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LABOUR MARKET AGREEMENTS 
by Harry Hendunen. Head of Bureau 

Economics Department of the Ministry of Finance 

Finnish collective agreement negotiations were 
difficult this year. A rapid growth of production 
and an acceleration in inflation generated by 
rises in import prices raised pay claims. while 
the safeguarding of competitiveness under de
teriorating international economic conditions 
called for moderate incomes agreements. 

During the reflation period of recent years. the 
Government paved the way for moderate in
comes agreements by boosting the purchasing 
power of households and the competitiveness 
of companies. A similar policy has been pursued 
in 1980 by making adjustments for inflation in 
personal income taxation. increasing the current 
transfers received by households and-reducing 
the upward pressures on the social security 
contributions paid by companies. However. 
owing to boom conditions. the measures im
plemented have been clearly less intensive than 
in the preceding few years. Furthermore. the 
appreciation of the Finnmark. which has a
mounted to almost 5 per cent during the pre
ceding twelve months. has bolstered the objec
tives of moderate incomes policies. 

The collective agreements concluded in 1979 
increased wage and salary earners' earnings by 
a total of 5 per cent. of which the wage increas
es based on the so-called Earnings Guarantee 
were mainly paid during 1980. 1 Moreover. the 
agreements covering several years concluded in 
certain sectors raised the level of earnings by a 
total of 4 per cent during 1979. while wage 
drift amounted to 1.5 per cent. The index clause 
included in collective agreements did not bring 
about additional wage increases. as the thresh
old set in the agreements for the consumer price 
index number was not breached by October 
1979. These collective agreements expired at 
the end of February 1 980. 

After the failure of negotiations aimed at 
reaching a comprehensive labour market agree-

1 See the front article »The Labour Market Agreement» in Bulletin 
5/1979. 

ment. sector-by-sector negotiations got under 
way. The first collective agreement. which con
cerned paper industry workers. was concluded 
at the beginning of March. According to this 
agreement. wages were to be increased by 90 
pennies an hour plus 0.4 per cent from Febru
ary 25. 1980. (During the last quarter of 1979. 
the average hourly earnings of industrial work
ers were about 17 marks.) Wages will be in
creased by another 2.5 per cent or not less 
than 40 pennies an hour from September 22. 
1980. Allowing for the impact of the various 
additional increases. this agreement is esti
mated to raise paper industry workers' earn
ings by 6.5 per cent in the spring and by 3 per 
cent in the autumn. 

In most sectors. the new collective agreements 
have approximately followed the agreement 
concluded in the paper industry. The agree
ments are fbr one year; they do not contain 
any index clause nor a so-called Earnings Guar
antee. which would guarantee that the level of 
earnings in each sector would rise in line with 
overall wage drift. More than half of the wage 
increases were flat-rate rises. which may gener
ate drift pressures as a result of efforts to main
tain established wage relationships. The agree
ments also include certain social improvements 
concerning. for example. employees' annual va
cation benefits. They will be in force until the 
end of February' 1981. 

In certain sectors. agreements concluded after 
labour disputes brought about wage increases 
which substantially exceeded the overall in
creases agreed; in some sectors. part of these 
increases will not be paid until 1981. in addi
tion to the overall increases to be agreed at 
that stage. The stoppage in shipping has been 
the most significant labour dispute. Allowing 
for the impact of all the collective agreements 
signed in 1980. an average rise in the level of 
earnings during 1980 of 11-12 per cent is 
anticipated. 



The incomes policy agreements also include 
an agreement on agricultural income. which 
the Government and agricultural producer or
ganizations concluded after negotiations in 
early spring. According to this agreement. agri
cultural producers were to be compensated for 
the rise in costs which had taken place during 
the previous six months; in addition. an increase 
of 19 per cent in agricultural income was 
agreed. The low income level of farmers was 
cited as a justification for the large increase. 
which was to be paid mainly according to flat 
rates similar to those applied in wage and salary 
earners' agreements. However. agricultural in
come accounts for only 5 per cent of the aggre
gate compensation of employees. I n the au
tumn. agricultural producers will be compen
sated for the rise in costs during the first half 
of this year. 

Although the growth of total output is forecast 
to slow down towards the end of the year. the 
increase for the year as a whole is likely to be 
almost the same as in 1979. or 6.5 per cent. 
It is estimated that the average rate of unem
ployment will be 4 per cent this year. as against 
7.5 per cent in 1978. Although wage drift will 
be larger than last year. it is forecast to be 
markedly smaller than under the overheated 
boom conditions prevailing in the mid-1970s. 
It is estimated that the average level of wage 
and salary earners' earnings will this year be 
12 to 13 per cent higher than in 1979. In addi
tion. the share of employers' social security 
contributions in the compensation of employees 
rose on average by one percentage point from 
the beginning of this year. 

The rate of inflation has accelerated notably 
during 1980 and it is estimated that the average 
annual increase in the consumer price index 
will be 11 per cent up on 1979. To a consider
able extent. this rise in prices will stem from 
higher import prices. but the rise in domestic 
costs will also accelerate somewhat. In recent 
years. the impact on prices of domestic cost 
increases has been weakened by an appreciable 
yearly rise in labour productivity. which in the 
manufacturing industries. for example. was on 

2 

average more than 5 per cent during 1978-
1979. This year. the rise in productivity is ex
pected to be slightly slower. 

In 1980. price control will be entirely based on 
permanent price control provisions. According 
to these. increases in the prices of major food
stuffs. which have a weight of 13 per cent in 
the consumer price index. are subject to the 
confirmation of price authorities. while 31 per 
cent of the commodities included in the index 
are subject to a notification procedure. More
over. rents are subject to permanent control: 
they can be raised only in line with cost rises. 
according to the general rules laid down. 

This year. the average level of wage and salary 
earners' earnings will be. in real terms. only 
slightly higher than in 1979. However. the im
provement in employment will contribute to 
the continued rapid growth of real disposable 
income. The reductions in income tax scales 
confirmed for this year do not correspond to 
the price rises forecast. because they have been 
based on estimates of an 7.5 per cent rate of 
inflation. Nevertheless. the rise in the tax burden 
will be curbed by the fact that certain deduc
tions are now taken into account in tax prepay
ments rather than in the final assessment and 
that tax rebates will be paid earlier than last 
year. 

The international price competitiveness of Finn
ish industry - in terms of industrial unit labour 
costs measured in a common currency - im
proved by around 25 per cent during 1977-
1979. In the manufacturing industries. it is esti
mated that unit labour costs in Finnmarks will 
this year be on average 9 per cent higher than 
in 1979. If the Bank of Finland currency index 
maintains its present level until the end of the 
year. the corresponding rise in terms of the 
common currency will be 12 per cent. Never
theless. price competitiveness is not expected 
to deteriorate to any notable extent this year. 
and. in any case. it will remain at least satis
factory. 

