriculture in Cyprus, 
the Czech Republic and Poland. This was 
mainly due to the reduction in the pay-
ments for rural development for the peri-
od 2014–2020. Proportionally the reduc-
tion in rural development funding is the 
greatest in the Czech Republic, where the 
amount of support under the second pillar 
is about a third lower than in the previous 
period. In Euros the amount of agricultur-
al support falls the most in Poland, where 
rural development payments account for 
a significant share of the total amount of 
support for agriculture.

More than half of the EU agricultural 
support still goes to the largest Member 
States France, Germany, Italy and Spain. 
Of these countries the support for Ital-
ian agriculture was cut the most, by 6.5% 
from the previous programming period. In 
absolute terms the highest amount of agri-
cultural support goes to France.  

3.2. EU support payments 
in Finland

In 2014 the support under the CAP to 
the Finnish agriculture will total about 
€ 1,322 million. This consists of the CAP 
payments for arable crops and livestock 
(€ 530 million), less-favoured area (LFA) 
payments (€ 423 million) and environ-
mental support (€ 369 million). These are 
funded either by the EU alone or co-fi-
nanced by the EU and Finland.

CAP payments are an integral element 
of the common market organisations and 
they are funded in full from the EU budg-

et. The EU contributes a little more than 
a quarter of the LFA payments and envi-
ronmental support. The rest is paid from 
national funds.

Besides the EU support, in 2014 about 
€ 499 million will be paid to Finnish farms 
as national aid. The national aid scheme 
comprises the northern aid (€ 310 mil-
lion), national aid for southern Finland 
(€ 62 million), national top-ups to LFA 
payments (€ 119 million), and certain oth-
er national aids (€ 6.7 million).

Finland has been divided into seven 
support areas for the allocation of the pay-
ments. CAP support, environmental sup-
port, LFA payments and the national top-
ups to these are paid in the whole country. 

Northern aid is paid only in support 
area C. This has been divided into five ar-
eas for the differentiation of the aid. Na-
tional aid for southern Finland (so-called 
aid for serious difficulties) is paid in areas 
A and B.
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Because the agricultural policy of 
the EU has not been designed for farm-
ing in the northern conditions and main-
ly by small farms, Finland has to pay al-
most 60% of the necessary support for 
agriculture from national funds while 
only 40% comes from the EU agriculture 
budget. Still, Finland can be considered 
to have succeeded quite well in obtaining 
EU funding for agriculture. In the period 
2014–2020 the EU payments to Finnish 
agriculture will be about € 865 million a 
year, on average, of which about 39% are 
rural development payments. 

CAP support

Most of the so-called CAP support financed 
in full by the EU is paid through the single 
payment scheme adopted in 2003. In Fin-
land the single payment scheme is imple-
mented as the so-called hybrid model. For-
mer CAP payments were converted into 
payment entitlements, which consist of a 
regional flat-rate payment and farm-specif-
ic top-ups.

According to the cross-compliance 
conditions included in the CAP support, 
the arable lands must be kept in good 
farming condition and minimum require-
ments for animal welfare and state of the 
environment must be met.

By the reform agreed on in 2013 so-
called greening measures, i.e. environmen-
tal measures that go beyond the base level 
were included in the conditions of direct 
CAP payments from 2015. 30% of the 

national maximum amount of direct pay-
ments of each country must be reserved 
for greening. To be eligible for the pay-
ment the farm must have at least two/three 
crops in cultivation and at least 5% of the 
cultivation area must be left as ecological 
focus area.

In Finland 90% of the direct CAP sup-
port has been paid as decoupled single pay-
ments. In the health check of the common 
agricultural policy Finland was authorised 
to pay 10% of the support as coupled pay-
ments until 2013. Coupled CAP support 
has been very important for Finland, es-
pecially as regards the supply of domestic 
beef. 

Coupled support is paid for suckler 
cows, male bovines as well as ewes. Under 
the single payment scheme a total of € 9.2 
million a year is paid as coupled support 
for certain arable crops.

The possibility to apply coupled sup-
port payments stays in the EU agricultur-
al policy. The reform of 2013 even allows 
to re-couple the payments to the produc-
tion of certain commodities in the coming 
years. In Finland the share of coupled pay-
ments in the total amount of CAP support 
rises to 20% in 2015 and then decreases to 
18% towards the end of the period 2014–
2020. 

Less favoured area payments (LFA)

Certain rural regions in the EU have been 
defined as less favoured areas (LFA). The 
purpose of LFA payments is to ensure the 

Structure of CAP support from 2015.

Type of support Status Amount

Basic payment Mandatory Remaining share 
Greening Mandatory Fixed 30% share 
Natural constraint payment Optional Max 5%
Aid for young farmers Mandatory Up to 2% 
Coupled support Optional Max 8% or 13%, optional 2% to protein crop 

top-up 
Small farmers’ payment Optional Max 10%
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continuation of farming in these regions 
and keep the rural areas populated. In Fin-
land LFA support is paid for the whole cul-
tivated area of about 2.16 million ha.

The objective of the LFA payment is 
that agricultural production continues in 
spite of the adverse climate conditions due 
to the northern location, the number of 
farms develops in a controlled manner and 
economically viable farming units contin-
ue to exist, thus contributing to rural em-
ployment and promoting economic devel-
opment in rural areas.

After the agricultural policy reform the 
less-favoured areas will be called areas fac-
ing natural constraints (ANC). The whole 
of Finland continues to be entitled to the 
payment for such areas. The maximum 
amount of the payment in the so-called 
mountain area, i.e. in Finland support area 
C in the north, rises from € 210 to € 450 
per hectare, while in the rest of the country 
it will be 250 €/ha. Now the payment is 
150 €/ha in area A, 200 €/ha in area B and 
C1 and 210 €/ha in areas C2–C4.

In 2007–2013 the LFA payments to-
talled, on average, € 421 million a year. 
The amount budgeted for 2014 is € 423 
million. In the period 2007–2013 the aver-
age EU contribution to the LFA payment 

in Finland was 28%, while Fin-
land paid the remaining 72% 
from the national budget funds.

Environmental support

Agri-environmental support in-
troduced in 1995 compensates 
for income losses resulting from 
the reduction in the production 
and increased costs as farmers 
commit to undertake measures 
aimed to reduce environmental 
loading caused by agriculture. 

The support scheme is com-
prised of the basic and addition-
al measures and contracts con-
cerning special measures. The 

main goal is to reduce the load on waters. 
Besides this, the aim is to restrict emissions 
into the air, mitigate the risks due to the 
use of pesticides, and protect and manage 
rural landscapes and biodiversity. 

In the programming period 2007–
2013 the average of € 320 million per 
year was paid as environmental support. 
The average share of the EU contribution 
to environmental support was 28%. The 
funds for environmental support budget-
ed for 2014 total € 369 million, of which 
€ 262 million comes from national funds.

From 2015 onwards environmental 
support will be called environment pay-
ment, and the scheme comprised of three 
types of measures (basic, additional and 
special measures) will be replaced by meas-
ures targeted to specific parcels. 

The current environmental support 
scheme and the new environment pay-
ments are presented in more detail in 
Chapter 5.2 (pp. 72–75).

3.3. National aid 
The national aids paid in Finland comprise 
the northern aid, national aid for south-
ern Finland, national top-ups to LFA pay-

Agricultural support in Finland in 2007–2014, € million.
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ments and certain other payments. The aim 
is to ensure the preconditions for Finnish 
agriculture in different parts of the coun-
try and production sectors. The principles 
to be applied in determining the level and 
regional distribution of national aid were 
agreed in the membership negotiations. 
The aid may not increase the production, 
nor may the amount of aid exceed the total 
payments before the accession.

Northern aid

The Accession Treaty of Finland (Article 
142) allows the payment of national north-
ern aid to areas north of the 62nd parallel 
and adjacent areas (support area C). A lit-
tle over 1.4 million ha, 55.5% of the culti-
vable arable area in Finland, is eligible for 
this aid. 

Northern aid consists of milk produc-
tion aid and aids based on the number of 
animals and cultivated area. The northern 
scheme also includes the aid for green-
house production, storage aid for horticul-
tural products and wild berries and mush-
rooms and headage-related payments for 
reindeer.

Northern aid paid in 2014 will total 
about € 310 million. The most significant 

types of aid are the northern aid for milk 
production (€ 161 million) and northern 
aid based on livestock units (€ 100 mil-
lion).

The effectiveness of the northern aid 
is evaluated every five years. In 2007 the 
European Commission commissioned an 
evaluation of how well the objectives set 
for northern aid have been reached and 
whether the means applied are still feasi-
ble and justified. Based on the results the 
Commission and Finland discussed the fu-
ture and development needs of the north-
ern aid in 2008.

As a result of the agreement reached 
in December 2008, the aids for pig and 
poultry meat production were decoupled 
from the production in 2009, but coupled 
payments continue to be applied in cattle 
husbandry.

National aid for southern Finland

National aid for southern Finland, i.e. sup-
port areas A and B, was paid under Arti-
cle 141 of the Accession Treaty until 2013. 
This article has allowed the payment of aid 
due to serious difficulties resulting from 
the accession to the EU, but it does not 
define the concept of serious difficulties in 

Agricultural support based on the CAP in Finland (financed in full and part-financed by the EU), € mil-
lion.

2009 2010 2011 2012 2013prelim. 2014estimate

Total 1,323 1,322 1,335 1,324 1,330 1,322

CAP income support 552 545 541 539 539 530
Natural handicap payments 420 419 423 422 412 423

EU contribution 118 117 118 118 115 118
National financing 302 302 304 304 297 304

Environmental support* 351 358 372 363 379 369
EU contribution 98 101 107 107 112 107
National financing 253 257 265 256 267 262

EU financing, total 768 763 766 764 766 755
National financing, total 555 559 569 560 564 566

*Environmental support also includes payments relating to animal welfare and non-production investments.
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National aid for agriculture in Finland, € million (aid per production year).

2009 2010 2011 2012 2013 2014
estimate

Total 552.0 586.1 560.8 534.3 505.8 498.8

Northern aid 327.5 335.8 333.5 328.2 317.7 310.3
National aid for Southern Finland 89.6 86.2 83.4 74.9 62.4 62.4
National supplement to the LFA support 119.3 119.0 119.3 119.4 119.4 119.4
Other national aid 15.6 45.6 22.4 11.8 6.3 6.7

any more detail or limit the duration of 
the measure. The Finns have interpreted 
the article so that it gives the authorisa-
tion to the payment of the aid in the long 
term, while the Commission has seen it as 
a temporary solution. 

Finland has negotiated with the Com-
mission on the continuation of the aid 
based on Article 141 every few years. Ac-
cording to the outcome of the negotia-
tions reached in November 2007, Finland 
has granted both national direct aids and 
raised investment aid for livestock produc-
tion and horticulture in southern Finland 
in 2008–2013. 

The aid for ruminants was paid as cou-
pled aid during the whole period 2008–
2013. Instead, in the pig and poultry sec-
tors the aid has since 2009 been paid as 
decoupled single payments based on the 
production volumes of the farms in 2007.

In 2013 the aid under Article 141 to 
southern Finland totalled € 62.4 million, 
which is about 30% less than the € 89.6 
million paid in 2009. The total amount 
of aid under Article 141 was reduced the 
most in the last two years of the period, 
with the greatest cuts in the aid for pig and 
poultry farms. 

The period for the payment of the aid 
under Article 141 ended in 2013. This is 
why Finland submitted a proposal con-
cerning the national income and structural 
aids to agriculture in southern Finland for 
2014–2020 to the Commission in October 
2013. The proposal took account of the 

EU agricultural policy reform and the EU 
support instruments that are better suited 
to Finland. An agreement was reached in 
the negotiations between Finland and the 
EU in November 2013. 

According to the agreement the struc-
ture and financing of the national income 
aids in southern Finland paid in 2014 stay 
about the same as in 2013. From 2015, 
however, Finland transfers a significant 
share of the aids for specific products in 
southern Finland to the EU funded direct 
payments. This means that, in the future, 
milk and beef production, sheep and goat 
husbandry and cultivation of starch pota-
to and vegetables in the open will mainly 
be supported by a scheme based on EU 
support. 

The present type of national income 
aid will continue to be paid for pig and 
poultry husbandry and horticulture pro-
duction in southern Finland. However, the 
aid will no longer be paid under Article 
141 of the Accession Treaty but under Arti-
cle 149a for the new programming period. 
This new legal basis under the Communi-
ty law to continue the payment of nation-
al aid for agriculture in southern Finland 
was approved by the EU institutions in au-
tumn 2014. The amount of aid decreases 
to € 17.4 million by the year 2020.

National top-ups to LFA payments

National top-ups to LFA payments have 
been paid in the whole country since 2005 
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Number of objects of structural support and funds committed to these in 2009–2013.

2009 2010 2011 2012 2013

Number of decisions on subsidies 3,289 2,771 2,537 2,205 2,461
– building in dairy husbandry 415 292 295 276 293
– building in beef cattle production 151 106 94 87 83
– horticulture investments 92 67 63 55 51

Number of setting-up aids 495 542 535 544 597
Funds committed, € million 98.1 95.7 77.3 73.1 92.2

Source: Ministry of Agriculture and Forestry

based on an agreement reached in the ne-
gotiations between Finland and the Com-
mission in 2003. The basic top-up paid for 
the arable area may not exceed 20 €/ha in 
areas A, B and C1 and 25 €/ha in areas 
C2–C4. A raise for livestock not exceeding 
80 €/ha is paid for the arable area of live-
stock farms. In 2009 the payments totalled 
about 95% of the maximum according to 
the hectares. The total of the co-financed 
LFA payments and the national top-ups 
may not exceed the average of 250 €/ha.

3.4. Structural support for 
agriculture and farm 
relief services

Investment aid and early retirement

The agricultural investment aid and early 
retirement arrangements aim to promote 
growth in the farm size by reducing pro-
duction costs. In practice these forms of 
structural aid comprise subsidised inter-
est-rates, subsidies and state guarantees. In 
2014 interest-rate subsidy loans, mainly for 
financing production buildings on farms 
and acquisition of real estate and mova-
bles relating to the setting-up aid for young 
farmers, may be granted up to € 250 mil-
lion. The costs to the state from interest-
rate subsidies will total about € 31 million 
in 2014.

In 2014 the investments in livestock 
buildings, setting-up aid for young farm-
ers, building investments in greenhouses 
and building investments relating to re-
newable energy production are co-funded 
by the EU. Subsidies for other types of in-
vestments are financed nationally. The early 
retirement scheme offers the ageing farm-
ers the opportunity to give up the farm or 
its production. In 2014 the national subsi-
dies included in structural support are es-
timated to total € 87 million.   

Setting-up aid for young farmers sup-
ports the transfer of farms to the next gen-
eration. The estimated number of farms 
receiving the aid in 2014 is about 500. In 
2013 setting-up aid was granted to 597 
farms, which is about the same as in 2012 
and 2011. 

Farm relief services  

Farmers practising livestock production on 
a full-time basis are entitled to 26 days off 
per year. The Ministry of Social Affairs and 
Health is responsible for the management, 
control and coordination of the services. 
The purpose of the services is to ensure 
that farming activities continue uninter-
rupted during the holidays, as well as the 
availability of substitute help in case of ill-
nesses or accidents. In 2014 the funds used 
for the relief services to farmers and fur 
producers will total about € 225 million.



