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THE NEW AGRICULTURAL PRICE ACT

For about two decades a legal framework has
existed for the support of agricultural income
in Finland. In general, the various acts con-
cerning agricultural income have been in force
for three years. The details of the laws have
carried with prevailing market conditions, fore-
cast output and the influence of the political
parties which find their electoral support in
rural communities. However, the basic struc-
ture of the price system itself has remained
unchanged. Target prices are set each year for
various types of agricultural produce, and at-
tempts are made to adjust the price level so
that it will, when combined with governmental
subsidies, allow agricultural income to in-
crease at the same rate as income earned in
other branches. The target prices have recently
been set under the 1969 Agricultural Price Act,
(cf. this Bulletin, No. 8, 1969). The Act expires
at the end of March of the current year, and
a new act has been passed for the following
three-year period. Target prices will be set under
the new act starting from April 1973. However,
the pricing year for grain will not begin until
August, when the new crop begins to come
to market.

The new act is similar to the previous act in
broad outline. The target prices are set for each
pricing year, and at the same time the size of
the special subsidy to small farms and farms
in the north or in otherwise less productive
regions will be determined. The new act differs
from the preceding one in that corn fodder and
oat fodder as well as mutton have been added
to the list of the farm produce for which target
prices are set. This list already includes wheat,
rye, milk, pork, beef and eggs. Moreover, the
size of the agricultural subsidy, which was
previously adjusted in proportion with the target
prices, may now be altered in the same propor-
tion but not by more than three times the
average change in target prices.
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Following the lines of the preceding act, the
price agreement will consist of two parts:
the calculation of agricultural income and the
negotiations between the Cabinet and the cen-
tral organizations of agricultural producers.

The first part will remain largely unchanged. [t
will indicate how price changes have affected
agricultural costs since the preceding price
agreement. Farmers are automatically entitled
to changes in target prices to compensate
them for changes in prices, wages and salaries,
which have already occurred. The purpose of
this provision is to keep farm income un-
changed, notwithstanding past price devel-
opments.

The Cabinet and the central organizations of
agricultural producers will negotiate each year
on how much agricultural income should be
changed, in order to keep the development of
agricultural income parallel to income changes
in other fields. The Act provides that the nego-
tiations be based on estimates of (1) the
changes in the remuneration of all wage and
salary earners since the previous price agree-
ment, (2) changes in agricultural productivity
and (3) the share of the costs of marketing
the agricultural surplus born by the agricultural
sector. To assess changes in the incomes of
wage and salary earners, account will be
taken of how much negotiated wages and
salaries have. risen. It is intended that far-
mers will receive an equal increase in
incomes. The negotiations will determine what
impact wage drift and other similar factors will
have on changes in agricultural support.

When agreement has been reached on how
large the total change in agricultural income
should be, negotiations will start to decide how
much of this increase is to be covered by a rise
in agricultural productivity, and how much is
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to be offset by changes in target prices and
agricultural subsidies. At the same time it is
intended that the costs which the central gov-
ernment has incurred during the previous cal-
endar year as a result of exports of the agricul-
tural surplus, be reduced by ten percentage
units per year, using 1972 as the benchmark.
Account will be taken of any failure to reduce
these costs according to schedule, and target
prices may then be adjusted downwards. How-
ever, in the first pricing year, this downward
adjustment must not be more than 40 million
marks, in the second year not more than 50
million marks and in the third year not more
than 60 million marks.

The former act authorized the Cabinet to set
new target prices unilaterally for the pricing
year beginning in April if agreement was not
reached before a certain date. This authorization
to set target prices unilaterally has not been
included in the new act, and it is now pre-
supposed that target prices will be set by
agreement. The negotiations on agricultural in-
comes have thus come to resemble more and
more wage and salary negotiations. It is in-
tended that the agricultural price negotiations
be carried out simultaneously with the wage
and salary negotiations in other fields. The new
target prices are designed to come into force

at the beginning of April, but if agreement is
not reached in time the old target prices will
be used until some satisfactory set of prices
can be negotiated. In the laiter case the new
target prices will come into force at the be-
ginning of the month following the reaching
of an agreement. It should be noted that the
automatic target price changes do not take
place until the negotiated changes are agreed
upon. Whenever the average price level has
deviated by more than one per cent from the
target price level during the previous pricing
year, the target price level for the following year
will be raised or lowered by the percentage
deviation in excess of one per cent.

The new act is more clearly outlined than
previous acts. The setting of prices for agricul-
tural produce is only partly, and often to a
minor extent, based on technical calculations.
The key part depends on the negotiations. It
is thus clear that the difficulties which fre-
quently attend negotiation of wage and salary
agreements can be expected to accompany the
agricultural income negotiations. The signifi-
cance of the act depends heavily upon the
climate in which the agricultural agreements
are made.

March 30, 1973




BANK OF FINLAND Mill. mk
1972 1973
March 30 Dec. 29 March 8 March 16 March 23  March 30
Assets
Gold and other forelgn assets 3 169 2 912 2763 2610 2522 2494
‘Gold T T 05 T 208 205 205 205 205
Special drawing rights ] 282 283 283 283 283 283
IMF gold tranche 268 268 268 268 268 268
" Foreign exchange 2236 1929 1 800 1647 1558 1531
Foreign bills 111 110 93 94 95 94
"'ﬁﬁg'ﬁ?o_h&"s T ey 17 114 113 113 113
Claims on domestic banks 787 758 891 945 1076 1004
Discounted bills 786 752 872 944 1065 986
Rediscounted bills Ry 1 1 1 1 R
Cheque accounts ) — 5 18 — 10 17
Other lending ) 314 316 311 313 324 325
"Inland bills discounted B R C
In foreign currency — — — — —_ —
In Flnnlsh marks 89 44 42 42 43 41
Loans o 225 272 269 271 281 284
‘Other assets 601 607 616 618 645 621
Finnish bonds 32 47 48 48 74 47
Finnish coin 22 25 34 35 37 37
Currency subscription to Finland's QUota i
in the IMF 530 530 530 530 530 530
Other claims 17 " 4 5 A 7
oo ' Total 4871 4593 4581 4486 4567 4444
Liabilities
Notes in circulation 1423 1730 1478 1476 1496 1562
Liabilities payable on demand 477 136 377 278 335 146
Forelgn exchange accounts 331 78 24 26 28 27
Mark accounts of holders abroad 39 43 50 49 T a9 48
- Cheque accounts T T R
Treasury 30 1 50 50 43 41
Post Office Bank 48 2 239 139 204 16
Private banks 5 —- —_— 2 — —
~ " Other 4 1 2 1 1 3
Other sight Ilabllmes 20 " 12 1M 10 11
Term liabilities 1089 899 890 889 883 879
Forelgn — — — - — R
' Domestic - 1089 899 890 889 883 879
IMF mark accounts 530 530 530 530 530 530
Allocations of specnal drawmg nghts 258 258 258 258 258 258
Equallzatlon accounts 777365 286 281 287 7206 299
Bank's own funds o 739 754 767 768 769 770
~ Capital ' 600 600 600 600 600 600
" Reserve fund 74 74 14 114 14 114
" Profits Mposed o 42 - 40 40 40 40
) Earnlngs Iess_g;(aenses (Dec 31 Net T o T
proflt) 23 80 13 14 15 16
o o Total 4871 4593 - 4581 4486 4567 4444




BANK OF FINLAND Mill. mk

Gold and foreign accounts Treasury

End of

Liabilities i Net
yﬁ?(;:t?]d Gold and on foreign eig,’,ea'ﬁge Other Other for‘l:itgn Claims Liabilities,  claims

foreign exchange foreign foreign on Cheque on the
exchange and mark r(e151r¥t)a assets liabilities (5?4?155) Treasury account  Treasury
accounts (7—8)

1 2 3 4 5 6 7 8 9
1966 556 61 485 8 10 475

197 701 75 626 98 % 30 -~ 7 4 -1
1968 1383 62 1201 125 34 138 —354 —357

1969 1268 92 1176 _ 517 360 _ 1338 —196
1970 1844 106 1738 639 518 189  —118
712620 877 2293 686 530 2448 = 15

1972 2685 121 2564 757 530 2791 — 2

1972

Feb. 3080 360 2720 695 530 285 = — 3 26 —29
Merch 2991 ~ 870 2621 708 530 2799  — 3 30 —33
April 3079 372 2707 707 530 2884 — 3 37 —40
May 2041 370 2571 726 530 2766 — 3 32 _ —35

June 2865 262 2883 732 530 2785 -

ouy 3028 181 2847 748 630 _ 3065 — 3 3 = —38

Aug. 8073 175 2898 743 530 3111 =
Sept. 3084 _ 137 2897 741 530 3108 —
Oct. 2881 134 2747 742 B30 2959 —

Nov. 2791 146 2645 740 530 2855 -

IN.NIND D wiw w
~
©
o
o

Dec. 2685 121 2664 757 530 2791 — 1 — 3

1973
Jan. 2629 70 25859 748 830 2777 =

2
Feb. 2 530 70 2460 740 530 2670  — 2 47— 49
2

March 2287 75 2212 737 530 2419 -

FOREIGN EXCHANGE SITUATION Mill. mk

Net hoidings, Dec. 31, 1972 Net holdings, February 28, 1973 Change

Bank of
i Other Total Bankof  Gther Total Feb. Jan.-Feb.