May 19.1980 



BANK OF FINLAND Mill. mk 

1979 1980 

May31 Dec. 31 May 8 May15 May 23 May 30 

Assets 
Gold and foreign exchange receivables 5744 4860 7269 7331 7560 7441 

Gold' 169 1073 1073 1073 1073 1073 
Special drawing rights 451 430 570 570 570 570 
IMF reserve tranche 236 225 225 225 225 225 
Foreign bonds 2 1 988 1 999 2006 1 976 
Convertible currencies 4050 2978 3289 3386 3607 3528 
Tied currencies 838 154 ·124 78 79 69 

Other forei~n receivables 2548 2803 1054 1054 1054 1054 
Foreign bonds 2 1442 1 749 
Mark subscription to Finland's IMF quota 1 106 1054 1054 1054 1054 1054 

Receivables from financial institutions 2299 4538 5369 6351 5624 5417 
Banks' cheque accounts 139 233 1007 1063 953 980 
Discounted bills 379 
Call money market advances 1 368 3870 3911 4829 4211 3981 
Bonds 377 408 399 414 413 411 
Other financial institution receivables 36 27 52 45 47 45 

Receivables from the public sector 828 884 1 269 1272 1 264 1264 
Government promissory notes 346 346 700 700 700 700 
Bonds 119 145 169 171 173 173 
Total coinage 356 372 382 383 383 384 
Other public sector receivables 7 21 18 18 8 7 

Receivables from corporations 2080 2520 2698 2644 2614 2657 
Financing of exports 960 1 230 1 179 1 125 1092 1 126 
Financing of domestic delivenes 782 952 1 205 1206 1 210 1207 
Bonds 216 205 190 188 188 '., 194 
Other corporate receivables 122 133 124 125 124 0:'130 

Other assets 69 73 77 75 76 75 
Total 13568 15678 17736 18727 18192 17908 

Liabilities 
Foreign exchange liabilities 39 846 1 651 1 710 1902 2033 

Convertible accounts 25 14 37 30 21 18 
Tied accounts 14 832 1 614 1 680 1 881 2015 

Other foreign liabilities 2077 1 818 1 951 1 931 1 931 1 931 
I M F mark accounts 1 623 1 385 1 385 1 365 1365 1365 
Allocations of special drawing rights 454 433 566 566 566 566 

Notes and coins in circulation 3923 4375 4139 4190 4261 4389 
Notes 3604 4020 3789 3841 3911 4039 
Coins 319 355 350 349 350 350 

Deposit certificates in circulation 2588 1700 3340 3340 3340 2490 
Claims of financial institutions 1944 3043 2671 3516 2690 2993 

Banks' cheque accounts 2 4 2 2 0 2 
Call money market deposits 1 589 1 131 60 920 105 245 
Cash reserve deposits 115 1764 2396 2396 2396 2562 
Capital import deposits 234 140 207 192 179 176 
Other financial institution claims 4 4 6 6 10 8 

Claims of the public sector 112 387 45 45 45 45 
---- C!ieque accounts------ 0 2 1 1 1 i 

Counter-cyclical reserves 40 42 42 42 42 42 
Capital import deposits 71 339 
Other public sector claims 1 4 2 2 2 2 

Claims of corporations 436 403 564 565 577 597 
Deposits for investment and ship purchase 52 133 233 234 248 267 
Capital import deposits 380 254 328 328 326 325 
Import levy deposits 1, 2 
Other corporate claims 3 14 3 3 3 5 

Other liabilities 13 13 14 13 13 14 

Jgualization accounts 248 1 252 1 485 1 530 1 538 1 511 

CaQital accounts 2188 1 841 1 876 1 887 1 895 1 905 

Primary capital 1400 1400 1400 1400 1400 1400 
Reserve fund 636 636 441 441 441 441 
Undisposed profits 92 
Net earnings 60 -195 35 46 54 64 

Total 13568 15678 17736 18727 18192 17908 

, As of Dec. 31, 1979 gold is valued at Fmk 35 per gramme. 
2 As of January 1, 1980 foreign bonds are included in Gold and foreign exchange receivables. 



BANK OF F'INLAND 

End of 
year or 
month 

Gold 2. 
SDR. 

I IMF 
reserve 
tranche 

Foreign 
bonds 

2 

Foreign sector' 

Convert
ible 
cur

rencies. 
net 

3 

Total 
convert

ible 
reserves 
(1+2+ 

3) 

4 

Tied 
cur

rencies. 
net 

5 

Other 
receiv
ables. 

net 

6 

Net 
receIv
ables 
(4+5+ 

6) 

7 

1974 675 341 1 047 2063 -388 -6 1 669 ---------------------------------
1975 399 204 1 011 1 614 368 -315 1 667 

1976 357 397 954 1 708 389 -660 1 437 

1977 337 543 1 212 2092 496 -2031 557 

1978 728 872 3080 4680 471 -1 099 4052 
--------------------------------------
1979 1 728 1 749 2964 6441 -678 -764 4999 

1979 

Mill. rnk 

Public sector 

Receiv
ables 

8 

Liabili
ties 

9 

302 560 

339 1301 

447 1133 

Net 
liabil
ities 

(9-8) 

10 

Deposit 
dertifi

cates in 
circula-

tion 

11 

258 1040 

962 250 

686 

391 

633 

884 

328 - 63 200 

11 4 -51 9 1 090 

387 -497 1 700 

May 856 1 442 4025 6323 824 -971 6176 828 112 -716 2 588 
--------- ---------- ----------------------------------------
June 856 1 531 5113 7500 901 -971 7430 844 41 -803 3378 ------------------------------------ ------
July 863 1 690 4984 7 537 770 -971 7 336 853 373 -480 3 378 

-----------
Aug. 853 1 865 5644 8362 504 -793 8073 848 374 -474 3378 

Sept. 853 2001 4 181 7035 186 -793 6428 859 364 -495 2 390 

Qct. 858 1 860 3316 6034 -157 -793 5084 866 388 -478 2390 

Nov. 855 1 783 2 582 5 220 _505 -793 3 922 867 381 -486 2040 -----------------
Dec. 1 728 1 749 2964 6441 -678 -764 4999 884 387 -497 1 700 

1980 

Jan. 1 861 1 829 3463 7153 -462 -897 5794 1 254 68 -1186 2200 

Feb. 1864 2020 3670 7554 -700 -897 5957 1265 60 -1205 2740 

March 1 874 1 972 3330 7176 -1316 -897 4963 1 280 63 -1217 3340 

April 18741976 3325 7175 -1432 -897 4846 1 267 53 -1 214 2940 

May 1 868 1 976 3510 7354 -1 946 -877 4531 1 264 45 -1219 2490 

FOREIGN EXCHANGE SITUATION Mill. mk 

Net holdings. Dec. 31. 1979 Net holdings. April 30. 1980' Change 

Bank of 
Finland Other Total 

Bank of 
Finland 

Gold 2 1 073 1 073 1 073 

Special drawing rights 430 430 576 

Other Total 

1073 

576 

April Jan.-April 

+146 
.------~---.--.-----.---. 