55

Milk quota abolition will intensify competition 

Csaba Jansik

Milk production in the European Union will be released from restrictions when the 
milk quota system is abolished in 2015. Preparation for the change began with a 
step-by-step increase in quotas in order to ensure a “soft landing” so that its restrictive 
impact will remain minimal.

Towards market-driven food production

The abolition of milk quotas is part of the EU Commission’s long-term strategic policy 
of reducing the control of agricultural policies and, at the same time, increasing the 
steering role of the market. The external and internal pressures in the EU, such as trade 
liberalisation, international trade relations and the need for cutting the agricultural 
budget, have all pointed to the need for a more liberal agricultural policy. The reforms 
over the past years, such as the phasing out of the intervention system, the removal of 
export subsidies, the reform of the sugar regime, and most recently the abolition of 
milk quotas, are all intended to enhance the transfer of policy control to market forces.

The changes in export subsidies and the intervention system were successful in their 
timing due to the favourable world market circumstances, with high global market 
prices. Fortunately, this also appears to be the case for the elimination of milk quotas. 
After the fluctuation in global market prices during the years 2008–09, milk product 
prices are again at record highs.

Although prices may well change by 2015, the basic market arrangement will not 
change over the next few years. The rapid growth in the consumption of milk products 
in developing countries such as China and India is keeping demand high. According 
to the leading forecasting institutions (OECD, FAO, Rabobank), supply will not be 
able to keep up with the demand, despite the expanding production of the developing 
countries themselves. The demand-driven dairy markets in the coming years will be 
well suited to the largest exporters, such as New Zealand and the EU. Consequently, 
this is the best possible time to implement the milk reform.

Winners and losers as a result of removing quotas

The experiences following the sugar reform suggest that EU member states will also be 
divided into winners and losers as a result of the abolition of milk quotas. Those nations 
that have the most competitive milk chains might be expected to raise their production 
and increase their exports. At the same time, the relative significance of the milk sec-
tors in the weakest nations will decrease and absolute production volumes will shrink.  

Even though milk quotas have lost their importance over the years, their fulfilment 
still signifies the different growth potential amongst the member states. Countries that 
have continuously struggled with the limits of the quota are becoming the EU’s most 
efficient producers. The removal of quotas is anticipated with enthusiasm, especially 
in the Netherlands, Denmark and Ireland, where stringent growth targets have been 
set and the leading businesses in the dairy industry are strongly export-oriented. The 
growth potential for the export of dairy products is also considerable in Germany and 
Poland, although their dairy industry structure is rather fragmented and competition 
among equally strong and mid-sized enterprises characterises the large domestic markets.
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Although quota ceilings have not been reached everywhere, the rising fulfilment 
percentage is an indicator of the growth potential. Of the Baltic nations, Estonia and 
Latvia in particular may be able to rapidly raise their milk production over the next 
few years. On the other hand, deterioration in the fulfilment percentage indicates a 
possible reduction in future production. Milk production may therefore decline from 
its current levels in many East European countries, as well as in Sweden and Finland. 
Typically, a decline in domestic milk production leads to more vigorous importation 
of dairy products.  

Europe’s milk production zone

As a result of these changes, a new milk production belt is being formed in Europe, 
which will stretch over the coastal regions of the Atlantic Ocean and Baltic Sea from 
Ireland via Bretagne to the Baltic countries. On the one hand, climate conditions have 
always specifically favoured milk production and grazing in the coastal regions. On the 
other hand, high prices over the last few years have raised the profitability of grains 
and oilseeds in Central Europe, where farms have to an increasing extent shifted their 
production to crops. As the focal area of milk production moves from the inland areas 
of the continent to the north and 
west, regions are specializing more 
distinctly in specific production 
lines in the EU.

Regional specialization is, of 
course, relative, and it does not 
mean the disappearance of milk 
production from other parts of Eu-
rope. For example, specialised milk 
production sub-areas are also form-
ing in Germany’s Bavaria, central 
Sweden and the C subsidy area of 
Finland. Similar areas can also be 
found in the mountainous regions 
of central or southern Europe. Europe’s milk production belt.

Fulfilment of milk quotas in European Union member states (Source: Versteijlen, H. 2013). 
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Competition for raw materials and consumer euros

Competitiveness is measured by success on the markets, and increasing milk production 
is a basic prerequisite for growth in the milk chain. Dairy businesses that have access 
to good-quality, affordable raw materials will be able to perform best during the post-
quota years. Competition will no longer be limited to that for the consumers’ money, 
but there will also be increasing rivalry for raw milk. An increasing amount of milk is 
being exported and imported for processing over national borders.

Foreign trade in the EU’s common market immediately increased after the expan-
sion in 2004 due to the large price differences over the pre-enlargement period. In 
recent years, the fastest growing dairy businesses have ensured their positions as well 
as their access to raw materials through corporate acquisitions and by importing milk 
from neighbouring countries. A ‘milk war’ has evolved in the Baltic countries, where 
the strong Lithuanian dairies have already purchased one-fourth of Estonia’s and one-
third of Latvia’s milk.

However, the competition is still strongest in the markets for end-products. The 
largest European dairies are targeting the world’s growing cheese and powder markets, 
but hundreds of dairies are also preparing for the post-quota rivalry on the EU common 
markets. The coming years will witness an intensifying rush of the EU member states 
into each other’s markets. The megatrends in retail, such as the growing popularity 
of the discount store chains and retailers’ own private labels, will further reinforce the 
sales channels and create new ones for foreign trade.  

Finland’s future is open

In Finland, the milk supply chain has been a major driver for the whole agricultural 
and food sector. The dairy industry has been a strong fortress of Finland’s food industry, 
concentrating on high added-value products and having succeeded in export markets. 
It is the only field that has preserved a positive foreign trade balance during the entire 
period of EU membership. In a large part of the northern subsidy region C, milk pro-
duction is the most or only relevant production line.

The structural development has been rapid. At present, the total number of dairy 
farms has fallen below ten thousand. The overall volume of production has declined 
only mildly, although the number of farms has continuously halved at ten-year intervals.

The impacts of the turbulence generated in the market as a result of the milk quota 
abolition will surely be reflected in Finland. The share of imports in the consumption of 
dairy products has steadily risen; for example, the share of imports in cheese consump-
tion exceeded 50% last year. From next year onwards, the pressure for importation will 
further increase. European trends in retail trade will also strengthen in Finland, with pri-
vate labels acquiring ever-larger shares in many milk product groups. Consumers have 
become more price sensitive, and loyalty to domestic products has been put to the test.

The milk quota abolition in the European Union is a significant milestone in the 
development of the dairy product market. The individual member countries, regions 
and businesses have prepared quite differently to participate in the intensifying race. In 
examining the competitive capability of the entire milk chain and its potential, Finland 
is not in the group of top countries, but neither is it among the bottom ones; rather, it 
is in the middle group, along with many others. Now is the time for important deci-
sions that will affect the milk sector in terms of Finland’s competitive ranking in the 
years to come.  
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4. ECONOMIC SITUATION OF AGRICULTURE

4.1. Development of results 
and profitability of agri-
culture and horticulture

MTT Economic Research calculates an-
nually the result and profitability develop-
ment of Finnish agriculture and horticul-
ture on the basis of the results of book-
keeping farms. The results are based on 
weighed data from about 900 bookkeep-
ing farms so that they indicate the average 
results of the 38,900 largest agricultural 
and horticultural farms in Finland. These 
account for more than 90% of the output 
of Finnish agriculture. The results have 
been calculated so that individual revenue 
and expense items and subsidies are allo-
cated as returns and costs to the year of 
production in accordance with the accrual 
principle. As a result, annual yields and 
production volumes, as well as variation in 
prices and subsidies, have a direct impact 
on the results of the reviewed year.

Fluctuating prices and markets

Market prices have a significant impact on 
the income of farmers and the profitability 
of farms. In recent years, the operating en-
vironment of agriculture and horticulture 
has been more uncertain than before. Due 
to the global economic cycles and chang-
ing climate conditions fluctuations in the 
prices of raw materials and products are 
growing. This has been particularly visible 
in cereal prices and many production in-
puts since 2007.

The prices of production inputs have 
for long increased more rapidly than pro-
ducer prices, which has increased costs 
and reduced profitability. In particular, 
the prices of fertilisers and feed have risen 
strongly. Over the past few years, the eco-
nomic recession has slowed down the in-
crease in input prices, while the prices of 
products have strengthened. However, the 

prices of cereal and oil plants turned to a 
steep decline in autumn 2013. 

In recent years, there has also been 
considerable variation in yields. After the 
record cereal harvest in 2009, harvest in 
2010 was the smallest in a decade. The 
2011 harvest was again better than normal, 
while the cool and rainy growing season in 
2012 led to serious crop damages in parts 
of the country.

Growing returns

Unfavourable prices and the poor market 
situation caused agricultural profitability 
to be very low at the end of the last dec-
ade. The economic situation tightened es-
pecially on crop, pig and cattle farms. The 
strengthening cereal prices and modest 
increase of costs improved the results of 
cereal and crop farms in 2010, while the 
economic situation in meat production re-
mained low due to the poor price relations.

In 2012, the average gross return of 
agricultural and horticultural farms in-
creased by 9% to €  136,400 per farm. 
The producer prices of cereal, oil plants 
and potato rose to a record breaking level 
at the end of the year, which increased 
the sales proceeds by 14%. Cereal output 
increased by one-third from the previous 
year. Furthermore, the increase in producer 
prices of meat continued, which raised the 
proceeds of livestock production by 10%. 
Other sales proceeds fell slightly, while the 
amount of subsidies increased by nearly 
8% to an average of €  50,900. Subsidies 
accounted for 37% of gross return in 2012. 
Subsidies also include investment subsidies 
allocated to years of service.

The rise in costs decelerated 

In 2012, production costs in agriculture in-
creased by 9% to an average of €  161,600. 
The increase in input prices decelerated, 
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being 4% on an annual level. The prices 
of fertilisers and fuels increased by more 
than 7% and those of purchased feed by 
5%. The increasing fertiliser and fuel costs 
increased the cost of production supplies 
by an average of 13%. Production supplies 
represent about 24% of the total costs. The 
use of hired labour increased and the cost 
rose to 15% from total labour costs. The 
interest cost of capital increased by 16% 
as a result of the growth in the amount 
of capital and the interest rates applied to 
equity.

After the deduction of costs, the en-
trepreneurial income, i.e. the labour and 
equity compensation for the farm family, 
increased by 5.5% to €  21,900 per farm. 
The entrepreneurial income is compen-
sation for own resources used in agricul-
ture and horticulture, the labour input of 
2,030 hours and the invested capital of 
€  318,400.

When costs are deducted from the 
entrepreneurial income, the resulting en-
trepreneurial profit was €  -25,300, tak-
ing all the production costs into account. 
The loss grew by €  2,400 from 2011. The 
costs exceeded the returns by 18%. The 
cost of own labour has been calculated on 
the basis of recorded working hours and 
the hourly wage of €  14.50 of agricultural 
employees.

Since 2010, the interest rate of equi-
ty has been defined for each farm as the 
sum of risk-free interest and farm-specific 
risk premium. The risk-free interest is the 
return on five-year Finnish government 
bonds. The company-specific risk pre-
mium is determined according to a spe-
cific calculation method on the basis of 
the variation coefficient of the operating 
result percentage, equity ratio and relative 
indebtedness. The average interest rate 
for equity was 5.3% in 2011 and 5.7% in 
2012.

Profitability is stagnant

The profitability of agriculture and hor-

ticulture has remained stagnant for three 
years. After hitting the bottom in 2009, 
profitability has returned to the average 
level of the past 10 years. Entrepreneurial 
income has not increased noticeably and, 
in real terms, has fallen by 2% a year. In 
2012, the profitability ratio was 0.47. The 
indicator is calculated by dividing entrepre-
neurial income by the sum of wage and in-
terest claims. This means that agricultural 
entrepreneurs received 47% of their target 
wages and interest. The entrepreneurial in-
come produced hourly wages of €  6.7 and 
a 2.6% return on equity.

On dairy farms, entrepreneurial in-
come increased by 16% to €  47,300 and 
the profitability ratio rose to 0.60. Gross 
return was 16% and production cost 14% 
higher than the year before, mainly due to 
the larger size of farms. Cost of supplies 
and interest cost of capital increased 20%, 
but other costs remained relatively un-
changed. The profitability of other cattle 
farms improved from the year before but is 
still clearly poorer than that of dairy farms. 

In recent years, the profitability of pig 
farms has suffered from poor price rela-
tions and changes in the subsidy system. 
The recovery of the market and prices 
seems to improve the finances of pig 
farms. Entrepreneurial income increased 
to €  40,900 and the profitability ratio rose 
to 0.56 in 2012. The real entrepreneurial 
income on pig farms rose above the av-
erage value of the past 10 years. Results 
improved the most on farms specialised in 
piglets and pork production.

In recent years, the profitability of ce-
real farms has fluctuated strongly due to 
cereal prices. After the poor years at the 
end of the last decade, profitability has 
improved but is still modest. Cereal mar-
ket prices nearly doubled in the crop year 
2010/2011 and have remained high ever 
since. Cereal prices reached a record high 
at the beginning of 2013. 

The benefits brought by the increase in 
cereal prices have mainly been overrun by 
increased costs. In 2012, entrepreneurial 
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income on cereal farms increased by 9% to 
€  11,000 and the profitability ratio rose to 
0.39. On other crop farms, entrepreneurial 
income was €  7,900 per farm and the prof-
itability ratio was 0.31.

Differences in profitability

There are no major differences in profit-
ability between farms representing the 
same production type in different subsidy 
areas. The differences are mainly caused by 
the different production structure of the 
areas. A profitability higher than the aver-
age value was reached in A, C2p and C3 
subsidy areas. The best profitability was 
achieved in the C2p subsidy area where 
the profitability ratio was 0.70. 

The profitability ratio of the most 
successful farms (the strong group) was 
€  42,400 on average, while the profitabil-
ity ratio was 0.83. Total capital produced 
returns of 3%. The entrepreneurial income 
of the poorest group (the weak group) was 
€  -2,600, meaning that no compensation 
was paid for own labour and capital. The 
cultivated areas and the number of live-
stock are clearly higher on strong farms 
than on weak farms.

There are also noticeable profitability 
differences between farms of the same pro-
duction type and size category. On aver-
age, the profitability ratio of dairy farms 
in the strong group was 0.94 but that of 
the weak group only 0.33. On larger dairy 
farms, the strong group reached its profit-
ability target, with the profitability ratio 
being 1.38. However, the profitability ra-
tio of the weakest quarter of farms of the 
same size was as low as 0.33.

Hourly earnings and return on assets

After deducting the interest claim for eq-
uity from entrepreneurial income, annual 
earnings were €  4,200 on average in 2012. 
When this is divided by the 2,030 working 
hours of the farm family, hourly earnings 
are €  2.1. This hourly wage can be com-

pared with the hourly earnings of regular 
wage earners. The real level of annual earn-
ings have been €  7,700 and hourly earn-
ings €  3.3 since 2005. According to fore-
cast, earnings in 2013 will be closer to the 
recent years’ average of €  7,000 and hourly 
wage will be €  3.6.

When the cost of own labour is deduct-
ed from entrepreneurial income, the return 
on equity, i.e. net result, was €  -7,500 on 
average. In percentage, return on equity 
was -3.3%. Income tax on agriculture and 
horticulture has not been deducted as ex-
penses from the net result.

