Common labour market of the Nordic
countries and emigration

The Finnish economy in 1972 and
the current outlook




Bank of Finland foreign exchange reserve, 1968 - 1973
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COMMON LABOUR MARKET OF THE NORDIC COUNTRIES

AND EMIGRATION

In 1954 Denmark, Norway, Sweden and Fin-
land signed an agreement establishing a
common labour market in the Nordic countries.
The governments of these four countries
believed that the free mobility of labour
would contribute to the economic and social
development of the contracting countries.
To ensure that each party would benefit from
the free movement of labour, the Agreement
contained an article indicating that every
attempt should be made to encourage mi-
grating labour to use the official employment
services.

The Common Nordic Labour Market is closely
linked with the common Nordic agreement on
social security signed in 1955, which guar-
antees equal rights to all Nordic citizens in
any Nordic country, for instance in matters
concerning pensions. The agreement has been
revised four times, most recently in 1970. A
Nordic agreement on notification of removal,
which came into force in 1969, made it
possible to compile statistical data on mi-
gration flows between the Nordic countries.

When the agreement establishing the Common
Nordic Labour Market was formulated, little
attention was paid to the possibility of large
and imbalanced migration flows. With the
exception of the flows between Finland and
Sweden, migration between the other Nordic
countries has been insignificant. For instance,
total net emigration from Denmark to Sweden
in the 1960s amounted to 2 000 persons,
and from Norway to Sweden 8 000 persons,
whereas the net flow from Finland to Sweden
came to as much as 122 000 persons.

Since the signing of the agreement, 300 000
persons have emigrated from Finland to
Sweden, and of these about 100 000 have
returned to Finland. Of those who settled in
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Sweden, every fourth person has acguired
Swedish citizenship. In the 1960s, annual net
emigration from Finland to Sweden ranged
from 9 000 to 32 000 persons. The peak years
of emigration were 1969 and 1970, when
Finland’s population actually fell. In both
years, Finland lost more than one per cent of
its labour force. Since 1971, Finland has
experienced net immigration, largely as a
result of the cyclical deterioration in the
employment situation in Sweden.

Fluctuations in emigration to Sweden follow
rather closely the variations in the number of
unfilled vacancies in Sweden with a half-year
lag. In practice this has meant that the peaks
of emigration have occurred in years of
strong economic activity in Finland. Similarly,
homeward flows have increased during periods
of unemployment.

As a result of emigration, the population has
fallen precipitously in the northern parts of
Finland. As the emigrants are mainly young
people of working age, the age structure of
population has become skewed, so that in
some places there are very few left in the age
groups with the highest propensity to move.
Although the northern-most province of Fin-
land (Lapland) saw six per cent of its population
move to Sweden during the three-year period
1968—1970, the employment situation con-
tinues to be as weak as it was at the end of
the 1960s. Because of emigration it has been
necessary to close schools and shops. Even
though the tax base of the local authorities has
been reduced substantially, it has not been
possible to cut back local government services
to the same degree. The rise in rates and the
decline in the quantity and quality of the serv-
ices have made the migratory deficit area even
less attractive than before.



Most of the people who have emigrated to
Sweden have done so without turning to the
official Employment Service. They have rather
moved on their own or have been recruited
privately. Most of those migrating have had
only a meagre knowledge of the conditions in
Sweden, and have not been adequately pre-
pared to meet the language and adjustment
difficulties.

In order to reduce these hardships, the Finnish
and Swedish labour authorities have intensified
their co-operation substantially in recent years.
In spite of this, only one in five Finnish emi-
grants to Sweden finds his job through the Finn-
ish Employment Service. For this reason, and
because the Common Nordic Labour Market
agreement presupposes labour movements be-
tween these countries to take place as much
as possible through the official employment
service, it has been agreed to try to persuade
the Finnish migrants as well as the Swedish
employers to make greater use of the official
employment services.

The purpose of the agreement, which was
signed in April 1873 by the labour authorities
and labour market organisations of both
Sweden and Finland, was to ensure that
every job-seeker who wants to work in
the other country receives extensive and re-
liable information before his departure about
conditions in the country of potential immi-
gration. The job-seeker is to be given infor-
mation on openings and opportunities for
training both in Sweden and at home. This
requires a substantial expansion of the service
and information facilities of the Finnish
Employment Service. Steps in this direction

have already been taken. On the basis of
earlier experience, it is believed that a con-
siderable number of those who are planning to
emigrate will, when furnished with reliable
information, find that they can secure compa-
rable jobs in their home country.

To ensure that use is made of the Employment
Service, the agreement requires that the Swed-
ish employer take on only those Finnish
job-seekers who have received assignment to
the job in question from the Employment
Service in their home country. This provision
does not apply to those Finns who already are
employed in Sweden. Before the agreement
is generally known and understood, some
migration may still continue outside the Em-
ployment Service. However, in these cases the
employer must, before employing a job-seeker,
see that he visits the nearest Employment
Service Office which before issuing the as-
signment is to notify the Employment Service
in the job-seeker's home country. When an
employer wishes to obtain labour from the
other country, he must now report the va-
cancy to his local Employment Service Office.
These provisions apply reciprocally to Finnish
employers.

Clearly such an agreement does not eliminate
the basic reasons for emigration, but it should
certainly help keep the migration flows from
doing too much damage. A joint Working
Group, in which both the labour authorities
and the labour market organisations are rep-
resented, has been set up to follow develop-
ments and to see how well the agreement
serves its purposes.

April 30, 1973




BANK OF FINLAND Mill. mk
1972 1973
April 28 Dec. 29 April 6 April 13 April 19 April 30
Assets
Gold and other foreign assets 3266 2912 2528 2482 243 2399
Gold 205 205 205 2056 205 205
Special drawing rights 282 283 283 283 283 283
IMF gold tranche - 268 268 268 268 268 268
Foreign exchange 2324 1929 1556 1508 1460 1421
Foreign bills 106 110 103 104 98 104
Foreign bonds 7RV 114 114 117 118
Claims on domestic banks 813 758 1046 1050 1035 2037
Discounted bills 807 752 1037 1034 1023 2036
Rediscounted bills 1 1 1 1 1 1
Chegque accounts 5 5 8 15 11 —
Other lending 317 316 327 332 330 330
Inland bills discounted ) ' )
In foreign currency — — — —_ —_ —
In Finnish marks 85 44 44 45 44 43
Loans 232 272 283 287 286 287
Other assets 645 607 617 623 669 958
Finnish bonds 72 47 44 51 98 389
Finnish coin 26 25 37 37 36 33
Currency subscription to Finland's quot_a '
in the IMF 530 530 530 530 530 530
Other claims 17 5 6 5 b 6
Total 5031 4593 4518 4 487 4 465 5724
Liabilities
Notes in circulation 1451 1730 1516 1586 1603 1937
Liabilities payable on demand 630 136 252 154 109 903
Foreign exchange accounts 333 78 23 27 25 27
Mark accounts of holders abroad 39 43 49 60 61 46
Cheque accounts o
Treasury 37 1 49 45 8 46
Post Office Bank 207 2 112 4 1 768
Private banks — — — — — 3
Other 3 1 2 8 4 2
Other sight liabilities 11 11 11 10 10 11
Torm liabilities 1076 899 877 874 872 1022
Foreign — — — —_ - —
Domestic 1076 899 877 874 872 1022
IMF mark accounts 530 530 530 530 530 530
" “Aliocations of special drawing rights 268 258 258 258 258 258
Equalization accounts 341 286 314 312 319 299
Bank's own funds 745 754 771 773 774 775
Capital T 600 600 600 600 600 600
Reserve fund 74 74 114 114 114 114
Profits undisposed 42 —_ 40 40 40 40
Earnings less expenses (Dec. 31, Net
profit) 29 80 17 19 20 21