IMF reserve tranche 225 225 225 225 ----------------------------------- -------:---:----------:------ ---------
Foreign bonds 1 976 1 976 + 4 +226 -----------------------------------------------.----------
Convertible currencies 2964 -3223 -259 3324 -3705 - 381 +42 -122 

Total 4692 -3223 1 469 7174 -3705 3469 +46 +250 

Tied currencies -678 -30 -708 -1432 60 -1492 -98 -784 
Grand total 4014 -3253 761 5742 -376--cc5---:-1---::-9:-77=------::5--::-2 -534 

-------------------------- ----------------------------------

, New series, see item Bulletin 2/1980. 2 As of Dec. 31, 1979 gold is valued at Fmk 35 per gramme. 
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BAN K OF FIN LAN D Mill. mk 

Domestic financial sector Corporate sector 

Dis- Demand Supply Notes 
End of counted Cheque for call of call Net Permanent Net and 
year or and account money money Cash Other receiv- special Liabili- receiv- coins in 
month red is- receiv- by by reserve liabilities. abies financing ties. abies circu-

counted abies. deposit deposit deposits net (1+2+3- schemes net (8-9) lation 

bills net banks banks 4-5-6) 

2 3 4 5 6 7 8 9 10 11 

1974 3034 110 -261 3405 631 195 436 2462 

1975 3385 130 372 95 -343 4135 933 539 394 2855 

1976 2920 172 1204 1 137 372 3531 1400 308 1092 2885 

1977 3091 107 1804 850 - 74 4226 1416 242 1174 3167 

1978 970 136 2213 2075 69 1175 1948 356 1 592 3822 

1979 229 3870 1 131 1764 -291 1495 2182 65 2117 4375 

1979 

May 379 _._1~~ __ 1 368 1 589 115 -174 355 1742 98 1644 3923 

June 295 116 736 1 246 235 -210 -124 1827 67 1760 4186 

July 376 935 1 104 482 -287 12 1884 55 1829 4025 

Aug. 330 392 1038 730 -276 -770 1909 60 1849 4022 

?e~t. 119 1 919 1334 989 -3.12 27 1 923 144 1779 4072 

Oct. 232 2894 1058 1232 -284 1120 2173 150 2023 3963 ----_._--"---------_.- ------
Nov. 192 3735 836 1496 -262 1857 2233 107 2126 4156 

Dec. 229 3870 1 131 1764 -291 1495 2182 65 2117 4375 

1980 

Jan. 375 2989 1 376 2095 -295 188 2224 62 2162 4047 

Feb. 910 3005 1 370 2123 -315 737 2317 149 2168 4233 -
March 836 4155 592 2267 -307 2439 2305 234 2071 4163 

~pril 1032 3950 519 2396 -224 2291 2388 247 2141 4281 

May 978 3981 245 2562 -272 2424 2333 273 2060 4389 

Index r----------------r--------...---------
. Bank of Finland currency Index 1974 = 100 

125~~==~~--_.-------~-------~--------

120 

115 

110r------,,~~-------~-------~--------~ 

105r--~--------_+--------------~------------~------------~ 

100~-#--~~----_+--------------~------------~------------~ 
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MONETARY PO LI CY 

Total Actual 
central central 

Average bank debt bank debt 
of the of the for period 

commercial commercial 

1973 

1974 

1975 

1976 

1977 

1978 

1979 

1979 

May 

June 

July 

Aug. 

Sept. 

Qct. 

Nov. 

Dec. 

1980 

Jan. 

Feb. 

March 

April 

May 

banks. 
mill.mk 

2042 

3204 

4000 

4001 

3914 

3573 

2629 

2343 

1499 

1257 

784 

1427 

2905 

3760 

4603 

4471 

4034 

4580 

5156 

5216 

See explanations on page 22. 
1 End of period. 
21.9.-31. 12.1975. 

banks. 
mill.mk 

2 

1 819 

2840 

3611 

3345 

3094 

2070 

820 

292 

200 

-180 

-208 

395 

1 216 

2512 

3350 

2627 

2066 

3380 

4204 

4802 

• See Bulletin April .. 1979. page 1. 

INDICATORS 

Credit quotas Cash Cash 
of the reserve reserve 

commerciai deposits deposits 
banks at th.e of the of the 

Bank of deposit commercial 
Finland. banks 3 banks 3 

mill. mk mill.mk mill. mk 

3 4 5 

1 333 

2494 

2725 

2400 

1 967 

1475 

475 447 389 

500 4 3 

500 123 108 

200 243 212 

200 490 427 

200 756 658 

200 997 868 

200 1 241 1078 

200 1 505 1 316 

200 1775 1553 

1000 2092 1829 

1000 2128 1 857 

1000 2271 1 987 

1000 2406 2104 

Bank of Average 
Finland Basic Call cost of 

placements discount money total 
in the call rate interest central 

money % rate bank debt 
market. % % 
mill.mk 

6 7 8 9 

8.50 9.99 

9.25 10.57 

239 2 9.25 26.80 2 12.10 

79 9.25 18.40 12.38 

149 9.00 17.20 11.82 

90 7.58 11.99 8.88 

321 7.46 9.74 8.99 

-226 7.25 8.35 7.65 

-308 7.25 8.35 7.52 

-388 7.25 8.31 7.68 

-407 7.25 8.36 7.61 

198 7.25 8.68 8.03 

1018 7.25 9.13 8.50 

2298 8.50 12.87 11.94 

3151 8.50 13.53 12.76 

2399 8.50 12.70 11.79 

1068 9.25 11.14 10.18 

2381 9.25 11.97 11.19 

3204 9.25 12.36 11.62 

3802 9.25 12.49 

% Bank of Finland call money market 

25 ••••••• UPPER LIMIT ON THE CALL MONEY RAT.; ... -+ • ...,o!"" •• ""."" •• "".,-------l 
'!. ........................................... . 

20r-----------~~~----------~------------~----------~ 

lor-------1I-~~--~~--~~~~::~~f-II~~-----1 Mill. 
mk 

4000r-------------+-------------~------------~------------~ 

2000r-------------+-------------~----------~~\r~--------~ 

1980 

6 

Average 
lending 

rate of the 
commercial 

banks 1 

% 

10 

8.65 

9.52 

9.65 

9.69 

9.54 

8.22 

8.03 

7.83 

7.83 

7.84 

7.83 

7.85 

7.85 

8.98 

9.06 

9.08 

9.77 

9.82 



FOREIGN EXCHANGE RATES 

Average selling rates for for e i g n e x c h a n g e. m k 

Currency 
Period New York London Stockholm Oslo Copenhagen Frankfurt Zurich Paris Moscow 