Gold 205 — 205 205 — 205 — —
R > T 2o 2 e
IMF gold tranche 268  — 268  — 268 —  —
Convertible currencies 1814 463 2277 . 1545 200 1835 352 —442
Other currencies ~ — 6 —3  —9 169 —13 146 — 11  +155
Total a 2664 460 3024 2460




BANK OF FINLAND Mill. mk
Domestic banks Other
e e, Chequi accounts et claims |oiang Net, clalme cluradon
month counted counted Cheque G0 w2  billsin Other | jailities of
bills  bills accounts ' pivate PostOffice (1+2+3—4 Ii;’nar:ifsh advances economy
banks 2 Bank 2 —5) (7+8—9)

1 2 3 4 5 [ 7 8 9 10 i1
1966 — 915 — 14 17 884 180 85 72 193 1106
1967 — 868  — 165 524 1052
1968 — 618 107 163 16 546 3 338 1160
1969 ~ — 6550 87 93 12 532 192 269 25 436 1298
1970 827 9 3 1 4 834 137 246 528 —145 1344
1971 848 = 9 2 838 121 234 908 583 1479
1972 782 1 b — 2 7% 44 909  —688 1730
1972
Feb. 522 1 18 — 101 440 116 238 977 —623 1377
March 786 1 — B 48 73 89 242 1110 —779 1423
April 807 1 5 — 207 606 85 249 1087 —763 1451
May 796 1 5 — 74 729 79 254 1067 —734 1450
June 860 1 — & 154 701 67 261 1096 —768 1555
July 616 1 19— 347 289 83 256 1072 —753 1513
Aug. 488 1 5 — 249 245 B¢ ' 738 1474
Sept. 661 1 16 — 388 289 1857
Oct. 753 1 276 1507
Nov. 787 1 1 556
Dec. 762 1 277 909 —588 1730
1973
Jan. 621 1 9 - 18 613 40 273 911 —598 1497
Feb. 828 1 e — 182 723 40 275 900 —585 1521
March 986 1 17— 16 988 41 291 891 559 1562
2 Il oo osore smounts-
SELLING RATES FOR FOREIGN EXCHANGE Mk

March 30, 1973

New York ! 18 3.870 Frankfurt 0. M. 100 DM 136.60 Vienna 100 S 18.78
Montreal 15 3881  Amsterdam 100 Fi 131.30 Lisbon 100 Esc 16.45
London 1£ 9585 Brussels2 100 Fr “Reykjavik 100 Kr  4.03
Stockholm 100 Kr  86.20  Zurich 100 Fr  119.70 Madrid 100 Pta 670
Oslo 100 Kr _ 65.65 Paris 3 100 FF Moscow 5 “1Rbl 5.241
Copenhagen 100Kr 6150  Rome+  foolLx <~~~ Tt o

1 As from Dec 20 1971 also apphed to cleanng accounts wnh Berlm Budapest and Sofia.

? 9.630 commercial rate; 9.940 financial rate.

3 85.60 commercial rate; 85.70 financial rate.

4 0.6700 commercial rate; 0.6590 financial r
5 Clearing account: also Bucharest.

ate.



DEPOSITS BY THE PUBLIC Mill. mk
Sight deposits Term deposits
End of Total
year Cheque accounts 2+°3:9
m?rgh Pg;’:)al Commer-  Savings  Co-op. (;) f?.st Co-op. Al credit ( )
Commer- Al credit accounts cial banks banks banks Ba:'ﬁ? stores institutions
cial banks institutions
1 2 3 4 [} [ 7 8 9 10
1966 639.8 849.4 3180 3660.9 3329.9 22021 863.6 380.7 10437.3 11604.7
1967 661.5 834.0 3409 41031 36446 24173 941.2 431.3 115379 127128
1968 856.2 1087.6 4284 45978 39664 26831 10272 4650 127398 142558
1969 10574 13739 5208 5236.3 43331 30216 11160 521.6 142287 161234
1970 11427 1507.7 603.3 6098.7 48469 34584 12876 574.2 162658 18376.8
1971 13432 17335 7544 69614 54464 3876.6 1491.4 642.3 18418.1 20906.0
1972° 18512 23719 9792 80958 62321 44992 18056 _ 7200 213527 247038
1972*
Jan. 1456.2 1805.2 721.2 69703 5480.9 3930.1 1520.8 648.4 18550.5 21076.9
Feb. 1456.3 18201 7725 70219 55405 4008.4 15489 65685 187782 213708
March 1421.2 1767.8 782.6 70528 55725 40408 1566.2 663.4 18895.7 21446.1
April 13748 17147 7980 71125 5611.9 4080.0 15775 670.2 190521 215648
May 1497.3 18828 763.6 7206.3 56624 41 333 1586.1 6745 19262.6 219090
June 16425 109273 860.0 72365 56757 41065 15993 6745 192925 22069.8
July 1655.1 2046.3 7799 73414 57284 4 160.2 16195 6771 19516.6 223428
Aug. 1637.3 2078.4 7936 74180 58138 42185 16343 6784 197630 22635.0
Sept 15668.9 20094 8621 74917 58825 42700 1669.2 6954 20008.8 22870.3
Oct. 173566 21819 7930 75674 59346 43115 16938 6972 202045 231794
Nov. 1689.1 2140.7 2 797.0 7 658.3 60183 4396.2 17278 700.9 20 501.6 23439.2
Dec. 18512 283719 9792 80958 62321 44992 18056 7200 213
1973*
Jan. 1849.2 231556 9446 81906 63278 4 5838 1839.0 729.6 216708 24 930.9
Feb. 17969 2261.8 1047.7 8221.3 6399.2 46658 1866.7 7375 21 880.56 251900
%[ CHANGE FROM CORRESFONDING MONTH OF PREVIOUS YEAR
30
25 Money supply M
20 \ A l v\'
. \/\ /J y T e
 oummmmn " ""'~... lgﬁf,-.,____.—‘Term deposits
.N-. -
10 l' N
5
ol Lot L1l ||N1111L|| N A O T I T OO T A A A I T
1974 1973

1970

1972




ADVANCES TO THE PUBLIC—MONEY SUPPLY Mill. mk
Advances granted by Types of advances
e - Jihy o
month Commer- Savings Co-op. Post Office  Mortgage R Cheque (8 and 7)
cial banks banks banks Bank banks Bills credits
1 2 3 4 5 6 7 8 9

1966 52054 29514 22610 7796 9088 116181 4881 121062 2181
1967 5 5568.9 32477 24243 864.9 1026.9 125683.8 5389 131227 2146
1968 58655 34484 26005  927.9 10530 133020 5033 138953 2642
1969 68922 38028 29221 1039.8 1290.4 15 354.4 592.9 15947.3 3126
1970 79635 43421 34038 13419 14540 178149 6904 185053 3445
1971 92337 47956 38340 17466 17991  20639.8 7692 214090 4025
1972* 10667.3 55056 44822 22448 23744 24475 252743 4974
1972*
Jan. 9262.7 4 851.8 38840 17827 1808.1 20 838.9 750.4 21 589.3 3821
Feb. 92837 4874.0 38958 18136 1795.0 20903.2  758. 9_________2_1_6621 3 930
March 94173 49122 30410 18386 18311 211443 7959 219402 3950
April 9 583.6 4954.0 3976.1 1879.6 18697 214323 830.6 222629 = 3964
May 96715 5011.3 40342 19188 19083 217266 8186 226441 4018
June 98873 50623 40747 1943.4 19761 22 074.8 858.0 229328 41275
July 98679 5101.2 41247 19633 2 0_86_5__32_332 1 8115 23143.6 4247
Aug. 98655 51673 41874 2 022.3 2 103 7 22 540.1 806 1 23 346.2 4268
Sept. _1__0_038 7 5 253 3 4 269 7____ 2 095 4_______2_&5__ 6 22 957 §____L35_4___2§ 792 7 4 408
Oct. 102148 5 335 2 4 357.3 2 087. 0 21716_ 23 370 8 - 79541 24 1 65 9 4 422
Nov. 103863 5429.3 44176 21078 22292 237586 8116 246702 4418
Dec. 10667.3 55056 44822 22448 23744 244750 7993 262743 _ 4974
1973*
Jan. ~ 10788.6 55905 45254 23444 24380 248781 808.8 256869 4627
Fob. 110074 56595 45936 23997 24464 262499 8567 261066 4757