Total 5031

4518



BANK OF FINLAND Mill. mk
Gold and foreign accounts Treasury
End of .
Vﬁfg,ﬂ?,‘,d Gold and on’foraign orrgn, Other  Other foreten Claims  Lisbiliiss.  clajms
foreign exchange reserve foreign foreign assets on Cheque  on the
exchange and mark (1=2) assets liabilities (3+4—5) Treasury account Treasury
accounts (7—8)
1 2 3 4 5 6 7 8 9
1966 556 61 495 81 101 475 10 40 — 30
1967 701 75 626 98 354 370 — 7 4 I
1968 1353 62 1291 125 34 1382 —354 3 —3b57
1969 1268 92 1176 517 360 1333 —196 4 200
1970 1844 106 1738 639 518 1859  —118 2 720
1971 2620 327 2293 686 530 2449 15 2 —17
1972 2685 121 2564 757 530 2791 — 2 7T T3
1972
March 2 991 370 2621 708 530 2799 — 3 30 — 33
April 3079 372 2707 707 530 2884 — '3 37 — 40
May 2941 370 2571 7256 530 2766 -3 32 — 36
June 2865 282 2583 732 530 2785 — 3 36 — 39
Juy 3028 181 2847 748 530 3065 — 3 3 38
Aug. 3073 175 2898 743 530 3111 — 3 43 e
Sept. 3034 187 2897 741 530 3108 — 2 48 —50
Oct. 2881 134 2747 742 630 2959 2 T a3 sk
Nov. 2791 146 2 645 740 530 2855 = — 2 47 a9
Dec. 2685 121 2564 757 530 2791 -2 1 — '3
1973
Jan. 2 629 70 2 559 748 530 2777 — 2 43 — 45
Feb. 2530 70 2460 740 530 2670 ) 477 T — 49
March 2287 75 2212 737 530 2419 T4 T 43
April 2177 73 2104 752 530 2326 46— 48
FOREIGN EXCHANGE SITUATION Mill. mk
Net holdings, Dec. 31, 1972 Net holdings, March 31, 1973 Change
E,’:?,{}';,?J Other Total ?:?r:}::df Other Total Mar. Jan.-Mar.
Gold 205 — 205 205 — 205 — —
Special drawing rights 283 = 283 283  _— 283 —
IMF gold tranche 268 — 268 268 — 268 — —
Convertible currencies 1814 463 2277 1827 325 1652 —183 —625
Other currencies T 6 —3  —09 128 —19 109 — 37 +118
Total 2564 460 3024 2211 308 2517 —220  —507
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BANK OF FINLAND

Mill. mk

Domestic banks

Other

End of Liabilities,
year and Dis-  Redis- Cheque accounts Net cl?‘lms Inland
month counted counted Cheque on the  hills in

bills  bills  accounts’ o Post Office (1+z+53)—4 finnsh

banks 2 Bank

Other 1y jabjilities

advances

Net clalms Notes in
on the rest circulation
of
sconom
(7+8—9¥

1 2 3 4 5 [ 7

1966 00— 915 — 14 17 884 180

‘67  _— 868  — 156 8 678 197
1968 —_ 618 107 163 16 546 186 _
1969 — 550 87 $3__ 12 832 192

1970 87 9 3 1 4 84 187
1971 848 1 - 9 2 8% 121
1972 782 L b = 2 786 44

1972

March __ 786 _1__ = — _ b __ 48 734 89
Aprl 87 1 B _-— 207 806 _ 85

May ... 796 1 8 - 74 729 79

June =~ 860 ___ 1 — ___ 6 _ 154 701 67
19— 847 289 = 63 _

Juy 616 1
Aug. 488

Oct. 758

1

e ob = 249 245 B3

Sept. 661 1 16 -— 388 289 63
1 507 276 65

8 9

242 1110
249 1087
. .254 1067
_.261_ 1096

265 987

Nov. 787 _ 1 __17__ — 312 _493__ &7
Dec. _ 752 1 . 5__ —_

1973
Jan. 621 1 9

Feb. 828

March _ 986 1 __ 17 _— _ 16 988 41
1. _—__ 3 768 1266 43

Aprit 2036 _

! Including special index accounts.
2 |ncluding cash reserve accounts,

SELLING RATES FOR FOREIGN EXCHANGE

2 758 44

A8 813 40
— 162 728 40

_277 909 __

273 81
275 900

29 891

8 72
. 383 56

_ 185 43
269 26

246 528
284 908
277 809

_256_ 1072
256 1057
248 977

262 949

10 11
193 1108
524 1052
338 _ 1160
(436 1298
—145 1344
=553 1479

—588 1730

_ 178 1423
_..—=283  _ 1451
734 1450
—768 1555
—753 _ 1513
—738 1474
—866 15857
—622 15807
.—615 1556
—588 1730

=598 1497
-585 1521
—559 1562

293 1033

—697 1937

Mk

April 27, 1973

NewYork | 1% __ 3888 _ Frankfurto. M. 100 DM 137.20

Vienna

1008 _ 18.80

Montreal 1% 3880  Amsterdam 100 Fl 131.35
london 1€ 9670  Brussels2 100 Fr

Stockholm 100 Kr 8600 _ Zuich _ 100Fr 12000

__ Lisbon
_Reykjavik
Madrid

Oslo ~  100Kr 65560  Paris®  100FF
Copenhagen 100 Kr 6240 Rome“ 100 Lit

' As from Dec. 20, 1971 also apphed to cleanng accounts wnh Berlin, Budapest and Sofla

2 9.660 commercial rate; 9.680 financial rate.

3 85.20 commercial rate; 86.30 financial rate.

4 0.6580 commercial rate; 0.6560 financial rate.
5 Clearing account: also Bucharest.

Moscow ®

.J00Esc 15.40
_100Kr 402
100 Pta_ 6.74
J1RbE 6241



DEPOSITS BY THE PUBLIC Mill. mk
Sight deposits Term deposits

End of

Y::i’ Cheque accounts Postal ) P : (214.-?-:;)
month giro Commer-  Savings  Co-op. o 1%:‘9 Co-op. All credit
Commer-  All credit accounts cial banks banks banks Bank stores institutions
cial banks institutions
1 2 3 4 3 6 7 8 9 10

1966 639.8 849.4 318.0 3660.9 3329.9 2202.1 863.6 380.7 10437.3 11604.7
1967 661.5 834.0 3409 41031 36446 2417.3 941.2 431.3 115379 127128
1968 866.2 1087.6 4284 45978 39664 26831 10272 4656.0 127398 142558
1969  1057.4 13739 5208 5236.3 43331 3021.6 -11160 521.6 14228.7 16123.4
1970 1142.7 15077 603.3 6098.7 48469 34584 1287.6 5742 162658 18376.8
1971 1343.2 173356 7544 69614 54464 387668 14914 6423 18418.1 20906.0
1972* 1861.2 2371.9 979.2 80958 62321 4499.2 1805.6 720.0 213527 247038

1972
Feb. 14566.3 1820.1 7725 70219 55405 40084 15489 658.56 187782 213708
March  1421.2 1767.8 782.6 70528 55726 40408 1566.2 663.4 18895.7 21446.1
April 13748 17147 7980 71125 5611.9 4080.0 15775 670.2 190521 21564.8
May 1497.3 18828 763.6 72063 56624 41333 1586.1 6745 19262.6 21909.0
June 156425 19273 860.0 72365 56757 410656 16599.3 6745 192925 22069.8
July 165661 2046.3 7799 73414 57284 41502 161956 677.1 19516.6 223428
Aug. 1637.3 20784 7936 7418.0 58138 42185 16343 678.4 19763.0 22635.0
Sept. 15689 2009.4 8521 74817 58825 4270.0 1669.2 695.4 20008.8 22870.3
Oct. 17356 2181.9 7930 75674 59346 43115 16938 697.2 202045 231794
Nov.  1689.1 21407 797.0 76583 60183 4396.2 1727.8 700.9 20501.56 23439.2
Dec. 1861.2 2371.9 979.2 80858 62321 - 4499.2 18056 720.0 21 352.7 - 24703.8

1973"
Jan. 1849.2 231556 9446 8190.6 63278 4583.8 18390 729.6 216708 249309
Feb. 17969 2281.8 10477 8221.3 6399.2 4655.8 1866.7 737.5 218805 251900
_March_ 1649.4 21323 9895 81971 6 4‘_]_2.9 4672.2 18697 742.-3 218942 25016.0
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ADVANCES TO THE PUBLIC—MONEY SUPPLY Mill. mk

Advances granted by Types of advances
End of Total Mone'
year and L (1 to 5) Supplz
month Commer- Savings Co-op. Post Office  Mortgage °g“s Cheque (6 and 7)
cial banks banks banks Bank banks Bills credits
1 2 3 4 5 6 7 8 9

1966 52054 29514 22610  779.6  908.8 116181 4881 121062 2181
1967 55589 32477 24243 8649 10269 125838 5389 131227 2146
1968 58655  3448.4 26005 927.9 10530 133920 503.3 13895.3 2642
1969 68922 38028 29221 1039.8 12904 153544 5929 159473 3126
1970 79635 43421 34038 13419 14540 178149 6904 185053 _ 3445
1971 92337 47956 38340 17466 17991 20639.8  769.2 214090 4025
1972* 10667.3 5505.6 44822 22448 23744 244750 7993 252743 4974