index 

1 US $ 1 £ 100 Skr 100 Nkr 100 Dkr 100 OM 100 Sfr 100 FF 1 Cl Rbl 
1974=100 

USD GBP SEK NOK DKK OEM CHF FRF SUR 

2 3 4 5 6 7 8 9 10 

1973 3.816 .~.355 87.76 66.64 63.47 144.34 121.22 86.10 5.159 102.5 

1974 3.774 8.833 85.22 68.44 62.17 146.21 127.19 78.65 4.995 100.0 

1975 3.679 8.155 88.80 70.59 64.21 149.80 142.64 86.00 5.093 101.1 

1976 3.864 6.983 88.86 70.95 64.04 153.78 154.86 81.09 5.125 99.9 

1977 4.029 7.042 90.21 75.83 67.23 174.15 168.70 82.16 5.475 106.1 

.1978 4.117 7.917 91.43 78.93 75.06 205.53 231.83 91.77 6.037 117.2 

1979 3.896 8.275 91.12 77.22 74.38 212.75 234.36 91.88 5.941 117.3 

1979 

Ma't' 4.013 8.276 91.59 77.63 74.76 210.53 232.49 91.31 6.032 117.8 

June 3.973 8.390 91.71 77.29 73.35 210.71 233.39 91.21 5.956 117.5 

,Jul't' 3.851 8.716 91.52 76.66 73.75 .211.37 234.03 91.04 5.915 117.5 

Aug. 3.845 8.620 91.34 76.71 73.25 210.34 232.22 90.59 5.942 117.2 

Se~t. 3.821 8.415 91.38 76.95 73.85 212.88 236.64 91.23 5.858 116.9 

Qct. 3.780 8.132 90.09 76.39 72.57 211.60 232.68 90.46 5.845 115.4 

Nov. 3.794 8.097 90.03 75.82 72.41 213.96 230.42 91.43 5.828 115.4 

Dec. 3.735 8.233 89.67 75.39 69.89 215.60 233.65 92.22 5.798 115.4 

1980 

Jan. 3.703 8.396 89.55 75.69 69.07 2"14.92 232.60 92.00 5.788 115.4 

Feb. 3.724 8.546 89.58 76;56 68.59 213.33 227.68 91.24 5.818 115.4 

March 3.858 8.533 89.13 76.75 67.23 209.01 219.46 89.87 5.896 115.0 

April 3.828 8.482 87.85 75.78 65.85 204.42 218.11 88.39 5.791 113.1 

_May 3.699 8.541 88.07 75.65 66.35 206.72 222.71 88.80 5.689 113.1 

See explanations on page 22. 
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DEPOSITS BY THE PUBLIC Mill. mk 

Demand deposits Time deposits 

End of Savings Total 
year and Savings Co-op. Posti- All depos- (4+9) 
month Commer- banks & Posti- Alldepos- Commer-

cial banks Co-op. pankki it banks cial banks banks banks pankki it banks 
banks 

2 3 4 5 6 7 8 9 10 

1976 3071 1357 2336 6764 13282 11051 8610 3665 36608 43372 

1977 2948 1506 2212 6666 14999 12671 9846 4177 41693 48359 

1978 3887 1676 2052 7615 17035 14641 11 286 4900 47862 55477 

1979 4697 2255 2714 9666 19794 17177 13348 5599 55918 65584 

1978 

Dec. 3887 1 676 2052 7615 17035 14641 11286 4900 47862 55477 

1979 

Jan. 4138 1 579 2089 7806 16951 14720 11454 4917 48042 55848 

Feb. 3544 1629 2081 7254 17267 15045 11 716 5004 49032 56286 

March 3717 1589 2108 7414 17521 15231 11803 5085 49640 57054 

April 3837 1670 1995 7502 17816 15405 11 966 5112 50299 57801 

May 4244 1777 2271 8292 17692 15584 12140 5140 50556 58848 

June 4373 1842 2678 8893 17978 15932 12330 5176 51 416 60309 

July 4160 1944 2700 8804 18189 16153 12481 5253 52076 60880 

Aug. 4195 1969 2747 8911 18389 16390 12698 5304 52781 61692 

Sept. 3900 2053 2818 8771 18441 16447 12716 5350 52954 61725 

Oct. 4232 2111 2493 8836 18877 16556 12852 5403 53688 62524 

Nov. 4316 2078 2486 8880 19315 16832 13059 5469 54675 63555 

Dec. 4697 2255 2714 9666 19794 17177 13348 5599 55918 65584 
.-

1980 

Jan. 4688 1983 2778 9449 19964 17501 13683 5685 56833 66282 
Feb. 4009 1903 2697 8609 20150 17787 13983 5772 57692 66301 

% Change from corresponding month of previous year 

20r------------1-------------+------------~~----------~ 

TIME DEPOSITS 
15r-----------~~--~~d~~-=~n~~~ .............. 

10r---~~~~~~----~L-----~~~----------4_------------_4 

5~~----------~~~--------~--------------4_------------_4 
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ADVANCES TO THE PUBLIC-MONEY SUPPLY Mill. mk 

Advances granted by Types of advances MoneySupply 

End of Total 
year and Loans & Domestic (1 to 4~ 
month Commer- Savings Co-op. Posti- bills in Cheque credits in (5to 7 M,+Quasi-

cial banks banks banks pankki domestic credits foreign M, Money 
currency currency 

2 3 4 5 6 7 8 9 10 

1976 22077 10615 9247 6120 42617 1569 3873 48059 9601 4~O14 

1977 24679 12312 10547 6609 47355 1690 5102 54147 9872 52581 

1978 26324 14092 12181 6847 52517 1723 5204 59444 11 496 60682 

1979 29844 16535 14258 8299 60971 1955 6010 68936 14087 71 .157 

1978 

Dec. 26324 14092 12181 6847 52517 1723 5204 59444 11 496 60682 

1979 

Jan. 26250 14214 12272 6986 52889 1746 5087 59722 11 544 61064 
Feb. 26735 14373 12348 7160 53558 1876 5182 60616 11 102 61615 
,March 27186 14446 12446 7196 53701 1805 5768 61274 11442 62463 
April 28170 14598 12548 7342 54374 1 816 6468 62658 11 577 63203 
May 28384 14826 12747 7423 55035 1761 6584 63380 12435 64350 
June 28860 14991 12940 7631 55528 1 781 7113 64422 13269 65833 
July 28758 15224 13124 7603 56256 1839 6614 64709 13161 66293 
Aug. 29072 15489 13372 7803 57002 1798 6936 65736 13274 67140 
Sept. 28923 15732 13595 7848 57931 1 !:j14 6253 66098 13008 67117 

Oct. 29456 16040 13796 7987 59330 1 928 6021 67279 13003 67919 

Nov. 29764 16306 14056 8039 60234 2031 5900 68165 13131 69012 
Dec. 29844 16535 14258 8299 60971 1955 6010 68936 .14087 71157 

1980 

Jan. 30524 16754 14395 8399 61745 2158 6169 70072 13767 71810 

Feb. 31 247 16960 14525 8618 62648 2378 6324 71350 13389 72421 

% Change from corresponding month of previous year 

20~------------~------------~~------------4-------------~ 

18~------------~------------~~------------~~----------~ 

16~------------~------~~~~r---------~pb,,~------------~ 

14~--------~34rr----~~----~~WL----~----4-------------~ 

121---1--::.-

10~~----------~---------~~,c=.rr-~----------r-------------~ 

8~------------~------------~r-------------4-------------~ 
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STATE FINANCES Mill. mk 

Jan.-Nov. Jan.-Nov. 
Revenue 

1978 1979 
Expenditure 

1978 1979 

Income and wealth tax (net) 8279 9566 Wages. salaries. pensions etc. 5725 6417 

Gross receipts (24524) (26710) Re~air and maintenance 744 837 

Refunds & local authorities (-1 6 245) (-17 144) Other consum~tion expenditure 2947 3478 

Other taxes on income and Total consumption expenditure 9416 10732 

wealth 258 247 State eid to local authorities 7249 7889 
--

Employers'child allowance State aid to industries 4378 6014 
payments 977 461 of which: agric. price subsidies (2256) (2517) 

.Sales tax 8535 9269 Child allowances 1 138 1 265 
Customs duties and import Share in national pensions and 

charges and levies 816 1006 sickness insurance schemes 295 307 
Excise duties 5910 7340 