% CHANGE FROM COHHES‘PONDING MONTH OF PREV:OUS YEAR

22 |

20 ; - e ra
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STATE FINANCES Mill. mk
Jan.—Nov. Jan.-——Nov.
Revenue Expenditure
1971 1972 1971 1972
Income and property tax (net) 3 251 4042 Wages, salaries, pensions etc. 1861 21569
Gross receipts (7 408) (8684) Repair and maintenance 289 316
Refunds & local authorities  (—4157) (—4642) Other consumption expenditure 806 925
Other taxes on income and Total consumption expenditure 2 956 3 400
property ’8 89 State aid to local authorities 1519 1739
Employers” child allowance State aid to industries 1210 1378
payments 378 405 of which: agric. price subsidies (879) (1003)
Sales tax 2826 3318 (g allowances 314 310
Revenue from Alcohol Monopoly 710 769 Share in national pensions and
Customs duties & import charges 370 403 health insurance 165 237
Cou‘nter-cyclical tax 84 8 Other transfer expenditure 1094 1 440
Excise duty on tobacco 420 468 Total wansfer expenditure 4302 5104
» » on liquid fuel 659 703 ] -
Other excise duties 284 326 Mechinery and e.qmpment 320 ..436
Tax on autom. and motor cycles 267 363 House construction 201 273
Stamp duties 212 249 Land and waterway constructicn 657 886
Special diesel etc. vehicles tax 47 51 Total real investment 1178 1595
Other taxes and similar revenue' 201 275 Interest on State debt 218 222
Total taxes 9787 11454  Index compensations 23 24
Miscellaneous revenue 541 875 Net deficit of State enterprises 127 96
Interest, dividends etc. 205 247 Other expenditure 8 20
Sales and depreciation of property 81 _ Total other expenditure S8 ..362
Redemptions of loans granted 196 179  Increase in inventories +39 +56
Total revenue 10810 12755 Lending 699 921
Other financial investment 368 264
Foreign borrowing 7 143 Total expenditure 9918 11702
Domestic borrowing 401 376 Redemoti  foreian | 117 _14:;
Total borrowing 408 519 edemp Ton o orelgn- oans
Redemption of domestic loans 440 524
Deficit ( +) or surplus (—) (—743) (—905) Total redemptions 557 667
Total 10475 12369 Total 10 475 12 369
1 Including supplementary turnover tax and import-equalization tax from June 1971.
1969 1970 1971 1972 1973
State debt _ _— N
Dec. Dec. Dec. Nov. Dec Jan, Feb.
Foreign debt 1656 1557 1624 1538 15617 15619 1532
Loans 2316 2 437 2 467 2 339 2 268 1508 15621
Compensatory obligations 4 3 2 2 2 2 1
Short-term credit 158 46 61 55 56 54 49
Cash debt (net) —217 —284 —b28 —585 —488
Domestic debt 2261 2202 2 002 1811 1838 .
Total State debt 3917 3759 3526 3 349 33565
Total debt, mill $ 933 900 849 803 804




FOREIGN TRADE Mill, mk

Velue miil mk e 1962 300"

Ferod Exports Imoorts e?(::)prlt:s(?#f) Fertod Volume Unit value Terms of

f.o.b. cif. or imports trade

=) Exports Imports Exports Imports

1967 5 231 1967 129 135 115 110 105
D T P
1969 8 345 1969 167 160 141 135 104
1970 9687 1970 176 192 156 147 106
1971 9897 1971 171 190 164 157 104
1972¢ 12082 1972+ 200 194 171 172 99

1972+ 1970

Jan 872 957 July-Sept. 182 186 154 147 105
Feb 963 958 Oct-Dec. 193 228 157 151 104
e - oI 8 157 161 104

857 1093 —236

L 1971
. Jan.-Mar. 162 169 16_2 1_?_2 107 _
—- Apr-June 167 182 166 156 106

S . T'87  Juy-Sept. 176 184 162 158 103
e P78 Oct-Dec. 198 223 166 163 102
o6 198 228 1 63 102

122

— 40

o t2s 19721

Jan-Mar. 192 179 170 168 101
Apr-June 187 200 174 167 104
1973 July-Sept. 197 189 173 172 101
Jan. 1074 1891 —817  Oct-Dec. 212 216 178 175 102

' The 1972 figures have been calculated by converting the final 1971 Fisher index with the percentage change in the 1972—
1871 Laspeyres index.

Index[""UNIT VALUE INDICES 1962 =100 Index[ " SEASONALLY ADJUSTED VOLUME 1962 = 100
180 220
LTS Total i
160 Exports f.0.b. 2>’ 00 > Imports ”»
Pl 2 o 8, o
T e »* ‘; cmma \N
L e Cd ., 4 °,
g =" " ".." ‘
140 -:'__'_ ,,‘ Imports c.l.f. 180 D j
- -
120 160 o \/
+ n/
L Total exports
““u-mm.n -l"munnm. .......... ey, s »
100 [ Terms of trade iy, 140
sol—1 1 [ I I Y j2olL 1 1 11 [ 11 111
1969 1970 1971 1972 1969 1970 1971 1972

2 907473 9



FOREIGN TRADEBY MAIN GROUPS

Mill. mk

Exports, f.o.b. Imports, c.i.f.

Period Agri~ Round  Wood . Paper f,::é‘ri:g Other maRt:‘rlivals Euels and Finished goods
cultural and hewn industry  industry industry goods and pro-  jupricants . .
products timber products products products gggg; In\;e.%ré\:m ngztargev

1967 261 54 866 2384 1081 585 2546 668 1463 1117
1968 327 56 1168 2994 16566 773 3023 874 1525 1289
1969 360 72 1400 3374 2012 1127 3693 949 2229 1634
1970 426 88 1644 3789 2437 1403 4918 1243 2906 2004
1971 647 89 1653 3721 2323 16564 4639 1557 3427 2111
1972* 633 55 1824 4253 3245 2072 5243 1629 3585 2657
1972*
Jan. 73 3 183 321 227 115 361 137 293 166
Feb. 38 4 115 341 312 153 387 84 291 196
March 88 1 114 378 287 182 437 76 279 240
April 33 3 119 310 235 1567 396 105 364 228
May 65 4 128 269 274 162 419 125 319 217
June 48 5 163 371 376 171 463 167 201 206
July 46 9 173 363 267 135 400 188 312 200
Aug. 30 4 145 319 172 162 413 144 241 201
Sept 85 7 199 420 248 242 451 143 269 229
Oct. 45 4 170 343 2567 200 480 167 309 259
Nov. 41 8 189 380 310 207 508 162 313 274
Dec. 71 3 186 438 281 196 528 141 304 242
1973*
Jan 8 6 175 369 279 166 556 164 364 307
Mill.mk T T Mill.mk T T
1100/ ST ONTH MOVING AVERAGES 220/ EAONTH MOVING AVERAGES
1000 'o‘\‘.f ; 200 Bllateral imports G.Lt 2N
900 Multitateral Imports c.lf. P5* S I YY) ,.:' h -\"-“ 4
800 ' 5 "‘ . ,'-"‘ 160 _'.'7-' - e
700 ‘."’-’A l %A/ 140 /\’ ’.".“‘n"\ il VI
NS o\ V4 oo | X M\ )
o Muitliaterai e'xports tob. ‘\iﬂ, ," \I Bvllateral exports f.0.b)
500 100/ —Spere t
400t e ““1'9|'l|0“II BT He T S TR RTT 1972
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FOREIGN TRADE BY

COUNTRIES

Mill. mk

Exports, f.o.b.