In 2012, return on assets in agricul-
ture and horticulture was €  -4,500. This 
is obtained by adding interest paid to the 
net result. Average assets over the account-
ing period were €  413,300, with return on 
assets being -1.1%. This means that assets 
produced no return on average. Return 
on assets per production type varied from 
0.7% to -14.7%.

Solvency

In 2012, the total assets of agricultural 
and horticultural farms were €  422,100 
on average, of which equity comprised 
€  318,400 or 75%. The growth in busi-
ness size has increased the amount of capi-
tal needed. Currently, the capital per farm 
is 1.4 times greater than in 2005. Invest-
ment financing depends largely on exter-
nal capital and investment subsidies. The 
amount of debt has increased alongside the 
growth of capital, but the pace has slowed 
down clearly in recent years. Solvency has 
remained good, while relative indebted-
ness has turned into a decline. 

Equity accounts for 75% of the total 
assets of enterprises. The equity ratio was 
the highest on cereal farms (85%) and the 
lowest in greenhouse companies (38%). 
The amount of capital and debt is higher 
on poultry and pig farms, with greenhouse 
companies having the highest indebtedness.

The ratio between debt and returns, i.e. 
relative indebtedness, increased from 60% 
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Result and profitability development of agriculture and horticulture in 2000–2013e.

Profitability ratio by production types 
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in 2000 to 83% in 2009. After this, in-
debtedness has turned into a decline, while 
returns have grown faster than debt. This 
ratio is indicative of the financial risk of 
enterprises, which has partly been reduced 
by low interest rates. 

There are considerable differences in 
indebtedness between farms and produc-
tion types. Indebtedness is the highest on 
other cattle farms (88%) and the lowest on 
pig farms (54%). On slightly under 10% 
of farms, the amount of debt is nearly dou-
ble compared with the returns.

On the balance sheet, the asset items 
have been valued at fair values, and no in-
vestment subsidies or provisions used have 
been deducted from the asset values. The 
value of fixed assets acquired through in-
vestment subsidies is wholly included in 
the depreciation base, and subsidies are 
recognised as income, following the depre-
ciation on corresponding asset items. As a 
result, the key indicators calculated from 
financial statements give the true picture 
of the amount of the capital, as well as the 
solvency and profitability of enterprises.

Liquidity

The liquidity in agriculture and horticul-
ture is based on cash flow statements. In 
2012, cash returns increased by 7% to an 
average of €  131,600. Subsidies accounted 
for 38% of the returns. Short-term pro-
duction costs increased to €  88,900, show-
ing a growth of 10% from the previous 
year. As a result, operational surplus was 
€  42,700, which is 1% higher than the year 
before. 

Financial surplus fell by 2% to 
€  33,500 as financing costs and taxes were 
higher compared to the previous year. Fi-
nancial surplus comprises financial income 
which is disposable for investments, repay-
ment of loans and private household ex-
penditure. 

The net amount used for investments 
was €  22,700 per farm, i.e. 9% more 
than the year before. Investments have re-

mained relatively unchanged over the past 
few years. The amount of new loans taken 
out increased by 10% and repayment of 
loans by 5%, which is why the net change 
in loans grew.

Cash surplus fell by 8%, being 
€  14,700 on average. This amount was 
produced by business activities in agricul-
ture and horticulture to be used for the 
private consumption of the farm family.

Result and profitability forecasts

The 2013 result and profitability figures 
presented here are based on farm-specific 
forecasts calculated from the accounting 
data. They include any changes in prod-
uct and input prices and subsidies, as well 
as any regional changes in average yields 
of crops. Agricultural subsidies are actual 
2013 figures. The farm size, and produc-
tion and input structure are assumed to re-
main similar to the previous year. In other 
words, the calculation model does not take 
the impact of productivity development 
into account in the forecasted results. 

Farm-specific forecasts are weighed 
according to region, production type and 
size category in order to represent the av-
erage results of some 37,800 largest agri-
cultural and horticultural enterprises. The 
weighing is based on the farm structural 
statistics of the Information Centre (Tike) 
of the Ministry of Agriculture and Forestry, 
because of which the impact of structural 
changes is taken into account in the fore-
casts.

The forecast year’s weighed data is 
based on the results of the structural fore-
cast model of profitability accounting. The 
forecasts are calculated using a regression 
analysis over the period of 1998–2012. 
The number of farms decreases as smaller 
farms quit their production, in which case 
larger bookkeeping farms have been pro-
vided with higher weight factors in the 
2013 forecast. As a result, the structural 
and productivity development is taken into 
account in the forecast. 
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Preliminary results for 2013

According to the preliminary results for 
2013, the average gross return grew by 
4% to €  142,100. Sales proceeds rose to 
€  85,600, showing a growth of 6% from 
2012. The decrease in cereal prices reduced 
cereal returns by 8%. The amount of subsi-
dies fell slightly to €  50,800 per farm. The 
increase in input prices was only a couple 
of per cent in 2013, which slowed down 
the increase in costs. Costs excluding the 
wage and interest claim increased by 5% 
from the previous year. The costs were 
mostly increased by fertiliser and cultiva-
tion costs and the price of purchased feed.

The results of farms improved slight-
ly from 2012. Entrepreneurial income 
remained relatively unchanged, but the 
profitability ratio rose from 0.47 to 0.50. 
The decrease in the interest rate on equity 
reduced the interest claim. After the costs 
of €  44,100 arising from own labour and 
capital are deducted from entrepreneur-
ial income, the resulting entrepreneurial 
profit is €  -22,100. The loss decreased by 
€  3,200.

Profitability fell the most on cereal 
farms, and pig and poultry farms. The 
decrease in producer prices reduced their 
profitability even though the increase in 
costs decelerated clearly. The results of oth-
er cattle farms and horticulture improved 
from the previous year. The profitability of 
pig farms turned to another decline. The 
entrepreneurial income of dairy farms in-
creased by nearly 20% and their profitabil-
ity continued to improve. The price of milk 
remained at a good level and the increase 
in costs was moderate. The forecast also in-
cludes the change of farm structure, which 
is fast paced in the dairy sector. 

The profitability of pig and beef cattle 
farms has been low over the past few years. 
Rise in meat prices over the recent years 
has slightly alleviated the situation. The de-
crease in cereal prices reduces the pressure 
on feed costs, but other costs continued to 

rise. The entrepreneurial income and prof-
itability of other cattle farms improved but 
the results of pig farms fell clearly last year. 
The price relation between pork and feed 
remains to be poor even though the cereal 
price has fallen. The result slightly higher 
than in 2012 seems to be temporary on 
pig farms.

The profitability ratio calculated in the 
forecast was 0.68 on dairy farms, 0.51 on 
other cattle farms, 0.48 on pig farms, 0.28 
on poultry farms, 0.15 in horticulture in 
the open, 1.14 in greenhouse companies 
and 0.29 on cereal and other crop farms.

EU typology and weighing

In profitability results, the production 
types and size categories of farms are de-
termined following EU farm typology. 
The typology was revised in 2010 when 
the classification changed from standard 
gross margins (SGM) to standard output 
(SO). The classification is based on region-
ally (NUTS3 region) calculated crop- and 
livestock-specific outputs. Outputs are 
formed on the basis of each region’s aver-
age crops, livestock production and prices.

When determining the production 
type and size category of a farm, areas of 
crops and the average number of livestock 
are multiplied by their regional standard 
outputs. The sum is the farms’s economic 
size in euros. The production type is deter-
mined according to the products the farm’s 
standard output consists of. 

The results are weighed according to 
the farm structural statistics of Tike. The 
calculation of the sheep, goat and other 
cattle production type was specified so that 
trotting and riding farms were excluded 
from the farm group which are weighting 
bookkeeping farms. This improved sig-
nificantly the representation of the results 
of sheep and goat farms. The results pre-
sented here are available from the Econo-
mydoctor web-service. 
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What a litre of milk costs: knowing the production 
costs helps to develop profitability

Arto Latukka and Marja Vilja

‘Production costs’ refer to the expenditures involved in producing a product. When 
they are divided by the production quantity, the unit cost is obtained. Its recognition 
is useful if, for example, the farmer is able to price the product. The price should be 
competitive on the market, but at the same time as high as possible so that, together 
with subsidies, it will cover at least most of the unit costs incurred for the product.

A calculation system

At MTT Agrifood Research Finland, a calculation system generating the unit costs of 
77 individual agricultural products has been developed. It determines the unit costs 
from MTT’s profitability bookkeeping data on a farm-by-farm basis, and the results 
are weighted from region to region with generalized average results derived from the 
production types and farm-size classes. The reports not only provide the production 
costs, quantities and unit costs calculated as their ratio, but also the unit cost structure 
of each product.

The system covers at maximum 540 cost items per farm directly for crops and live-
stock: 77 individual products in total. All agricultural and horticultural products are 
included in the system. The cost items include variable inputs (total: 15 items), live-
stock acquisition costs (25), purchased feed (46), and intermediate products produced 
on the farm that are distributed in accordance with the raw material products (229), as 
well as agricultural and horticultural machines and buildings, with 100 separate items 
in each. The cost items are divided by the product quantities, whereupon each of the 
540 cost items is calculated per product unit. These cost items are summed in the sys-
tem reports in 24 individual cost items, thus enabling the unit cost structure to be ex-
amined. The unit costs of products are obtained as a sum of these items.

In targeting the cost items, ProAgria’s model calculations are used as the basis for 
the products concerned. Ratios are obtained from these and the resources thereby tar-
geted at the products. The costs are derived from the enterprises’ own financial infor-
mation. The system has additionally been developed so that it is also possible to utilize 
farm-based information with regard to the use of resources for the various products in 
its targeting ratios. The unit costs of intermediate products such as feeds and heifers 
are calculated based on the farm’s production, and these unit costs are used to value 
the intermediate products to be included into the unit costs of final products, for ex-
ample milk.

The unit cost of milk

On dairy farms in 2012, the unit cost of a litre of milk was, on average, 0.81 euros. 
The results are presented in accordance with the farm-size class in Table. 

By concentrating on the largest cost items, it is possible to best reduce unit costs 
and develop profitability and the competitive edge. Labour costs were 16.8 cents per 
litre of milk. This only includes the paid labour and work of the entrepreneurial family 
with regard to livestock. The labour costs of feed production include the production 
costs specific to each feed. By taking these labour costs and other cost items incurred 
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by feed production into account, we obtained the unit costs of each feed, from which 
the use of feed was priced. The cost incurred by the use of a farm’s own feeds for cows 
was, on average, 17.4 cents per litre of milk. With respect to the share of purchased 
feed in terms of unit costs, this came to about 9 cents.

The cost of renewal caused by animals purchased and the breeding of heifers was 
9.1 cents per litre of milk. The share of depreciation and interest charges incurred by 
buildings and machines was 8.7 cents, and the cost of repair for these was 4.4 cents. 
The share of fuel, electricity and heating costs was 3.0 cents, and insurance, rents and 
other expenditure accounted for about 8 cents. Costs connected with feed production 
and other crop production are not directly targeted at milk: rather, they are targeted 
via the use of feed.

Low labour costs on large farms

The unit cost of a litre of milk varied from 1.29 euros for an eight-cow farm-size class 
to 68 cents for a farm-size class of 139 cows. As farm size increased, labour costs in 
particular significantly declined, from 43 cents on an eight-cow farm to approximately 
9 cents for a 139-cow farm. Additionally, own-feed production costs decline by almost 
a half. Depreciation and interest costs grow in; however, the increase was calculated to 
be only a few cents per litre of milk.

In subsidy region A, unit costs were just slightly lower than the rest of the coun-
try, being 0.77 euros per litre of milk, whereas in subsidy region C4 the costs were 
clearly higher, at 1.01 euros per litre of milk. Nevertheless, the farm size in region A 
is greater than in the rest of the country, while with regard to subsidy region C4 it is 
clearly smaller. This partly explains the unit cost differences between subsidy regions. 
Calculated per cow, production costs in Finland in 2012 were, on average, approxi-
mately 6,680 euros per year.

Unit cost results will be provided on MTT Agrifood Research Finland’s Talous-
tohtori (‘Economy doctor’) web pages (mtt.fi/economydoctor) via their own online 
service starting with the most important agricultural products. The unit costs for milk 
and cereals will be published first. The results will be calculated retroactively for the 
period covering the last 10 years, enabling the development trends of unit costs to be 
examined.

The production costs of milk per litre in various farm-size classes in 2012.

Dairy farms represented 8,980 760 3,350 3,870 860 130
Total no. of cows on average 32   8 17 35 78 139

Average
Production costs, €/farm 214,994 85,237 124,528 236,792 493,775 798,446
Production quantity, in litres 266,584 66,283 139,941 294,917 668,481 1,172,325
Unit costs, €/litre 0.81 1.29 0.89 0.80 0.74 0.68
Feeds purchased, cents/litre 9.1 10.5 8.6 8.9 9.7 9.2
Own feeds, cents/litre 17.4 25.9 19.7 18.1 14.4 13.4
Other livestock expenditure, cents/litre 3.6 3.9 3.9 3.7 3.2 3.3
Breeding + purchases of animals 9.2 13.3 8.5 9.0 10.1 8.7
Fuel, electricity, heating, cents/litre 3.0 3.9 3.2 3.1 2.9 2.5
Building and machine repair, cents/litre 4.4 5.3 4.0 4.1 4.9 6.0
Insurance, rents, other expenditure, cents/litre 8.0 14.8 9.8 8.0 6.5 6.4
Labour costs, cents/litre 16.8 43.2 25.2 16.6 10.1 8.7
Depreciation+interest cost for machines, cents/l 4.4 4.9 3.8 4.3 5.3 3.8
Depreciation+interest cost for buildings, cents/l 4.3 2.4 1.8 4.2 6.3 5.7
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4.2. Economic development 
of Finnish agriculture and 
horticulture

The trends of return and cost items and 
assets in Finnish agriculture and horticul-
ture are monitored at the total level by 
the agricultural total calculation system of 
MTT. In this system, the results for Finnish 
agriculture and horticulture as a whole are 
calculated from farm-specific profitability 
bookkeeping data by weighting and sum-
ming.

In addition to the realised results, pre-
liminary results for 2013 were calculated 
on the basis of the farm-specific estimates 
from the forecast system for profitability 
bookkeeping (see Chapter 4.1). Continu-
ously updated estimates are available in the 
agricultural total calculation service on the 
MTT Economydoctor website (www.mtt.
fi/economydoctor). 

Result trends

The total returns of agriculture and horti-
culture are approx. € 5.6 billion according 
to the estimate. Production costs amount 

to € 6.7 billion. The entrepreneurial profit, 
which represents absolute profitability and 
is calculated as the difference between to-
tal returns and production costs, is € -1.1 
billion. 

When the costs arising from the en-
trepreneur family’s labour and equity are 
excluded from the production costs, the 
result is the entrepreneurial income left as 
the margin for inputs. The estimated entre-
preneurial income in 2013 was € 733 mil-
lion, showing a decrease of 4% from 2012. 
This was 25% lower than the record level 
reached in 2007, but 39% higher than the 
low of 2009.

Entrepreneurial income varies from 
one year to the next, particularly in crop-
dominated subsidy areas. For example, in 
subsidy area A, the 2013 estimated en-
trepreneurial income was € 113 million, 
whereas it was € 36 million 2009 and 
€ 195 million in 2007. 