... _-------
Other transfer expenditure 4175 4891 

Excise duty on alcoholic 

beverages 1 811 2224 Total transfer expenditure 17235 20366 

Excise duty on tobacco 810 909 Machinery and equipment 1 261 1 268 

Excise duty on liquid fuel 2075 2327 Construction of buildings 656 711 

Other excise duties 1 214 1880 Land and waterway construction 1 387 1 538 

Tax on autom. and motor-cycles 802 1 221 Total real investment 3304 3517 

Stamp duties 718 802 Interest on State debt 469 696 

Special diesel etc. vehicles tax 138 138 Net deficit of State enterprises -131 -416 
Other taxes and similar revenue 773 869 Other expenditure 46 48 

Total taxes 27206 30919 Total other expenditure 384 328 

Miscellaneous revenue 1 968 2233 Increase in inventories -131 24 
Interest. dividends etc. 693 844 Lending 2548 2754 
Redemptions of loans granted 427 507 Other financial investment 448 457 ------------------------
Total revenue 30294 34503 Total expenditure 33204 38178 

Foreign bj)rrowing 2858 2500 Redemption of foreign loans 270 217 
Domestic borrowing 1 856 1 967 Redemption of domestic loans 476 847 
Totel borrowing 4714 4467 Total redemption8 746 1064 

Deficit (+) or 8urplu8 (-) -1058 +272 ----_ ..... 
Total 33950 39242 Total 33950 39242 

----.-------

1976 1977 1978 1979 
State debt 

Dec. Dec. Dec. Sept. Qct. Nov. 

Foreign debt 2248 3679 7360 8413 8479 8595 

Loans 2n5 2963 4607 5416 5530 5565 

Compensatory obligations ~ 1 

Short-term credit 287 175 259 109 107 116 

Cash debt (net) -643 -669 -735 -401 -479 -396 

Domestic debt 1820 2470 4132 5125 5159 5286 

Total State debt 4068 6149 11 492 13538 13638 13881 

Total debt mill $ 1069 1493 2859 3544 3608 3659 
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FOREIGN TRADE 

v a I u e m i I I. m k 

Period Surplus of 
Exports Imports exports (+) 
f. o. b. c. i. f. or imports 

(-) 

1975 20247 28002 -7755 

1976 24505 28555 -4050 

1977 30931 30708 +223 

1978 35206 32338 +2868 

1979 43430 44222 -792 

1979 

March 3459 3163 +296 

April 3376 3161 +215 

May 4008 3653 +355 

June 3494 3333 +161 

July 3523 3788 -265 

Aug. 3363 3857 -494 

Sept 3355 3865 -510 

Oct. 4375 4298 +77 

Nov. 4382 4398 -16 

Dec. 3845 4749 -904 

1980' 

Jan. 4245 4940 -695 

Feb. 3795 4232 -437 

March 4736 4378 +358 

Jan.-March 

1979' 9709 9119 +590 

1980' 12776 13550 -774 

Index 
Unit value Indices ·1975-100 

I , 

I :t ••••• 

200 

180 

160 

140 

120 

100 

100 

IMPORTS C.l.F. ..•.• ~~, 

80 

60 

....... ~~ ....... .. ~ 

~PORTS F.O.B. 

TERMS OF TRADE 

I 11 I I I I 
1977 1978 

,-

0-. 

I I I I I I 
1979 1980 

Mill. mk 

Indices of exports and imports 
1975 = 100 

Period 
Volume Unit value 

Terms of 
trade 

Exports Imports Exports Imports 

1975 100 100 100 100 100 

1976 117 96 103 107 96 

1977 129 88 119 124 96 

1978 138 84 126 138 91 

1979 151 99 142 159 89 

1977 

Oct.-Dec. 143 93 125 131 95 

1978 

Jan.-March 124 78 124 135 92 
Apr.-June 136 83 126 139 91 
July-Sept. 128 79 128 142 90 
Oct.-Dec. 160 93 129 140 92 

1979" 

Jan.-March 140 90 137 145 94 
Apr.-June 154 94 140 154 91 
July-Sept. 138 100 147 164 90 
Oct.-Dec. 171 113 146 170 86 

1980 * 

Jan.-March 166 105 152 184 83 

MIII.mk.-------------,-----. 
Seasonally adjusted at 1975 prices 
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FOREIGN TRADE BY MAl N GROUPS Mill. mk 

E x p 0 r t s. f. o. b. 

Period Agri- Metal. en-
cultural Wood Paper gineering 

and other industry industry industry 
primary products products products 

products 

1915 419 2177 7225 5357 

1916 8.Ci4 2892 7860 6891 

1977 1087 3854 8798 9184 

1978 . 966 4641 10402 9593 

1979 1 366 6073 12992 10342 

1979 

March 258 327 1128 797 

April 17 441 1 107 896 

Ml!¥ 187 590 1148 923 

June 47 599 1010 815 

Jul¥ 59 557 1034 891 

Aug. 58 514 1 151 639 

SS!;!t. 52 495 949 833 

Qct. 56 577 1 308 1093 

Nov. 151 624 1 191 1 115 

Dec. 199 554 1158 821 

1980' 

Jan. 285 601 1 203 751 

Feb. 40 566 1 170 829 

March 247 554 1 270 1087 

Jan.-March 

1979' 540 1 122 2936 2316 

1980' 572 1 721 3643 2667 

MIII.mk..------------........ ----.., 

12 

Seasonally adjusted value 
3·month moving averages 

I m p 0 r t s. c. i. f. 

Raw Finished goods 
Other materials Fuels and Other 
goods and lubricants goods 

producer Investment Consumer 
goods goods goods 

5039 17058 1 670 5222 3989 63 

6058 17828 1 581 4966 4103 77 

8008 19128 2066. 4828 4603 83 

9604 20431 2224 4801 4830 52 

12657 28878 3401 5719 6133 91 

949 1964 64 529 604 2 

915 1952 110 585 511 3 

1 160 2331 275 434 612 1 

1023 2205 319 366 433 10 

982 2319 523 463 467 16 

1001 2529 429 424 471 4 

1026 2469 385 472 497 42 

1 341 2910 364 474 548 2 

1 301 2896 338 592 568 4 

1 113 3427 276 526 516 4 

1405 3157 431 652 681 19 

1 190 2809 200 534 632 57 

1 578 2891 190 593 703 

2795 5839 383 1 383 1 509 5 

4173 8857 821 1779 2016 77 

MIII.mk..-------------,-----.., 
Seasonally adjusted value 
3'month moving averages 



FOREIGN TRADE BY COUNTRIES1 Mill. mk 

E x P 0 r t s. f. o. b. I m p 0 r t s. c. i. f. 