1972*
Feb. 92837 48740 38958 18136 17950 209032 7589 216621 3930
March 94173 49122 39410 18386 18311 211443 7969 219402 3950
April 95836 49540 39761 18795 18697 214323 830.6 222629 3964
May 96715 5011.3 40342 19188 19083 217265 8186 225441 4018
June  9887.3 5052.3 40747 19434 19751 220748 8580 229328 4275

Juy 98679 5101.2 41247 19633 2086.5 223321 811.5 231436 4247
Aug. 98655 5167.3 41874 20223 21037 225401  806.1 233462 4268
Sept. 100387 52533 42697 20954 21356 22957.3 8354 237927 4408
Oct. 102148 53352 48573 20870 2171.6  23370.8 7951 241659 4422
Nov. 103863 54293 44176 2107.8 22292 237586 811.6 246702 4418
Dec. 10667.3 55056 4482.2 22448 23744 244750 7993 252743 4974

1973*
Jan. 10788.6 5590.5 45254 23444 24380 248781 808.8 25686.9 4627
Feb. 11007.4 5 659.5 4593.6 2399,7 24464 252499 8667 26106.6 4757

March 112843 57326 46266 25383 24507 256994 933.1 266325 4644
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STATE FINANCES Mill. mk
Jan.—Dec. Jan.—Dec.
Revenue Expenditure
1971 1972 1971 1972
Income and property tax (net) 2976 3903 Wages, salaries, pensions etc. 2046 2372
Gross receipts (8529) (9938) Repair and maintenance 318 366
__Refunds & local authorities (—55563) (6035) Other consumption expenditure 915 1046
Other taxes on income and Total consumption expenditure 3279 3774
..property 87 100 State aid to local authorities 1663 1903
Employers” child allowance State aid to industries 1343 1563
_ payments _ 415 447 " of which: agric. price subsidies  (970) (1110)
Sales tax 8212 8760  chilg allowances 347 367
Revenue from Alcohol Monopoly 814 882 Share in national pensions and
Customs duties & import charges 414 459 health insurance 178 259
Cou.nter-cyclical tax 114 2 Other transfer expenditure 1227 15673
Excise duty on tobacco 473 562 Total transfer expenditure 4758 5655
» » on liquid fuel 718 768 . '
Other excise duties 326 370 Machinery and ?qument 382 505
Tax on autom. and motor cycies 290 415 House construction 253 321
Stamp duties 236 277 Land and waterway construction 779 1002
Special diesel etc. vehicles tax 71 79 Total real investment 1414 1828
Other taxes and similar revenue’ 238 311 Interest on State debt 266 255
Total taxes 10390 12335 Index compensations 27 27
Miscellaneous revenue 604 997 Net deficit of. State enterprises 128 95
Interest, dividends etc. 251 310 Other expenditure : 12 19
Sales and depreciation of property 97 1 Total other expenditure 433 396
Redemptions of loans granted 255 244 Increase in inventories +57 +85
Total revenue 11597 13gg7 Lending 84y 988
Other financial investment 478 279
Foreign borrowing 20 143 Total expenditure 11266 13005
Domestic borrowing 539 387 . . ’
e " Redemption of foreign loans 140 179
Total borrowing 559 530 . -
- Redemption of domestic loans ) 501 552
Deficit ( +) or surplus (—) (—249) (—_681_) Total redemptions - 641 731
. Total 11907 13736 . Total 11907 13736
! Including supplementary turnover tax and import-equalization tax from June 1871.
1969 1970 1971 1972 1973
State debt e —_
Dec. Dec. Dec. Nov. Dec. Jan, Feb.
Foreign debt 1656 1667 1524 1538 1617 1518 1632
Loans 2316 2437 2 467 2 339 2 268 2190 2201
Compensatory obligations 4 3 2 2 2 2 2
Short-term credit 168 46 61 ) 55 56 54 59
Cash debt (net) —217 —284 —528 ~585 —488 —592 —b518
Domestic debt 2 261 2202 2 002 1811 1838 1654 1735
Total State debt 3917 3759 3526 3349 33556 3173 3267
Total debt, mill $ 933 900 849 803 804 760 813




FOREIGN TRADE Mill. mk
Value mill. mk M easte 1562 =100

perios Exports Imports e?(g:?elt:s(g-f) Feriod Volume Unit value Terms of

f.o.b. c.i.f. or imports trade

- Exports Imports Exports Imports
1967 5231 §794  — 563 1967 129 135 115 110 105
1968 6874 6711 + 163 1968 143 129 136 132 103
1969 8345 8 505 — 160 1969 167 160 141 135 104
1970 9 687 11071 —1384 1970 176 192 156 147 106
1971 9897 11734 —1837 1971 171 190 164 157 104
1972* 12082 13114 —1082 1972* 200 184 171 172 99
1972° 1970
Jan. 872 957 — 85 July-Sept. 182 186 154 _ 147 105
Feb. 963 9% t5 Oct-Dec. 193 228 167 161 104
Mach 1050 1032 + 18
April 857 1093 —236
May 892 1080 —188
June 1123 1116 + 7 1971
July 993 700 107 Jan-Mar. 152 169 162 152 107
A w2 999 67 Apr-June 167 182 166 156 106
Sopt 1171 1092 79 July-Sept. 176 184 162 158 103
Oct. 1019 1215 —196  Oct-Dec. 198 223 166 163 102
Nov. 1135 1267 —122
Dec. 1175 1215 — 40
Xt B =
Jan-Mar. 192 179 170 168 101

1973 Apr-June 187 200 174 167 104
Jan 1074 1391 —317 July-Sept. 197 189 173 172 101
Feb. 1079 1104  — 26  Oct-Dec. 212 216 178 175 102

t The 1972 figures have been calculated by converting the final 1971 Fisher index with the percentage change in the 1972—

1971 Laspeyres index.

Index[™"UNIT VALUE INDICES 1962 =100 Index[""SEASONALLY ADJUSTED VOLUME 1962 = 100
180 220
d
--l—
160 Exports f.0.b. il 200 Tm;' Imports e |
_—"" 4 p > -
,--4 - o* t‘ S .
L Liche Cd .h." ‘
140 180 ot
-::-’_4 Imports c.i.f. 0
-
120 160 —3* g
Cmnn Total exports
10 [ e 140
oL 1 1 1.1 1 1 1 1 1 1201 1 1] I I A I I I |
1969 1970 1971 1972 1969 1970 1971 1972
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FORE!IGN TRADE BY MAIN GROUPS

Mill. mk

Exports, f.o.b.

Imports, cif.

" R Finished d
Period Agri- ~ Round  Wood  Paper '\gfn‘:é'riﬁg' Other materials Fuels and niehed gooa
cultural ~ and hewn industry  industry industry goods and pro-  \ubricants . .
products timber products products products gdggg; In\é%sct‘?sent CZZZ‘E’:”
1967 261 64 866 2384 1081 585 2546 668 1463 1117
1968 327 56 1158 2994 1566 773 3023 874 1525 1289
1969 360 72 1400 3374 2012 1127 3693 949 2229 1634
1970 426 88 1544 3789 2437 1403 4918 1243 2906 2004
1971 547 89 1653 3721 2323 1564 4639 1557 3427 2111
1972* 633 56 1824 4253 3245 2072 5243 1629 3585 2657
1972*
Jan. 73 3 133 321 227 115 361 137 293 166
Feb. 38 4 115 341 312 153 387 84 291 196
March 88 1 114 378 287 182 437 76 279 240
April 33 _ 3 118 ) 31_0 235 157 ) 396 105 ) 364 ) 228
ng 65 4 128 269 274 152 419 _ 125 ) 319 217_
June 48 5 158 371 375 171 463 157 201 205
uy e 9 173 383 267 _ 13 400 188 812 200
A__L_J_g. 30 ) 4 _ 145 319 1_72 16_2____ 413 144 241 201
S_e_P_t_ __55 ] 7 199 420 248 __242 451 143 _ 269 229
Oct. 45 4 170 343 257 200 480 167 309 259
l\ipv. 41 8 189 380 _ _3_1 O_ 207 508 162 313 274
Dec - _71 B 3 189__ 4% 281 196 528 141 304 242
1973*
fl_ar}__ ) 89 6 115 ) 359 - 279 166 556 1_64 364 307
Feb. L 24 6 159 398 308 184 86 311 263
. ke £ SEASONALLY ADJUSTED VALUE 1 MLkl E ASONALLY ADJUSTED VALUE

1100 3-MONTH MOVING AVERAGES i 250 |— 3- MONTH MOVING AVERAGES

1000 f———mytitateral Imports c.Lf & ,': 200 Bllatera‘l..l:n ports it ,"

900 . “'." Q,““'. "--'0 T twnp .‘ .."