Imports, c.i.f

January January
Area and country
1972* 1973°* 1972* 1973°*

% Mill. mk % Mill. mk % Mitl. mk % Mill. mk
OECD countries in Europe 717 625 710 763 723 692 = 746 10%7
Austria 0.7 6 0.9 10 1.0 10 1.9 27
Belgium-Luxembourg 19 17 1.9 20 17 16 25 35
Denmark B 42 37 45 48 27 26 3.6 50
Fance ... A5 39 51 _ 5 38 3 35 48
Federal Republic of Germany 104 91 9.7 104 21.2 203 181 252
Italy 22 19 21 23 19 18 19 27
Netherlands L A48 40 47 %0 43 4 87 . &
Norway 2.4 21 21 23 22 2 25 35
Portugal 01 1 03 3 05 5 08 11
Spain 0.6 5 12 13 0.5 5 05 7
Sweden 149 130 146 157 165 158 18.6 259
Switzerland 30 26 23 25 30 29 32 44
United Kingdom 186 162 197 212 129 123 132 183
Ohe . 36 8 18 20 01 108 8
OECD countries outside Europe 8.1 71 7.1 76 Z_.7 74 o _8.3 15
Canada 11 10 06 7 0.4 4 03 4
Japan o 0.3 3 0.4 4 17 16 29 40
United States 67 58 61 65 56 54 51 71
Eastern Bloc 115 100 155 166 169 162 12.6 176
Czechoslovakia 0.6 5 02 2 o7 7 03 5
_I__)_erpocratic Republic oi_‘__ggrmany 0.6 5 0.8 8 05 5 0.6" 9
People’s Republic of China 05 4 10 11 0d 101 2
Poland 0.5 4 42 45 06 6 1.4 19
Soviet_Union 90 79 82 8 126 120 88 122
Other ] 03 3 11 12 24 23 14 19
Latin America 1.8 16 23 25 18 17 1.8 25
Argentina 0.4 4 0.5 5 0.0 0 o1 1
Brazil 07 6 10 11 02 2 03 5
Colombia ] 0.0 o o1 1 13 12 1.2 16
Other 0.7 6 07 8 03 3 02 3
Other 6.9 60 41 44 13 12 27 38
GRAND TOTAL 1000 872 1000 1074 1000 957 1000 1391
ot which
EFTA countries 212 185 204 219 243 233 27.1 377
EEC countries 474 413 483 519 484 463 470 654
OECD countries 798 696 781 839 80.0 766 829 1152

1"



BALANCE OF PAYMENTS

Period

Visible
exports
o

Visible
imports
c.if.

Visible
trade
account

Transport,
net

Other
services,
net

Travel,
net

Visible and |hyestment

invisible
trade
account

income,
net

Transfer Current
paymetms, account
ne

..9634 11099

9845 11762

Jan.-Mar
1970°
19717

1972

Apr.-June
19707

19717

1972

July-Sept.

19707

19717

1972

Oct.-Dec.
19707
9717

19720

L22e1 2797
2856 3298

_.2978

..3.308

12012 13145

2168 25636 _
2870 2960

2429 2721

__—1465
_—1917 4660
_—1133 4731

716

—236
—368 1208
%0 __ra7

2469 2690

806 141
—442  +162

221

2501 2864

—363

192

+

—292 _¥180

+180
159

+142
+247
1327

17
_*86
+89

- 9.
— 13
3

—3.
+19
+1

x.o
xA
+ 57

+ 0

_+108
+166

+16

2662
2885

3379

3195

3566

=217 *170

~717__ 184
_—680
..—384  +182

+152  + 47

191 F19

24
+10

+ 32

+21
+46

_4....

=590
—944
+ 14

— 85
—154
131

—102

=177

+163

—497
105

—471

+ 64
=22

397
___—477
—603

— 86
—135

142

— 96
—-118_
—155

—110
=119

—140

—105

+ 76

—103__

.—166

--18
=1
—23

—1005
—1422
— 61 2

—162
—290
— 33

L 197
L4186
N _ﬁ340

=47
.. —4 145
+20 + 43

=7
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—13

—609
—571 _
. —282
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Mill. mk

Short-

Short-

Miscella-

Reserve movements

i Over-all
Miscella- term term neous
. - Long- C t . surplus/
Droo Aeeey e jgnden Longcterm and  GUNG  Si e derele
long-term  long-term  export capital capital long-term 54 ore. and pre-  capital excl. Other
loans loans  credits, items,  @account  capital pay- pay- itemsincl, Ye86Ive gank of  foreign
net net? account ents, ments, emorsand  ™MOVe-  Finjand  exchange
net net  omissions Ments holders
+1479 — 694 —-2_5_3_ - =202 +330 _—6_75 +751 +237 +2322 +b545 563 + 18
+2730 ______:——855 —208 — 85 +1582 +160 +387 +197 + 622 +806 —5b5 —251
43014 —1011 —376 — 81 +1546  +934 +130 —143 3307 +591 —271 —320
+ 278 —168 — b1 + 1 + 70 — 82 — 9 +226 + 23 +1567 —240 + 83
4609 228 — 5 17 +859 469+ 21 +329 —77 +842 —314 — 28
+ 968 —273 —116 +17 +b697  +664 162 — 27 —1242 +261 —327 + 66
+ 220 —191 — 69____ —4 — 44 —241 +142 + 42 — 4 — 61
+ 596 —201 — 11_____ =30 +354 — 62 —140 +146 + 19____:____37__ + 9
+ 656 —180 -—192 ~—5  +278 -—62 + 92 + 25 — 84 — 29
'f_?ig i —176 — 60 ___—58 + 66 + 19 +§_7_ + _‘_5 ) 71__19 — 8 —116 +124
+ 869 —252 —89 + 6 +533 +388 —60 + 21 —150 +199 — 36 —164
+ 628 —327 — 41 —25 +235 4278  +266 —124 —131 +288 314 + 26
+ 622 —170 — 73 —141  +238 —371  +531 — 35  +332  +457 —121 —336
+ 656 —174 —103 — 43 +336  —235 4566 —299 +270 _ +302 —305 + 3
+ 763 —231 —28 — 68  +436 +164 — 75 — 17 + 9 + 71 +333 —404

Assets: increase —, decrease +. Liabilities: increase +, decrease —.
1 Including Direct investment, net.

2 Including Allocations of special drawing rights 88 million in 1970, 85 million in 1971 and 85 million in 1972,

Mill. mk
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.+]| Current and long-term capital account
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21 Over-all surplus/deficit excl. reserve movements o
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200
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PRICE INDICES
Wholesale prices 1949 =100 Bu||d|n_g costs
Ongin Purpose Stage of processing 964 =100
Period : : M
Total Domes-  im- Pro- M;;hé‘n- Con- maﬁ:‘rlivals Sg?g_"’ olab- Wages Buildi
tic ported  ducer trangport SUMEr  gnd com- cessed orately - Total .'I’&. ul d'.“lg
goods  goods  goods  equipm. 99098 modities goods Processed ;" dmg materials
goods rade
1970 297 300 286 299 317 290 329 290 283 138 146 126
1971 312 315 302 309 861 304 346 295 303 149 162 134
1972 838 342 326 330 400 334 370 318 332 161 182 141
1972
June 3356 338 322 3256 400 _331 366 313____ 331 162 _1__87 140_
July 339 343 325 _325_)_ 401 ___337_ 373 318 333 163 187 142
Aug. 340 344 325 329 401 338 372 319 334 164 187 142
Sept. 343 347 328 334 402 340 375 324 337 164 187 144
Oct. 346 350 334 339 406 341 379 = 828 339 166 187 144
Nov. 352 356 __3__35 347 406 344 393 333 340 165 _187 145
Dec. 356 361 339 351 408 350 = 396 338 344 166 187 147
1973
Jan. 363 365 852 386 413 359 401 345 352 _ 168 190 147
Feb. ~ 367 870 357 361 413 ~ 364 403 351 366 169 190 149
Consumer prices 1367 =100
Con-
ﬁ?‘ff gf ;t;_rge; Furniture
Period n ice Bever- Clothing Heati h h l& Ed : Other
Oct. 1951 OcL.D®® Total  Food ages  and " Ron Tand © Cequip. . Traffic —and goods
=100 toggcco \33;} lighting and recreation sear:/\ices
operation
1970 228 175 M5 116 116 108 16 121 115 113 113 116
1971 237 86 122 121 19 M2 126 M 1190 125 118 126
1972 254 o 199 131 133 ) 125 __118 131 147 126 1_35 128 135
1972
June 254 199 131 182 126 118 131 148 126 134 129 135
Juy 266 201 182 134 126 118 132 146 126 138 129 137
Aug. 257 202_ 133 135 126 119 132 146 127 137 12_9 138
Sept. 259 203 133 137 126 121 132 146 128 137 129 138
Oct. 260 204 134 137 126 121 134 146 128 138 129 139
Nov. = 262 205 135 138 126 122 134 147 129 138 130 140
Dec. 262 206 135 139 127 122 135 149 130 139 130 140
1973
Jan. 265 208 136 140 130 124 135 140 131 141 181 141
Feb. 267 210 138 141 131 126 136 151 132 142 132 142