January-March January-March 

Area and country 
1979 1980' 1979 1980' 

% Mill. mk % Mill. mk % Mill. mk % Mill. mk 

OECD countries in Europe 65.5 6358 69.3 8849 62.8 5725 57.2 7750 

Austria 0.7 69 0.7 85 1.4 131 1.2 169 

Belgium and Luxembourg 1 .4 136 1.6 202 2.0 185 1.9 260 

Denmark 3.8 365 3.7 471 2.9 268 2.5 340 

France 4.6 447 5.0 636 4.0 360 3.4 455 

Federal Republic of Germany 12.4 1 202 11.7 1491 14.9 1 362 13.5 1826 

Italy 2.0 192 2.8 353 2.6 236 2.7 364 

Netherlands 3.4 335 4.9 630 3.0 278 2.7 360 

Norway 5.0 482 4.4 567 2.4 214 2.0 271 

Portugal 0.2 22 0.3 44 0.5 42 0.5 71 

Spain 1.0 94 0.9 112 0.9 78 1.2 170 

Sweden 16.0 1 552 18.5 2370 16.4 1499 14.1 1914 

Switzerland 2.3 221 2.0 257 2.3 209 1.7 226 

United Kingdom 11.2 1092 11.4 1 457 8.8 802 9.3 1 258 

Other 1.5 149 1.4 174 0.7 61 0.5 66 

OECD countries outside Europe 7.9 762 5.6 718 9.6 875 9.3 1 255 

Canada 0.6 61 0.5 69 0.8 69 0.9 118 

Japan 1.7 161 0.8 96 3.2 293 3.0 408 

United States 4.6 448 3.3 426 5.4 496 5.2 710 

Other 1.0 92 1.0 127 0.2 17 0.2 19 

CMEA countries 17.4 1 693 14.8 1891 19.1 1738 24.8 3367 

Czechoslovakia 0.3 26 0.2 31 0.5 46 0.6 77 

German Democratic Republic 0.5 46 0.7 87 0.7 60 0.6 86 

Poland 0.6 58 0.5 58 0.8 69 1.4 196 

Soviet Union 15.0 1457 12.5 1 598 16.2 1 479 21.2 2866 

106 0.9 117 0.9 84 1;0 142 

Latin America 1.5 147 1.3 171 3.7 335 3.2 437 

Argentina 0.2 24 0.3 39 0.1 9 0.1 9 

Brazil 0.5 44 0.3 38 0.8 75 0.7 101 

Colombia 0.1 11 0.2 22 1.2 110 1.1 142 

Other 0.7 68 0.5 72 1.6 141 1.3 185 

Other 7.7 749 9.0 1147 4.8 446 5.5 741 

GRAND TOTAL 100.0 9709 100.0 12776 100.0 9119 100.0 13550 

of which 

EFTA countries 24.3 2364 26.2 3346 23.2 2115 19.7 2675 

EEC countries 39.6 3841 41.7 5326 38.5 3506 36.1 4891 

OECD countries 73.3 7120 74.9 9567 72.4 6600 66.5 9005 

1 New series. See explanations on page 22. 
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BALANCE OF PAYMENTS 

Period 

1975 

1976 

1977 

1978 

1979" 

1977 

Jan.-March 

Apr.-June 

July-Sept. 

Oct.-Dec. 

1978 

Jan.-March 

Apr.-June 

July-Sept. 

Oct.-Dec. 

1979" 

Jan.-March 

Apr.-June 

July-Sept. 

Oct.-Dec. 

Visible 
exports 
f.o.b. 

20185 

24379 

30767 

35024 

43227 

6959 

6816 

7932 

9060 

7745 

8614 

8271 

10394 

9674 

10818 

10193 

12542 

Visible 
imports 

c.i.f. 

27939 

28472 

30625 

32243 

44073 

6765 

7689 

7671 

8500 

7357 

8004 

7816 

9066 

9066 

10085 

11463 

13459 

Visible 
trade 

account 

-7754 

-4093 

+142 

+2781 

-846 

+194 

-873 

+261 

+560 

+388 

+610 

+455 

+1328 

+608 

+733 

-1270 

-917 

Transport. 
net 

+994 

+1223 

+1414 

+1683 

+2384 

+355 

+301 

+386 

+372 

+378 

+403 

+415 

+487 

+483 

+619 

+603 

+679 

Travel. 
net 

+105 

+22 

-3 

+166 

+174 

-80 

+10 

+118 

-51 

-66 

+11 

+222 

-1 

-105 

+21 

+259 

-1 

Other 
services. 

net 

+247 

+314 

+499 

+1004 

+556 

+103 

+72 

+202 

+122 

+222 

+263 

+182 

+333 

+344 

-15 

+133 

+94 

Visible and 
invisible 

trade 
eccount 

-6408 

-2534 

+2052 

+5634 

+2268 

+572 

-490 

+967 

+1003 

+922 

+1287 

+1 278 

+2147 

+1330 

+1358 

-275 

-145 

Invest
ment 

income. 
net 

-1415 

-1749 

-2434 

-2853 

-2985 

-506 

-726 

-532 

-670 

-613 

-820 

-644 

-776 

-686 

-1003 

-711 

-585 

Un
requited 
transfers. 

net 

-129 

-172 

-198 

-211 

-386 

-65 

-32 

-50 

-51 

-80 

-40 

-42 

-49 

-193 

-80 

-40 

-73 

Current 
account 

-7952 

-4455 

-580 

+2570._. 
-1103 

+1 

-1248 

+385 

+282 

+229 

+427 

+592 

+1 322 

+451 

+275 

-1026 

-803 

MlIl.mk.----------------"""T--------,--------, 
Seasonally adjusted querterly figures 
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Mill. mk 

Short- Short-
Miscella- Over-all Reserve movements 

Miscella- Current term term 
Drawings Amortiza- Long- neous Long- and import export neous surplus/ 

of tions of term long-term term long- credits credits short-term deficit 
long-term long-term export capital capital term and and capital excl. Other 

loans loans credits, items. account capital prepay- prepay- items. incl. reserve Bank of foreign 
net net 1 account ments. merts, errors and move- Finland exchange 

net net omissions ments holders 

+6729 -1 44!L-=~H_. __ +62 +5132 -2820 +638 +1449 -14 -747 -444 +11~1 

+6130 -1785 -191 +48 +4202 -253 +138 -1288 +1275 -128 +78 +50 

+6454 -2745 -241 -229 +3239 +2659 -1 547 -470 -1131 -489 -170 ' +659 

_:I'JLQQl __ -5 74L...:::-.l.H -229 +2261 +4831 +130 -2188 +267 +3 040 ~2 339 -7_Q1 

+6230 -4843 -541 -455 +391 -712 +582 -834 -1 336 2 -2 300 +~lZ __ . __ + 1_~~~ 

+1022 -550 -127 -24 +321 +322 -799 +149 -277 -605 -140 +745 

+1273 -857 +35 -37 +414 -834 -333 +149 +112 ---'-906 +358 +548 -----
+1252 -647 -156 -89 +360 +745 +227 -384 -643 -55 -319 +374 

+2907 -691 +7 -79 ---'--=---_+,2144 +2426 _~6~4~2 __ 3=8~4~~3=2~3_+_1~07~7~ __ ~6~9_~1~0~0=8 

+1876 -854 -166 -17 +839 +1068 -479 '-402 +737 +924 -1 556 

+2900 -1733 -1 -51 +1 115 +1 542 +328 -402 -68 +1400 -687 

+2265 -1089 -96 -39 +1041 +1633 +20 -692 +183 +1144 -607 

+1966 -2067 -511 -122 -734 +588 +261 -692 -585 -428 +511 

+2202 -1626 -8 +50 +618 +1069 -46 -63 -833 2 +127 -913 

+1267 -1453 -218 -174 -578 -303 -34 -62 +163 -236 -1760 

+1258 -892 -336 -105 -75 -1101 +387 -354 +612 -456 +1455 

+1 503 -872 +21 -226 +426 -377 +275 -355 -1278 -1735 +2095 

Assets: increase -. decrease+. Liabilities: increase+. decrease -
1 Including Direct investment. net. 
• Including Allocations of special drawing rights 139 million. 

