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1 Introduction 
Finland is one of the northernmost agricultural countries in the 
world. Therefore, the short growing season and disadvantageous 
weather conditions are the basic constraints for Finnish 
agriculture. The growing season in the southernmost parts in 
Finland is around 180 days, whilst in the north only 120 days. 
Despite these drawbacks the Finnish agricultural production 
faced a growth in productivity during the post-war period. This 
was due to the modernisation and commercialisation of the 
agriculture. Also, a number of institutional changes can be seen 
as the reasons behind the growth. Finnish farming was a success 
story in production terms, though at the same time the rural 
areas and the population faced structural change, including 
massive migration from the rural areas. 

As one of the pioneers in the study of structural change in 
agriculture, T. W. Schultz, already stated in the early 1950s, the 
development of Western economies can be characterised by a 
decline of the aggregate input of the community to produce farm 
products1. Also in Finland the growth of productivity enabled the 
feeding of the Finnish people with less labour input into 
agricultural production. Right after the Second World War 
Finland was still a country highly dependent on the agricultural 
sector. By the end of the century the situation changed dramati-
cally: the status of agriculture in Finland declined in terms of 
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both its contribution to the national economy and its role as an 
employer. Primary production in 1950 accounted for 26% of gross 
domestic production (GDP) and 46% of the labour force, whilst 
by 1985 its share has declined to 8% of GDP and 14% of the 
labour force (Table 1). In 2002 the proportion of agriculture2 was 
only 1.5% of GDP and 4% of the labour force, though in the vast 
rural areas agriculture and forestry together formed the most 
important field of activity.3 

The changes in Finnish agriculture are among the basic 
determinants in explaining the economic, social and political 
developments of the country during the latter half of the 20th 
century. The development of agricultural production was a key 
factor in launching the massive emigration from the rural areas to 
the urban centres – thus preparing the ground for urbanisation of 
Finland that occurred during this time period. Furthermore, the 
rise in production and productivity made it possible to lower the 
prices of foodstuffs; together with the growth of wealth people 
spent less on food and drink. For example, in the late 19th century 
over 50% of the private consumption expenditures still went to 
foodstuffs (not including drink), whilst this share decreased to 
one third in the early 1950s, to one fourth by the early 1980s, and 
to c. 14% by the early 21st century.4 

During the post-war period agriculture made a considerable 
impact on the industrial development within the country. The 
food industry emerged to become the fourth largest industrial 
branch in Finland, including meat processing, the dairy industry, 
the bakery industry, and the brewing and soft drink industry. 
The agriculture based cluster of industries evolved, including not 
only food industries but also various other industries, for 
example, the machinery of metal industry production and tools 
(such as tractors) to be used in agricultural production. The most 
important industrial sector during the post-war era, namely the 
forest industry, was also closely linked to the developments of 
the agricultural sector due to the fact that the greatest proportion 
of the forest was owned by farms up to the 1970s. 

One of the main characteristics of Finnish agricultural produc-
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tion throughout history has been the privatively owned, rela-
tively small-sized farms. The role played by the central govern-
ment in providing possibilities for agriculture has been another 
key factor. This paper aims to stress the co-evolutionary progress 
of Finnish agricultural production on the one hand, and the 
changes in society/government as a whole on the other. It is not 
possible to explain the other without taking into consideration the 
changes in the other determinant. Namely, during the period 
Finnish society and the economy in particular faced a number of 
changes. Agricultural production can be seen as pivotal in this 
process. Also, agricultural production was highly dependent on 
the complex socio-economical and macro-level political const-
raints. Following the basic ideas of Nobel laureate Ronald Coase, 
agricultural production in privatively owned farms was basically 
possible only because of property rights provided by the govern-
ment; namely the rights to own farm land.5 

The government also used its rights to govern land ownership 
in several phases in Finnish history, starting with general 
parcelling out of land in the 18th and 19th centuries, land 
acquisition acts in the early 20th century and right after the 
Second World War. In 1950 one third of all Finnish farms, namely 
over 100,000 farms, were established by land acquisition acts.6 All 
these changes were only possible by infringement of private 
ownership, and they all laid the basis for the further develop-
ment not only in agricultural production but for the countryside 
in Finland as a whole. 
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Table 1. Distribution of Employment 1860 – 1999, percent shares 

 Primary 
production

Secondary 
production

Services Total 

1860 79 14 7 100 
1890 74 17 9 100 
1920 60 20 20 100 
1950 46 29 36 100 
1980 13 34 53 100 
1999 6 28 66 100 

Sources: Tilastokeskus (www.stat.fi); Hjerppe, Suomen talous 1860–1985: 
Kasvu ja rakennemuutos, 286 – 291; Hjerppe, The Finnish Economy 1860–1985. 
Growth and Structural Change, 63; Tykkyläinen and Kavilo, Maaseudun 
asuttaminen ja talouden rakennemuutos Suomessa, 14; Kuhmonen, Maatalouden 
alueellinen rakennekehitys ja rakennepolitiikka, 15 – 16. 

 
The structural change of the Finnish economy can be viewed 

from the macro level as a change from agriculture to a service 
economy in a short period of time. As Riitta Hjerppe has pointed 
out, the development of the Finnish economy differs from those 
of many other Western European countries, such as Sweden, 
Germany, or United Kingdom: the structural transition of the 
economy happened directly from primary production to services, 
without a period of industrial dominance in the economy – both 
in terms of labour force and share of the GDP.7 Yet agriculture 
was a major source of livelihood for a number of people until the 
end of the century. Even in the early 21st century ‘farmer’ was 
among the most common classifications of employment in Finland; 
for example, in 2002 there were almost 80,000 farmers in Finland8.  

This article purports to answer the question how and why the 
change occurred. The structural change of Finnish agriculture 
during the post-war period has not yet been studied accurately 
enough. This paper tries to describe the basic development patterns 
by using the current research literature as well as statistical material 
as sources for the study. First, we will concentrate on the general 
structural changes in the Finnish economy by stressing the 



 FINNISH AGRICULTURE AFTER THE SECOND WORLD WAR   
 

417 

institutional constraints, and second, on the change in the 
productivity of Finnish agriculture, with emphasis on the 
modernisation and commercialisation of agricultural production. 
For starters, some conceptual considerations are made.  
 