Specification of returns

According to the estimate, the total returns 
of agriculture and horticulture are € 5.6 
billion, of which € 1.96 billion or 35% 

Economic development of agriculture and horticulture (€ million) and profitability ratio as well as re-
turn on total assets.

Year Farms 
represented

Total 
return

Production
cost

Entre-
preneurial

profit

Entre-
preneurial
income

Entre-
preneurial
income at 

2013 prices

Profitability
ratio

Return on 
total 

assets
%

2013e 53,608 5,614 6,724 -1,110 733 733 0.40 -2.4

2012 56,793 5,577 6,848 -1,275 755 774 0.37 -2.5
2011 59,294 5,427 6,601 -1,167 813 864 0.41 -2.3
2010 60,550 5,316 6,605 -1,286 877 971 0.41 -2.8
2009 62,139 5,076 6,555 -1,479 527 629 0.26 -4.7
2008 63,607 5,240 6,603 -1,359 632 772 0.32 -3.8
2007 64,885 5,190 6,225 -1,030 978 1,195 0.49 -2.1
2006 67,310 4,740 5,970 -1,225 763 966 0.38 -4.1
2005 67,583 4,729 6,021 -1,291 808 1,023 0.39 -5.0
2004 70,196 4,635 5,940 -1,304 800 1,024 0.38 -5.2
2003 71,940 4,714 5,948 -1,234 900 1,136 0.42 -4.9
2002 73,407 4,787 5,877 -1,088 1,035 1 309 0.49 -4.0
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Specification of return and costs of agriculture and hor-
ticulture 2013e.

comprise subsidies. Support payments 
also include the items of investment subsi-
dies from earlier years targeted at the year 
2013. Investment subsidies are allocated as 
returns alongside the corresponding asset 
item depreciations.

Sales proceeds and other returns to-
talled € 3.66 billion in 2013. Livestock 
returns accounted for 37% of the total 
returns, while crop returns accounted for 
12%. However, crop returns do not include 
any intermediate products, such as feed. 

Horticulture represents 10% of the to-
tal returns. This percentage also includes 
sales proceeds from intermediate products. 
Returns on crop production, livestock and 
horticulture also include the prices of 
products delivered outside the agricultural 
sector or used by the entrepreneur.

In the calculation of the results, indi-
vidual revenue and expense items and sub-
sidies are allocated as returns and costs to 
the year of production in accordance with 
the accrual principle. As a result, annual 
yield and production fluctuations, as well 

as variation in prices and subsidies, have 
a direct impact on the annual results. The 
transfer of sales or subsidies to the follow-
ing financial year does not have any impact 
on the results. 

Specification of costs

According to the 2013 estimate, the pro-
duction costs of agriculture and horticul-
ture totalled € 6.7 billion. The largest cost 
item, i.e. material costs of € 2.2 billion, ac-
counted for 32% of the production costs. 
The depreciation costs of € 0.95 billion 
represent some 14% of the production 
costs. 

The wage claim costs calculated from 
the hourly wage claim of € 14.9 based 
on the entrepreneur family’s labour was 
€ 1.25 billion, i.e. nearly 19% of the pro-
duction costs. This would be the cost to 
the entrepreneur if all work had been car-
ried out by hired labour. The wage claim 
cost is the only cost item that has fallen 
from year to year. This can be explained by 

the decrease in working hours. 
In profitability bookkeeping, the 

equity interest claim cost was calcu-
lated, due to the revision introduced 
in 2010, according to the interest 
rate based on the farm-specific risk 
of bookkeeping farms (see Chapter 
4.1). The average interest rate of all 
companies was 4.7%, according to 
which the interest costs in the 2013 
estimate were € 595 million. 

A more detailed specification of 
the development of cost and profit 
items is provided on page 92.

Development of profitability

The 2013 entrepreneurial income of 
€ 733 million should cover all costs 
arising from the entrepreneur family’s 
labour and capital. The entrepreneur 
family’s working hours at an hourly 
price of € 14.9 result in a wage claim 

Million €

Return on
livestock

Return on
crop prod.
Return on

horticulture
Other return

Support
payments

Entre-
preneurial

profit
(loss because

negative)

Supplies 
expenses

Machinery, building
and other costs

Insurances, rents

Depreciations

Interest and
wage expenses

Wage claim of
farm family

Interest claim on
own capital

-1,110
595
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5,000
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Balance sheet of agriculture and horticulture 2013e.

cost of € 1.25 billion, and the equity of 
€ 13.2 billion results in an interest claim 
cost of € 595 million. 

The profitability ratio of 0.4 is reached 
by dividing the entrepreneurial income by 
the sum of wage and interest claim costs. 
In other words, entrepreneurial income 
covers 40% of the wage and interest claim 
costs. 

If the hourly wage claim of € 1.25 bil-
lion is deducted from the entrepreneurial 
income of € 733 million, compensation for 
equity will be negative, similarly to return 
on equity (-4%). Moreover, return on total 
assets is also negative (-2.4%).

The entire agricultural profitability ra-
tio has been some 0.1 units lower annually 
than the average profitability of the 39,000 
largest farms in Finland, according to prof-
itability bookkeeping results. 

Development of solvency 

The total capital in agriculture and horti-
culture was € 17.4 billion at the end 
of the 2013 financial year. The asset 
items were recognised at current val-
ues, and no investment subsidies or 
provisions used were deducted from 
the asset values. Depreciation costs of 
the fixed assets purchased by means 
of the investment subsidies were 
calculated and the subsidies were al-
located as returns alongside the cor-
responding depreciations in the result 
calculation.  

Of the total assets, € 13.2 bil-
lion comprises entrepreneurs’ equity, 
which accounts for 76% of the entire 
capital of farms. The total amount of 
liabilities totalled € 4.3 billion at the 
end of 2013. No debts of the farm 
family from forestry, other business 
activities or the private household 
were included in agricultural debt. 
The ratio between agricultural debt 
and total returns, i.e. relative indebt-
edness, was 76%. 

Classification and weighting system

In the total calculation, the results for the 
whole country are calculated by summing 
the results of profitability bookkeeping 
farms. Because there are 55,000 agricul-
tural farms in Finland, the figures from all 
900 bookkeeping farms are included sev-
eral times in the total amount according 
to the weighting coefficient defined for 
each bookkeeping farm. The weighting 
coefficients are defined for all farms at the 
same time so that the number of farms cal-
culated according to the production type, 
farm size and subsidy area corresponds 
with the actual number of farms, and so 
that the cultivated area of each subsidy area 
corresponds with the actual cultivated area. 
This classification system and the calcula-
tion method for weighting coefficients 
were revised in 2014 to be more accurate. 
This revision was applied retroactively to 
the preceding years in the 21st century to 
maintain the comparability of the results.

Million €
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5. AGRICULTURE AND THE ENVIRONMENT

5.1. Environmental impacts of 
agriculture

Besides food production, agriculture has 
an important role in maintaining biodiver-
sity and rural landscapes and providing rec-
reational services. In addition to their posi-
tive effects, agricultural activities also have 
negative impacts on the environment, i.e. 
the soil, waters and air. Based on studies, 
the Finns consider it particularly impor-
tant to prevent the eutrophication of water 
bodies.

Soil

Environmental loading from arable land 
depends on the soil type, cultivation prop-
erties and crop rotations. Finnish soil con-
tains no heavy metals, its average phospho-
rus level is satisfactory, acidity is increas-
ing, and the amount of organic matter is 
decreasing.

The phosphorus level in arable land 
is an indicator of both productive capac-
ity and environmental loading. In Fin-
land, the phosphorus levels have been ris-
ing up to the present, even if phosphorus 
fertilisation has been reduced considerably 
through, for example, the fertilisation 
restrictions under the agri-environ-
ment scheme. At present, the annual 
increase in phosphorus through pur-
chased fertilisers is less than 6 kg/ha, 
which is only a quarter of the level 
in 1995. The amount of phosphorus 
entering the land in animal manure 
(about 8 kg/ha) is higher than the 
amount of phosphorus contained in 
purchased fertiliser, and no significant 
reduction has taken place in this since 
1995.

Studies have shown that some 
further reduction in total phospho-
rus fertilisation (purchased fertiliser 

+ manure) would be possible without a 
decrease in yields, except in parcels where 
the phosphorus levels are particularly low. 
In the light of current knowledge, turn-
ing the phosphorus balance of arable lands 
into a negative one is the most efficient 
way to permanently reduce the phospho-
rus loading of waters.

The load on waters from arable farm-
ing is also influenced by the soil struc-
ture. Soil compaction reduces the perme-
ability of the soil, which increases the risk 
of nutrient surface runoff and erosion. It 
also weakens the nutrient intake of plants, 
which lowers the nutrient utilisation rate. 
Poor permeability may also increase the 
release of greenhouse gases.

Only about 7% of the surface area of 
Finland is arable land. The ownership of 
arable land is quite decisive in terms of the 
long-term productivity of the land. Stud-
ies have shown that less land improvement 
work is being done on leased areas than 
on lands owned by the farmer. The use of 
agricultural lime, for example, has halved 
from the levels before Finland joined the 
EU due to increased share of leased land. 
The average application amount of lime for 
land improvement is now less than 200 kg/

Quantities of land improvement lime used (kg/ha). 
Source: Information Centre of the Ministry of Agricul-
ture and Forestry.
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Use of pesticides (active substance g/ha). Source: 
Information Centre of the Ministry of Agriculture and 
Forestry.

ha/year, which is not enough to maintain 
the productive capacity of arable lands.

Loading of waters

Nutrients leach to ditches, rivers, lakes and 
the sea from arable land, causing eutroph-
ication of water bodies. This can be seen 
in the turbidity of the water, increased 
growth of algae and mass blooming of 
toxic blue-green algae in the summer. Even 
if the volumes of nutrients used per hec-
tare have been significantly reduced, the 
eutrophication of waters continues and 
no improvement in the state of waters has 
been observed by measurements.

The Finnish Environment Institute 
estimates that about 50% of the nitrogen 
loading and 60% of the phosphorus load-
ing come from agricultural sources. In the 
nutrient loading of the Baltic Sea, Finn-
ish agriculture accounts for about 3.8% of 
the phosphorus and 3.7% of the nitrogen 
loading. In the loading on the Archipelago 
Sea and coastal waters, the share of Finnish 
agriculture is much greater.

The loading of water bodies is caused 
by both arable farming and livestock pro-
duction. Because of the concentration 
of livestock production, the amount of 
manure produced is excessive in many 
places relative to the utilised agricultural 
area and the needs of the crops cultivated. 
The phosphorus contained in manure, 
in particular, has become a problem.

Use of pesticides

The use of pesticides has been grow-
ing steadily since Finland joined the 
EU. Most of the pesticides used are 
products intended for preventing 
weeds (herbicides). The main rea-
son for the growth is increased cereal 
monoculture and wider use of non-
tillage technology. Farmers have also 
switched over to pesticides which 
need to be used in larger doses. On 
the European scale, the quantities of 

pesticides used in Finland are still quite 
moderate.

Emissions to air

Climate change poses new challenges to 
Finnish agriculture. The measures to adapt 
to climate change are changing the prior-
itisation of species and varieties and the 
relative profitability of different crops and 
production methods. Climate change is 
also influenced by agricultural activities. 
Greenhouse gas emissions from the agri-
culture sector represent about 9% of the 
total emissions in Finland. Most of them 
are due to the digestion of ruminant live-
stock, decomposition of organic matter in 
the soil and decomposition of manure.

Minor emission sources include nitro-
gen fertilisation, liming of arable lands and 
the use of fossil energy in agriculture. A 
common feature in all emissions from agri-
culture is that it is difficult to reduce them 
without significant impacts on the volume 
of agricultural production.

The agriculture sector is excluded 
from emissions trading. The objective set 
for Finnish agriculture is that by 2020 
the greenhouse gas emissions should be 
reduced by 13% from the emission levels 
in 2005. Through agri-environment meas-
ures, efforts are made to transfer peaty ara-
ble lands from continuous cereal produc-
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tion to the cultivation of grasses on a long-
term basis. In other soil types, less inten-
sive tillage practices or cultivation without 
tillage should also be preferred.

Biodiversity in farming 
environments

Biological diversity comprises the abun-
dance of species, diversity of habitats and 
intra-species genetic diversity. The decline 
in biodiversity is considered a serious envi-
ronmental problem as biological diversity 
is the foundation for the functioning of 
ecosystems. Without biodiversity, the eco-
systems are not capable of adapting to 
changes in the environment, such as cli-
mate change.

Besides biodiversity, it is also consid-
ered important to secure the functioning 
of ecosystems and the services produced 
by them. Ecosystem services refer to the 
tangible and intangible services derived by 
humans from nature. They can be divided 
into provisioning, regulating, supporting 
and cultural services. Biodiversity lays the 
foundation for ecosystem services as well.

Agricultural production is based on 
the utilisation of biological diversity. Simi-
larly, many wild plant and animal species 
have over centuries adapted to utilising 
agricultural environments created by man.

The positive impact of agriculture in 
enhancing biodiversity was the greatest 
at the time when animal feed was pro-
duced on meadows and natural pastures. 
The growth of farm size since the 1950s 
together with increased input intensity 
and farm-specific and regional specialisa-
tion has led to a decline in the biodiversity 
of farming environments and increased the 
numbers of threatened species and habitats.

For some wild species, changes in 
their habitats due to new and more effi-
cient production methods have been too 
rapid and they have not been able to adapt 
to the new conditions. Especially organ-
isms which depend on meadows and forest 
pastures have declined and become endan-

gered due to the decrease in grazing and 
cattle husbandry. According to an assess-
ment of threatened habitats, the highest 
share of these in the total number of habi-
tats of a certain type is found in traditional 
biotopes, of which 93% are threatened.

However, in habitats maintained by 
agriculture there are still numerous wild 
plant and animal species which benefit 
from farming activities, open arable areas 
and grazing livestock, as well as from many 
of the measures related to the agri-environ-
ment scheme and non-productive invest-
ments.

Landscape and recreation value of 
arable environment

The countryside and rural margin areas 
around towns and cities with arable lands 
offer important recreation environments 
for the citizens. Farming environments 
are important for outdoor recreation espe-
cially in areas with a high share of agricul-
tural land. Farming environments are com-
monly used for nearby recreation, espe-
cially in southern Finland.

On average, the Finns engage in out-
door recreation close to their home 170 
times a year, of which 35% takes place in 
farming environments. This means a total 
of 230 million times of outdoor recreation 
per year. Besides nearby outdoor activi-
ties, agricultural areas are used for recrea-
tion involving overnight stay. The average 
number of nature trips per year is eight 
and the average total number of days spent 
on such trips is 25. Summer cottages and 
holiday homes are the most popular desti-
nations. About a quarter of nature trips are 
made to areas with both agricultural and 
forest activities. Altogether, this means 10 
million days a year spent on nature trips in 
farming environments.

As rural tourism is hoped to become 
a significant source of livelihood in the 
countryside, farming environments should 
be developed into a real attraction in the 
rural tourism destinations. One way to 
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promote landscape values and access to 
farming environments for outdoor rec-
reation is through the agri-environment 
scheme. Cultivation practices that sup-
port landscape values and outdoor activi-
ties also contribute to the benefits to be 
derived from the right of public access 
(everyman’s right). Studies have shown 
that the valuation of agricultural landscape 
improves, in particular, by the presence of 
grazing animals in the landscape and ren-
ovation of farm buildings located in open 
fields. Both of these landscape features are 
becoming less and less frequent because of 
the aim for higher efficiency in agriculture 
and regional differentiation of the produc-
tion sectors.