WAGES

Period

Index of salary and wage earnings 1964 =100

By industries

By institutional sectors

i . All All All
Wagse earners in Employ- State Munic- Employ- salary wage employ
Agri- Manu- Con- ees in  employ- errl\%ell:)y- ;g\s/altr:a earners  earners ees
culture faif]g”_ sgg(c‘:- services ees eas sector
1970 181170 170 164 181 165 164 157 169 164
1971 210195 195 180 176 178 188 171 _ 186 185
1972 263 222 220 195 191 193 211 187 220 205
1871
Jan-Mar. 200 184 182 176 173 174 180 169 185 178
Apr.-June 209 183 193 177, 175 176 187 169 195 183
July-Sept. 210 199 200 180 178 178 192 17 200 188
Oct-Dec. 219 205 207 185 181 =~ 184 ~ 196 177 204 192
1972*
Jan-Mar. 236 207 = 206 _ 186 _ 182 186 197 177 206 193
Apr-June 251 = 225 219 186 193 194 214 189 223 208
July-Sept. 255 226 226 198 196 196 218 190 228 212
Oct-Dec. 271 228 228 199 186 197 218 et 226 211
PRODUCTION
Volume indices of production 1964 =100
Period Indus- H Land and Trans- C . iy Publi
d(?n::::ic l';rigls Agri- For- c%l:ie war;erva;/r;y po:?nasnd. gr:rmier:ge %‘?"&%ﬁgﬂ? a(;‘milnc. Services
product  Pro- culture  estry struc-  construc- communi-  and ings n
duction tion tion cations  insurance defence
lees 128 18 &7 102 123 104 124 123 123 123 127
970 182 154 96 M1 14 88 132 182 128 128 134
et 135 188 96 105 138 87 134 138 135 134 140
1972° 142 170 84 %6 146 104 142 180 14z 139 148
1971*
Oct.-Dec. 13_9 173________ 67 90 _1_7__1 97 136_____ 148 _139 136 14}2
1972*
Jan-Mar 140 179 61 134 104 101 132 144 141 138 148
Apr-June 141 169 84 110 135 104 145 147 141 138 147
July-Sept._ 141 1_53 167 51 168__107 146 _ __:147 142 ___139 3 1_47
Oct-Dec. 145 180 65 90 176 103 145 161 145 141 150
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PRODUCTION

Index of industrial production 1959 =100

Special indices of manufacturing Total,
Period adjusted
Invest- Other Consumer Non- for
Total rggréts prc:)d:dcser goods Food Wood Paper Chemi- metallic  Metal seasonal
g g industry  industry  industry iné::stry i'r?ciir:x:rt?\l/ industry ‘;i‘;:"'
1968 182 175 191 164 163 132 202 253 240 177 181
1969 207 194 214 196 173 151 223 285 281 199 207
1970 232 230 223 235 182 164 234 336 341 233 232
1971° 238 235 229 241 192 164 231 363 360 _ 231 238
1972* 258 261 245 261 202 164 248 389 372 259 255
1971*
Sept 256 283 244 258 192 170 241 374 378 278 248
Oct. 264 288 256 257 229 173 250 375 394 282 248
Nov 269 289 260 264 234 166 251 389 370 283 256
Dec 251 274 242 250 188 169 223 375 305 272 245
1972*
Jan. 257 286 246 249 171 164 256 418 308 277 249
Feb. 258 280 245 267 175 171 245 402 321 273 248
March 277 295 261 280 190 188 262 423 872 287 )
April 254 270 236 265 183 180 218 386 349 267 248
May 259 271 242 271 213 191 _ 231 394 350 270
June 244 247 226 262 207 164 220 371 340 250 251
July 180 144 178 178 183 91 235 238 326 139
Aug. 2564 233 234 283 217 138 247 325 421 236
Sept. 262 267 249 265 195 168 261 369 425 266
Oct. 200 292 279 286 256 182 278 443 441 289
Nov. 202 284 281 202 244 172 278 450 433 287
Dec. 268 265 263 250 190 165 249 449 382 274
Mo NDEX OF INDUSTRIAL PRODUCTION 1958= 100 ndex INDEX OF INDUSTRIAL PRODUCTION 1959= 100
SEASONALLY ADJUSTED SEASONALLY ADJUSTED
300 | MONTHLY FIGURES 300}~ MONTHLY FIGURES
250 | Paper industry _ | S i 250 S Pt
. " V‘D‘.“‘ > X \..'--’ 2 oo > »" Ll
- otal Industr -y Consumer d
200 Total Industry sV ) ‘ 200 er goods
150 m_‘v_mﬁ‘;mw-.}mm“%“ "'%,a-.e"i-: E;"""\m.ﬂ'..ﬂ:i 3,.--- 150
Wood Industry =="= EH Investment goods
100 * 100
s
goliliiiei i by rniininabar i nteieliiaibiiliill solLLLLLIULVE L i i i il
1969 1970 1971 1972 1969 1970 1971 1972
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LABOUR—TIMBER FELLINGS—INTERNAL TRADE—TRAFFIC

Total Unem- Unemploy- Commercial Retailers’ Whole- Indicator of
labour Employed ployed ment, timber sales salers traffic
Peri d force, 1000 1 000 % of total fellings volume volume activity
peraons persans persons e 1000selid i 00 190800 1984100
1968 2188 2100 88 40 3189 100 100 106
1969 2189 2127 62 2.8 35338 17 18
1970 2194 2153 41 19 89267 130 125
1971 2199 2150 49 22 36238 197 122
1972 2206 2148 57 26 31441 151
1971
Oct 2179 2138 41 19 2274 120 142 128
Nov. - 2177 2131 47 22 2616 117 144 123
Dec. 2177 2124 88 24 3233 _ 156 185 121
1972°
Jan 2134 2063 71 33 3009 10
Feb. 2085 73 3.4 3927 110
March ... 2088 73 34 4658 me .18
April L2142 o 2078 64 AL
May 212 2141 B 3 123
June 285 2803 52 2.2 1854 133
July_ 54 28 788 126
Aug. 51 2.2 1185 129
Sept 2198 2153 45 20 1637 130
Oct. 2194 2148 46 21 2002 134
Nov. 2190 2142 50 23 2367 134
Dec. 2187 218 85 25 _ 3328 177 178
CONSTRUCTION OF BUILDINGS
Building permits granted Buildings completed Building
works
_ Residen- Industrial . Residen- Industrial . ”c’Ldne_'
Period Total b tial bu’i:lii?r?gs bui?ndess bsilljc?il#;s Total tial bu'i:ladrir:gs buas?ness bzilljgilrllcgs struc-
uildings buildings buildings buildings tion
Million cubic metres
1969 3895 1538 3.88 1529 212 3203 1285 315 1095 332  36.40
1970 4142 1796 372 1656 236 3855 1641 429 1259 335  36.56
1971*  42.63 1954 310 1518 260 3700 1567 312 1371 291 3764
1971*
July-Sept. 1290 6.66 061 418 089 908 378 107 270 085 4176
Oct-Dec. 962 443 038 249 080 1267 6536 112 503 C76 3764
1972*
Jan-Mar.  7.31 273 055 320 048 775 316 033 334 073 3434
Apr-June 1352 622 155 391 085 802 408 035 256 065  39.33
July-Seot. 1344 611 055 489 117 990 449 083 318 075 4093



EXPLANATIONS RELATING TO THE STATISTICAL SECTION

BANK OF FINLAND

Page 4. Since Dec. 31, 1969. Gold and foreign exchange = Gold
(valued on basis of the value of the mark) + Special drawing
rights + IMF gold tranche + Foreign exchange. Liabilities on foreign
exchange and mark accounts = Foreign exchange accounts + Mark
account of holders abroad. Other foreign assets = Foreign bills
+ Foreign bonds + Currency subscription to Finland’s quota in
the IMF. Other foreign liabilities = Foreign term liabilities + IMF
mark accounts. Claims on Treasury = Treasury bills covering certain
IMF and IBRD accounts + Advances for stand-by stocks — Export
levies (net). Foreign exchange situation: Gold holdings are valued
on basis of the par value of the mark. Gold tranche position measures
that part of Finland’s quota which may be drawn essentially auto-
matically in convertible exchange against payment in marks.
Page 5. Other advances = Inland bills discounted in foreign currency
+ Loans + Other claims (excl. Treasury’s IMF and IBRD bills and
Advances for stand by stocks). Liabilities = Other cheque accounts
+ Other sight liabilities + Domestic term liabilities — Cash reserve
accounts — Export levies (net).

DEPOSITS BY THE PUBLIC —
ADVANCES TO THE PUBLIC — MONEY SUPPLY

Figures for deposits and advances are supplied by the Central
Statistical Office.

Page 6. Cheque accounts in all credit institutions relates to com-
mercial banks, savings banks and co-operative banks.

Page 7. Money supply = Finnish notes and coins in circulation —
Finnish notes and coins held by the banks + Cheque accounts
of the public + Postal giro accounts of the public.

STATE FINANCES

Page 8. Official figures computed by the Economic Department of
the Ministry of Finance. First date of publication: Bulletin No. 8,
1968. Revenue and expenditure: Extra-budgetary funds and the
aggregated net current deficit of State enterprises are included.
Figures are reported on a cash payment basis. Debt: Foreign debt
includes promissory notes given to international organizations.
Index-tied bond loans are taken at nominal values. Cash debt
(net) = net debt to the Bank of Finland plus short-term debt to
the Post Office Bank less cash holdings (net) of State depart-
ments and funds.