, P 150 femor s N‘

o0e A l"-.."‘n;{} 100 w\ /

700 '.'" A sV Bilateral exports f.o.b.

600 ;/.' M‘ al exports fo.b. 50
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FOREIGN TRADE BY COUNTRIES

Mill. mk

Exports, f.o.b.

Imports, c.i.f.

Jan.—Feb. Jan.—Feb.
Area and country
1972* 1973°* 1972* 1973*
% Mill. mk % Mill. mk % Mill. mk % Mill. mk
OECD countrles in Europe 71.2 1 308 71.0 1529 74.9 1435 75.8 1 892
Austria " 08 15 10 22 13 24 18 45
Belgium- Luxembourg ) 1.6 30 17 37 1.7 33 2.4 60
Denmark 36 66 48 104 28 54 37 92
France 40 74 45 96 56 107 3.2 81
Federal Republic of Germany 94 173 99 213 198 380 187 466
ltaly ' 1.6 30 18 39 2.0 39 2.0 49
Netherlands 35 65 44 94 3.9 74 37 93
Norway 28 51 26 56 24 46 23 58
Portugal i 03 5 0.3 7 0.6 12 09 22
Spain 10 18 1.2 26 T 05 10 0.7 18
Sweden 19.2 852 162 327 178 341 194 483
Switzerland 2.4 44 24 51 33 63 34 84
United Kingdom _ 182 334 195 421 130 248 131 327
Other 28  B1 17 36 0.2 4 05 14
OECD countries outside _Europe 6.9 127 8.2 133 6.8 131 7.6 189
Canada__ 13 24 05 11 0.2 5 03 7
Japan ] 0.4 8 0.6 12 16 30 28 70
United _States 52 95 51 110 50 96 45 112
Eastern Bloc 13.9 266 133 287 164 206 128 320
Czechoslovakia 05 9 03 7 06 11 05 12
Democratlc Republlc of Germany 0.4 8 _0_6_ 15 06 1_1 0. 6 15
People’s Republic of China o 0.3—. 5 06 12 01 2o 4
Poland T 06 11 24 52 06 12 12 30
Soviet_Union 115 211 85 183 119 228 90 224
ove T oe m s w1 @ i
Latin Amerlca 1.9 34 2.0 42 1.6 30 1.5 37
Ar{zen}ma - ) 04 7 04 9 01 1 00 1
Brazid 08 14 08 17 03 6 05 12
Colombia 01 2 01 T2 08 15 07 18
ohe T T o e Tas Tos s o3 e
Other 61 111 75 162 13 24 23 58
GRAND TOTAL 1000 1836 1000 21563 1000 1916 1000 2496
of which
EFTA countries 255 469 216 466 264 486 27.8 693
EEC counties 429 787 472 1017 488 935 472 1178
B'Ea:i_'coi]ntnes 781 1435 _____77 2 1"6___6'2 817 1566 834 2081
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BALANCE OF PAYMENTS

Visible and |,yestment

Visibl Visibl Visibl Oth invi ! T fi
Period exlg:.)rt: irr:;'ones tr.ad: Trar:‘seetort, Tr:;/te L ser\t/i:;s, |nt\:_|asrlllesle incoms, pa;anrl]:net;, E:;;::‘,:
o c.if. account net account net net
1970 9 634 11 099__ =1 465 +716 +142 +17 —5?0 —-397 ___-—-_'_|_8 —_—1_(_)95_
1 971 9 845_ 11762 —1917 +660 +247 +6E_3_ —94_{{_ _ —477 -1 —_1_4i2_
__'|__972* 12 Q1 2 13 145 —1133 +736 + 33__6 +56 — 5 —600 =24 — 629
Jan.-Mar
_1970' 2074 _ 2 309 _____——235 +192 — 9 = 3 — b5 _— 86 —11 —162
1971°F ) 21 68 2_ 536 —368 +208 — 13 +19 —1 54 —135 - 1_‘__ —290
1972 2&70 2 960 = 90 +217 + 3 + 1 _+__13_1 —142 =22 — 33
Apr.-June
‘l_9_70r _ 2429 2721 7392 +1 8_0 + 10 ot —1 02 — 96 + 1 —_1 97
1971'_ ) 2291 2797 __—506 +'I_4'I + 47 +21 i} _—297 —1 '_1_8 -1 __—4'] 6
_’_1972 2__856 3 29_8 —442_ +162 + b7 _ ___-f-_46 —177 —1565 — 8 1_340___
July-Sept.
BZO' _ 2 469 2690 _—221 +1_§0 +109__ — 4 + 64 7110 -1 — 47
19_7_]';___ 2 501 2 864 -—363 +159 +166 +16 - 22 —1_19 -4 _—1 45
19_72 2_978 3 195______ —-217 _+17O _+191 +19 +163 —140 +20 + 43
Oct.-Dec
'Ii7_0r 2_262 3379 ——71_7 N +164 -+ 32 +24 —_497 —105 — 7 _ —609
1971° 2 885 3565 —680 __+1 52 o+ 47 _-_i:10 ~471 =105 + b —571
1972* _ 3 308 3 692 —384 +187 + 85 —10 —122 —163 14 —299
Mill. mk
SEASONALLY ADJUSTED QUARTERLY FIGURES
LB s &
-200 .-— —— (
E Visibte trade account -
~400| b= - |
:S: Visible and invisible trade account
600 ._.A Current account L_
A ]
-800 l 19169 | 19|7o : 1971 1972
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Mill. mk

Short-  Short-  Miscella- || Reserve movements
Miscella- term term neous Ovel;-a
Drawings Amortiza-  LOng- neous Current  imgort  export  short-  surplus/
of tions of &M  jong.term lLong-term  and credits  credits  term deficit
long-term  long-term  8xport capital capital long-term a4 pre- and pre-  capital excl. Other
loans loans  credits, items,  @account  capital pay- pay- itemsincl. F®S6rve pgank of  foreign
net net? account mgnts, ments, errorsand MOVe-  Finland  exchange
net net  omissions ments holders
+1479 —694 —253 —202 +330 — 675 +751 +237 +2322 +545 563 + 1§
+2730 —8656 —208 — 85 +1582 +160 +387 +197 + 622 +806 —5b6 —251
_ +3014 —1011 —376 — 81 +1546 +917 4111 —113 —3242 4591 —271 —3_29
+ 278 —158 — B1 + 1 + 70 — _82 — 9 +225.__' + 23 +157 —240 + 83
+ 609 —228 — 6 —17_ #3589 + 69 + 21 +329 — 77 +342 314 — 28
+ 968 —273 116 +17  +597  +664 —1 52 — 27 —1 242 +261 327 + 66
+ 220 —19 — 69 — 4 — 44 24 +142 + 42 — 4 — 61 — 86_ +147
+ 596 —201 — 11 —30 +354 — 62 =140 +146 + .__1_9 -— 37 + ___99 — 62
+ 655 180 —182 -5 +278 — 6? + 92 + 26 — 84 — 29 + 37 — 8
L359 —~175 — 60 —58 + 66 + 19 + 87 + 5 —119 — 8 —116 +124
+ 869 —252 — 89 + 5 +533 -lj__388 — 60 + 21 —150 +19___?_ — 35 -164
+ 628 —7_327 — 41 _ —25 +2356 +278 +265 —124 —131 +288 —-_314 +2§
_______(22__ -170 — 73 —141 +238 —371 +631 — 356 +332 +457 —121 —-336
+ 656 —174 —103 — 43 +336 —235 +566 —299 +270 +302 —-305 + 3
+ 763 —_231 -— 28 — 68 +436 +137 — 94 + 13 + 16 + 71 +333 —4(_)__4_
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.
Milt. mk
600 Jﬁ
..:] Current and long-term capital account
4 Over-all surplus/deficlt excl. reserve movements
400 L
200
0 = -
-200 L_ _
P 1% B R R ]
1969 1970 1971 1972
3 10698—73 13