5.2. Agri-environmental 
regulation

In the new EU programming period, 
which starts in 2015, the baseline for envi-
ronmental protection in agriculture contin-
ues to rest on the so-called cross-compli-
ance conditions, comprised of the require-
ments for Good Agricultural and Environ-
mental Condition and the Statutory Man-
agement Requirements. From the environ-
mental perspective, the most significant 
element in the agricultural policy reform 
is the even stronger emphasis on and rec-
ognition of the linkage between agricul-
tural support and the environment as an 
obligation which is binding on all Euro-
pean farmers.

In the next period, 30% of the direct 
payments are targeted to so-called greening 
measures, including ecological focus areas, 
crop diversification and permanent grass-
land. As a concrete measure, farmers must 
designate 5% of their agricultural area as 
an ecological focus area, arable farming 
must be diversified to include at least three 
crops, and permanent grassland area must 
be kept at the same level as it was in 2003. 
Organic production is considered to fulfil 
the greening conditions, which means that 
it is entitled to the greening payment with-

out the measures listed above.
Numerous comments on and sugges-

tions for improvements in greening were 
submitted and discussed at the Commis-
sion and the European Parliament. Agree-
ment on the budgetary framework could 
not be reached until the end of 2013; this 
means that, instead of 2014, the imple-
mentation of the revised policy starts at the 
beginning of 2015. The reform creates the 
opportunity to apply environment-based 
payments under the first pillar of the CAP, 
while the environment payment funded 
from the Rural Development Programme 
under the second pillar will, also in Finland, 
be specifically targeted to the most envi-
ronmentally sensitive farming areas.

Agri-environment scheme in 2007–
2013 and in 2014

Rural development in mainland Finland 
is funded from the European Agricultural 
Fund for Rural Development (EAFRD) 
and from national sources. The total public 
funding for the seven-year programming 
period is about €  6.6 billion, of which a 
third comes from the EU. The programme 
has four axes, of which Axis 2 includes the 
agri-environment and natural handicap 
payments, non-productive investments 
and promoting the welfare of farm ani-
mals. The funding for Axis 2 totals about 
€  2.3 billion.

The measures of the third agri-envi-
ronmental programme implemented as 
from 2007 are quite similar to those in 
the earlier programmes. The programme 
consists of basic, additional and special 
measures. Farms in support areas A and 
B must undertake the basic measures plus 
one to four additional measures. In area C, 
no additional measures are required, and 
no more than two may be selected. The 
most popular additional measures have 
been more accurate nitrogen fertilisation of 
arable crops, different forms of plant cover 
on arable land in winter and calculation of 
nutrient balances.
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The number of farms committed to the 
agri-environment scheme fell slightly from 
the previous programming period, but it 
still covers more than 95% of the arable 
area. The main objective of the scheme is 
to reduce the load on waters. This is why 
most of the support is directed to measures 
which contribute to water protection. The 
role of the agri-environment payments in 
enhancing biodiversity is, however, greater 
than their share of the funding, because 
certain measures which are primarily tar-
geted at water protection, such as field 
margins, filter strips, riparian zones and 
wetlands, also contribute to biodiversity.

Over the years, new measures have 
been included in the agri-environment 
scheme to improve its efficiency. The 
three new special measures included in 
2008 concerned the incorporation of liq-
uid manure into the soil, long-term grass 
cultivation on peaty arable lands and more 
efficient reduction in nutrient loading. 
The voluntary special measure concerning 
nature management fields was included in 
the programme in 2009. It was designed 
to compensate for the losses in nature and 
environmental values due to the aboli-
tion of compulsory set-aside from the sin-
gle payment scheme. Nature management 
fields comprise perennial grasslands and 
biodiversity fields, the latter being further 
divided into game animal and landscape 
fields and fields sown with meadow plants. 
According to data from the Information 
Centre of the Ministry of Agriculture and 
Forestry, in 2013 the total area of nature 
management fields was 138,200 ha.

The changes to the special measures 
in 2010 include the following: The geo-
graphical area eligible for the contract con-
cerning the management of multifunc-
tional wetlands was extended to the catch-
ment areas of rivers discharging into the 
Kvarken and Bothnian Bay. The annual 
site-specific support for the management 
of small valuable traditional biotopes (0.3–
0.5 ha) was raised to 200 €/site from the 
earlier 135 €/site. The limits for the maxi-

mum acceptable costs of the contracts con-
cerning special measures were revised.

In 2010, the maximum support for 
non-productive investments concern-
ing the establishment of multifunctional 
wetlands was raised to 11,500 €/ha and 
the area covered by this measure was also 
extended to the catchment areas of rivers 
discharging into the Kvarken and Both-
nian Bay. In small wetland sites (0.3–0.5 
ha), the amount of investment aid is fixed 
at 3,226 €/site. Support for non-produc-
tive investments in the first clearing and 
fencing of valuable traditional biotopes 
was differentiated according to the surface 
area of the biotopes. The amount of the 
investment support is 1,179 €/ha for sites 
with the maximum area of 3 ha, 910 €/
ha for sites larger than 3 ha but no more 
than 10 ha, and 750 €/ha for sites of more 
than 10 ha.

Support for non-productive invest-
ments in the establishment of multifunc-
tional wetlands and the first clearing and 
fencing of traditional biotopes and sup-
port for the special measures concerning 
the management of multifunctional wet-
lands and traditional biotopes may also be 
granted to beneficiaries other than farmers, 
provided that they follow the LEADER 
methodology.

Winter cereals were approved to ful-
fil the condition concerning plant cover in 
winter as from the winter season 2010–
2011. Agri-environment commitments 
given earlier may be continued in 2014 
with the same conditions as before. Envi-
ronment payment commitments under the 
new programming period will be made 
from the beginning of 2015.

Assessment of the impacts of the 
agri-environment scheme

According to the mid-term report of the 
follow-up study on the impacts of the 
Finnish agri-environment scheme (MYT-
VAS 3) published in 2010, the nutrient 
loading potential of agriculture measured 
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by nutrient balances has continued to 
decrease for both phosphorus and nitrogen 
during the terms of the agri-environment 
scheme, mainly due to the decrease in the 
use of artificial fertilisers. The decrease 
in the nutrient loading potential has not, 
however, been fully reflected in water load-
ing from agriculture.

Nitrogen loading has grown in almost 
all of the 22 catchment areas of rivers dis-
charging into the Baltic Sea included in the 
model. The main reasons for this seem to 
be the growth in arable area, concentra-
tion of livestock production implying large 
quantities of manure in certain locations, 
increase in the land application of manure, 
and increased use of concentrate feed for 
livestock, which raises nitrogen levels in 
manure.

Instead, the phosphorus drift from 
the river catchment areas to the Baltic Sea 
decreased during the whole period covered 
by the analysis (1985–2006), except in the 
Archipelago Sea. The measures which have 
the greatest potential to reduce nutrient 
loading of waters are fertilisation of ara-
ble crops and nature management fields 
among the basic measures and the addi-
tional measures concerning plant cover 
and fertilisation.

The greatest threat to biodiversity is 
the decrease in open or semi-open areas 
which are not used for farming purposes. 

The measures with the best potential in 
terms of biodiversity are some of the spe-
cial measures and non-productive invest-
ments. Basic and additional measures alone 
do not significantly promote the preserva-
tion of biodiversity in agricultural environ-
ments. The overall conclusion of the mid-
term report is that more regional, sectoral 
and farm-specific adjustment and customi-
sation of the objectives, measures and sup-
port levels of the agri-environment scheme 
are needed due to the considerable regional 
differences in the state of agricultural envi-
ronments and the needs of the society.

The environmental benefits of nature 
management fields were evaluated in 
2012. The study showed that, thanks to 
the popularity and diversity of the meas-
ure, nature management fields are bet-
ter suited to enhancing biodiversity than 
compulsory set-aside. Especially meadow 
fields and old meadow-like grasslands with 
the vegetation mainly composed of wild 
plant species clearly increase biodiversity 
in farming environments. However, these 
cannot be used to substitute for e.g. tradi-
tional biotopes because rarer plant species 
are not very common on nature manage-
ment fields. At the moment, most of the 
nature management fields are quite similar 
to regular grassland or green manure grass, 
in which case the environmental benefits 
may remain small.

New environmental payment 
scheme from 2015

The new environment payment 
scheme has been approved by the 
Finnish Government and submitted 
to the European Commission. In the 
new scheme the present model, com-
posed of the basic, additional and 
specific measures, will be replaced by 
a parcel-specific system. In the new 
scheme, the farmer first implements 
the follow-up of soil fertility as part 
of the so-called start-up package and Surpluses of nutrient balances (kg/ha). 
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Use of fertilizers (kg/ha). Source: Information Centre of 
the Ministry of Agriculture and Forestry.

commit to complying with plant and soil 
type specific values set for nitrogen and 
phosphorus fertilisation. Besides these, 
there are parcel-specific environmental 
measures concerning plant cover in winter, 
enhancing biodiversity, and utilisation of 
manure and recycled nutrients.

Specific contracts are concluded on 
more detailed and site-specific environ-
mental measures to reduce nutrient leach-
ing, increase biodiversity and reduce emis-
sions to the air. The measures concerning 
plant cover in winter and riparian zones 
are targeted on the grounds of water pro-
tection so that in the catchment areas of 
rivers discharging into the Baltic Sea the 
measures are more demanding and the 
payment to farmers is higher.

The implementation of the new pro-
gramme and measures under it starts in 
the beginning of 2015, but the commit-
ments to continue the earlier measures in 
2014 are financed from the budget of the 
new programme. Thus one more year was 
allowed to prepare the new programme, 
but the progress was quite slow, partly due 
to delays in other legislative work.

The funding of the Rural Development 
Programme for Mainland Finland 2014–
2020 totals €  7,092 million. The share of 
the environment and climate measures is 
€  1,626 million, about €  200 million per 

year, which is a little less than in the period 
2007–2013. A total of €  326 million has 
been allocated to promoting organic pro-
duction and €  438 million to animal wel-
fare. The main topics discussed during the 
preparation were the same as before: lim-
its for nitrogen and phosphorus fertilisa-
tion, percentages for the usability of ani-
mal manure, use of start-up phosphorus 
in fertile soil, and targeting the measures 
to the most environmentally sensitive areas.

5.3. Water protection 
guidelines

According to the Government Resolution 
on guidelines for water protection adopted 
in 2006, nutrient loading from agricul-
ture should be reduced by at least a third 
from the average in 2001–2005 (phospho-
rus by 3,000 t/a and nitrogen by about 
30,000 t/a) by the year 2015. In addition 
to this, the EU Water Framework Direc-
tive sets even more detailed quality stand-
ards for specific water areas.

The objective of the EU Water Frame-
work Directive is to prevent the decline in 
the status of surface waters and groundwa-
ter, guarantee a good chemical and ecologi-
cal status of waters by 2015, prevent harm-
ful substances from entering the waters, 
and reduce damages caused by floods and 
drought. To meet these objectives, the 

Member States are obliged to intro-
duce measures for specific water areas. 
For this purpose, Finland has been 
divided into eight water management 
areas, each with a specific water man-
agement plan designed for the area.

What do the objectives mean 
for agriculture?

Nutrient loading from agriculture is 
non-point source loading from over 
a million agricultural parcels with 
highly varied characteristics. Besides 
the physical characteristics, such as 
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slope and soil type, water loading from 
a specific parcel depends on the weather 
conditions and cultivation and tillage prac-
tices. According to the Water Framework 
Directive, the assessment of the status of 
waters is made by comparing the current 
status with an estimated natural state.

Fertilisation is obviously one of the 
principal factors in nutrient loading, which 
is why it is also used as an indicator of the 
loading potential. In 1995–2013, the fer-
tiliser sales per hectare of cultivated land 
decreased from 92 kg to 70.0 kg for nitro-
gen and from 16 kg to 5.7 kg for phospho-
rus. During the same period, there was no 
decrease in the yields per hectare, which 
means that the nutrient balances improved 
considerably.

The trend is correct considering both 
the efforts to reduce nutrient loading and 
the profitability of agriculture. We should 
bear in mind, however, that the average 
per hectare is composed of highly var-
ied fertilisation volumes which may have 
much higher loading potential in areas 
susceptible to erosion. Certain risk areas 
load the waters much more than the aver-
age. In Finland, about 90% of the load-
ing occurs outside the growing season, 
which means that it is important to con-
sider what happens between harvesting 
and sowing. In this respect, too, the trend 
is the right one as the voluntary agri-envi-
ronment scheme and changes to the legis-
lation have increased plant cover in winter, 
which reduces erosion, and less manure is 
spread on the lands in the autumn.

The agri-environment scheme as the 
main environmental policy instrument in 
agriculture has basically stayed the same 
for the past almost 20 years, and now the 
focus in water protection is on objectives 
specific to certain water areas. Thus it is to 
be expected that in areas where the load-
ing from agriculture is the strongest, the 
reduction in the loading potential result-
ing from the scheme will not be sufficient 
to reach a good status of waters by 2015. 
Especially as regards phosphorus, the soil 

reacts very slowly to changes and even sig-
nificant reductions in the annual nutrient 
balance are not immediately reflected in 
the loading.

The concentration of livestock pro-
duction and growing unit size are also a 
problem as regards meeting the objectives. 
Transporting manure is costly and the deci-
sions on spreading are often made based 
on the lowest cost or the need for nitro-
gen, which means that phosphorus lev-
els may be too high for the needs of the 
plants and the loading potential increases. 
The pressure to improve the profitability of 
agriculture pushes towards more efficient 
production and larger units. A new threat 
to water quality is climate change, which 
is expected to increase precipitation espe-
cially outside the growing season.

5.4. Main topics and future 
perspectives

TEEB Finland

The national project concerning the eco-
nomic importance of ecosystem services 
(i.e. TEEB Finland project) implemented 
during 2014 produces an assessment of the 
current state and future trends in the most 
significant ecosystem services in Finland, 
the economic importance of these services 
and their role in promoting green econ-
omy. The project work is done in collabo-
ration between the Finnish Environment 
Institute, Agrifood Research Finland and 
Institute for European Environmental Pol-
icy. The valuation of the benefits produced 
by ecosystems in monetary terms is diffi-
cult, but not doing this may lead to a situ-
ation where ecosystem services are com-
pletely ignored in the decisions on eco-
nomic and social issues.

Neomehi project

The Neomehi project is a joint study of the 
MTT Agrifood Research Finland and the 
Finnish Food Safety Authority Evira on 
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how neonicotinoid-based insecticides used 
in plant protection affect honey bees. Plant 
protection products containing neonicoti-
noids are used in the cultivation of com-
mon oilseed rape and turnip rape plants for 
treating seeds to protect the crops against 
pests during the sprouting phase. Cur-
rently there are no alternative seed treat-
ment substances. The background of the 
research project is the decision of the Euro-
pean Commission to ban the use of three 
plant protection products containing neo-
nicotinoids in the EU countries. The Com-
mission will review the decision in the light 
of new research data in 2015, which is also 
when the results of the Neomehi project 
are available. The first results of the pro-
ject seem to suggest that plant protection 
products containing neonicotinoids do not 
cause acute harm to honey bees.