FOREIGN TRADE

Pages 9—11. Figures supplied by the Board of Customs. /ndices
(p. 9): The indices are calculated according to the Laspeyres
formula. At the end of the year the arithmetic mean of the Laspeyres
indices corresponds to the annual level of the Fisher index formula.
Terms of trade: the ratio of exportindices to import indices. Forsign
trade by countries (p. 11): imports by countries of purchase,
exports by countries of sale.
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BALANCE OF PAYMENTS

Pages 12--13. Figures are calculated by the Bank of Finland
Institute for Economic Research. In addition to the Board of Cus-
toms figures, exports include grants in kind but exclude steve-
doring expenses and imports include seamen’s duty-free imports,
non-monetary gold, grants in kind and adjusted allowance for
smuggling.

PRICE INDICES

Page 14. All indices calculated by the Central Statistical Office.

WAGES — PRODUCTION

Pages 15—16. Figures supplied by the Central Statistical Office.

Page 186. Index of industrial production calculated by the Central
Statistical Office. The grouping by branches of industry is in
accordance with the international nomenclature (ISIC). The
seasonally adjusted series is calculated by the Bank of Finland In-
stitute for Economic Research on the basis of the index of indus-
trial production per working day according to a method resem-
bling the U.S. Bureau of Census Method Il. Commodities accord-
ing to use: investment goods weight 14.3, other producer goods
weight 57.0 and consumer goods weight 28.7. Special manu-
facturing indices: food industry ISIC no. 20, weight 11.2, wood
industry no. 25, weight 6.6, paper industry no. 27, weight 13.1,
chemical industry no. 31, weight 5.2, non-metallic mineral industry
no. 33, weight 3.6 and metal industry nos. 34—38, weight 23.5

LABOUR — TIMBER FELLINGS — INTERNAL TRADE —~
TRAFFIC — CONSTRUCTION OF BUILDINGS

Page 17. Labour figures supplied by the Central Statistical Office.
Commercial timber fellings compiled by the Ministry of Labour.
Retailers’ and Wholesalers® volume indices supplied by the Central
Statistical Office. /ndicator of traffic activity calculated by the Bank
of Finland Institute for Economic Research. Figures are weighted
averages of the sea, air, railway and road traffic. Construction of
ouildings figures calculated by the Central Statistical Office.

SYMBOLS USED

®  Preliminary

r Revised

0 Less than half the final digit shown
Logically impossible

.. Not available

— Nil

affected by strike

[7:]



SOME PARTICULARS ABOUT FINLAND

FORM OF GOVERNMENT

From 1155 to 1809 Finland formed a part of the kingdom of Sweden.
Connected from 1809 with Russia, Finland was an autonomous
country with the Emperor as Grand Duke until December 6, 1917,
the date of Finland's declaration of independence. The republican
constitution was adopted in 1919. The legislative power of the
country is vested in Parliament and the President. The highest
executive powar is held by the President. elected for a period of
6 years, The President for the current period, March 1, 1968, to
March 1. 1978, is Urho Kekkonen.

Parliament, comprising 200 members, is elected by universal
suffrage for a period of 4 years. The number of seats of the different
parties in Parliament elected in 1972 were as follows: Social
Democrats 55, People’s Democrats 37. Centre Party 35, Conserva-
tives 34, Finnish Feople’s Unification Party 13, Swedish Party
10. Liberal Party 7, Finnish Farmers Party 5 and Christian
League 4.

INTERNATIONAL ORGANIZATIONS

Finland became a member of BIS 1930, IMF 1948, IBRD 1948,
GATT 1950, UN 1965, IFC 1958, IDA 1960. EFTA 1961, ADB
1966 and OECD 1969.

LAND

THE AREA is 337 000 square kilomsetres (Great Britain's area is
245000 sq. km and ltaly’s area 301 000 sq. km). Of the total,
inland waters form 9.4 %. Of the land area (1970) 2.7 mill. ha
(9.6 %) are cultivated and 19.1 mill. ha (68.4 %) are covered by
forests.

OWNERSHIP OF LAND (1970): The total land area was distrib-
uted among different classes of owners approximately as follows:
private 60.7 %, State 29.4 %, joint stock companies etc. 8.0 %,
municipalities and parishes 1.9 %.

POPULATION

NUMBER OF INHABITANTS (1971): 4.6 million. Sweden 8.1.
Switzerland 6.3, Denmark 5.0 and Norway 3.9 million.

DENSITY OF POPULATION (1971:) In South Finland 44.2 in
East and Central Finland 14.2, in North Finland 3.9 and in the
whole country an average of 15.2 inhabitants to the square kilometre.

DISTRIBUTION BY AREA (1971): 562 % of the population in-
habit the rural areas, 48 % towns and urban districts. The largest
towns are: Helsinki (Helsingfors), the capital 519 900 inhabitants,
Tampere (Tammerfors) 159 600, Turku (Abo) 159 900.

EMPLOYMENT (1971): Agriculture and forestry 21 %, industry
and construction 38 %, commerce 16 %, transport and communica-
tions 7%, services 21 %.

LANGUAGE (1970): Finnish spsaking 93.2 %, Swedish speaking
6.6 %, others 0.2 %.

EDUCATION (1971): Practically all persons over 15 years of age
are literate. There are 6 universities (the oldest founded in 1640),
10 colleges of university standard, and 2 teacher training colleges,
besides teacher training departments in two of the universities.

CHANGE OF POPULATION (1971): births 13.3 9/4,. dseaths
9.9 9/50. change + 3.3 9/,,. net emigration 0.0 ©/yo. Deaths in
France 10.7 9/,, and Great Britain 11.6 9/4,.

TRADE AND TRANSPORT

NATIONAL INCOME (1971, in million marks): Gross domestic
product at factor cost by industrial origin: agriculture 2 857 (7 %).

forestry and fishing 2 922 (7 %), manufacturing 12 695 (30 %),
construction 4 066 (10%), transport and communication 4 084
(10%). commerce, banking and insurance 5 225 (12 %), public
administration 1 931 (b %). ownership of dwellings 2 326 (5 %),
services 6 103 (14 %). total 42 209. index of real domestic product
135 (1964 = 100).

FOREST RESOURCES (1971).The growing stock comprised 1 448
million of solid cu. m incl. bark (51 135 million cu.ft). of which
pine 44% and spruce 37 %, the remaining 19 % being broad-
leaf-trees, chiefly birch, Of the growing stock 17 386 million cu. tt,
48 % of them pine, was up to the standard required for logs The
annual growth is 47.6 million solid cu. m green wood excl. bark
(1681 mill. cu. ft). The total removal calculated according to
the use of wood was 484 millkon cu. m excl. bark (1709
million cu. ft).

AGRICULTURE (1971): Cultivated land 2.7 million hectares.
Number of holdings 297 257, of which 188 481 are of more than
6 ha. Measure of self-sufficiency in bread cereals 97 % in the
crop year 1970/71 and 116 % in 1971/72,

INDUSTRY (1970): Gross value of industrial production 35577
mill. marks, number of workers 502 981, salaried employees
103 449, motive power (1970) 5.1 mill. kW. Index of industrial
production 238 for 1971 (1959 = 100).

STATE RAILWAYS (Jan. 1, 1973): Length 5887 km.

MERCHANT FLEET (Feb. 28, 1973): Steamers 36 (39 837 gross
reg. tons), motor vessels 392 (752 497 gross reg. rons), tankers
58 (740 029 gross reg. tons), sailing vessels with auxiliary engines
3 (499 gross reg. tons). Total 489 (1532862 gross reg. tons).

MOTOR VEHICLES (Dec. 31, 1971): Passenger cars 753 000.
lorries and vans 113 600. buses 8 200, others 5 200. Total 880 000,

FINNISH AIRLINES (May 1972): Finnair and Kar-Air have in
ise 3 DC-8-62s, 2 DC-6s, 8 Super Caravelles 8 DC-9s and 7
Convair Metropolitans. Companies have scheduled traffic outside
of Finland to 24 airports and to 17 domestic airports.

FINANCE AND BANKING

CURRENCY. Since 1860, Finland has had its own monetary
system. From 1877 until 1914 the country was on the gold
standard, and returned to it in 1926. In 1931, the Central Bank's
duty to redeem bank notes in gold was suspended and at the
end of 1962 was entirely cancelled. The monetary unit is the mark
(Finnish markka). Since Oct. 12, 19687, the par value of the mark
is 0.21159 grams of fine gold per mark (equivalent to 4.20
marks per U.S. dollar). Since Feb. 15, 1973 a central rate of
3.90 marks to one U.S. dollar has been applied.

THE CENTRAL BANK. The Bank of Finland {estab. 1811) functions
under the guarantee and supervision of Parliament. its Board of
Management is appointed by the President of the Republic; the
Bank Supervisors, nine in number, are elected by Parliament. The
Bank has a head office in Helsinki and 12 branches in other towns.