2 Conceptual Setting 
What were the possibilities for individual farmers in Finland to 
develop their agricultural production during the post-war era? 
On one hand, one might stress the exogenous constraints: the 
international competition on farm products which lowered their 
prices and made the domestic production highly difficult without 
the aid provided by the state. On the other hand, one might say 
that these subsidies by the state constrained production even 
further. These points are worth keeping in mind, though it is 
necessary to point out that even though these exogenous 
pressures existed there was still room for individual strategies 
not only at the governmental level for the national agricultural 
policies, but also for the individual farmers. Therefore, the key 
issue in the development of Finnish agriculture during the post-
war era is to understand macro-level exogenous constraints and 
micro-level endogenous possibilities, and the co-evolutionary 
historical paths of these two levels.  

The concept ‘co-evolution’ is being used in describing the long 
term development of industries in different societies. As Johann 
Peter Murmann has pointed out, in order to understand the ‘paths’ 
– either success or failure – of certain industries in certain 
countries, the role played by society, and the governmental role in 
particular, have to be taken into the analysis. Firms and industries 
are related to the society where they emerge and develop, and 
furthermore, the society as well is dependent on the evolution of 
the industries and other branches of the economy.9 Following this 
line of thought, also the development of agriculture should be seen 
as a product of co-evolution of society and production, people and 
politics. As Jon Lauck has pointed out, also in the United States 
during the post-war period farmers and politics interacted, 
launching processes of competition and concentration10. 

In describing the evolution of Finnish agriculture, a number of 
rather complicated concepts are used, such as modernisation, 
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technological change, innovation, productivity, (structural) 
change, continuity (discontinuity), and the role played by the 
institutions. Even ‘agriculture’ itself is a highly problematic 
concept in the Finnish context. Namely, when analysing primary 
sources of livelihood for the agrarian people in this time period, 
the farm itself did not necessarily provide the main income for 
the family. The role of forestry was especially pronounced in 
providing extra income in many parts of Finland. Furthermore, 
working outside the farm was also common.11 

The possibilities for individual farmers to influence their 
sources of livelihood were seen in the contemporary texts as well 
as in research narrow – on the contrary the role played by the state 
as ‘rule maker’ is stressed. Regulation and protection in a semi-
closed and protected economy was characteristic of all economic 
activities in Finland up to the early 1980s, of agricultural 
production in particular. Furthermore, protection and regulation 
were characteristic of the agricultural production and trade on 
agricultural products also in an international setting throughout 
the post-war era up to the 1990s, though attempts were made to 
‘open’ and deregulate production and especially trade12. 

State intervention is usually understood as a necessity to 
correct market failures. By referring to the institutional economics 
the institutions should, however, be seen in a broader context. 
Following Douglass C. North, we stress that institutions should 
be understood as the ‘rules of the game’, whilst individual actors 
and organisations are ‘players’. These rules include not only 
formal state legislation, but also various informal constraints, 
such as codes of conduct, values and historical dependencies.13 
The school of ‘public choice’ has paid more attention to the 
interaction between institutions, organisations and individuals.14 
The development of Finnish agriculture during the post-war 
period was highly dependent – at least at the political level – on 
the nexus-of-contracts and interplay between a number of actors. 
In the corporatist system the role played by the farmers’ interest 
group, The Central Union of Agricultural Producers and Forest 
Owners (MTK) was paramount. Farmers succeeded in 
influencing national (agricultural) policies through it. The 
situation was similar in Sweden. The corporate decision making 
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process enabled MTK to get a more powerful position in the 
negotiations during the 1980s than it should have had in 
proportion to agriculture’s share in GDP and the number of 
members in the interest group.15 

‘Modernisation’ is in this paper understood as an outcome of a 
number of technological and institutional innovations. A number 
of factors contributed to the modernisation in agriculture, 
including the biological and natural conditions for agricultural 
production; the urban environment and industrialisation as a 
background for the demand of agricultural products but also in 
supplying tools and machinery for agricultural production; 
professional activity of farmers, including training, education 
and the services provided by a number of advisor organisations. 
Finally, modernisation is highly dependent on the possibilities of 
the individual farm to adapt to innovations, whether in terms of 
mental readiness for change or due to financial possibilities.16 

Institutional innovations are here understood mainly as the 
results of national agricultural policies – though they were 
products of long processes in which the different actors had 
possibilities to exercise influence on the outcomes. Technological 
innovations include not only the mechanisation of agricultural 
production, but also cereal and cattle breeding, schooling of far-
mers, farm advising organisations and so on. Furthermore, neither 
the institutional nor the technological innovations are important 
before they are taken into common use.17 Within the technological 
innovations productivity and efficiency of production is usually 
stressed – as well in contemporary discussion as in the research. 
The growth of productivity was among the key issues in Finnish 
agricultural policy throughout the period – the concept, its causes 
and consequences were not called into question. However, even 
the measurement of productivity is tricky18. Although the growth 
of productivity enabled more production with less human input, it 
required more capital input. Therefore, agricultural production 
changed from labour-intensive to capital-intensive. This caused 
financial difficulties to individual farms due to investments to 
more efficient machines and better facilities, and also due to a 
number of environmental problems caused by massive utilization 
of artificial fertilizers and pesticides.19 
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The changes in Finnish agricultural production did not occur 
in a vacuum. On the contrary, the international structural 
changes in agriculture, food industries, politics and the trade of 
agricultural products describe a lot of the ‘Finnish story’ – 
especially from the late 1980s onwards when Finnish agriculture 
had to be adjusted not only to the standards and restrictions of 
the European Union, but also to GATT and WTO agreements.20 
 
3 The Change of the Finnish Economy and Agriculture 
The basic patterns that influenced Finnish agriculture during the 
different decades are described in Table 2. In its perspective 
institutional patterns are overemphasized – the production and 
productivity patterns, as well as technological development will 
be described later. The general trend in the Table marks the 
primary problems in each time period, whilst ‘key issues’ refers 
especially to the debates in agricultural policy. The role played by 
the state is prominent. As a whole the principal aims of Finnish 
agricultural policy since the 1950s have been efficiency, self-
sufficiency in farm products, an adequate income level for the 
farming population, ensuring the availability of foodstuffs, and 
the need to maintain settlement over the whole country21. The 
two last columns, namely type of production and ownership 
refer to the actor-level changes in individual farms. 