Grass-based biogas production

The biograss project of Agrifood Research 
Finland conducted in 2010–2014 has 
studied the preconditions for growing 
grass in a sustainable way as raw material 
for biogas in Häme, Uusimaa and south-
east Finland The results show that enough 
grass could be produced as raw material 
for gas for about ten plants with an output 
10–15 MW without removing any produc-
tion area from food production. The oper-
ation environment for biogas pro-
duction is still undeveloped in Fin-
land, but as the share of gas-operated 
vehicles is growing, biogas would 
increase the share of renewable energy 
in transport fuels and improve Fin-
land’s foreign trade balance. Utilisa-
tion of grass fodder in southern Fin-
land would also increase plant cover 
on arable lands in winter and reduce 
nutrient leaching to waters. In crop 
rotations of cereal farms, grass would 
improve the soil and reduce the need 
to prevent plant diseases.

Developing organic production

Organic production has already gained a 
strong foothold in Finland, as shown by its 
share of about 9% in the total cultivation 
area. However, the market share of organic 
products is just around 2%, which means 
that the production chain does not work as 
it should. The Country Brand Delegation 
set as the target in 2010 to increase the 
share of organic cultivation area to a half of 
the total cultivation area by 2030. Organic 
production practice should also be set as 
the standard in developing agriculture. 
Efficient organic production and nutrient 
economy would call for closer interaction 
between crop and livestock production and 
better organisation of nutrient cycling than 
we have at present.

The Ministry of Agriculture and For-
estry set its own, more realistic target to 
increase the share of organic area in Fin-
land to 20% of the total cultivation area 
by 2020. In the new Rural Development 
Programme for the years 2014–2020, a 
total of €  326 million has been allocated 
for supporting organic production and the 
support payments to organic farming will 
increase slightly from the present. In 2013 
about 206,000 hectares of arable land was 
under organic production or being con-
verted into this.

Organic production in 1995–2013. Source: Information 
Centre of the Ministry of Agriculture and Forestry Tike.
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Stages of agricultural environmental policy in Finland

Kauko Koikkalainen 

Agricultural water protection was already a topic of discussion at the end of the 1970s, 
but detrimental impacts as environmental problems requiring specific measures did not 
come to the fore until the 1980s. Actual environmental protection tasks were limited 
for the most part to the supervision of pesticide use. The use of DDT was prohib-
ited in 1976. The administration changed when the Ministry of the Environment was 
established in 1983.

In the first water protection indicative programme, which extended to 1995, a 50% 
reduction objective for phosphorus loading in agriculture was established, which cor-
responded to relatively the same amount of waterway load reduction as that demanded 
by other actions for practices that contaminated waterways.

Before Finland joined the European Union, environment policy regulating agricul-
ture was based on counselling, training and voluntary compliance with good cultivation 
methods. Obligations binding farmers were quite minimal. Some measures aimed at 
reducing agricultural waterway loading were, however, already in use. Fertilizing was 
reduced, bare lands were transformed into green fallows, protective zones were estab-
lished, and the use of manure was made more effective. In addition, solutions based on 
various cultivation techniques were brought to the knowledge of farmers via informa-
tion guidance projects commencing at the beginning of the 1980s. Fertilizer taxes were 
implemented in agricultural policy to fund the marketing of over-production, and it was 
necessary to apply for an environmental permit for certain large-sized livestock units.

First environmental support period 1995–1999

European Union membership brought a new breeze to agricultural and environmen-
tal policy. The EU’s most pivotal tool for harmonizing agricultural and environmental 
policy was the environmental support system introduced during 1992–1999 as part of 
the agricultural development programme. It imposed a joint framework, but left the 
member nations the possibility to create their own support programme in accordance 
with the national and local conditions.

The environmental support programme changed the cultivation practices of farms 
in a significantly better direction from the environmental perspective, even if it partly 
took the character of income support in accordance with the membership agreement. 
The terms and conditions for support required, for example, environmental planning 
and monitoring for cultivation, the restriction of fertilizer use, the leaving of headlands 
and buffer zones at the tributaries of brooks and waterways as well as clarification of 
the use of plant protection agents. During the first programme period, fertilization 
declined, the use of fertilizers was examined and clarified, organic cultivation was 
increased, buffer zones were left at the tributaries of waterways, wintertime vegetation 
cover on fields increased, and wetlands, sedimentation basins and protective zones were 
established to a much larger extent than had been the case prior to environmental sup-
port. Despite these measures, the ambitious goals set for reducing agricultural water-
way loading were not achieved. Environmental support was anticipated to reduce the 
amount of overall phosphorus transported by waterways from farming by 40% and 
the amount of overall nitrogen loading by 30%. The reductions remained, however, at 
4–15% for nitrogen and 5–13% for phosphorus.
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Second environmental support period 2000–2006

The broad themes in agricultural environment issues remained the same. During the 
1990s, there was concern over the phosphorus and nitrogen loading of waterways, 
ammonia gases, rural landscapes, the use of plant protection agents, and food quality. 
With the arrival of the 2000s, matters connected with the same themes were empha-
sized. In 1998, the decree on nitrates came into effect, which affected all farmers and 
was initiated on the basis of the nitrate directive. Its purpose was to protect groundwa-
ter from contamination caused by nitrates derived from agriculture. With this decree, 
regulations were issued regarding, for example, the storage and distribution of ferti-
lizers, fertilizer quantities and the placement and care of livestock, as well as areas for 
animal exercise. Compliance with the decree was obligatory for each farmer through-
out the country, regardless of whether they belonged to the sphere of environmental 
support.

Finland’s second environmental support system was in effect during the 2000–2006 
programme period. The environmental programme still included basic and extra meas-
ures as well as special support measures requiring, from the environmental perspec-
tive, more effective environmental protection and maintenance actions. The intention 
was to focus basic support as maximally as possible on a large number of farmers, and 
during the programme period approximately 91% of the farms and 96% of field area 
came within the sphere of support. The share of special support remained smaller than 
had been planned – less than 10% of overall funding. During 2000–2006, the basic 
structure of the implemented environmental support system was similar to the previ-
ous one. It was possible, however, to take the local conditions into consideration to 
some extent more effectively than with the first system. As additional measures, it was 
possible to select the actions for each area that would reduce the environmental load 
the most from a wide selection of available procedures. Despite the increased freedom 
of selection, farming continued with largely the same methods as before during this 
programme period.

Third environmental support period 2007–2013

The third environmental support programme initiated in 2007 was similar to the previ-
ous programmes with regard to its measures. The programme consisted of basic sup-
port, additional measures and special support. Compared to the previous programme 
period, there were changes in the basic requirements affecting the use of plant protec-
tion products and fertilizers, as well as in the obligation periods and target group of 
support recipients. In addition to the basic measures, it was necessary to implement 
one extra measure in part of the country. The total number of farms participating in 
environmental support declined slightly from the previous programme period, but over 
95% of field area was still within the sphere of environmental support.

The pivotal goal of agricultural environment support was the reduction of water-
way loading. The largest part of the environmental support reserves was indeed used to 
finance water protection measures. For example, measures primarily promoting natural 
diversity were allocated only 2–3% of environmental support expenditure. The impor-
tance of environmental support as a promoter of biodiversity is, however, greater than 
its financial share, as a few procedures primarily benefiting water protection, such as 
wetlands and buffer zones, also maintain diversity.
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6. SOCIOECONOMIC DEVELOPMENT OF 
THE FINNISH COUNTRYSIDE

The Finnish countryside has undergone 
various changes over the past few decades. 
The population has concentrated in urban 
centres and southern Finland, as well as in 
regional centres or their surrounding areas. 
Concentration within municipalities first 
shifted from sparsely populated areas to 
villages and later to parish villages. Urban 
areas of more than 100,000 residents have 
grown the most, followed by population 
centres of 1,000–100,000 residents. Simi-
larly, population centres of less than 1,000 
residents have also grown rapidly, which 
represents the transfer of the population 
within municipalities towards municipal 
centres. In particular, sparsely populated 
areas have lost their population.

When compared to the rest of Europe, 
Finland still stands out as a sparsely popu-
lated country with a rather narrow belt 
of urban settlement in the south. In the 
urban-rural typologies of EuroStat or 
OECD, only the capital region belongs 
to the category of the most urban areas. 
Besides the very low population density, 
Finland is characterised by a large share 
of rural areas and long distances between 
relatively small towns. What is exceptional 
compared to other countries with a low 
average population density is that settle-
ment extends to all parts of the country, 
and even the most remote rural areas are 
to be considered viable. 

Three types of rural areas

The special regional features of the socio-
economic development of the countryside 
in Finland are worth inspecting using a 
regional division that typifies the special 
characteristics of rural areas. On the basis 
of the OECD rural typology, 400 of the 
total of 432 Finnish municipalities were 

classified as rural in 2002 on the grounds 
that their population density was less than 
150 inhabitants per square kilometre. In 
European comparison, Finland ranks 
among the top five countries in terms of 
the share of rural areas in proportion to the 
total area, total population and GDP.

A division of rural areas into three 
types has been developed to analyse the 
differences and special features character-
istic of the extensive rural area in Finland. 
This is the typology commonly applied in 
Finnish rural policy. The typology is based 
on a multi-stage method that includes 
variables indicating the degree of rural-
ity of municipalities, the distribution of 
employment and variables representing the 
regional structure, the economic structure, 
farming and development challenges. The 
three types can be characterised as follows:

Urban-adjacent rural areas have the 
best development prospects. Their inhab-
itants have access to employment in the 
nearby towns, and farmers and other 
entrepreneurs have access to diverse local 
markets. Most of such areas are located in 
southern and western Finland, where the 
conditions for agriculture and the diversi-
fication of the economic structure in the 
countryside are the most favourable. Many 
municipalities in these areas have net immi-
gration. This type of area is particularly 
favoured by families with children. Thanks 
to net immigration, many municipalities in 
urban-adjacent rural areas, including small 
towns, are able to diversify their services 
and make investments, while maintaining 
their economic viability. In these areas, the 
level of well-being is among the highest in 
the whole country. 

Rural heartland areas are strong areas 
of primary production. In certain areas, 
there are also industrial centres or special-
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ised primary production clusters, such as 
pig and poultry husbandry, fur farming 
and greenhouses. Often, there are several 
medium-sized population centres close to 
rural heartland areas. Municipal centres 
offer a variety of functions and services, 
and most villages are viable. The major-
ity of rural heartland areas are located in 
southern and western Finland.

Sparsely populated rural areas are the 
most challenging ones in terms of regional 
development. Concerning socioeconomic 
development, there is often the risk of 
entering a vicious circle where the young 
move away, services disappear, agriculture 
declines, there are not enough new jobs 
to substitute for the loss of traditional 
ones, the population ages and the eco-
nomic bearing capacity of municipalities 
becomes weaker. The short growing sea-
son and other natural constraints reduce 
the opportunities to develop primary 
production. Most of the municipalities in 
sparsely populated rural areas are located 
in eastern and northern Finland.

Development of the population in 
different types of rural areas

The age structure of an area’s population is 
a key factor in terms of regional develop-

ment. For example, services and infrastruc-
ture, and the improvement of business 
opportunities require different solutions in 
different areas in order to guarantee wel-
fare services that constitute the basic rights 
for the population. 

To put it simply, regional population 
development has followed a pattern where 
towns grow and become old, whereas 
sparsely populated rural areas lose their 
population and grow old. In urban-adja-
cent rural areas, the number of children, 
the working population and the aging 
population is increasing. This situation 
clearly differs from the rural heartland and 
sparsely populated rural areas. The number 
of under-15-year-olds has only increased in 
urban-adjacent rural areas. This is partly 
due to the expansion of the functional area 
of towns and cities beyond their adminis-
trative borders. 

Studies that describe the development 
of towns have often observed that fami-
lies move within the functional urban area 
according to their age. As children are usu-
ally raised outside urban centres, urban-
adjacent rural areas offer an attractive 
option. In sparsely populated rural areas, 
the population is decreasing in all age cat-
egories except for the over-65-year-olds.

When reviewing the key trends in 

Distribution of the population by age categories in different types of municipalities in 1988–2012 
(Source of raw data: Rural indicators of the Statistics Finland).
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recent population development in different 
rural areas according to age group over a 
review period ranging from 1988 to 2012, 
distinctive differences can be seen between 
various rural areas.

What is noteworthy about the popu-
lation development in sparsely populated 
rural areas is that the number of young 
adults (20–34-year-olds) turned to a steep 
decline in the early to mid-1990s. The 
flight of young adults from sparsely popu-
lated rural areas culminated in 2007, when 
a point was reached where the number of 
20–39-year-olds had fallen to below half of 
the initial level of 1988. At the same time, 
the size of the oldest population (over-80-
year-olds) started to strongly increase so 
that the steady growth of the 1990s and 
2000s reached its peak in 2012, when the 
number had nearly doubled from 1988.

In rural heartland areas, the trend is 
similar to sparsely populated rural areas, 
even though young adults are not fleeing 
the areas as clearly. Generally speaking, 
population development is not as critical in 

the rural heartland as in sparsely populated 
rural areas, as the decrease in the number 
of young adults and the increase in the old-
est population are more moderate.

In urban-adjacent rural areas, popula-
tion development is in many respects more 
favourable than in the other two areas. 
For example, the flight of young adults 
is more moderate than in rural heartland 
areas. From the mid-1990s onwards, the 
depopulation of 20–29-year-olds has 
picked up some pace, but the net popu-
lation loss among 30-year-olds and older 
age groups is not as noticeable. Urban-
adjacent rural areas seem to be more attrac-
tive to 30-year-olds and older age groups 
than the rural heartland and sparsely popu-
lated rural areas. Concerning population 
development in urban-adjacent rural areas, 
it should be noted that the size of the 
middle-aged population (45–59-year-olds) 
turned to a steep increase in the 1990s. In 
the 2000s, this age group is more than 1.5 
times larger in urban-adjacent rural areas 
than in 1988.

Population per age and gender group between rural types in 1988 and 2012 (source of raw data: Rural 
indicators of Statistics Finland).
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When reviewing population develop-
ment in terms of gender differences, we 
can see that the relative share of young 
women (15–29-year-olds) in sparsely pop-
ulated rural areas has strongly decreased 
compared to the same age group among 
men. For example, there were systemati-
cally fewer women aged 20–24 years than 
men of the same age group throughout the 
review period.

In 2012, there were only 73.3 women 
aged 20–24 years per 100 men of the same 
age in sparsely populated rural areas. In 
older age groups, the differences between 
genders even out. For example, in the final 
year of the review period (2012), there 
were 88.2 women aged 30–34 years per 
100 men of the same age. 

The aforementioned population devel-
opment can be interpreted so that women 
are under-represented in sparsely popu-
lated rural areas at the age that typically 
involves studying, vocational training and/
or employment, and starting a family.

Another noteworthy observation 
regarding gender-specific population 
development is that the share of men in 
the oldest age groups steadily grew in all 
areas (including towns) during the review 
period (to 2012). This can be interpreted 
so that the closer we move to the present, 
the more the life expectancy of men has 
increased – and approached that of women 
– in all types of areas.

Jobs, labour force and their regional 
distribution

The number of jobs has varied according 
to economic cycles. The first decade of the 
century approached the 1980s peak levels 
before the slump associated with the euro 
crisis started. The number of men’s jobs 
has fluctuated more strongly than that of 
women. This is mainly due to the differ-
ent shares of men and women in different 
industries. Economic depression is first 
reflected in the number of men’s jobs. 