MIII.mk.-----------.---------,.----------,-,..-,----------, 

20001------

15001-------

10001------

I
CURRENT AND LONG-TERM 

-10001----='-- CAPITAL ACCOUNT 
" OVER-ALL SURPLUS/DEFICIT 

-150CII----- EXCL. RESERVE MOVEMENTS -I--------L=tllt----------j 

+632 

-713 

-537 

-83 

+786 

+1996 

-999 

-360 
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FINLAND'S FOREIGN ASSETS 

Long-term assets 

End of 
year and 
month Export DIrect 

credits investment Other 

2 3 

1976 1 969 1 342 479 

1977 2269 1 596 750 

1978 2978 1850 956 

1979* 3389 2324 983 

1976 

Dec. 1 969 1342 479 

1977 

March 2094 1 312 489 

June 2175 1404 508 
Sept. 2238 1499 713 

Dec. 2269 . 1 596 750 

1978 

March 2499 167a 840 

June 2517 1 759 862 

Sept. 2548 1785 885 

Dec. 2978 1850 956 

1979' 

March 3001 1972 1008 

June 3179 2089 1029 

Sept. 3419 2226 1066 

Dec. 3389 2324 983 

See explanations on page 22. 

% 

16 

Long~term credits by sector 

LOCAL AUTHORITIES 

Total 
(1 to 3) 

4 

3790 

4615 

5784 

6696 

3790 

3895 

4087 

4450 

4615 

5012 

5138 

5218 

5784 

5981 

6297 

6711 

6696 

AND LIABILITIES Mill. mk 

Long-term liabilities 

Net 
long-term 

Financial Import Direct Total liabilities 
loans credits investment Other (5 to 8) (9-4) 

5 6 7 8 9 10 

17484 4571 1 497 169 23721 19931 

22695 5775 1 717 169 30356 25741 

27716 5612 1885 231 35444 29660 

28194 4898 1979 300 35371 28675 

17484 4571 1 497 169 23721 19931 

17598 4974 1 632 163 24367 20472 

19150 5483 1708 156 26497 22410 

20364 5509 1 700 156 27729 23279 

22695 5775 1 717 169 30356 25741 

25107 6068 1 774 159 33108 28096 

26769 6134 1 865 159 34927 29789 

28212 5812 1 885 187 36096 30878 
27716 5612 1885 231 35444 29660 

28214 5584 1 924 221 35943 29962 

27763 5172 1923 226 25084 28787 

27724 4956 1930 232 34842 28131 

28194 4898 1 979 300 35371 28675 

MIII.mk..---------,----,----, 
3000~~~~~--~-----+----~ 
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FINLAND'S FOREIGN ASSETS AND LIABILITIES Mill. mk 

Short-term assets Short-term liabilities 

Authorized Authorized 
banks and 

Cor- Bank 
banks and 

Bank of other Total other 
Finland foreign porate (11 to 13) F yf d foreign 

exchange sector In an exchange 
holders holders 

11 12 13 14 15 16 

3630 3087 5676 12393 1 201 4812 

4306 3863 6448 14617 1423 6335 
6545 4617 8170 19332 1478 6379 

7918 6504 9129 23551 2340 9333 

3630 3087 5676 12393 1 201 4812 

3798 2641 5690 12129 1 187 4997 
3686 2504 5703 11 893 1 295 5444 
4042 2984 6076 13102 1406 6382 
4306 3863 6448 14617 1423 6335 

5491 3409 7233 16133 1293 6594 
6748 4097 7456 18301 1772 6610 
7003 4412 7779 19194 1483 6264 
6545 4617 8170 19332 1478 6379 

7804 4072 8289 20165 1 611 6692 
9871 3939 8482 22.2@- 1604 8404 
8601 4141 8788 21 530 1 579 7620 
7918 6504 9129 23551 2340 9333 

See explanations on page 22. 

Percent r----------------, 
Of GDP Net foreign liabilities 

D NET LONG-TERM LIABILITIES 
20 ~ NET SHORT-TERM LIABILITIES I 

ASSETS 
A NET LIABILITIES 151-=-"'--'-""-'--"==-'-'::=....---.......... '-; 

66 70 

3 128001343K 

76 

Net Net Debt Of which 
short-term liabilities service, amortization 

Cor- Total liabilities (10 + 19) flow payments, 
porate (15 to 17) (18-14) flow 
sector 

17 18 19 20 21 22 

9486 15499 3106 23037 3103 1 354 

8242 16000 1383 27124 4516 2082 

7302 15159 -4173 25487 6622 3769 

7566 19239 -4312 24363 6457 3472 

9486 15499 3106 23037 819 336 

8779 14963 2834 23306 778 272 
8606 15345 3452 25862 1418 692 
8905 16693 3591 26870 1 1J_1 ___ Q~?_ 
8242 16000 1383 27124 1206 536 

7559 15446 -687 27409 1392 779 
7751 16133 -2168 27621 1493 673 
7419 15166 -4028 26850 1628 984 
7302 15159 -4173 25487 2109 1333 

7305 15608 -4557 25405 1 970 1 284 -----

7376 17384 -4908 23879 2085 1082 
7673 16872 -4658 23473 1 315 604 
7566 19239 -4312 24363 1087 502 

Perc~tr-~-b-t-ge-r-vlc-e-r-at-lo---------~ 

16 DAMORTIZATION PAYMENTS 
~ INTEREST PAYMENTS 

14 r--------------i 

66 68 70 72 74 76 78 79 

17 



PRICE INDICES 

B a sic p r ice i n d ex for d 0 m est i c sup ply 1975 = 100 1 

Period 
Wholesale. 

price 
index 

1949 = 100 Total 

Origin 

Domestic Imported 
goods goods 

Purpose 

Raw Consumer Investment 
materials goods goods 

Building costs 
1973 = 100 

Total 
Wages 

in Building 
building materials 

trade 

.:...19::...:7c.:::8'---_--=-7-=-27~___'1'_=2:..:.5:.::.8 __ 124.1 131.8 119.2 140.3 129.5 180.8 161.0 186.0 

.:...19::...:7c.:::.9'---_--=-7..:.9.:....1 _-.:1c.:::3-=-8:.::.0_--.:.1-=-3.::.:5 . ..:.0 __ 1,-4,_=8.:..:.7 __ .--,l,_=3.::.3:.:..1_~15:..:0:..:.:.7,---_..:...13::...:9:..:.:.2=--_ 198.8 177.6 204.1 

1979 

July ______ 800_----'-'13:..:9c:....1'---_1:....:3:...::.5.:..:.9_--'-15::...:0=-=-.3=--__ 1.:....:3:....:4~.4~___'_1..::..50=_.:.:=...5 ..:..14..;.:0:.:.:.5"---_1.:...:99.7 179;1 204.3 
Aug. 796 139.9 136.5 151.6 135.4 151.9 140.6 201.0 179.1 206.5 

~Se~p~t.~_~8~1~3 __ 1~4:...::.2~.1_~1~3~8.~3 __ 1~5~5.:....:.1 __ 138.2~~1~5..::..3.~9_~1:~4~1~.4 __ ~2=0=3=.5~_~1~7~9.~1~2=J~0~.3 
Oct. 822 143.6 139.9 156.8 139.8 155.5 142.9 205.0 179.1 212.4 

Nov. 829 145.0 141.2 158.3 141.5 156.1 143.9 206.0179.1214.0 

Dec. ___ ~8:...:.3--'-4 __ 1'__4:...:.5.:....:.7 __ 1---'4'-'-1.:...:.8 __ 1'-'-5'__'9..:....6~ __ 1'__4c=2..:..:.4c-----'-1-=-56=-=-.4-'--_-'-1~44-'-'.7-=---_ _=2..::..08.::..:.-=-3_~18=-.;1~.0=--_=2~1.::..:6._=_2 

1980 

Jan. 