Immediately after the war the key issue in Finnish domestic 
politics was the resettlement of the soldiers and the people from 
the lost Karelia.22 The process was enforced by a land acquisition 
act. Altogether 100,000 new homesteads were founded. From 
these homesteads one third were engaged in full-time 
agriculture, c. 15% practised agriculture as a secondary source of 
income, and the rest were not engaged in farming at all. The 
homesteads were established either by dividing the farmland of 
the older farms or by clearing land for cultivation. Over 9% of all 
farming land in the 1950s was created through land acquisition. 
Since the urban centres in Finland did not provide enough 
possibilities and the poor post-war country did not have 
anything else to offer, the resettlement to the countryside was an 
act of necessity in the post-war situation, but had long- term 
consequences. First, the average size of Finnish farms decreased 
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due to the fact that the new farms were small-sized, practically all 
below 15 hectares. Second, the resettlement partly delayed the 
urbanisation process in Finland, which began only during the 
1960s when the people from the rural areas started to move in 
masses to the urban areas. Third, again partly due to the 
resettlement, agriculture remained as one of the most important 
sources of livelihood for the majority of the people. Fourth, 
resettlement was one of the major reasons for the problems 
related to the overproduction during the 1960s and 1970s.23 
 
Table 2. 
Phases of development in Finnish agriculture, from the 1940s to the 21st century 

 1940s and 
1950s 

1960s and 
1980s 

1990s and the 
early third 

millennium 
General trend Adaptation to 

the post-war 
economy 

Overproduction Adaptation to 
the European 

Union 
Key issues Resettlement, 

controlled 
economy, 

encouragement 
of agricultural 

production 

Restrictions on 
production, 

out-migration 
from rural 

areas 

Growth and 
structural 
change, 

viability of the 
rural Finland; 
Commerciali-

sation 
Type of 

production 
Diversified, 
central role 

played by the 
additional 
incomes 

Concentrated, 
additional 

income 
important 

Concentration 

Typical farm 
ownership 

Small, family 
owned 

Middle sized 
farms, family 

ownership 

‘Euro-sized’ 
production 

units, family 
owned 

 
Until the mid-1950s the Finnish economy was tightly 

controlled, especially food production due to the lack of some 
vital foodstuffs. Therefore, agricultural production as a whole 
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was encouraged to meet the growing demand. The resettlement 
of the armed forces and Karelian people were parts in this 
process as well. By the end of the 1950s the encouragement of 
greater agricultural production even proved to be too successful: 
agriculture was suffering from severe overproduction. 

The restrictions of the agricultural production were among the 
most debated issues in Finnish politics throughout the 1960s and 
1970s. Critical political borderlines were drawn according to the 
standpoints concerning the future of agriculture. The Agrarian 
Party (later Centre Party) had deep roots in the countryside and 
close connections to the Central Union of Agricultural Producers 
and Forest Owners (MTK) and supported policies that would 
have kept Finnish agriculture profitable, whilst the Social 
Democrats opposed further subsidies to agricultural production. 
Among the debated issues from the 1950s on was, for example, 
how to ensure through incomes policies similar wage trends to 
farmers as the workers in the society had24. The overproduction 
became a topic of public discussion in the late 1950s. Especially 
the overproduction of dairy products and eggs caused problems. 
Four special governmental committees were established to cope 
with the problems, the main concern being overproduction. The 
first committee (1958–1962) concentrated on the acute problems 
of exporting agricultural products to European countries and on 
the structural changes in rural areas. The second committee 
(1965–1967) concentrated more clearly on the overproduction and 
recommended quite unique solutions. The third (1977–1980) and 
fourth (1985–1987) committees concentrated on similar issues, 
with more emphasis on the structural changes not only in 
agriculture, but in the rural areas of Finland as whole.25  

The role played by the state in regulating agricultural 
production was important. Already in the beginning of Finnish 
independence it was regarded as a necessity to secure the 
domestic production of food in the case of crises. Therefore, 
domestic production was being subsidized, which was even 
highlighted in the post-war resettlement. Already during the late 
1950s Finnish agriculture produced more food than could be 
consumed in domestic markets (Table 3). This continued in the 
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1970s, 1980s and 1990s, though there were annual changes in self-
sufficiency in foodstuffs. 

The export of agricultural products was problematic. In most of 
the industrialised countries, the import of agricultural products has 
been under control throughout the post-war era – these restrictions 
in import and farming subsidies are sometimes accused of being the 
main reasons for the high prices of agricultural products and 
overproduction26. Finland, among other countries, has used import 
duties and quotas as the central tools in maintaining domestic 
agricultural production – the fact was that the production of 
agricultural products in Finland was not competitive in world 
markets. Therefore, export of the overproduction needed, again, 
governmental subsidies. Thus, it became evident that domestic 
production had to be cut. This was, however, politically difficult – 
the leading party (Agrarian Party) was dependent on rural votes. 
Cuts in the production could have also led to dramatic 
consequences in the Finnish economy as a whole.  
 
Table 3. 
Self-sufficiency in foodstuffs: production as percent of consumption 

Product group 1970 1980 1990 2000 
Cereals 114 70 175 103 

Dairy products – liquids .. 129 122 112 
Dairy products – fats 126 128 143 132 

Beef 110 102 109 93 
Pork 110 119 114 101 
Eggs 136 151 137 114 
Sugar 27 60 91 71 

Source: Official Statistics of Finland (www.stat.fi); Ministry of Agriculture 
and Forestry (http://tike.mmm.fi). 