The number of jobs has developed 
most favourably in towns and urban-adja-
cent rural areas. The development in these 
municipality types has differed from that of 
the rural heartland and sparsely populated 
rural areas, where the size of the labour 
force has decreased. This development was 
the strongest in the latter areas. Sparsely 
populated rural areas also have fewer 
workers in absolute terms.

The labour force of urban-adjacent 
rural areas exceeded that of the rural heart-
land in 2000. In sparsely populated rural 
areas and the rural heartland, the jobs of 
both men and women have developed 
along fairly similar lines. The number of 
jobs has also developed fairly similarly 
amongst both genders in the rural-urban 
dimension. On average, the number of 
women’s jobs has developed more favour-
ably than that of men’s jobs. An exception 
to this rule is formed by women’s jobs in 
the rural heartland, where the development 
was slower before 2007 than among men. 
However, due to the economic depression, 
the development has become similar to 
other rural types.

In 2010, most jobs existed in pub-
lic administration, particularly in social 
services and healthcare, followed by the 
industrial sector. There were relatively 
fewer jobs in public administration in the 
rural heartland than in other rural types 
or towns. 

Primary production is a fairly small 
employer at the national level. How-
ever, it has relatively the greatest impact 
on sparsely populated rural areas and the 
rural heartland. Secondary production, a 
field traditionally regarded as an urban 
source of livelihood, offers relatively more 
employment in the rural heartland and 
urban-adjacent rural areas than in towns. 
Naturally, secondary production offers in 
absolute terms the most jobs in towns.

In primary production, differences 
in development between rural types have 
been very small, with the number of jobs 
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having steadily decreased. It can be stated 
that the development has been less nega-
tive in the rural heartland and urban-adja-
cent rural areas.

By contrast, there have been notable 
differences between genders, as women’s 
jobs have decreased in primary production 
more rapidly than men’s jobs in all rural 
types. The development has been most 
unfavourable among women in sparsely 
populated rural areas.

Jobs in secondary production started 
to disappear during the recession of the 
1990s, but were partly replaced during 
the next decade. Industrial jobs started to 
recover the quickest in the rural heartland 
and urban-adjacent rural areas. However, 
only the number of men’s jobs increased. 
Conversely, the number of women’s jobs 
decreased in all area types.

Among women, jobs in secondary pro-
duction have decreased in all rural types 
and mostly in sparsely populated rural 
areas. Women’s jobs in industry are mainly 
located in towns, which is indicated by the 
overlapping graphs that represent all jobs 

and those in towns. After 2008, jobs in 
secondary production slightly increased 
among men in all rural types, but contin-
ued to decrease among women.

The relative proportion of private ser-
vices is the highest in towns. In addition, 
they are more important in urban-adjacent 
rural areas than in other rural types. Pri-
vate services have increased since the reces-
sion of the 1990s. In towns and urban-
adjacent rural areas, men’s jobs and, to a 
lesser extent, women’s jobs have increased 
in private services. In sparsely populated 
rural areas, there are more women’s jobs 
than men’s jobs, whereas the ratio is nearly 
even in the rural heartland.

Public services have developed along 
the lines of private services. A difference is 
that women’s jobs have mainly increased 
in public services, while men’s jobs have 
increased in private services.

The development of men’s jobs has 
been similar in urban-adjacent rural areas 
and the rural heartland to that of women’s 
jobs in sparsely populated rural areas. The 
change in the number of men’s jobs in 
sparsely populated rural areas has differed 
from other segments, because the number 
has been constantly declining. The public 
sector in the rural heartland and urban-

Relative change in the number of jobs per rural type in 1988–2010 in Finland. The 1988 index is 100. 
Based on the 2010 municipal division. (Source of raw data: Rural indicators of Statistics Finland)*

* Here and in other figures showing the number of jobs 
the numbers before 2007 are based on TOL2002 clas-
sification and those after 2007 on TOL2008.
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Development of the number of jobs by types of municipalities in 1988–2010. The 1988 index is 100. 
Based on the 2010 municipal division. (Source of raw data: Rural indicators of Statistics Finland).

adjacent rural areas has 3.8 women’s jobs 
for each men’s job, while the same ratio is 
3.5 in sparsely populated rural areas and 
2.8 in towns.

Of all the fields included in secondary 
production, the most successful employers 
compared with 1998 have been machinery 
and equipment manufacturing, electronics 
and electrical products. The least successful 
fields include textile and leather manufac-
turing. The textile industry has reduced its 
labour force in all rural types and amongst 
both genders. The decline in the textile 
industry has particularly reduced women’s 
jobs, and the slowing paper industry has 
reduced men’s jobs.

The food industry, which is function-
ally linked to primary production and rural 
areas, is a female-dominated business field. 
The jobs of both men and women have 
decreased in towns. However, the decrease 
has been slower in the rural heartland and 
urban-adjacent rural areas. The business 
field continues to be an important indus-
trial employer for women in the country-
side and a significant employer in towns. 
Timber production is another industrial 
field closely linked to primary production. 
The male-dominated field offers fewer jobs, 
but the decline has been slower in sparsely 
populated rural areas and the rural heart-
land than in other rural types. Most jobs 
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are in towns and the least in urban-adjacent 
rural areas. Of all industrial jobs in sparsely 
populated rural areas, timber production 
has the highest relative significance for 
men and the second highest for women. 
In areas of the rural type, the manufacture 
of rubber and plastic products and the 
manufacture of machinery and equipment 
have been emerging fields among men and 
women.  The former offers relatively few 
jobs but its importance has decreased in 
towns among both genders and in urban-
adjacent rural areas among women.

In the rural heartland, the manufac-
ture of metals and metal products is an 

important field that has increased its vol-
ume. Another significant industry is the 
manufacture of small-scale machinery 
and equipment. These two have a higher 
importance in the rural heartland than in 
other rural types. In sparsely populated 
rural areas and the rural heartland, the 
manufacture of rubber and plastic prod-
ucts and vehicle manufacturing have been 
smaller but growing fields. The latter has 
mainly offered jobs for men. The positive 
development of business fields came to a 
stop in 2007, after which the development 
has also been similar in urban-adjacent 
rural areas.

The number of jobs in 2010.

Entire 
Finland

Sparsely 
populated 

rural
areas

Urban-
adjacent

rural 
areas

Rural 
heartland 

areas

Towns

Primary production, total (A) 85,030 24,153 29,926 10,339 20,612
Secondary production, total (B–F) 514,943 33,296 69,227 61,326 351,094

D Electric, gas and heating maintenance, 
cooling operations 12,610 513 1,025 1,455 9,617
G Wholesale and retail, repair of
vehicles and motorcycles 280,062 13,793 23,063 23,503 219,703
H Transportation and storage 141,248 9,171 13,322 13,188 105,567
I Hotel, restaurant and catering business 80,071 6,564 6,321 6,246 60,940
J Information and communications 85,986 993 1,870 1,725 81,398
K Banking and insurance 46,663 1,735 3,168 1,961 39,799
L Real estate 20,812 1,034 1,409 1,425 16,944
M Vocational, scientific and technical 
operations 127,953 4,206 6,677 7,923 109,147
N Administration and support services 143,527 6,938 9,371 11,090 116,128

Public services, total (O–U) 769,071 51,109 74,913 67,468 575,581

O Public administration and civil 
defence, mandatory social insurance 121,141 7,680 9,854 8,812 94,795,
P Education 166,803 9,808 17,475 14,865 124,655
Q Healthcare and social services 370,875 26,396 38,891 35,101 270,487
R Art, entertainment and recreation 40,881 2,027 2,056 2,774 34,024
S Other services 68,719 5,179 6,605 5,880 51,055
T Households as employers 205 19 32 17 137
U International organisations and bodies 447 . . 19 428
X Unknown 30,313 3,243 3,937 3,766 19,367

Source of raw data: Rural indicators of Statistics Finland
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Number of farms receiving agricultural support according to production line in 2000–2006.

2000 2001 2002 2003 2004 2005 2006

Number of farms 77,896 75,384 73,386 72,000 71,100 69,088 68,766

Crop production 38,113 40,578 40,891 41,136 41,263 40,736 41,688
Dairy husbandry 22,564 21,026 19,839 18,561 17,427 16,399 15,002
Beef production 5,206 5,137 4,955 4,818 4,640 4,425 4,244
Pig husbandry 4,303 3,979 3,807 3,646 3,385 3,149 2,959
Poultry production 1,220 1,135 1,077 908 1,015 972 928
Other 6,490 3,529 2,817 2,931 3,370 3,407 3,945

Source: Finnish Agency for Rural Affairs.

Number of farms receiving agricultural support according to production line in 2007–2013.

2007 2008 2009 2010 2011 2012 2013

Number of farms 66,821 65,292 63,716 62,450 61,153 58,898 57,559

Crop production 41,488 41,496 41,195 41,114 40,730 39,609 39,717
Dairy husbandry 13,732 12,635 11,807 11,136 10,501 9,827 9,008
Beef production 4,122 4,035 3,932 3,789 3745 3,633 3,490
Pig husbandry 2,722 2,477 2,239 2,036 1920 1,771 1,539
Poultry production 879 817 769 724 696 589 568
Other 3,878 3,832 3,774 3,651 3,561 3,469 3,237

Source: Finnish Agency for Rural Affairs.

Distribution of farms receiving agricultural support according to production line in 2013.

Southern Finland1 Eastern Finland Central Finland Northern Finland
Number 
of farms %

Number 
of farms %

Number 
of farms %

Number 
of farms %

Crop production 20,105 50.6 5,769 14.5 10,004 25.2 3,839 9.7
Dairy husbandry 2,178 24.2 2,654 29.5 2,412 26.8 1,764 19.6
Beef production 1,048 30,0 1,000 28.7 960 27.5 482 13.8
Pig husbandry 794 51.6 96 6.2 591 38.4 58 3.8
Poultry production 126 58.9 0 0.0 88 41.1 0 0.0
Other 189 68.5 22 8.0 57 20.7 8 2.9

1Main regions of Uusimaa and Åland according to NUTS II have been included in Southern Finland.
Source: Finnish Agency for Rural Affairs.
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Producer price index and index of purchase prices of means of agricultural production (2000=100).1

Producer price The index of purchase prices of means agricultural production
index of Total Goods and Investments Buildings

agriculture2 index services

2013 148.7e 154.9 157.1 146.3 145.5

2012 138.2 151.5 153.4 144.6 145.0
2011 129.2 146.0 147.2 141.5 141.5
2010 113.7 130.1 128.1 136.2 134.6
2009 107.2 126.9 124.1 135.2 131.5
2008 119.9 139.5 141.8 134.3 136.6
2007 109.3 122.1 119.1 129.0 132.1
2006 103.2 116.1 113.7 121.6 120.5
2005 98.9 110.8 108.2 116.8 114.0
2004 101.5 107.1 105.1 111.8 109.5
2003 99.0 104.2 102.5 108.1 106.3

1 Indices are based on EU classifications.
2 Incl. fur production.
Source: Statistics Finland.

Structural change in agiculture.

Number1 Average1 Number of  Employed in agriculture2

of farms size of farms, milk suppliers 1,000  % of
1,000 hectares 1,000 persons employed

2013 54e 41.5e 9 76 3.1

2012 56 38.9 10 78 3.1
2011 58 37.4 10 80 3.2
2010 60 36.7 11 84 3.4
2009 64 35.9 11 88 3.6
2008 66 35.0 12 88 3.5
2007 67 34.4 13 87 3.5
2006 69 33.3 15 90 3.7
2005 70 33.0 16 91 3.8
2004 72 31.5 17 93 3.9
2003 74 30.6 18 99 4.2
2002 75 30.0 19 106 4.5
2001 77 29.1 21 112 4.7
2000 80 28.0 22 118 5.1
1999  .. .. 24 121 5.3
1998 88 25.0 26 120 5.4
1997 90 24.0 28 130 6.0
1996 94 22.9 30 133 6.3
1995 100 21.7 32 141 6.7

1 The compilation of farm statistics was renewed in 2010. According to the new Agricultural and Horticultural 
Enterprise Register, the economic output threshold for a farm enterprise is € 2,000. Approximately 4,000 farms earlier 
included in the register now remain below the threshold.
2 From 2005 based on new industrial classification TOL 2008.
Sources: Information Centre of the Ministry of Agriculture and Forestry, Statistics Finland.
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Number of animals in June and the average yield per cow.

Dairy cows Yield per cow Pigs Hens
1,000 litres 1,000 1,000

2013 283 7,977 1,300 3,432

2012 284 7,876 1,290 3,172
2011 286 7,859 1,335 3,304
2010 289 7,896 1,367 3,394
2009 290 7,850 1,381 2,926
2008 289 7,767 1,483 3,190
2007 296 7,796 1,448 3,134
2006 309 7,646 1,436 3,103
2005 319 7,505 1,401 3,128
2004 324 7,404 1,365 3,069
2003 334 7,251 1,375 3,016
2002 348 7,117 1,315 3,212
2001 355 6,932 1,261 3,202
2000 364 6,786 1,296 3,110
1999 372 6,443 1,351 3,361
1998 383 6,225 1,401 3,802
1997 391 6,183 1,467 4,152
1996 392 5,993 1,395 4,184
1995 399 5,982 1,400 4,179

Source: Information Centre of the Ministry of Agriculture and Forestry.

Sales of fertilizers, kg/ha and hectarage yield, f.u./ha.

Nitrogen Phosphorus Potassium F.u.yield (incl. straw)
kg/ha kg/ha kg/ha f.u./ha

2012–13 70.0 5.7 15.5 ..

2011–12 70.1 5.4 15.7 ..
2010–11 74.1 5.6 16.2 ..
2009–10 80.3 6.5 18.9 ..
2008–09 67.1 5.3 16.2 ..
2007–08 78.5 7.8 24.3 ..
2006–07 73.5 7.9 24.6 ..
2005–06 73.9 8.6 25.3 4,673
2004–05 75.0 9.2 25.9 4,826
2003–04 76.5 9.3 26.4 4,630
2002–03 80.0 9.8 27.8 4,478
2001–02 80.5 10.1 28.3 4,692
2000–01 83.2 10.8 31.1 4,531

Source: Information Centre of the Ministry of Agriculture and Forestry.
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Results of the total calculation of agriculture in 2006–2013e at current prices, € million.