PRICE INDICES

Wholesale prices 1948 =100

Origin Purpose Stage of processing =100
Feried Total Domes-  im- pro- M con. | Raveis e il Wages
tic ported  ducer mngport SUMSF  and com. cassed  Orately  Total i materialgs
goods  goods  goods gquipm. 990US  modities goods Processed wra deg
goods
1970 207 300 286 299 317 290 329 290 283 138 146 126
1971 312 315 302 309 361 304 346 295 303 149 162 134
1972 338 342 325 330 400 _ 334 370 318 332 161 182 141
1872
July 339 343 326 329 401 337 373 818 333 163 187 142
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. 346 350 334 339 406 341 379 328 339 165 187 144
Nov. 352 356 335 347 406 344 393 333 340 165 187 _ 145
Dec. =~ 356 361 339 351 408 350 396 338 344 166 187 147
1973
Jan. 363 365 362 366 413 359 _ 401 345 352 168 190 147
Feb. ~ 367 370 367 361 413 364 403 351 356 _ 169 190 149
March 372 374 366 367 429 365 405 358 362 171 190 1562
Consumer prices 1967 =100
09“ of S?’-:::r Furniture
Period 0%?:1:%51 ngg_’l%:c. rotal Food ?%r- leg;hding font H:er:‘gng ho:c;sgir;fla Traffic Edt;c:l%tion ‘%gg;
=100 tobzcco veg;; lighting opg:::ion recreation searC'lces
1970 223 175 116 116 116 109 116 121 115 113 113 115
1971 237 186 122 121 119 112 126 141 119 126 119 125
1972 264 199 181 183 126 118 181 147 _ 126 135 128 _ 18
1972
July 266 201 132 134 126 118 132 146 126 138 129 137
Aug. 257 202 133 135 126 119 132 146 127 137 129 138
Sept. 260 203 133 137 126 121 132 146 128 187 129 138
Oct. 260 204 134 137 126 121 134 146 128 138 129 139
Nov. 262 205 135 138 126 122 134 147 129 188 130 140
Dec. 262 206 135 138 127 122 135 _ 149 130 188 130 140
1973
Jan. 265 208 136 140 130 124 135 149 131 141 131 141
Feb. 267 210 138 141 181 126 136 151 132 142 132 142
March 269 211 139 142 132 126 137 153 133 142 133 143
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WAGES

Index of salary and wage earnings 1964 =100

By industries By institutional sectors
Period - Al All All
Wage earners in Munic- Employ- | loy-
Agri- Manu- Con- E;‘;E'?,Y ) ei‘g}gy, enla‘:)?l;y- Sﬁ\s/altne esaarr?gs evavr?'xge?s emepe:y
cultire faiﬁt;r- Shac services ees ees sector
tero. . 18v 170 170 164 161 165 164 157 169 164
971 200 196 185 180 176 178 188 171 195 18B
1972" 283 222 220 19% 191 193 211 187 220 205
1971
July-Sept. 210 199 =~ 200 180 178 178 192 171 200 188
Oct-Dec. 219 206 207  18b 181 184 196 177 204 192
1972*

Jan-Mar. 236 207 206 186 182 186 197 177 205 193
Apr-June 251 225 219 196 193 194 214 189 223 208
July-Sept. 255 226 226~ 198 196 196 218 190 228 212

Oct-Dec. 271 228 228 199 196 197 218 191 226 _ 211
1973*
Jan-Mar 285 231 228 202 199 199 220 194 229 213

PRODUCTION

Volume indices of production 1964 =100

Period Gross  Indus- House Land and Trans- ~Commerce, Ownership Public
domestic  trial Agri- For- con-  waterway port and banking of gwell- @dMin.  geryices
product _ Pro- culture  estry struc-  construc- communi-  and ings

duction tion tion cations  insurance defence

199 123 138 97 102 123 104 124 128 128 128 127
1870 182 154 96 11 141 98 132 182 129 128 134
1971* 136 188 7 106 138 97 134 140 135 134 _ 140
1972% 144 173 e4 95 147 102 144 164 142 139 147
1972*

Jan.-Mar. 140 179 69 132 106 101 132 145 141 138 148
Apr-June 141 168 83 108 137 _ 105 _ 146 148 = 141 138 147
J__l_.lly-S___qpt_.__________14___3 154 175 51 170 101 148 151 142 139 147

Oct-Dec. 160 191 57 __ 90 _ 175 100 150 171 _ 145 _ 141 149

1973*
Jan-Mar. 149 194 52 146 109 103 142 155 146 143 153
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PRODUCTION

Index of industrial production 1959 =100

Special indices of manufacturing

Total,

Period adjusted
Invest- Other Consumer Non- for
Total me?jt prod\:jcer goods Food Wood Paper  Chemi-  eallic  Metal seasonal
goods goods industry industry industry . ¢@ mineral  industry varia-
industry  jndystry tions
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 KZY 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, 264 288 256 257 229 178 250 375 394 282 248
Nov. 269 289 260 264 234 166 251 389 370 283 256
Dec. 251 274 242 250 188 159 223 375 3056 272 245
1972+
Jan. 257 286 246 249 171 164 256 418 308 277 249
Feb. 258 280 245 257 175 171 245 402 321 273 248
March 277 295 261 280 190 188 262 423 372 287 245
April 254 270 236 265 183 180 218 386 349 267 248
May 259 271 242 271 213 191 231 394 350 270 250
June 244 247 226 262 207 164 220 371 340 250 251
July 180 144 178 178 183 91 235 238 326 139 240
Aug. 2564 233 234 283 217 138 247 325 421 236 251
Sept. 262 267 249 265 195 168 261 369 425 266 254
Oct. 290 292 279 286 256 182 278 443 441 289 271
Nov. 202 284 281 202 244 172 278 450 433 287 278
Dec. 268 265 263 250 190 165 249 _449 o 382 ) 274 i 273
tnelex INDEX OF INDUSTRIAL PRODUCTION 1859~ 100 Index INDEX OF INDUSTRIAL PRODUCTION 1958=100
SEASONALLY ADJUSTED SEASONALLY ADJUSTED
300~ MONTHLY FIGURES 300}~ MONTHLY FIGURES I
250 Paper industry ———1 250 ‘__4 PPy
P i
otal Industr Ly Consumer goods
200 Total Industry sV . 200 g
150 frnggedt g gt P S ¥ 4 - 150
Wood industry =,__.-' H Investment goods t
100 2 100
s
soLLLLLEL i IO L U O bl IRy soLLLLLILLLEIEILI LIt
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
Period force, 1000 1 000 % of total fellings volume volume activity
pérsons persons persons oree. TR0 egato0 1968 sio0 19647100
1968 2188 2100 88 40 3189 100 100 108
1969 2189 2127 62 28 365338 _ 108 117 118
1970 2194 2158 41 19 39267 114130 125
1971 2199 2150 49 22 36238 18 137 122 _
1972* 2206 _ 2149 57 26 31441 128 151 132 _
1972+
Jan. 2134 = 2063 71 383 3009 110 126 121
Feb. 2128 2086 73 34 3927 110 137 116
March 2126 2083 73 34 4658 119 162 125
April 2142 2078 64 3.0 3774 114 143 125
May 2192 = 2141 51 23 2842 123 182 130
June 2386 2303 62 22 1854 133 148 144
July 2889 2305 = 64 23 768 126 182 127
Aug. 2276 2225 &1 2.2 1185 129 159 136
Sept. 2198 2153 45 20 1637 130 157 137
Oct. 2194 2148 46 2.1 2092 134 164 143
Nov. 2190 2142 60 23 2367 13 169 147
Dec. 2187 2182 6 26 3328 177 173 137

CONSTRUCTION OF BUILDINGS

Building permits granted

Buildings complieted

Building
wo&ks
- Industrial , Industrial under
Period T Resgdlen- Farm and Public Residen- Farm and Public cgon-
otal tial buildings business buildings Total tial buildings business buildings  Stfuc-
buildings buildings buildings buildings tion

Million cubic metres

1970

4142 1796

872 1556

2.36 3855 16.41

429 1259 385  86.56

1971* 4263 1954 310 1618 260 37.35 1579 316 1388 _ 291  37.64
1972* 4773 2056 _ 308 1704 _ 428 3972 1802 _ 281 1413  2.96 _ 3920
1971*

Oct-Dec, 962 448 038 349 080 1302 547 116 _ 520 C76_ 37.64
1972°*

Jan-Mar.  7.31 273 055 320 048 _7.75__ 316 033 334 073 3434
Apr-dune 1362 622 156 _ 391 085 802 408 035 256 065 3857
July-Sept. 1344 611 055 489 117 9.90 449 083 _318_ 075 4093
Oct-Dec, 1346 550 043 488 178 1332 594 126 _ 483_ 077 _ 3929
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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. C/aims 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. Foreign
trade by countries (p. 11): imports by countries of purchass,
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 16, /ndex 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 ll. Commodities accord-
ing to use: investment goods weight 14.3, other producer goods
weight 57.0 and consumer goods wsight 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. Indicator 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
buildings figures calculated by the Central Statistical Office.