 
Due to overproduction, agriculture became to be highly 

subsidized in most of the Western countries. In Finland the 
subsidies to agriculture were highly controversial. The restriction 
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methods and subsidies formed a complex system, in which most 
of the export subsidies were paid by the farmers themselves.27  

More drastic measures to cut the overproduction were 
introduced during the 1960s and 1970s. Among the most 
innovative institutional restrictions was the field reservation 
system, suggested by the second agricultural committee in 1969. 
Within the field reservation system compensation was paid for 
fields allowed to lie fallow. Around 10% of the total area of 
cultivated land was withdrawn from active cultivation. The field 
reservation system was widely criticised, on the one hand on 
emotional grounds: it was seen as the embodiment of the 
stagnation of rural areas, where now the areas previously cleared 
for farming land with hard work were abandoned or reforested. 
On the other hand, the field reservation system also proved to be 
an insufficient measure to deal with the problems of 
overproduction. At the same time the market situation became 
easier due to the sales to the Soviet Union, weak crops and oil 
crises, which all increased world market prices for agricultural 
products. Furthermore, the massive out-migration from almost 
all the rural areas of the country diminished the number of active 
farms, especially small sized ones.28 The migration did not 
include only a flow of people, but also a flow of capital from rural 
to urban areas – the patterns of forest ownership changed 
drastically, in particular. The outcome of migration was profound 
in the whole of Finnish society: in 1950 around one third of the 
population lived in urban centres, whilst by the end of the 
millennium the share was about 67%.29  

The measures by the state to restrict production somewhat 
stabilised the situation but at the same time restricted ‘natural’ 
development of the individual farms. For example, the 
production quotas on the dairy farms meant that the production 
had to be adjusted to a certain level for years to come.30 The 
production quotas allotted to milk production were defined in 
the middle of the 1980s and were still in use in the early 21st 
century, though farms were enabled to ‘buy’ more quotas from 
each other from the 1990s on. 

During the 1990s Finnish agriculture again faced a period of 
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change. The main determinant was Finnish membership in the 
European Union: Finnish agriculture had to adjust itself to its 
agricultural politics, diminishing farming subsidies, production 
quotas and other restrictions. Though Finland got a number of 
advantages to agriculture in the Treaty of Accession to the EU, 
joining the EU has caused the most profound structural changes 
in production since the resettlement after the Second World War. 
The number of active farms was decreasing rapidly, people were 
again moving from the countryside to urban centres, and the 
population in rural areas was growing old. The number of milk 
suppliers decreased to over half in 1990–2002, namely from about 
43,500 to 20,000 farms. Furthermore, about 74,000 farms applied 
for the basic forms of agricultural support in 2002, whilst the 
number in 1994 was about 105,600 farms.31 Thus almost 30% of 
active farms had disappeared in less than ten years. More 
emphasis in political discussion was put on the viability of the 
rural areas, on the need to keep the countryside inhabited. The 
cultural values of the rural areas and landscape were stressed in 
public discussion. 

Environmental considerations such as the pollutant impact of 
agriculture gained more interest in public discussion throughout 
the period. The massive use of fertilizers emerged. However, 
their use has decreased during the 1990s, due to growing interest 
in organic production, on the one hand, and because of the 
decrease of production on the other. Also, the development of 
fertilizers has enabled a decrease in their use. During the 1980s 
the use of fertilizers increased from ca. 1,000 million kilos to 1,200 
million kilos, but during the 1990s it decreased to circa 750 
million kilos (in 2002). When proportioning the amount of used 
fertilizers to the area in production, the decrease of usage was 
over 35% in 1990–2002.32 The organic production of dairy pro-
ducts started in the 1960s. State subsidized organic production, 
and the number of organic farms grew to 671 in 1990 and to 5,000 
in 2001. Finnish organic farms comprised 6.5% of all Finnish 
farms in 2001 and took 5.5% of the country’s arable area, i.e. 
150,000 hectares was under organic cultivation.33 
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4 The Changes in Agriculture on Farms 
Behind the macro level changes from the 1940s to the end of the 
1990s a number of changes occurred in the individual farms as well. 
A ‘typical’ Finnish farm cannot be found because of the variation in 
types of production (for example, from grain growing in the 
southernmost parts of the country to reindeer-keeping in the north) 
and because geographic and climatic conditions are so different in 
different parts of the country. Nevertheless, some general micro-
level features might be listed.34 Even though there were different 
types of farms, the structures were rather similar and farms 
developed to become more similar during the time period under 
investigation. The institutional constraints or normative pressures – 
especially domestic and EU laws – forced the farms to adapt to 
similar kind of structures and production. Furthermore, the 
competitive environment including technical (and even climatic) 
opportunities was the same to most of the farms.35 

The most typical Finnish farm throughout the period was owned 
by the family. In 2002 private persons owned 88% of farms, heirs and 
family companies eleven, corporations, foundations and cooperatives 
0.7 and the state, municipalities and congregations 0.1%.36 Family 
ownership of farms was not questioned in public debate and it seems 
to be evident that other modes of ownership were simply not 
regarded as possible in Finland thanks to the traditions of private 
ownership of farms and forests.37 Furthermore, there have arisen 
problems related to the uneven – young people sought jobs in towns 
– age structure of farmers. To solve them, a number of measures were 
taken in order to facilitate the transfer of farms to descendants.38 

Throughout the period the employment of an extra labour force 
has been rare, except in the largest farms. Rather farmers 
themselves have sought auxiliary incomes, for example, in 
industries and services, either as a salaried employee or as a 
private entrepreneur. Statistics show that in 1951–1952 55.6% of the 
average income of Finnish farmers came from agriculture, 28.3% 
from forestry, and 15.3% from secondary sources. The share of 
additional income was larger in small-sized farms.39 In 2002 over 
one fourth of Finnish farmers practised other entrepreneurship 
besides traditional farming; of them almost 70% were engaged in 
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different services such as contracting and tourism.40 
Forestry has always played an important role. As was with 

farm land, the private ownership of forest land remains 
dominant in Finland: in 2003 private families owned two-thirds 
of the country’s forests and the remaining one-third belonged to 
the state, municipalities and companies. In the early 21st century an 
average farm had 58 hectares forest. During the 1960s over 50% of 
forest land was owned by farms; this number decreased to around 
34% in 1986–1994, and in 2001 only 18% of the owners of the forest 
were farmers.41 This development is due to the fact that in a 
number of cases the partition of the forest was carried out between 
heirs, out of whom an increasing number lived in urban centres. In 
many parts of the country, one can argue, forestry is actually a 
more important source of income for farmers than agriculture. In 
general, the arable land area is larger and correspondingly, the 
forest area is smaller in the south than in the north.42  