OTHER CREDIT INSTITUTIONS (Dec. 31. 1971). There are two
big and five small commercial banks with in all 833 offices, 306
savings banks, 424 co-operative banks, six mortgage banks, and
Post Office Bank. The co-operative stores accept deposits from
their members. The National Pension Institute and fifty-nine private
insurance companies also grant credits.

RATES OF INTEREST (Jan. 1. 1972). The official discount rate
of the Bank of Finland (the basic rate applied by the Bank of
Finland for discounts and rediscounts of commercial banks) is
7 3/, %. The range of rates for other credits granted by the
Bank of Finland is between 6 and 9 %. Other credit institu-
tions: term deposits 4 % %. 6 month deposits 4 2/, %, 12 month
deposits b % %, 24 month deposits 6 % %; highest lending rate 11 %.
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BALANCE OF PAYMENTS IN 1972

by Timo Hamaldinen, M.Pol.Sc.
and Tapio Peura, M. Sc. (Econ.)

International Economics Office
Economics Department
Bank of Finland

GENERAL DEVELOPMENTS

The trough in international economic activity
in western markets was passed at the very
start of 1972 and the largest part of the year
witnessed a revival in activity. Although the
rate of inflation was slightly lower than during
the preceding vyear, it was still high compared
with the 1960s. Despite the Smithsonian
Agreement of December, 1971, there were clear
signs that strains remained in the international
exchange system.? International capital markets
remained easy throughout the year.

The revival of foreign demand, together with
some special factors, brought growth in Finn-
ish exports to the same level as in the previous
peak years of 1960 and 1969. Favourable
export developments worked their way through
to domestic demand. but imports did not grow
substantially. The trade deficit was thus appre-
ciably smaller than in the two previous years.
As the service account surplus increased still
further, the deficit on current account was less
than half of that of the preceding vyear.

The underlying deficit on current account
should be viewed from the perspective of the
effort to transform the structure of the economy.
Last year, as in the recent past, the current
account deficit was more than covered by the
considerable import of long-term capital, which
led to a further increase in foreign exchange

1 On Finnish exchangs rate policy, see »Recent Exchange Rate
Developments and the Finnish Mark», Bank of Finland Monthly
Bulletin, Vol. 47 No. 2, February 1973, pp. 20—26.
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reserves. Although domestic investment activ-
ity was slow in 1972, there was a noticeable
increase in drawings of foreign long-term loans.

There was some outflow of short-term capital,
owing to changes in the composition of official
foreign assets.

The external balance did not explicitly constrain
economic policy last year, and the emphasis of
economic policy was clearly on problems of
internal stability. The favourable development
of the current account made it possible to aliow
the cash payment rules for consumer goods
imports to lapse.

EXPORTS

In the market countries most important for
Finnish exports, economic activity was notice-
ably more vigorous than in the preceding year.
The growth in GNP weighted by export shares
was below the long-term average of 4 per cent
mainly because of the slow growth of the
Swedish economy. However, overall imports
of the main markets for Finnish exports grew
by more than 8 per cent.

The growth in market shares of Finnish
exports in 1972 must be judged against the
pronounced loss in 1971 which was partly
a result of the strike in the metal industry. As
the growth of Finnish export volume in 1972
was nearly 17 per cent (Chart 1), the market
losses suffered in the preceding year were
more than made up. Recovery from the effects



CHART 1. MERCHANDISE TRADE
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of the strike and the revival of foreign demand
were not the only reasons for this estimable
performance. The prices of Finnish exports
were quite competitive and substantial spare
capacity existed in the export industries. In
1971 the price competitiveness of Finnish ex-
ports deteriorated slightly, but the situation was
reversed in 1972. Since the export prices of
Finland’s main competitors grew at the same
rate as Finnish export prices, i.e. 4% per cent,
the price competitiveness of Finnish exports
improved as much as the domestic currency
depreciated. This depreciation is estimated to
have been some 4 per cent against the main
trading currencies.

The change in the commodity structure of
Finnish exports continued along the lines of
the 1960s. The share of wood-based ex-
ports made up only a bit more than half of
total commodity exports in 1972. However,
the volume of exports of the wood industry
grew appreciably and confounded the expec-

tations of the beginning of the year. The growth
in the value of paper exports was as high as
17 per cent. But exports of pulp increased by
only some b per cent in value. Furthermore,
the considerable share of trade denominat-
ed in the depreciating currencies, i.e. ster-
ling and the dollar, dampened the increase
in prices. The unit value of pulp and paper
exports did not grow at all on the preceding
year. The exports of the metal industry per-
formed well, and an annual growth rate of 40
per cent was recorded after the decline in 1971.
This large figure is in part a result of the »echo
effecty of the strike: the abnormally low level
of exports in 1971 and postponement of some
deliveries into 1972. The growth in exports of
other industrial products, mostly chemicals and
clothing, picked up once again.

Exports to the Socialist countries increased by
a third, after a slight fall in 1971. The growth
of exports to Sweden was even higher, despite
the sluggishness of economic activity in that
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country. The share of the six EEC-countries in
Finnish exports fell, as did the share of the
rest of the world. This allowed a further in-
crease in the share of the EFTA-countries in
Finnish exports.

IMPORTS

The revival of domestic economic activity was
based on growth in exports and consumption
demand. Since export demand was partly met
by running down stocks, the main factor in-
creasing imports was consumption. The volume
of imports increased only by some 2 per cent,
which is below the long-term average of 8 %
per cent (Chart 1). This meant a fall in the
share of imports in the total supply of goods
and services because the volume growth of
GDP is estimated to have been some 6 per cent.

in addition to the favourable structure of the
growth in total demand, the considerable in-
crease in import prices may also have produced
the slow expansion in the volume of imports.
The comparatively high rate of growth of world
market prices linked with the depreciation of
Finnish mark raised the unit value of imports
by 9 per cent from the preceding vyear.

There were no material changes in the com-
modity structure of imports. A reduction in the
import volume of investment goods took place,
butin 1971 this was the only commodity group
to grow. The growth of imports of non-pro-
ductive goods, i.e. consumer goods and pas-
senger cars, was greater than that of other im-
ports. Imports of passenger cars increased by
47 per cent in value terms, and the value of
imports of consumer goods grew by 26 per cent;
some 10 per cent of this growth was due to
increased prices. The import of some goods was
shifted to 1972 by the abolition of the supple-
mentary turnover tax in the beginning of the
year, and the easier payment terms for imports
also contributed the strong advance in the
growth of consumer imports. The volume of
imports of raw materials and fuels increased
both by some 5 per cent which is less than the
growth of industrial production. However, the

22

prices of raw materials went up by nearly
10 per cent while those of fuels fell 2 per
cent following the vigorous growth of 1971.
This was mainly due to a reduction in coal
prices. The slow-down in investment activity
reduced the volume of imports of invest-
ment goods by 9 per cent, but the growth of
prices meant that the value of these imports did
not fall.

Changes in the regional distribution of imports
were quite the reverse of changes in the regional
distribution of exports: the share of the six EEC-
countries increased while the share of the
EFTA-countries, especially the United Kingdom,
declined. The share of the Socialist countries
also fell following a rise in the preceding year.

BALANCE OF PAYMENTS, BASIC TRENDS
MILLION MARKS

1962—66 1967—71
Annual average

1971 1972

Exports f.o0.b. 4121 7960 9845 12012
Imports c.i.f. 4697 8787 11762 13145
TRADE BALANCE —b76 —827 —1917 —1 133
Services, net 242 642 973 1147
BALANCE OF

GOODS AND

SERVICES —334 —185 —944 14
Investment income

& transfer pay-

ments — 99 327 —478 —626
CURRENT

BALANCE —433 —512 —1 422 —612
Long-term loans, net 286 775 1875 2003
Other long-term

capital —46 —250 —293 —A457
BASIC BALANCE —193 13 160 934
Short-term trade

credits 8 310 584 —13
Other short-term

capital 107 76 62 —330
OVER-ALL

BALANCE —78 399 806 591
Reserve movements: .
Bank of Finland b5 317 —bbbh 271
Other foreign ex-

change holders 23 —82 —251 —320



CHART 2. CURRENT BALANCE
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As the value of exports increased nearly twice
as fast as the value of imports (22 per cent vs.
12 per cent), the trade account deficit including
the trade adjustment items declined from 1917
million marks in 1971 to 1 133 million marks in
1972 (seetable). The import surplus on bilatera!
trade fell from 716 million marks to only 172
million marks in 1972. The improvement of the
bilateral trade balance was twice as great as the
improvement in multilateral trade balance. The
favourable cyclical position and the competi-
tiveness of domestic products were the major
causes forthe improvementin the trade balance.
In the short run the deterioration in the terms of
trade of more than 4 per cent may have prevent-
ed the picture from being better than it was.

