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While the political picture seems to be stable and hes not undergone sny changes
worthwhile mentioning during the last few years, the economic situation of this
country hes followed a downwerd tendency which seems to have sggrevated durirng
the lastten months, Sirangely enough this tendeney hes started with the end of
the reperation psyments to Russis, when the industries specially created for that
porpose hed to slow down production or stop it entirely, The Finnish Government

tried to overcome the increassing menace of unemployment by large investments for
public welfare (schools, hospitals, roadbuilding ete,) btut it has only partially
succeeded. All Finnigh products for exports are far too high priced and not
competitive due. NN to exsggerated wages for lsbor.

Last year's heavy devaluation was designed to overcome the price difficulties,
but 1ts effects have not lasted longer than a few months, At present the
Government is plenning drestic steps to master the situstion end there sre rumors
of an imposed price-cut of about 20%, However, the socisalists refuse to cut the
weges at the same time, There is aleo some talk sbout & new develuation, although
the lest one was not zn encoursging experiment,

25X1X
At the Bonk of Finlend [ o foreisn currencies whatever sre aveilable
at presenty with the only exception of Russien Rubles. If we could use them as
payment, the Bank would have no objection to the granting of Import licenses for
our products., They would be compelled %o oppose spplications in any other cur-
rency, This sitnation cen of course change eny time, but for the moment hopes in
this direction seem rather remote,

On the other hend the Bank of Finland has created some time ago an export dollar
account, from which dollars are available for essentisl imports at = premium of
about 30%. If we thought we could use them for imports of our tools, the Bank
would not resise eny objection, but it was up to the licemnsing authorities to decide
whether tools could be imported for such dollars or not., Thepe- dollars are created
through exports at a substantiel loss 20 to 40 % according to necessity) to the
dollar zone., The Bank peys the loss on such exports and sells these dollars at

cost for imports, T —— ¢
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€ expleined that the Finnish factories produced now sufficient tools of the

most current types for the needs of this merket end that the present economic
situation in Finland does not permit them to issue eny licenses in any currency
for any country for such tools, For the purchese of special tools, not pro-
duced here, there is o modest emount reserved in both the Swedish and British
trade agreements with Finled and any needs have to be covered from these sources,

An cccasionel exception is made for precision tools from Switzerlend or Germany
through compensetion deals.
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