‘Typical’ farming changed from diversified production to a 
more concentrated type of production. This meant that farms 
specialised in different types of production; in the early 1960s 
almost all Finnish farms produced dairy products (milk), whilst 
in the early 1980s only one third of Finnish farms still had cows43. 
The proportional share of dairy production in Finnish agriculture 
has further decreased during the 1990s and early 21st century: in 
1995 one third of farms produced dairy products, whilst in 2002 
the share was a little over one fourth. At the same time the share 
of crop farms increased from 42 to 55%.44 Certain farm animals 
such as sheep almost disappeared from the rural areas.45 

Especially from the 1980s onward the average size of the farms 
has been growing; together with modernisation of production 
equipment the ‘typical’ early 21st century Finnish farm has 
become quite different when compared to its late 1940s prede-
cessor. The average area of arable land in 1950 was around eight 
hectares, whilst in 2000 it was already 25 hectares. At the same 
time the number of cows on an average dairy farm grew from 
four to fifteen, but the arable land and the labour force engaged 
in agriculture decreased. Therefore, the productivity of Finnish 
agriculture grew significantly. 
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5 Production and Productivity 
The most typical farm was small, having around 5 to 10 hectares 
during the 1950s.46 The rural settlement measures favouring 
small-sized farms implemented in the early years of indepen-
dence and after the Second World War resulted in this, and 
actually already from the mid-19th century the average size of 
farms had decreased due to the settlement and partition of 
farms.47 During the 1950s only a number of small farms with less 
than 10 hectares land increased (Table 4). The problems related to 
the small farm size were also recognized in governmental 
regulation: from the early 1960s on the centre of gravity within 
Finnish agricultural policies was to rationalise by increasing the 
size of farms.48 The total number of farms decreased rapidly from 
the 1960s on; from 1972 to 1992 approximately 5500 farms were 
closed down every year49. During the period under scrutiny, the 
number of small farms decreased rapidly, whilst in the largest 
farms it grew still: the number of farms with 30–50 hectares of 
arable land area increased 1.5-fold, and the number of the largest 
farms with over 50 hectares was almost eight times the number in 
2002 than it was in 1950. Most of the growth of the largest farms 
occurred in the 1990s. The average size of the farm in the late 
1960s was still under ten hectares, in the late 1980s it was around 
12.5 hectares, in 1990 about 17 hectares, whilst in 2002 it was 
already 30 hectares50. The most important reason for the rela-
tively small size of the farms after the war was the land 
acquisition legislation at the beginning of Finnish independence 
and after the war. In 1950 of all active farms around 13% were 
created right after independence by the Leaseholders’ Act and 
19% by the land acquisition laws after the war. Thus the ‘old’ 
farms constituted below 70% of all farms though the area of 
arable land and the number of animals on the ‘old’ farms was 
higher than on the ‘new’ farms.51 

The area of arable land decreased during the post-war era by 
about one fifth, the number of farms to one fourth and the 
agricultural labour force to one eighth (Table 5). However, at the 
same time the production of the crop yield (combined production 
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of wheat, rye, barley and oats) increased almost threefold, and 
total milk production decreased only by about one third. 
Consequently, the productivity within the agricultural sector 
grew (Table 6).  

 
Table 4. Number of Finnish farms by size of arable land area, 1950 – 2000 

Year 1–10 10–3052 30–5053 50– Total 
1950 231,371 62,478 9,931 1,507 305,287 
1959 249,506 70,533 9,652 1,572 331,263 
1969 206,731 77,575 11,034 1,912 297,252 
1980 138,616 74,399 8,753 2,953 224,721 
1990 47,035 64,637 12,678 4,764 129,114 
2000 17,209 35,163 15,621 10,897 78,890 

Sources: Niemelä, Lääninlampureista maaseutukeskuksiin: maaseutukeskusten ja 
niiden edeltäjien maatalousneuvonta 1700-luvulta 1990-luvulle, 351, 420; 
Kuhmonen, Maatalouden alueellinen rakennekehitys ja rakennepolitiikka, 16–18; 
Finnish Official Statistics (www.stat.fi); Information Centre of the Ministry 
of Agriculture and Forestry (http://tike.mmm.fi).  

 
In order to measure the productivity of agriculture one has to 

take into consideration the number of farms and the labour force 
in farms compared to the production output. To put it simply, 
one can argue that productivity corresponds with the size of a 
farm; the average size of farms (arable land in use) increased 
threefold during the time period under study. Nevertheless, it 
has been emphasized in several studies that the small sized farms 
actually operate quite efficiently54. The growth of average-size 
farms during the 1980s was approximately at the same level as in 
EC-countries at the time. However, the agricultural labour-force 
decreased more rapidly in Finland than in Europe. In a long-term 
perspective, the productivity of Finnish agriculture already 
increased before the Second World War significantly, but right 
after the war it diminished: the productivity in 1947 and 1948 was 
one fourth lower than it had been before the war. From the early 
1950s on, however, agricultural productivity increased, but not as 
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much as in Finnish industries.55 During the 1990s the 
productivity of agriculture increased more rapidly, for instance, 
in Sweden and in Denmark than in Finland.56 In OECD-countries 
the productivity growth rate of agriculture was higher than the 
growth of productivity in manufacturing or services, or the 
growth of productivity per capita GDP during the post-war era.57 

Other productivity figures of Table 6 also show significant 
increase. Average milk production per cow doubled and the 
production of milk by dairy farms grew sevenfold – at the same 
time the number of cows diminished to one third (from 1.1 
million to 355,000). The productivity growth in milk production 
was due to the fact that the small farms with only one or two 
cows ceased to exist. Furthermore, agriculture was specialized so 
that certain farms started to produce, for example, milk, and 
others concentrated on grain production. Thus, in 1950 over 90% 
of all farms produced milk, whilst in 2000 their share was below 
30%. Average production per cow presumably grew even more 
than can be detected from Table 6, because the production is 
calculated only from the farms under the cattle control system – 
in the early 1950s only about one fourth of cows were monitored 
by the system, whilst in early 2000 the share was around three 
fourths. Crop yield production per farm increased over tenfold, 
even though the milk farms are included in the numbers. The 
overall productivity growth of the labour force can be seen from 
the fact that the arable land area per worker increased almost 
sevenfold during the time period. 