SYMBOLS USED

Preliminary

Revised

0 Less than half the final digit shown
Logically impossible

.. Not available

— Nil

affected by strike

-
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SOME PARTICULARS ABOUT FINLAND

FORM OF GOVERNMENT

From 1155 to 1809 Fintand 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 power is held by the President, elected for a period of
6 years. The President for the curent 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 People’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 1955, IFC 1958, IDA 1980, EFTA 1961, ADB
1966 and OECD 1969.

LAND

THE AREA is 337 000 square kilometres (Great Britain's area is
245 000 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 1.3 %.

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 Centra! Finiand 14.2, in North Finland 3.9 and in the
whole country an average of 16.2 inhabitants to the square kilometre.

DISTRIBUTION BY AREA (1971): 62 % of the population in-
habit the rural areas, 48 % towns and urban districts. The jargest
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 36 %. commerce 15 %, transport and communica-
tions 7 %, services 21 %.

LANGUAGE (1970): Finnish speaking 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 ©/qo. deaths
9.9 9/40. change + 3.3 9/4,. nat emigration 0.0 ©/40. Deaths in
France 10.7 9/4o and Great Britain 11.6 2/4q.

TRADE AND TRANSPORT

NATIONAL INCOME (1972, in million marks): Gross domestic
product at factor cost by industrial origin: agriculture 3 225 (7 %).

forestry and fishing 2721 (6 %). manufacturing 15 147 (31 %).
construction 4703 (10%), transport and communication 4 7560
(10 %). commerce. banking and insurance 6 174 (13 %). public
administration 2191 (4 %). ownership of dwellings 2538 (b %),
services 6 891 (14 %). total 48 340. Index of real domestic product
143 (1964 = 100).

FOREST RESOURCES (1971).The growing stock comprised 1 448
million of solid cu. m incl. bark (51135 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 48.4 million cu. m excl. bark (1709
million cu, ft).

AGRICULTURE (1971): Cultivated land 2.7 million hectares.
Number of holdings 297 257, of which 188 461 are of more than
5 ha. Measure of self-sufficiency in bread cereals 97 % in the
crop year 1970/71 and 115 % in 1871/72,

INDUSTRY (1970): Gross value of industrial production 35577
mill. marks, number of workers 502 981, salaried employses
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 (March 31, 1973): Steamers 33 (39 200
gross reg. tons), motor vessels 392 (768 600 gross reg. tons),
tankers 59 (755 300 gross reg. tons), sailing vessels with auxiliary
engines 3 (500 gross reg. tons). Total 487 (1 563 600 gross reg.
tons).

MOTOR VEHICLES (Dec. 31, 1972): Passenger cars 818 000,
lorries and vans 116 100, buses 8 400, others 5 400. Total 947 900.

FINNISH AIRLINES (March 31, 1973): Finnair and Kar-Air have in
use 4 DC-8-62s, 1 DC-6s, 8 Super Caravelles 8 DC-95 and 5
Convair Metropolitans. Companies have scheduled traffic outside
of Finland to 256 airports and to 18 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. 1967, the par value of the mark
is 0.21169 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. doilar 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, 1972), There are two
big and five small commercial banks with in all 837 offices, 302
savings banks, 406 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 commerc'al 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 %4 %, 6 month deposits 43/, %, 12 month
deposits b % %, 24 month deposits 6 % %:; highest lending rate 11 %.

19



THE FINNISH ECONOMY IN 1972 AND THE CURRENT

OUTLOOK

by Tapio Korhonen, M.Pol.Sc.
Tuomas Sukselainen, M.Pol.Sc.
and Johnny Akerholm, M.Pol.Sc.

Economics Department
Bank of Finland

In 1971 the growth rate of total production
dropped sharply, but the recession did not last
long, and the economy began to revive in 1972,
Growth was encouraged above all by exports,
which expanded rapidly as a result of the inter-
national upswing, Finland’s favourable compet-
itive position and the existing slack in produc-
tive resources. A substantial decline in the cur-
rent account deficit and a further improvement
in the country’s external liquidity eased the
balance of payments constraint on growth.
The main emphasis of economic policy was
thus shifted to problems of internal balance —
particularly the weakened employment situa-
tion and rapidly rising prices.

The growth rate of the gross domestic prod-
uct has continued to accelerate during the
first months of the current year, and it is
expected to remain high throughout the
year. Investment is likely to join consumption
and exports as a clearly expansive demand
factor. Because of the mildness of the recent
recession, the increase in total demand will
rapidly remove the slack in productive capacity.
In light of the continuing cost and price pres-
sures, efficient demand management policies
are obviously called for.

FOREIGN DEMAND

The international business climate improved
significantly in 1972. Economic activity in the
United States recovered fully, and real growth
accelerated clearly in Western Europe and Ja-
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pan. Since there was considerable unused ca-
pacity in most countries, expansionary policies
were pursued. However, towards the end of
the year many countries took a more restrictive
policy stance in order to check the renewed
acceleration in inflation. The clear narrowing
in the range of both growth and inflation rates
in various countries became still more apparent,
reflecting the increased interdependence of eco-
nomies.

The revival of foreign economic activity was
clearly reflected by the growth of Finnish
exports to OECD markets. Simultaneously, the
growth of exports to the Soviet Union picked
up sharply. Total export volume grew by 17
per cent — a good performance, even if allow-
ance is made for transitory factors such as the
strikes of 1971. Growth was sharpest for metal
industry products and other industrial products.
The volume of wood-based exports also devel-
oped favourably even though the increase in
prices was less marked. Despite the average
weighted rise in exchange rates, the unit value
of total merchandise exports rose by only some
five per cent.

In the early months of the current year, the
growth of exports followed the upward trend
in foreign demand. Even though the growth
rate is not expected to be quite as high as it
was last year, it should still be weli above
the long-term average. Export prices are also
expected to rise considerably; the prices of
wood industry products have been increasing
quite steeply since the last quarter of 1972. As



the upswing matures, further growth of wood-
based exports may become more difficult as
a result of capacity and raw material constraints.

DOMESTIC DEMAND

The sluggishness of investment in 1972 despite
the revival in exports was expected; indeed it
is typical of economic recovery following a
cyclical downswing. The increase in fixed cap-
ital formation which did occur was largely the
result of brisk public investment and a public
policy designed to promote private investment.
The increase in total investment was almost
3 per cent, with the main emphasis on con-
struction. As in the previous year, investment
in stocks was reduced.

Since production capacity, completed during
the previous boom was not in full use in 1972,
private investment remained weak. Uncertainty
about trade policy may have retarded the
revival of investment somewhat. On the other
hand, a bill proposing an investment tax on
buildings of lower priority constructed during
the boom may have hastened the starting of
some projects. In order to stimulate private
investment, residential building was actively
supported and counter-cyclical and investment
deposits were released. Accordingly residential
building became the most expansive factor in
private investment. The release of counter-
cyclical reserves was designed primarily to
stimulate investment in industrial plant and in
land and waterway construction. A reduction
was recorded only in investment in machinery
and equipment. On the whole, private invest-
ment increased slightly.

Towards the end of the year the rise in private
residential building continued, but at a slower
pace, whereas a slight acceleration in non-
residential building was observed. During the
current year non-residential building and ma-
chinery and equipment investment will expand
as a consequence of brisk export demand and
increasing capacity utilization. The shortage
of some types of skilled labour in Southern

Finland may retard investment in construction
during the second half of this year.

In 1972 the growth of domestic demand re-
ceived its main stimulus from consumption,
which grew almost twice as rapidly as in the
previous year. The increase in private consump-
tion was primarily affected by favourable in-
come formation and an increased propensity
to consume, partly typical of the cyclical situa-
tion and partly the result of the removal of the
supplementary turnover tax on consumer dura-
bles at the beginning of the year. The easing
of the financial market and the relaxation of
hire purchase terms also worked in the same
direction. Sales of durable consumer goods,
particularly passenger cars, grew vigorously.
Similarly, the consumption of services, which
generally follows income formation very close-
ly, increased rapidly.

Since the last months of 1972, the volume of
consumption has accelerated rapidly, mainly
due to a sharp rise in the sales of durables. The
heavy demand has probably been caused by
expectations of future price increases. Taking
into account the new wage and salary agree-
ments already concluded, real disposable
household income is expected to grow less
than real GDP in 1973. In spite of the in-
crease in the propensity to consume, the real
growth of private consumption will obviously
slow down and fall short the real growth of
total production.