Invisible earnings totally offset the trade deficit
(Chart 2). The low level of freight rates kept
the growth of transport receipts and payments
slow. Nevertheless, the surplus on transport ac-
count increased to 731 million marks. As the
growth of other service items was higher, trans-

67 68 69 70 " 72

port earnings made up a smaller share of the
surplus on service account than earlier.

The travel account continued to develop favour-
ably, as it has done since the devaluation of
1967. Travel receipts and payments increased
by nearly a third, and the resulting surplus on
travel account amounted to 327 million marks.
The surplus from other services also increased
from the previous year, but compared 1o the
transportation and travel accounts, net earnings
were not large. Service receipts increased by
20 per cent and payments by 22 per cent from
the previous year, giving a surplus of 1147
million marks in service account. Trade in goods
and services was thus almost in balance com-
pared to the deficit of 944 million marks in
1971.

In 1972 imports of foreign long-term capital re-
mained brisk. The deficit in net investment in-
come (Chart 2), consisting mainly of interest
paymants, increased by 26 per cent to 603
million marks. Taken with transfers, which are
of minor importance, current receipts increased
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by 22 per cent and payments by 14 per cent,
reducing the current account deficit from 1 422
million marks in 1971 to 612 million marks in
1972. Expressed as a share of current payments,
the current deficit fell from 10 per cent in 1971
to 4 per cent in 1972, well below the average
of some 6 per cent in the 1960s.

Differences in the timing and magnitude of
demand pressure at home and abroad have a
major impact on the short-term development of
the Finnish current account. Special factors, in-
cluding trade with the Socialist countries, oc-
casionally affect the current account deficit. In
the medium and long-run, the current account
balance depends on the overall competitiveness
of the domestic economy. If adjustments are
made for cyclical factors, developments in bi-
lateral trade and other special factors, the
major part of the current deficit in 1970 and
1971 can be explained (Chart 2). Furthermore,
using such a procedure, it was possible to fore-
cast the current account deficit for 1972 rather
accurately. Last year relative demand pressure
favoured exports slightly. In contrast with the
previous two years, trade with the Socialist
countries was nearly in balance. For these
reasons the underlying deficit on current ac-
count did not differ substantially from the ac-
tual one. However, the adjusted current account
deficit has shown a slight tendency to dete-
riorate over the past five years.

CAPITAL FLOWS AND RESERVE POSITION

The principal balance of payments components
are shown in Chart 3 as a percentage of current
payments in order to facilitate comparison of
the relative importance of the different financ-
ing items in various years. As in 1971, there
was a material inflow of long-term capital
last year, giving rise to a substantial surplus on
the basic balance and to the further accumula-
tion of foreign exchange reserves. The easiness
on international capital markets during 1972
contributed to the large inflow of long-term
capital at a time when investment activity was
fairly low.
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CHART 3. PRINCIPAL BALANCE OF PAYMENTS
COMPONENTS AS A PERCENTAGE OF CUR-
RENT PAYMENTS AND IN MILLIONS OF MARKS
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More than a half of the borrowing took the form
of direct financial credits, which totalled 1 686
million marks. Although there was a distinct in-
crease in the number of large, privately placed
loans, which are a practicable alternative to
bond loans for many borrowers, bond loans
grew substantially. Eleven Finnish bond issues
were placed abroad in 1972, totalling 735 mil-
lion marks. Four of these loans were denomina-
ted in Swiss francs, three in Euro-dollars, three
in Deutsche Marks, and one in Luxembourg
francs. New long-term supplier's credits total-
led 553 million marks. Drawings of previously
approved loans from the World Bank amounted
to 40 million marks, but this figure was ex-
ceeded by amortizations of other World Bank
loans.

Atthe end of 1972 gross long-term foreign debt
stood at 9 985 million marks. In the year under
review 530 million marks was used to defray
interest expenses, and total servicing costs
amounted to 1568 million marks. The ratio
of servicing costs to current receipts remain-
ed unchanged at 10 per cent.



Increased exports of metal and engineering
products led to a substantial capital outflow in
the form of long-term export credits. The stock
of these credits — nearly 1 500 million marks
— is, for the most part, made up of credits for
ships and paper mill machinery. Direct invest-
ment abroad also led to a capital outflow.

Finnish investment abroad totalled 250 million
marks in 1972 and exceeded the corresponding
inflow by about 100 million.

One major change affecting short-term capital
flows was the abolition of the cash payment
requirement for imports of consumer goods
which led to an increase in import credits. How-
ever the growth in short-term export credits,
which resulted from the revival in exports, more
than offset this inflow. When account is taken
of the increases in miscellaneous short-term
foreign assets held largely by official bodies and

of errors and omissions, short-term debt de-
clined by 428 million marks, or by 343 million
when the 85 million mark allocation of special
drawing rights is included. This gives an over-
all balance surplus of 591 million marks.

Total foreign exchange reserves thus increased
considerably last year, as in the two preceding
years. The accumulation of reserves led to
growth in the foreign currency holdings of the
authorized banks and the elimination of the
Bank of Finland’s debt in non-convertible cur-
rencies which arose from bilateral trade.

Finland’s international liquidity position im-
proved both in absolute and relative terms. At
the end of 1972, total reserves amounted to
3 024 million marks, corresponding to the im-
ports of nearly three months. Foreign ex-
change reserves increased from 17 per cent of
current payments in 1971 to 19 per cent in
1972.
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ITEMS

Direct investment in 1972. The distinct
growth in investment capital flows of the
recent past continued in 1972. As in previous
years, the outflow of investment capital was
substantially larger than the inflow. This con-
tinuing imbalance has been largely the result
of one major investment project abroad, which
in itself reflects the relatively small amounts
involved in Finland’s investment capital flows.

According to permits granted by the Bank of
Finland, foreign direct investment in Finland
amounted to 102.9 million marks in 1872. At
the same time, subsidiaries drew 44.9 million
marks from foreign parent companies in the
form of loans, so that the total net inflow of
investment capital amounted to 147.8 million
marks. The corresponding figure for 1971 was
129.8 million marks.

Of total foreign investment and loans, only 26
million marks was invested in production; the
major part, or nearly 120 million marks, was
invested in marketing. Table 1 indicates the
regions of origin of the investments. It is note-
worthy that Sweden’s share in investment
capital from the EFTA region is almost 70 per
cent.

In all, 77 permits were granted to foreign firms
for new investments in Finland.
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TABLE 1. DIRECT INVESTMENT AND LOANS
OF FOREIGN PARENT COMPANIES TO
SUBSIDIARIES IN FINLAND IN 1972
(GROSS, MILL. MK)

1970 1971 1972
Investments 46.1 91.0 102.9
from EFTA countries 19.6 56.5 29.3
from EEC countries 19.7 5.8 7.6
from North America 2.3 16.3 50.3
from other countries 4.5 12.4 15.7
Loans 35.9 38.8 449
Total 82.0 129.8 147.8

According to data based on the permits
granted by the Bank of Finland, Finnish direct
investment in foreign countries and loans
granted by Finnish parent companies to sub-
sidiaries founded in 1972, amounted to 254.0
million marks. The share of loans in this was
110.5 million marks. In 1971, the total outflow
of investment capital was 194.9 million marks.

In 1972 the wood-processing complex of
Eurocan Pulp and Paper Co, Ltd., which is
being constructed in Canada, absorbed most
of the investment capital outflow. The influence
of Eurocan is also reflected by the fact that in
1972 more than 80 per cent of the outflow of
capital investment went o enterprises engaged
primarily in production; the remainder was
used for marketing and other purposes. It is
worth noting that most of the loans granted by
Finnish parent companies to their subsidiaries
abroad were financed by long-term credits



obtained in foreign capital markets and accord-
ingly do not encumber the balance of payments
directly.

Finnish firms were granted 70 permits for new
investments abroad in 1972,

TABLE 2. DIRECT INVESTMENT AND LOANS
OF FINNISH PARENT COMPANIES TO
SUBSIDIARIES ABROAD IN 1972
(GROSS, MILL. MK)

1970 1971 1972
investments 37.0 60.1 143.5
to EFTA countries 16.4 391 23.6
to EEC countries 12.7 15.9 12.3
to North America 44 2.6 105.3
to other countries 3.5 2.5 2.3
Loans 182.3 134.7 110.56
Total 219.3 194.9 254.0

The net outflow of investment capital amounted
to 106.2 million marks in 1972. In 1971, the
outflow of investment capital exceeded the
inflow by 65.1 million marks.

Trade agreements. An agreement has been
signed between Finland and the People's Re-
public of China governing the exchange of
goods during 1973. It is estimated that the total
value of trade will increase by ten per cent from
the previous year to 164 million marks.

According to the trade agreement between Fin-
land and Poland, the total value of trade be-
tween these two countries should amount to
527 million marks in 1973.
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