However, the figures in Table 6 emphasize labour-related 
productivity at the expense of capital productivity. In order to 
produce more with less labour input, investments to modern 
technology have been necessary. Therefore, the productivity of 
capital, and with it, the total factor productivity has not 
necessarily developed as favourably as labour productivity. This 
also leads to the conclusion that despite the relative increase in 
productivity, agricultural production was not profitable during 
the 1990s. Similar phenomena also occurred in Finnish industry 
at the turn of the 1980s and 1990s.58 
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Table 5.  
Production indices in Finnish agriculture 1950 – 2000 (1950 = 100) 

 Arable land 
in use 

Agricultural 
labour force 

Number 
of farms 

Crop yield 
(total) 

Milk 
(total) 

1950 100 100 100 100 100 
1960 108 79 109 152 69 
1970 113 47 97 202 77 
1980 103 31 74 236 81 
1990 86 22 42 306 72 
2000 83 12 26 291 65 

Sources: Niemelä, Lääninlampureista maaseutukeskuksiin: maaseutukeskusten ja 
niiden edeltäjien maatalousneuvonta 1700-luvulta 1990-luvulle; STV, Suomen 
tilastollinen vuosikirja (Statistical yearbook of Finland); SVT, Suomen 
Virallinen Tilasto III, Maatalous; Maatalouslaskenta, Maatalouslaskenta 
1990 (Agricultural cencus 1990); Maataloustilastollinen, Maataloustilastolli-
nen vuosikirja 2002; Silntanen and Ala-Mantila, Maatalouden kokonaislaskel-
mat 1980 - 1988, 6 - 7. 
 
Table 6. Productivity indices in Finnish agriculture 1950 – 2000 (1950 = 100) 

 Average 
size 

(arable 
land) 

Milk/cow Production 
of milk/ 

milk farms

Production 
of crop 

yield/all 
farms 

Arable land 
area/worker
(hectarage) 

1950 100 100 100 100 100 
1960 100 116 70 140 137 
1970 116 142 101 207 240 
1980 140 170 222 320 336 
1990 203 105 410 725 394 
2000 316 207 710 1115 664 

Sources: see previous table. 
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6 Mechanization and Commercialization 
Productivity growth was highly dependent on the commer-
cialisation and the technological change in agricultural pro-
duction. Technological development included not only mechani-
sation, namely, machinery and tools, but also better production 
plants (for example, barns, piggeries, grain driers), and even 
cereal and cattle breeding. Also, centralised advising played an 
important role. As in all technological development the inno-
vations as such are not important until they are taken into use. 
For example, tractors first came to Finnish fields already in the 
early 20th century, but it was only after the Second World War 
that the tractors replaced the older means of cultivating and har-
vesting in the fields. As an outcome, farming took on charac-
teristics of factory-like production – ‘an industrial logic or ideal in 
agriculture’ emerged, as Deborah Fitzgerald has pointed out in 
the case of the United States - and the primary sector was com-
mercialized towards ‘agribusiness’.59 Though the commerciali-
zation or industrialization of agriculture in the Finnish case did 
not reach the level of the United States or some other major 
producers of agricultural products, the progress was all the same 
significant – especially when taking into consideration the 
climatic, geographical, population and capital constraints. 

In the work on fields mechanisation was by no means the most 
important factor in the productivity growth; mechanization in 
field crops resulted in greatly increased hectarage (as seen in 
Table 6)60. Furthermore, the use of fertilizers increased signifi-
cantly production of crop yield. In milk production mechani-
sation alone cannot explain the growth in productivity, though 
mechanical milking machines and highly equipped dairy barns 
made it possible to increase the number of cows in farms. The 
growth of milk production per cow was related to the cattle cont-
rol system which included all kinds of counselling from animal 
feeding to best-practise working methods. 

The first phase of mechanisation in Finnish agriculture occur-
red during the latter part of the 19th century. At the time the most 
important inventions were new types of equipment used with 
horses in field work. The second mechanisation period occurred 
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from the 1950s to the 1970s, when tractors replaced horses and 
the combine harvesters became general61  

Technological development has made it possible to overcome 
a number of climatic and geographical constraints that Finnish 
agriculture has faced throughout history. Mäkelä has pointed to 
three big problems in Finnish agriculture: a cold climate, small 
farm size and long distances from consumption centres. The cold 
climate and the short growing season do not only limit the 
possibilities for cultivation and crops, but also cause high pro-
duction costs for dairy farming: warm buildings are needed for 
the cattle throughout the wintertime. The small size of the farms 
is partly related to the climate: it has been argued that it takes 
more time to take care of twenty cows in Finland than fifty cows 
in France or 150 cows in New Zealand. Thus, for example, in 1995 
the average number of cows per dairy farm in Finland was only 
11, in Germany it was 23, in Sweden 26, in Denmark 40, and in 
Great Britain 6462. In sparsely populated Finland marketing agri-
cultural products is problematic and transportation costs are 
high.63 Together they contribute to high production and trans-
action costs. With technological development, however, Finnish 
farms have at least partly been able to overcome these problems 
by more efficient machinery in fields and barns. Due to the short 
growing season and disadvantageous weather conditions Finnish 
agriculture is forced to use efficient machinery in the fields, and, 
for example, drying grain in special grain driers.64  

Usually there is only a limited time both for sowing in the 
spring and for harvesting in the autumn: therefore the work has 
to be completed as rapidly and efficiently as possible. As the 
average size of the farms increased but the possibilities to use a 
hired workforce remained limited, technology offered a solution 
to the problem. In field work the most important technological 
innovations that were taken into common use were tractors with 
all possible equipment and accessories, and the self-propelled 
combine harvester.  