The effect of public measures on demand was
clearly expansive in 1972 (Chart 1). Public
investment in construction was increased in
order to support employment. In real terms the
increase in total public investment was almost
9 per cent. The growth rate of public consump-
tion expenditure also accelerated and some-
what exceeded its trend value. This was prima-
rily a result of increased repair and maintenance
expenditure, which was carried out in order to
improve the employment situation, and of the
extension of public health services.

On account of the rising trend in private de-
mand, public expenditure will be slowed in the
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CHART 1. CONTRIBUTION TO THE GROWTH
OF GROSS DOMESTIC PRODUCT 1960 - 1972
AND FORECAST 19731

10 GROSS DOMESTIC PRODUCT — 10
8 — 8
6 6
4 4
2 “ 2
o} 0
2 2
61— —6
EXPORTS OF GOODS AND SERVICES

4 4
2

0

6 |~ PRIVATE CONSUMPTION 6
4 4
2 2
0 0
6 PRIVATE FIXED INVESTMENT 6
4 — 4
2 2
0 0
[~ —-2
2 b
2 :_ PUBLIC DEMAND __:' 2
0
61:— [s"ng'la(EgmléL‘)(mG AND STATISTICAL _3: 6
4 4
2 2
0 0

6 6
4~ — 4
2 - — 2
0 0

P | 1| 2

2 [ I OO o R N B
1960 61 62 63 64 65 66 67 68 69 70 71 72 73'

Change in volume over previous year in per cent of previous
year’s gross domestic product.

current year. There will still be some increase
in the first months of the year, but following
the improvement of the employment situation,
public investment activity will be reduced
towards the second half of the year. All in all,
the volume of public investment in 1973 is
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expected to fall somewhat from the level of
1972. The real growth of public consumption
is expected to be about the same as in the
previous year. The growth in expenditure
is largely a result of the new National Health
Act and the reform of the educational sys-
tem.

PRODUCTION

The growth in total production was supported
by the substantial revival in exports and to a
lesser extent by the recovery in domestic de-
mand (Chart 1). Growth was sharpest in in-
dustry, construction and commerce. The impact
of the strike of the previous year was still
distinguishable in the most expansive branches
of industry, i.e. metal manufacturing and min-
ing, which, however, also benefited from an
increase in foreign demand. Although export
developments were favourable for the wood-
processing industry, growth exceeded its trend
value only slightly because a considerable
proportion of exports was supplied from stocks.
The substantial decline in forestry output was
primarily caused by disagreement on stumpage
prices and ample stocks of raw wood. In
construction, growth was most vigorous in
residential building as well as in fand and
waterway construction, where expansive policy
measures played a major role.

Towards the end of the year industrial produc-
tion picked up distinctly (Chart page 16).
Following the rise in investment and exports,
production is likely to accelerate further
throughout this year. The peak in the rate of
growth should then be reached sometime next
winter. The average growth rate for industrial
production is forecast to be about nine per
cent in 1973. In spite of strengthening in the
private construction, the curbing of public de-
mand towards the end of this year will lead to
a slight deceleration in the average growth of
total construction. The stumpage price agree-
ments already reached have led to increased
fellings, and this trend is expected to continue
so that the depleted stocks of raw material in



the wood processing industry can be built up.
The growth in the volume of GDP is forecast
o accelerate somewhat from 1972.

CHART 2. LABOUR MARKET
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EMPLOYMENT

Changes in employment follow changes in
production with a lag; and in spite of the revival
in activity the employment situation continued
to deteriorate until the second halfof 1972. The
average rate of unemployment for the year was
2.6 per cent (Chart 2), and regional differences
remained significant. Northern Finland suffered
from substantial structural unemployment,
which was further exacerbated by a reduction
in fellings. At the same time a shortage of
some types of labour was felt in Southern
Finland. Migration to Southern Finland was
limited by the shortage of dwellings. In 1972
the central government increased its employ-
ment appropriations so as to be able to provide
jobs for 45 000 persons, i.e. 5 000 more than
one year earlier. On the other hand. jobs
created through municipal employment appro-
priations declined by almost an equal amount,
primarily because of the new Employment Act.
Accordingly, the direct impact of public meas-
ures on employment was only somewhat
stronger than in the previous year.

Since the end of 1972 the average unemploy-
ment rate has been falling and the rise in
unfilled vacancies accelerating. Although this
trend is expected to continue, a rapid fall in the
unemploymentrate is not possible because of re-
gional imbalances. The average unemployment
rate in 1973 is expected to drop to 2 per cent.

IMPORTS

Domestic demand did not provide much stim-
ulus for imports last year; the volume of mer-
chandise imports increased by only some two
per cent after a small contraction during the
preceding year. An additional factor which
probably held back imports was the vigorous
growth of import prices following the accelera-
tion in international inflation and the rise in
foreign exchange rates. The pattern of domestic
demand was clearly reflected by the develop-
ment of imports. As consumption was the most
expansionary domestic demand factor, imporis
of consumer goods and passenger cars grew
most rapidly. The revival in production also led
1o a slight increase in imports of raw materials
and semi-finished goods. However, imports of
investment goods declined as domestic invest-
ment activity was sluggish.

In line with the normal cyclical pattern, the
share of imports in the total supply of goods
and services is expected to increase this year
as economic expansion picks up further. In the
early months of the year, a clear upward trend
seems to have been set in the import of raw
materials, semi-finished goods and consumer
goods. Imports of investment goods still lagged
somewhat behind. As investment activity gath-
ers momentum, imports of investment goods
will also expand. The strong increase in prices
abroad seems to be continuing, and this adds
to domestic cost pressure.

PRICES AND WAGES

Prices continued to climb sharply. The cost
of living index rose steadily at an annual rate
of more than 7 per cent, and the rise in the
wholesale price index accelerated towards the
end of the year, producing an average annual
increase of more than 8 per cent. Almost half
of the increase in the consumer price index
was caused by a strong rise in food prices
(Chart 3). The acceleration of wholesale prices
at the end of the year was largely a result of a
rapid rise in raw material prices.

23



CHART 3. THE CONSUMER PRICE INDEX
AND ITS COMPONENTS1
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Many different factors contributed to the price
pressures. The substantial rise in earnings on
the previous year combined with the relatively
poor growth in productivity still affected costs
and prices during 1972. Wages and salaries
were raised on average from the beginning of
April by 7.2 per cent; the annual increase was
about the same as in 1971. As a result of the
cyclical situation, wage drift remained smaller
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than in the previous year and the level of
earnings rose by some 11 per cent, or substan-
tially more than the growth in labour produc-
tivity. Price pressures were further strengthened
by continuously rising import prices. Import
prices of investment and consumer goods in-
creased particularly sharply. Furthermore, the
increase in agricultural target prices at the
beginning of April pushed up consumer prices
by about one per cent. On the other hand, the
reduction in interest rates and the abolition of
the supplementary turnover tax at the begin-
ning of the year eased inflationary pressures
somewhat. Price regulation was revised in
March and made more flexible, but the overall
impact was not changed materially.

No comprehensive incomes agreement was
reached this year. Still, the Special Powers Act
was extended for a year from the beginning of
April, and thus prices will remain subject to
regulation. The wage negotiations have taken
place by branch, and a substantial number of
agreements have already been reached. A gen-
eral line in the agreements has been a mix of
absolute and per cent increases, the average
increase amounting to about 9 per cent.
The negotiated increases in wages tend to
exceed the growth in productivity. Furthermore,
the employers’ social security contribution will
rise sharply as a result of earlier decisions, and
the annual paid holiday will be lengthened to
four weeks. Thus unit labour costs will rise
materially; this together with sharply increasing
import prices, and demand pressures will place
continuous upward pressure on prices.

BALANCE OF PAYMENTS

As the value of merchandise exports grew
almost twice as fast as the value of merchandise
imports last year, the trade deficit narrowed by
more than 40 per cent. The cyclical position
contributed to the decline in the trade deficit
vis-4-vis western industrial countries, even if
the terms of trade deteriorated considerably
(Chart 4). However, the major source for
the improvement in the trade balance was
bilateral trade with the Socialist countries,



CHART 4. FOREIGN TRADE PRICES AND THE
TERMS OF TRADE!?
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especially the Soviet Union. The overall trade
deficit was more than offset by net receipts
from services. The main factor contributing to
the increase in the service account surplus was
a further improvement in the tourism balance,
a trend of rather recent origin in Finland. The
relative impact of other invisible items on the
current deficit remained unchanged. All in all,
the current balance showed a deficit of some
600 million marks, i.e. less than half of the
deficit of 1971. When due allowance is made
for cyclical and exceptional factors affecting
the external balance of the economy, the
actual current deficit roughly represents the
underlying position.

