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The World Bank today made a loan of $12 million, mainly in European currencies,

to the Bank of Finland. This makes a total of $50,080,000 the Bank has lent in

Finland and, like the greater part of the four previous loans, the funds will be

used to help carry forward projects for the expansion and modernization of the

wood-products industries - Finland's most important source of export earnings

and for the further development of electric power.

Two commercial banks in the United States are participating in the loan,

without the World Bank's guarantee, to the extent of $2,288,000. The Bank of

America and The National City Bank of New York are each purchasing 41,144,000 of

the loan representing the first six maturities falling due semi-annually from

April 15, 1958 through October 15, 1960.

About $8 million of the loan has been allocated to five wood-products companies

engaged in expanding or modernizing their plants, and about $h million for two

electric power projects. The proceeds of the loan will be relent by the Bank of

Finland to the companies. The loan will finance one-fifth of the total cost of

the projects; the remaining funds required to complete the projects will be

provided from Finnish sources. It is expected that about three-quarters of the

loan will be spent for purchases in Denmark, France, Germany, Sweden, Switzerland

and the United Kingdom, and about one-quarter in the United States,
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The wood-products and electric power industries utilize Finland' s two most

important natural resources - forests and water power. The wood-products

industries account for most of Finland's foreign exchange earnings and employ

almost one-quarter of the industrial labor force; in addition they provide a

large number of jobs for workers in the forests during the logging season.

Leading concerns in the industry are diversifying their output, increasing

operating efficiency, and in some cases expanding productive capacity. In general

they aim at manufacturing more highly processed wood products; these command

better prices in the world market and can be expected to be a more stable and

larger source of foreign exchange earnings.

The five projects for which Bank funds will be used vary in character* Two

of the companies (Enso-Gutzeit Oy and W. Rosenlew & Co.) are undertaking major

expansion in the manufacture of sulphate pulp and kraft paper. In the other three

projects, the companies (Kymin Oy, A. Ahlstrom Oy and Aanekoski 0y) are replacing

and modernizing existing plants and in some cases installing equipment which will

save imported fuel and make use of valuable chemical residues hitherto wasted.

These three projects will yield some increase in output, but the main benefits

will be an increase in operating efficiency and reduction in unit costs. The

Bank's loan will pay for imports of equipment to enlarge and modernize pulp and

paper machines and for grinders, digestere, chemical boilers, electrical inetalla-

tions and auxiliary equipment.

The power projects being financed by today's loan are a new hydroelectric

plant and a thermal plant; the Bank funds will be used to pay for imported

turbines, generators, switchgear and other equipment. The water power resources

remaining to be developed in Finland are for the most part located in the north.

Although they can produce power economically, heavy capital investment is needed

for the construction of dams and long transmission lines to the main consuming

centers farther south. Thermal power capacity also needs to be expanded to
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guarantee a steady supply of electricity when water flow is low,

The hydroelectric plant will be located at Petajaskoski on the Kemi river

in northern Finland; it will have two 50,000-kilowatt generating units and be so

designed that a third 50,000-kilowatt unit can be installed later. The plant will

be connected with the national power grid. Construction was started early in

1953 and the first unit is scheduled to start operations at the beginning of 1957.

The thermal power plant will have a generating capacity of 30,000 kilowatts and

will be located in the town of Vaasa in western Finland. Vaasa's main industries

are textile mills, shipbuilding, and manufacturing of electric motors and

appliances; the surrounding districts are among the richest agricultural areas

of Finland. Initially the thermal plant will be connected to a regional network;

at a later stage it will be connected to the national power grid and provide

an addition to the reserve of thermal power required in years when water is scarce.

The thermal plant should be ready for operation in the last half of 1957.

The Bank's loan is for a term of 15 years and bears interest of h-5/8% per

annum, including the statutory 1$ commission charged by the Bank. Amortization

will begin on April 15, 1958. The loan is guaranteed by the Government of Finland.

The loan documents were signed today by His Excellency, Johan A. Nykopp,

Ambassador of Finland in the United States, on behalf of the Government of

Finland, by Jorma Vanamo, Counselor of the Embassy of Finland in Washington, on

behalf of the Bank of Finland and by Eugene R. Black, President, on behalf of the

World Bank.
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Supplemental Statement on Loan to Bank of Finland

Economic Position

Finland was hard hit by the war but has now largely recovered. Reparations and

other payments to Russia are at an end, the productive assets lost in the territories

transferred to Russia have been replaced and the Karelian refugees have been

absorbed.

The gross national product in real terms is about 40% above the prewar level,

the increase per capita being about 25%. The output per worker in industry has

risen by one-third and in agriculture by one-seventh. The economy is now more

diversified than before the war but still strongly dependent on foreign trade.

The two largest industrial groups are the wood-products industries and the

metal working and engineering industries. The wood-products industries had to

replace the mills lost to Russia and have only recently regained the prewar level

of output. They account for more than three-fourths of total exports. Fortunately

the long range prospects for the wood-products industries appear to be good.

The metal working and engineering industries expanded rapidly after the war,

when they had to be doubled in size to produce reparation goods required under the

peace treaty with Russia. Since the completion of reparations in 1952, these

industries have been able to develop some commercial export trade with the Soviet

bloc, but as a rule they are not as yet able to compete in western markets. The

overwhelming part of FinlandIs total trade, however, is with the West.

Although lately Finland's budget situation has deteriorated somewhat, the

authorities recognize that the living standard of the population must be kept

within the limits set by the ability of the export industries to compete on the

world market. Actually, with the help of a strong demand for Finnish export goods,
Finland's foreign trade (including reparations) has yielded a surplus throughout
the postwar period, except in 1952.

Finland needs foreign capital to develop her productive capacity, especially
her hydroelectric power resources and export industries. She has an excellent debt
record. Her foreign debt is comparatively small and has been considerably reduced
over the last few years. The bulk of Finland's trade earnings are in European
currencies and for that reason most of the Bank's loan will be disbursed in
European currencies.