The general attitude in the rural areas towards modernisation 
has been, according to several studies, mainly supportive. 
Efficient farm production, modern production machines and faci-
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lities, commercialisation, and progressiveness are understood 
among the farmers as positive values. They were also supported 
by agricultural politics; for example, the taxation system suppor-
ted (even to excess) investments to modern production techno-
logy, such as tractors from the late 1960s on.65 The positive 
attitude toward investments can be seen in the fact that from 
1995–2002 around one fifth of the production costs in Finnish 
agriculture came from machinery and equipment. Together with 
building costs (10%) investments constituted almost one third of 
all production costs. The relative share of investments can be 
partly explained by the fact that the share of hired labour of 
production costs was below 10% for ‘outside’ labour was not 
typical for Finnish agriculture.66 

 
Table 7. The number of tractors and horses on Finnish farms 

Year Tractors Horses 
1920 147 391,000 
1930 1,924 357,000 
1941 5,916 350,000 
1950 17,000 409,000 
1960 87,000 225,000 
1970 155,000 90,000 
1980 220,000 21,000 
1990 235,000 44,000 
2000 333,000 58,000 

Source: Aarnio, ‘Traktori’, 99; Jussila, Spatial Diffusion of Modernization. A 
Study of Farm Mechanization in Finland at Regional and Local Levels, 53; Tilas-
tokatsaus, Tilastokatsaus IV, 35; Maataloustilastollinen, Maataloustilastolli-
nen vuosikirja 2002; STV, Suomen tilastollinen vuosikirja (Statistical year-
book of Finland); SVT, Suomen Virallinen Tilasto III, Maatalous; Maata-
louslaskenta, Maatalouslaskenta 1990 (Agricultural cencus 1990), 262. 

 
The coming of tractors to farming is usually used as an 

indicator of the mechanisation of agriculture. As can be seen in 
Table 7, the number of tractors surpassed the number of horses 
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during the 1960s. During the 1930s there was approximately one 
tractor to every 200 farms, while by the late 1970s practically 
every farm had at least one tractor. Actually, the change was 
even more drastic as a consequence of the development of 
tractors: average horse power grew and the four wheel drive 
became common in the 1980s: by the end of the decade about 80% 
of the newly-bought tractors were four-wheel driven.67 For an 
individual farm the purchase of a tractor was a huge investment. 
The tractors alone constituted, for example, in 2000 c. 50% of the 
value of sales of all farm machinery. Furthermore, different kinds 
of accessories and equipment for tractors (ploughs, harrows, 
fertilizers, and trailers) together constituted over 25% of all 
investments.68 

It was not the tractors themselves that made a change in the 
fieldwork methods, but the equipment that could be connected to 
them – especially after hydraulic lifting and three-point 
connection had became general. Tractors carried all kinds of 
equipment in sowing and harvesting time, but they were widely 
used also in forestry work, as well as in removing snow. Among 
the most important equipment and machinery one can mention, 
for example, combined drills which are said to have increased the 
crops of grains from 10% to 15% during the 1960s and 1970s.69 In 
grain growing the single most important technological inno-
vation that was adapted into common use was the self-propelled 
combine harvester.70 In forestry chain saw made a huge impact 
also on agriculture, since especially for the small-sized farms fo-
restry with traditional methods had provided important extra 
incomes. Thus, technological development as a whole led to 
structural change and to internal migration from the countryside 
to urban centres.71 

The agricultural machines were at first mainly imported to 
Finland, but domestic production began quite early. Thus also 
the production of agriculture machinery followed the standard 
steps of technology transfer: from adaptation to own production 
and even to own development72. For example, the first Finnish-
made tractors were produced already in 1918, but tractor 
production gained more importance only in the post-war period 
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when the tractor became common on farms. Governmentally 
owned tractor producer started to produce them during the 1950s 
– first under the name Valmet, lately under the name Valtra.73 The 
company grew to be the leading producer in Scandinavia and 
among the most important producers in the world by the end of 
the century. After a number of corporate arrangements, the 
production of Valtra tractors was sold to US-based Acgo in 2003. 
Besides tractors, Finnish industrial companies started to produce, 
for example, self-propelled combine harvesters, different kinds of 
equipment, and especially machinery for forestry. 

Besides heavy investment in machinery such as tractors and 
equipment, farm buildings were also improved. Plant breeding 
and the use of fertilizers, pesticides and herbicides became more 
common. On dairy farms the evolution of silage took place – the 
adaptation of the AIV-method on a large scale and flail forage 
harvesters played an important role.74 Cattle breeding, better 
feeding, improvements in dairy barns and milking machinery, as 
well as farming advice and overall professionalization in 
agriculture is reflected particularly in the growth of productivity 
in dairy production. As an average one cow produced in 1950 c. 
3,300 kg milk in a year, while in the late 1960s the production was 
already around 4,400 and in 2002 the medium yield was 7,100 kg 
of milk in a year.75 

But it was not only machinery, tools, plant breeding or other 
rather obvious technological changes that took place. Also, 
practical training and, in its vein, human capital accumulation 
has been stated as one reason for more efficient agricultural pro-
duction. However, in recent studies it has been argued that the 
education of agricultural people actually increased productivity 
of work outside the farm rather than in farming itself; namely, 
educated youth moved away from the rural areas.76  
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7 The Defeat of Cooperative Organizations 
During the period under study here, agricultural production 
changed from labour-intensive working methods to capital-inten-
sive production – ‘agribusiness’ also emerged in an international 
context77. This commercialization of production led to speciali-
zation in production and to overall adjustment of the production 
to the market economy. When analysing Finnish agriculture and 
its functioning within the Finnish economy, the role played by 
the (production) cooperatives is central. Large cooperatives func-
tioned as collective marketing mechanisms. As in other Nordic 
countries (e.g. Denmark), the cooperatives were linked either to 
workers’ movement or to rural communities. The rural coopera-
tives were formed to secure cheap commodities (retail trade co-
operatives) to people who lived in the countryside, but also to 
offer financing (bank cooperatives), and to buy the products pro-
duced in the district (dairy, meat, cereal and forest product co-
operatives). The cooperatives were jointly owned by the people 
who joined them. Cooperatives were seen, at least in the begin-
ning, as organisations that satisfied the needs of the people better 
than purely business-oriented organisations. Thus, ideological 
stress was pronounced when cooperatives were created. 