RETURNS, € million 2006 2007 2008 2009 2010 2011 2012 2013e

Farms represented 67,310 64,885 63,607 62,139 60,550 59,294 56,793 53,608

GROSS RETURN, € million 4,740 5,190 5,240 5,076 5,316 5,427 5,577 5,614

Return on crop production 412 775 513 415 636 673 726 705
  Rye and wheat 84 173 98 59 137 152 167 158
  Barley 117 276 169 132 164 184 234 208
  Oats, other cereals 71 126 87 49 103 130 170 139
  Oilseed crops 33 31 26 45 66 52 28 52
  Grass fodder 10 70 44 27 55 51 37 31
  Potato and sugar beet 83 89 76 84 86 76 74 102
  Leguminous plants and other 14 11 13 20 26 28 16 15
Return on livestock 1,637 1,728 1,943 1,862 1,799 1,973 2,033 2,102

Return on cattle husbandry 1,126 1,207 1,322 1,245 1,257 1,361 1,508 1,553
Return on pig husbandry 334 340 358 390 374 350 314 330
Return on poultry 160 170 244 188 138 215 175 181
Return on sheep, goats, horses, etc. 17 11 18 39 31 47 36 38

Return on horticulture 496 523 543 569 588 527 562 581
Financial return 13 13 17 13 12 14 12 12
Other return 199 200 225 235 245 243 221 258
Support payments total 1,983 1,951 1,999 1,982 2,035 1,998 2,023 1,957

CAP support total 544 549 570 559 583 572 617 597
Natural handicap and environment 
payments

739 766 781 802 806 807 807 805

National and investment subsidy 699 634 647 619 645 617 596 555
COSTS, € million 2006 2007 2008 2009 2010 2011 2012 2013e

PRODUCTION COST 5,970 6,225 6,603 6,555 6,605 6,601 6,848 6,724

Supplies costs 1,646 1,700 1,933 1,951 1,857 2,003 2,131 2,172
Fertilisers, liming 195 200 223 325 219 246 279 287
Other crop production costs 295 313 333 364 364 356 378 398
Fuels 243 223 312 235 241 283 339 312
Electricity 138 160 171 175 192 195 203 198
Purchased fodder cost 438 464 565 494 448 545 558 579
Livestock cost 337 338 328 358 393 378 375 396

Machinery cost 923 995 1,088 1,068 1,027 1,045 1,061 1,055
Depreciations on machinery 565 594 656 626 581 596 578 577
Other machinery costs 358 401 431 442 446 449 483 477

Building costs 338 383 394 376 390 379 379 385
Depreciations on buildings 283 326 332 314 322 320 317 322
Other building costs 55 57 62 62 68 58 62 63

Other cost 773 795 812 821 857 875 903 935
Insurances 279 283 284 283 300 301 308 302
Rents 112 116 124 129 146 143 141 153
Other depreciations 45 49 49 49 49 51 50 50
Other costs 337 347 355 360 362 379 404 430

Labour costs 1,640 1,632 1,610 1,602 1,627 1,513 1,522 1,477
Wages paid 173 187 217 199 199 204 223 229
Wage claim 1,467 1,445 1,393 1,402 1,428 1,310 1,299 1,248

Interest costs 651 721 766 738 847 787 852 701
Interest expenses 129 158 169 135 112 116 120 105
Interest claim on own capital 522 563 597 603 735 671 732 595

FINANCIAL RATIOS 2006 2007 2008 2009 2010 2011 2012 2013e
RETURNS, € million 4,740 5,190 5,240 5,076 5,316 5,427 5,577 5,614
PRODUCTION COST, € million 5,970 6,225 6,603 6,555 6,605 6,601 6,848 6,724
Entrepreneurial profit, € million -1,225 -1,030 -1,359 -1,479 -1,286 -1,167 -1,275 -1,110
Entrepreneurial income, € million 763 978 632 527 877 813 755 733
Profitability ratio 0.38 0.49 0.32 0.26 0.41 0.41 0.37 0.40
Return on assets % -4.1 -2.1 -3.8 -4.7 -2.8 -2.3 -2.5 -2.4
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Agricultural support1.

SUPPORT FINANCED COMPLETELY OR PARTLY BY THE EU IN 2014, €/ha or €/unit

Aid area A B C1 C2 C2north C3      C4

DECOUPLED CAP PAYMENTS, €/ha
Single payment (regional flat-rate payment), €/ha 232.51 194.29 194.29 170.33 170.33 170.33 170.33
Farm-specific top-ups:
Farm specific top up for bulls, €/livestock unit 22.05 22.05 22.05 22.05 22.05 22.05 22.05
Farm specific top up for steers, €/livestock unit 15.75 15.75 15.75 15.75 15.75 15.75 15.75
Farm specific top up for starch potato, €/tonne 6.19 6.19 6.19 6.19 6.19 6.19 6.19
Additional payment for milk, €/tonne of the 
reference quantity 

8.57 8.57 8.57 8.57 8.57 8.57 8.57

Farm specific top up for sugar beet, €/tonne 64.97 64.97 64.97 64.97 64.97 64.97 64.97
Farm specific top up for timothy2

PROTEIN AND OILSEED CROPS PREMIUM3 85 85 85 85 85 85 85

STARCH POTATO PREMIUM 550 550 550 550 550 550 550

CAP LIVESTOCK PREMIUM, €/animal
Beef premium, bulls and steers 385 385 225 225 225 225 225
Beef premium, suckler cows and suckler cow heifers 150 150 85 85 85 85 85
Dairy cow premium 148 148 - - - - -
EWE PREMIUM4 13.5 13.5 13.5 13.5 13.5 13.5 13.5
QUALITY PREMIUM FOR SLAUGHTER LAMBS5 35 35 35 35 35 35 35

LFA SUPPORT,€/ha6 150 200 200 210 210 210 210
LFA7 - basic payment 20 20 20 25 25 25 25
        - additional payment for livestock farms 80 80 80 80 80 80 80

ANIMAL WELFARE PAYMENT, €/LU Basic conditions Additional conditions
Bovines 50.00 17.00–57.00
Pigs 16.00 4.00–23.00

ENVIRONMENTAL SUPPORT, €/ha Crop producing farm  Livestock farm
Cereal, oilseed crops, protein crops, grasses 93 107
Group 1 horticultural crops (outdoor vegetables etc.) 450 450
Group 2 horticultural crops (berries and fruits) 438 438
Nature management fields (perennial grasses) 170 170
Nature management fields (biodiversity) 300 300
Certain seed spice plants 181 181

Additional agri-environment measures: support areas A, B and C: reduced fertilisation 10 €/ha, more accurate nitro-
gen fertilisation of arable crops 23 €/ha, manure spreading during growing season 27 €/ha, plant cover in winter and 
reduced tillage 11 €/ha, nutrient balances 18 €/ha.
Additional measures only for areas A and B: plant cover in winter 30 €/ha, intensified plant cover in winter 45 €/ha, 
crop diversification 24 €/ha and cultivation of catch plants 13 €/ha.
Additional measures for horticulture (support areas A, B and C): more accurate nitrogen fertilisation of horticultural 
crops 90 €/ha, use of cover for perennial horticultural crops 256 €/ha and use of pest monitoring methods 144 €/ha.
Contracts concerning special agri-environment measures: support level 56–450 €/unit of payment.

1 Includes payments for main products, which means that the table does not cover all support payments.
2 The farm specific top ups for timothy paid in the whole country total 1.15 mill. €. The support is allocated according to a reference 
quantity which depends on the average support granted in 2007–2009.
3 The premiums total 5.96 mill. €. The final level of the premium is determined according to the approved total area. Protein crops which 
entitle to the premium are field pea (food and fodder pea), field bean and sweet lupin. Mixtures containing more than 50% of the protein 
crop seed in the total amount of seed sown are also eligible. Premium is paid for the following oilseed crops: winter oilseed rape, winter 
turnip rape, spring oilseed rape, spring turnip rape, sunflower, oil flax, oil hemp and gold of pleasure (Camelina sativa). The premium is 
subject to the condition that at least 10% of the arable area of the farm is under the eligible crops or mixtures.
4 Includes the top-up for less favoured areas 3.5 €/ewe. Milk producing animals 8 €/animal + top-up 3.5 €/animal.
5 Premium is granted on the basis of slaughterings notified to the sheep and goat register for lambs with a carcass weight of at least 
18 kg. 
6 In LFA scheme livestock farm is a farm with minimum stocking density of 0.4 LU/ha or the farm has at least 10 LU and the minimum 
stocking density is 0.2 LU/ha for the whole commitment period
7 Top-ups to LFA payments are cut due to payment ceilings. In 2009 the payments were 98.3% of the maximum per hectare.
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2009 2010 2011 2012 2013 2014
Unit €/unit €/unit €/unit €/unit €/unit €/unit

NATIONAL SUPPORT FOR AGRICULTURE AND HORTICULTURE
NATIONAL AID FOR SOUTHERN FINLAND, NORTHERN AID AND AID FOR CROP PRODUCTION

Aid per livestock unit
Aid for animal husbandry, suckler cows
A and B €/LU 83 83 83 90 93 93
C1 €/LU 300 300 300 300 300 300
C2 €/LU 300 300 300 300 300 300
C2north. and archipelago €/LU 376 376 376 376 376 376
C3 €/LU 451 451 451 451 451 451
C4 €/LU 636 636 636 636 636 636
Aid for animal husbandry, male bovines >6 months
A and B €/LU 187 187 187 187 187 187
C1 €/LU 414 414 422 422 422 422
C2 €/LU 422 422 430 430 430 430
C2north. and archipelago €/LU 498 498 506 506 506 506
C3 €/LU 574 574 582 582 582 582
C4 €/LU 759 759 767 767 767 767
Aid for animal husbandry, ewes and goats
A and B €/LU 184 184 184 184 184 184
C1 €/LU 390 390 390 390 390 390
C2 €/LU 398 398 398 398 398 398
C2north. and archipelago €/LU 474 474 474 474 474 474
C3P1–P2 €/LU 664 664 664 664 664 664
C3P3–P4 €/LU 745 745 745 745 745 745
C4P4 €/LU 956 956 956 956 956 956
C4P5 €/LU 956 956 956 956 956 956

Decoupled aid for pips and poultry1

A and B €/LU 148 139 138 114 74 76

Farms below the farm specific limit2

C1 €/LU 269 261 265 245 208 208
C2 €/LU 234 227 231 214 182 182
C2north. and archipelago €/LU 288 281 284 269 242 242
C3 and C4 €/LU 297 290 293 278 251 251

Farms over the farm specific limit2

C1 €/LU 205 199 197 162 105 108
C2 €/LU 176 170 169 140 91 93
C2north. and archipelago €/LU 150 145 144 119 77 79
C3 and C4 €/LU 150 145 144 119 77 79

1 As from 2009 support paid as decoupled payment according to the farm-specific reference quantity of 2007. Reference amounts 
in AB- and C-area are based on certain criterion. Therefore comparing the aid based on reference amounts between different regions 
needs further review. The premise is that the aid for units exceeding the farm specific limit in C-area is the same as in AB-area.
2 The farm-specific differentiation of coupled support is applied in northern aid. The farm specific limit for small farms is 146 LU in 
area C1, 170 LU in area C2, 200 LU in area C2 north and in areas C3 and C4. 
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2009 2010 2011 2012 2013 2014
Unit €/unit €/unit €/unit €/unit €/unit €/unit

Northern aid paid for slaughtered animals
Male bovines C3–C4
P1–P2 €/animal 131 131 131 131 131 131
P3–P4 €/animal 182 182 182 182 182 182
P5 €/animal 333 333 333 333 333 333

Heifers
A and B €/animal 114 144 144 144 144 144
C1 €/animal 269 299 299 299 299 299
C2 €/animal 269 299 299 299 299 299
C2north. and archipelago €/animal 318 348 348 348 348 348
C3 €/animal 360 390 390 390 390 390
C4 €/animal 446 476 476 476 476 476

Production aid for milk
A and B cents/l 3.1 3.1 3.2 3.1 3.1 2.8
C1 cents/l 8.1 8.0 8.0 8.0 8.0 7.7
C2 cents/l 8.7 8.7 8.7 8.7 8.7 8.4
C2north. cents/l 10.0 9.7 9.7 9.7 9.7 9.4
C3P1 cents/l 13.0 12.7 12.7 12.7 12.7 12.4
C3P2 cents/l 14.7 14.4 14.4 14.4 14.4 14.1
C3P3–P4 cents/l 17.4 17.0 17.0 17.0 17.0 16.7
C4P4 cents/l 22.2 21.7 21.7 21.7 21.7 21.4
C4P5 cents/l 31.4 30.9 30.9 30.9 30.9 30.6

Aid for crop production
C1 area1

Wheat €/ha 47 47 47 38 38 38
Rye €/ha 112 150 150 150 150 150
Malting barley €/ha 70 - - - - -
Oil seed plants €/ha 100 120 120 120 120 120
Starch potatoes €/ha 133 133 133 133 133 133
Vegetables grown in the open €/ha 348 348 348 348 348 348
Other arable crops excl. cereals €/ha 100 120 120 120 120 120
C2 and C2north. areas1

Wheat €/ha 47 47 47 38 38 38
Rye €/ha 112 150 150 150 150 150
Malting barley €/ha 70 - - - - -
Oil seed plants €/ha 27 47 47 47 47 47
Starch potatoes €/ha 133 133 133 133 133 133
Vegetable grown in the open €/ha 348 348 348 348 348 348
Arable crops excl. cereals €/ha 27 47 47 47 47 47
C3 and C4 areas
Vegetable grown in the open €/ha 348 348 348 348 348 348

1 C area Northern aid. 
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2009 2010 2011 2012 2013 2014
Unit €/unit €/unit €/unit €/unit €/unit €/unit

Aid for special crops in southern Finland
A and B areas
Starch potatoes €/ha 100 100 100 100 100 100
Vegetable grown in the open €/ha 100 100 100 100 100 100

Aid per hectare of livestock farms
A and B areas €/ha 30 30 36 37 39 41

National aid for sugar beet €/ha 350 350 350 350 350 350

General area payment C2–C4
Cereals and other arable crops
C2, C2north and archipelago €/ha 30 33 33 33 33 28
C3 €/ha 46 49 49 49 49 44
C4 €/ha 97 100 100 100 100 95
Other crops
C2, C2north. and archipelago €/ha 35 33 33 33 33 28
C3 €/ha 51 49 49 49 49 44
C4 €/ha 102 100 100 100 100 95

General area payment for young farmers C1–C4 €/ha 36 36 36 36 36 36

Aid for greenhouse products A and B 
over 7 months €/m2 11.0 10.9 11.4 11.1 10.3 10.5
2–7 months €/m2 4.0 4.4 4.4 4.1 3.8 4.0
Aid for greenhouse products C1 and C2 
over 7 months €/m2 11.7 12.3 11.1 11.4 10.6 10.6
2–7 months €/m2 4.3 4.7 4.9 4.4 4.1 4.1
Aid for greenhouse products C2P 
over 7 months €/m2 13.2 11.7 12.3 11.4 10.6 10.6
2–7 months €/m2 4.3 4.7 4.9 4.4 4.1 4.1
Aid for greenhouse products C3–C4 
over 7 months €/m2 11.2 11.7 12.3 11.4 10.6 10.6
2–7 months €/m2 4.3 4.7 4.9 4.4 4.1 4.1

Northern storage aid for horticulture products
A and B
Storages with thermo-control system €/m3 14.2 14.2 14.2 14.2 14.2 14.2
Storages without thermo-control system €/m3 8.8 8.8 8.8 8.8 8.8 8.8
C areas
Storages with thermo-control system €/m3 14.2 14.2 14.2 14.2 14.2 14.2
Storages without thermo-control system €/m3 8.8 8.8 8.8 8.8 8.8 8.8

Conversion coefficient of livestock units in national aid

Livestock unit  
Suckler cows 1
Suckler cow heifers, over 2 years 1
Suckler cow heifers, 8 months–2 years 0.6
Bulls and steers, over 2 years  1
Bulls and steers, 6 months–2 years 0.6
Ewes 0.15
She-goats 0.48
Horses
- breeding mares (horses and ponies) 1
- Finnhorses, at least 1 year a 0.85
- other horses 1–3 years 0.6
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