As in the preceding year, the current deficit
was more than offset by imports of long-term
capital. Backed by the easiness on international
financial markets, drawings of long-term foreign
loans amounted to 3 000 million marks. Conse-

4 1869873

quently foreign indebtedness rose somewhat
in relation to GNP, but the debt service ratio
remained unchanged against the preceding
year. Even though the out-flow of long-term
capital in the form of export credits and direct
investments increased, the basic balance re-
mained in surplus by a good margin. The
favourable liquidity position also allowed a
reduction in short-term foreign debt. The over-
all balance surplus and the increase in total
foreign exchange reserves amounted to almost
600 million marks, with about half of the
increase accruing in commercial banks.

This year the value of imports will grow more
rapidly than the value of exports, and the trade
deficit will again widen. The postponement of
some import deliveries to the beginning of this
year will contribute to the deterioration of the
trade balance. Although the favourable trend
in net income from services will continue, a
deficit in the balance of goods and services
will occur as a result of the adverse shift in
the trade balance. Interest payments on foreign
loans will grow substantially and contribute
to the deterioration on current account. As a
percentage of current payments, the deficit this
year will lie somewhere around the long-term
average of six per cent.

During the first two months of this year, move-
ments of long-term capital in the form of loans
were about in balance, and total foreign ex-
change reserves of the country declined clearly.
This development was no doubt largely a
result of disturbances in foreign exchange
markets.

MONETARY DEVELOPMENTS

The short recession had almost no impact on
the growth of the financial market. With the
exception of the spring of 1971, no cyclical
deceleration occurred in the growth of deposits
by the public. In 1972 there was a further
acceleration in the monetary expansion, which
was supported by the rapid increase in export
earnings, the large inflow of foreign capital and
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CHART 5. COUNTER-CYCLICAL RESERVES IN
THE BANK OF FINLAND
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the release of counter-cyclical reserves. Al-
though part of the supply was neutralized by
the State cash surplus, overall liquidity im-
proved substantially. On the demand side, the
easiness in the credit market was connected
with sluggishness in private business invest-
ment.

The foreign liquidity position of the Bank of
Finland and the commercial banks improved
markedly. The release of the counter-cyclical
reserves from the Central Bank also contributed
to the easing of domestic financial market.
About 250 million marks of private counter-
cyclical and investment deposits was drawn
upon, and Central Government also drew 85
million marks of its counter-cyclical taxes and
export levy funds (Chart 5). However, the
easing of the liquidity position of the commer-
cial banks was curbed by sales of the Bank of
Finland’'s deposit certificates totalling 390 mil-
lion marks. Thus there was only a moderate
fall in the commercial banks’ average debt to
the Bank of Finland in 1972 as compared with
1971, and the debt remained on a relatively
high level.

Deposits by the public grew by 18 per cent,
which is the largest increase for more than a
decade. The increase in sight deposits was as
much as 35 per cent'. The development of
term deposits was supported by an increase
in nominal private household income and the
fall in the supply of Government bonds. Infla-
tion and the lowering of the interest rates paid

1 See charts on pages 6 and 7
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on term deposits at the beginning of the year
do not seem to have affected deposit growth
in 1972. On the other hand, the removal of the
supplementary turnover tax reduced the rate
of growth of deposits during the early months
of the vyear.

Reflecting the ease in the credit market,
lending by deposit banks grew by two per-
centage points less than deposits. As indus-
trial investment activity remained sluggish, the
overall demand for credit was relatively weak
throughout the year. The release of counter-
cyclical reserves and the inflow of foreign long-
term capital also contributed to the modest
growth in business credit, and the lending by
financial institutions was largely directed to
residential building. The growth in other per-
sonal credits was also substantial.

The State’s cash surplus remained exception-
ally high in 1972. This was in part the result
of the release of the Government’s counter-
cyclical reserves, but primarily it was caused
by the significant increase in tax revenue.
Keeping most of the cash surplus outside the
financial market tended to restrain the growth
of the money supply.

As the trade deficit is forecast to increase, a
general tightening of the financial situation is
to be expected for the current year.

POLICY ISSUES

In 1971 the sharp deterioration of the external
balance gave rise to considerable concern.
With the improvement of the balance of pay-
ments in 1972, short-term economic policy
was focused on domestic problems. The em-
ployment situation began to deteriorate in 1971
with the slow-down in production, and it was
expected to worsen in 1972. However, at the
same time the rate of inflation accelerated
markedly, mainly as a result of rising import
prices and labour costs.

Attempts were made to alleviate unemploy-
ment by promoting production through fiscal



and monetary policy measures. In the autumn
of 1971, the release of private counter-cyclical
reserves was begun, but the major part of these
funds was not released until 1972. Most of the
State’s counter-cyclical reserves were also
drawn in 1972. Furthermore the increase in
the commercial banks’ credit quotas at the
Bank of Finland and the reduction in interest
rates from the beginning of 1972 were both
designed to ease the financial market. The
recovery in export growth, the relatively strong
external liquidity position and easy access to
foreign credits made it possible to pursue a
less stringent monetary policy.

The promotion of growth and employment was
also emphasized in fiscal policy. In the budget
of 1972 and in the subsequent supplementary
budgets, distinct increases were made in the
central government's investment programme.
In allocating public investments, special atten-
tion was paid to the pronounced employment
problems in Eastern and Northern Finland.
Furthermore, residential building was supported
by sharply increased governmental housing
loans. This measure was designed to both
improve the employment situation directly and
to even out regional differences in employ-
ment by increasing labour mobility.

Moreover, in the prevailing cyclical situation,
it was possible to relax certain measures de-
signed to restrain consumption. The cash pay-
ment system for imports of consumer goods
was discontinued from the beginning of June.
In the summer, the quantitative restrictions on
consumer credits granted by the banks as well
as some restrictions on hire purchase credit
were removed. Hire purchase terms were also
made easier.

On the other hand, attempts were made to curb
inflation by lowering interest rates and by
removing the supplementary turnover tax at
the beginning of the year. The general stabiliza-
tion policy followed since 1968 was continued
in 1972. The Special Economic Powers Act, and
with it the price regulatory powers of the
Government, was extended for one year from
the beginning of April. At the same time, price

regulation was made somewhat more flexible.
The Government also made efforts to develop
the framework for incomes policy negotiations
e. g. by appointing a committee to provide
information for the negotiations. To strength-
en the basis for incomes policy negotiations,
the Special Economic Powers Act was extended
for yet another year at the end of March of this
year. At the same time, a decision was made to
replace rent control with special housing courts
from the beginning of 1974.

From the point of view of the balance of pay-
ments, attention was focused on the continuing
instability in the foreign exchange market and
on inflation abroad, both of which threatened
domestic price stability through increasing
import prices. The foreign exchange policy
pursued was defensive and conditioned by the
changes in exchange rates abroad. A central
rate system was applied for multilateral transac-
tions, and attempts were made to keep the
average weighted rate between the Finnish
mark and the currencies of Finland’s main
trading partners relatively stable. The Bank
of Finland countenanced the inflow of long-
term foreign capital, laying main emphasis on
credits which would be used for financing new
or expanding industrial activity, or to amortize
previous loans with a shorter life or less fa-
vourable terms.

In current economic policy, attention is being
paid to restraining the economy during the
coming boom. To this end, the Bank of Fin-
land gave general guide-lines on the granting
of credit as early as May, 1972. Financial
institutions were advised to support invest-
ments during 1972 and 1973, but to be more
stringent with credits for investments which
would be made subsequently. Furthermore,
early this year the Bank of Finland reduced the
share of domestic delivery credits which it
financed. Similarly the budget for the current
vear was formulated so as to rein in the
economy towards the end of the year. The
problems of inflation will require continuous
attention, and with the cyclical growth in the
current account deficit, the room of manoeuvre
in economic policy will become narrower.
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In order to secure her competitive position in
Western export markets, Finland completed
negotiations last year for a free trade agreement
with the expanding EEC. The approval of the
agreement is, however, subject to further con-
sideration. This postponement will have a
relatively minor impact on Finland's foreign
trade this year, particularly as Great Britain and
Denmark have agreed not to impose customs
duties on Finnish goods before the end of the
current year. However, planning and decision-
making on the enterprise level, particularly with
regard to investment, has been affected to some
extent. This spring a framework agreement with
the Council for Mutual Economic Assistance
was negotiated. The aim of this proposed
protocol is to develop economic, scientific
and technological co-operation.
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2. Imports c.i.f.

Seasonally adjust-
ed monthly fig-
ures
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