From the late 19th and early 20th century on the cooperatives 
played a crucial role in buying the products from farmers, in 
manufacturing the products and marketing them to customers. 
There were usually local cooperatives for dairy products, and 
they together formed powerful and influential national coopera-
tives. These national cooperatives, such as Valio in dairy products 
and Atria in meat, and Metsäliitto in forestry, were farmer-cont-
rolled marketing organizations that helped to blunt the impact of 
monopoly in prices by enabling producers to assert collective 
control over the sale of their commodities to processors.78 Thus 
these cooperatives also had an important impact on industriali-
sation in the country, especially in the food industry. Further-
more, a specialised cooperative was founded to sell machines and 
equipments to farmers (Hankkija), and even the retail stores and 
banks in rural areas were dominated by cooperatives (SOK in 
retail trade, and Osuuspankki in banking). Common to all these 
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cooperatives was that though they were ‘companies’, they did 
not act according to the ‘rules’ of the market economy. Namely, 
the aim of the cooperatives was not to create value-add but to 
take care of the interests of the owners, namely, rural people in 
the wider sense. Thus, for example, the aim of Metsäliitto (a forest 
cooperative) was not only to sell forest products (pulp, paper, 
timber) profitably, but also to buy raw wood at a reasonable price 
from the forest owners79. Rather than produce ‘market value’, 
Valio’s major aim was to keep producer prices of milk at a 
reasonable level, as was Atria’s to achieve the same with the price 
of meat. Beside these cooperatives a number of privatively 
owned companies operated in the same businesses. 

A major change occurred in cooperative structures during the 
1980s and 1990s: in practice all national cooperatives were refor-
med to be more market oriented. This had a huge impact on the 
commercialization of the whole ‘agribusiness’ in Finland. For 
example, Valio was no longer (necessarily) the ‘most reliable’ 
buyer of milk-products, neither was Atria of meat, nor Metsäliitto 
of raw wood. Furthermore, some cooperatives collapsed in bank-
ruptcies as was the case with Hankkija.80 In many parts of the 
country, however, (small) local cooperatives held their ground – 
some of them even separated from the national cooperatives.  

Intensive investments to the modern technology, land acquisi-
tions, and expansion of the estates produced financial difficulties 
especially from the 1980s on. Before that time period bank loans had 
been relatively hard to obtain and high inflation rates kept interest 
rates low. However, during the 1980s certain measures were made to 
free lending– it was now, for example, possible to obtain foreign 
loans. This provoked (over)investments. At the same time the interest 
rates started to rise, inflation decreased, and during the turn of the 
1980s and 1990s stagnation hit the whole country. In this situation 
many farms fell into debt and even into bankruptcy.  

In commercialization certain changes in mental patterns of 
people living in rural areas can be stressed in order to understand 
development during the time period. For instance, the general 
attitude towards farming and agriculture changed from seeing it 
as a way of life to regarding it as a source of livelihood. Farms 
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became more like enterprises, and farmers transformed from 
peasants to entrepreneurs. Furthermore, according to Jussila 
among the farmers a positive attitude toward efficient production 
emerged, especially during the 1980s.81 
 
8 Conclusions 
Finnish agricultural production during the post-war period faced 
at least four major institutional changes: the resettlement after the 
war, overproduction from the turn of the 1950s and 1960s 
onwards, out-migration from the rural areas, and the adaptation 
to the European Union during the 1990s and first years of the 21st 
century. At the same time, major technological change took place: 
the mechanisation of production, commercialisation of farming 
and overall productivity growth – which also led to the problems 
related to overproduction. 

Why did Finnish agriculture develop as it did during the post-
war period? 

The whole development of Finnish agriculture can easily be 
seen deterministically as if it were a matter of necessity —the 
actors, whether politicians, technology developers, or individual 
farmers, did not really have any other choices than the ones that 
were realised. Change and modernisation are usually seen as 
matters of necessity, though at the same time the ‘nature’ of 
agricultural production as history dependent is underlined, 
showing slow changes and agriculture itself as a conservative 
and homogeneous activity. Sometimes agriculture is understood 
more as way of living than as a source of livelihood. Agriculture 
has not been able, according to, for example, T.W. Shultz, to cope 
with the rapid structural changes and growth in the economy. 
Modernisation, including the growth of the average size of farms 
in western countries as well as the mechanisation of production, 
was the solution that sought to cope with the change.82 Thus also 
agriculture faced modernisation, and the actors were actively 
seeking possibilities of, for example, more efficient production. 

The evolution of Finnish agriculture during the post-war era 
was a continuous readjustment to the climatic and geographical 
constraints, as well as to the political, economical and techno-
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logical changes. Some of the institutional constraints were old (as 
the patterns of land ownership), some were formulated during 
the period. The drastic institutional changes were faced especially 
right after the war and after Finland joined the European Union. 
During both of these changes old structures were reformed, and 
even the mental patterns in rural areas changed. The adaptation to 
new and efficient production technology also occurred during the 
time period. A significant feature is that still after the war technology 
was mostly imported, whilst in the 1990s Finland was among the 
leading producers and designers of agricultural technology. 

The role played by the state in manoeuvring, controlling, 
constraining, restricting, subsidising, and enabling agricultural 
production – and sometimes even technological changes – was 
without doubt a central piece in the puzzle to understand the post-
war development of the Finnish agriculture. Governmental regu-
lation itself was a mixed process, with a lot of political tensions 
and activity of interest groups. At the same time the state had to 
secure self-sufficiency of foodstuffs, deal with the problems of 
overproduction and negotiate the levels of agricultural production 
in an international setting. The most obvious solution to the 
problem would have been to increase the average size of farms 
and mechanisation of production. However, the state had to take 
into consideration a number of issues related to regional policy, 
and the fact that the number of people involved in agricultural 
production was still high until the late 1960s. Thus, for example, in 
the reports of the agricultural committees during the 1960s and 
1980s, the issues related to self sufficiency as well as to the regional 
issues (such as employment in the rural areas), and ensuring a 
reasonable income level for farmers were being emphasized. 
Quality and price of domestically produced agricultural products 
were also key issues for policymakers.83 

Finnish agricultural production also had its own specialities 
that lasted over the structural changes in the time period. Despite 
the constraints and exogenous pressures the rural areas remained 
inhabited and agriculture was preserved. 
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