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                                                                                                                                                                Finnish industrial dispute hits Russia

BRUSSELS, July 1, 2005 - The labor dispute in Finland has proved to be a double-edged sword for the Russian timber and paper industry. Timber exports to Finland have ground to a halt, but demand for newsprint surged in the wake of mill closures.

Igor Ryvkin from the Wood Industries Confederation of North-West Russia told RISI that Russian timber companies had received letters from the big players in the Finnish paper industry stating that they would not be requiring raw materials until the end of July, or even the end of August.

Russian firms export 14 million m³/yr of timber to Finland, 64% of which is birch, according to the confederation. In northwest Russia, many timber companies are owned or partly owned by Finnish concerns and are dependent on orders from Finland. As a result, the strikes and subsequent lockout by employers have hit them hard as orders dry up. Their Finnish customers also indicated that once production resumes they will be seeking to pay lower prices for timber, citing a "force majeure".

But Russian producers are angry that they have to absorb the effect of the industrial dispute. "The lockout was their own decision, so why should Russians pay?" Ryvkin said. "Furthermore, the price of paper has increased during this time so the Finns are set to benefit twice when the lockout ends."

But Finland has been importing more newsprint from Russia as domestic supplies run low. Alma Media, the second largest publishing house in Finland, confirmed that it has recently increased the volumes of newsprint sourced from the Volga and Kondopoga mills in Russia. The situation looks set to ease, though, as workers' and employer representatives reached an agreement on June 29.