Feb. 

March 

April 

849 

859 

882 

899 

148.3 144.3 

150.2 146.3 

154.1 150.1 

157.2 152.4 

, New series. see item Bulletin 10/1979. 

162.4 145.6 158.4 146.2 
163.8 147.3 161.0 148.2 

168.1 153.1 161.5 150.1 

173.9 157.6 162.7 151.3 

Con sum e r p r ice s 1977 = 100
' 

Period 

Total Food 
Beverages Clothing 

and and 
tobacco footwear 

Rent 
Heating 

ar>d 
lighting 

House
hold 

goods 
and 

services 

Health 
and 

medical 
services 

212.0 

214.0 

216.1 

218.8 

Transport 
and 

communi
cation 

182.1 220.0 

182.1 222.9 

182.6 225.8 

182.6 229.0 

Education 
and 

recreation 

Other 
goods 

and 
services 

1978 107.8 104.4 114.6 105.8 106.3106.4 105.2 112.4 111.1 108.2 109.2 

1979 115.9 108.8 129.4 116.3 113.1 114.4 114.4 124.1 120.2 115.5 118.4 

1979 

July 116.2 109.1 129.5 114.6 113.0 114.9 114.9 123.8 122.1 

Aug. 

Sept. 

Oct. 

Nov. 

Dec. 

1980 

Jan. 

Feb. 

March 

April 

116.7 

117.7 

118.4 

119.3 

119.9 

121.3 

123.1 

124.3 

126.7 

, New series. 

18 

109.0 129.5 

109.8 129.5 

111.2 129.5 

112.3 129.4 

112.1 129.6 

113.3 138.6 

114.4 138.6 

115.4 138.6 

120.3 139.2 

116.1 

118.4 

120.8 

122.8 

123.0 

121.1 

123.8 

126.0 

131.4 

115.1 115.1 115.5 123.9 

115.1 120.5 116.3 124.9 

115.1 121.0 118.9 124.7 

115.6 121.4 119.4-1215.9 

115.6 124.1 119.7 126.9 

115.6124.7122.2131.1 

116.0 130.5 122.9 133.2 

116.0 133.6 123.6 133.4 

116.0 133.9 125.8 134.7 

122.0 

123.4 

123.2 

123.3 

126.0 

126.3 

130.6 

134.3 

135.7 

115.8 118.3 

116.2 

116.8 

117.0 

117.8 

118.0 

118.8 

119.2 

119.3 

122.7 

118.7 

119.4 

-120.6 

123.0 

123.4 

125.6 

127.8 

128.6 

129.8 



WAGES 

In d ex of wage and salary earnings 1975=100 1 

By industries By institutional sectors 
Period All All All Wage earners in Munic- Employ-

Employ- State ipal ees in 
salary wage employ-

Agri- Con- ees in employ- employ- private 
earners earners ees 

culture Industry struction services ees ees sector 

1978* 146.3 137.0 124.7 131.8 131.5 128.0 135.1 132.9 134.4 133.6 

1979* 161.1 151.3 133.6 149.4 145.2 141.7 151.1 148.5 149.3 148.7 

1978-

Apr.-June 144.3 135.6 123.0 128.9 128.8 125.5 133.1 130.3 132.7 131.5 

Jul~-Se~t. 146.7 137.2 124.1 133.3 132.6 128.2 136.1 134.0 135.0 134.5 

Oct.-Dec. 152.4 143.1 129.4 138.2 137.1 133.6 140.8 138.7 139.9 139.3 
l( 

1979* 

Jan.-March 155.7 147.3 132.5 145.2 141.8 138.8 146.4 144.7 144.6 144.7 

Apr.-June 159.9 154.3 136.7 148.8 145.4 142.0 151.3 147.8 150.4 149.1 

July-Sept. 163.0 154.6 137.9 149.5 145.7 142.1 152.7 148.8 151.6 150.2 

Oct.-Dec. 163.7 154.5 135.6 153.9 148.1 144.2 154.9 152.2 152.7 15.2.4 

1 New series. see item Bulletin 1/1980. 

PRODUCTION 

Volume indices of production 1975 = 100 

Period 
GroBS Indus- Construc- Land and Transport Public 

domestic trial Agri- For- tion of waterway and co m-
Commerce sector Others 

product pro- culture estry buildings construc- munica- services 
duction tion tion 

1977 

July-Sept. 98 88 163 66 99 87 102 95 111 101 

Oct.-Dec. 106 107 72 123 112 92 109 100 112 108 

1978-

Jan.-March 100 106 70 122 77 87 91 83 115 104 

Apr ••. ,Jtme 102 107 80 110 79 90 101 92 115 108 

July-Se~t. 97 90 148 62 99 '86 102 91 115 104 

Oct.-Dec. 109 111 71 149 104 88 112 101 117 109 

1979-

Jan.-March 106 116 74 148 72 85 99 88 118 107 

Apr.-June 109 113 80 175 72 90 111 100 118 112 

July-Sept. 104 100 145 75 95 87 113 99 118 107 

Oct.-Dec. 117 120 68 162 115 91 126 108 120 113 
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PRODUCTION 

Index of industrial pro d u c t ion 1975 = 100 1 

Period 
Invest- Other Consumer 

Total ment producer goods 
goods - goods 

11}76 101.2 100.9 101.6 100.3 

1977 101.8 93.6 104.4 100.9 

1978 105.3 90.1 109.8 104.2 

1979- 113.8 94.9 119.6 111.7 

1979* 

Jan. 118.1 100.2 123.7 116.2 

Feb. 110.5 93.4 115.8 108.8 

March 124.4 103.2 130.9 122.2 -------
April 110.3 88.8 115.7 110.7 

M~1 124.0 105.3 130.6 119.9 

June 107.4 94.1 111.8 105.2 

July 70.2 45.0 79.5 64.2 

Aug. 118.6 99.7 123.8 117.8 

Sept. 115.1 97.2 121.3 111.8 

Oct. 129.4 113.3 134.5 127.3 

Nov. 129.3 112.3 134.1 128.5 

Dec. 108.3 86.8 114.1 108.0 
-------------

1980* 

Jan. 

Feb. 

127.1 108.4 132.6 125.9 

120.1 101.4 125.7-'-----_1_1---'8.-=--5 

1 New series. 

Food 
industry 

96.6 

96.3 

102.4 

109.2 

101".4 

92.4 

105.1 

104.5 

115.4 

105.2 

98.9 

117.7 

110.1 

132.6 

128.1 

99.2 

105.0 

100.1 

Indexr------------,------, 
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Index of Industrial production 1975111100 
seasonally adjusted monthly figures 

180r---=TO~T~AL~IN=DU~S~T=RV~---~---4 
••••••• WOOD INDUSTRY 

160~·-··-··-·~P~AP~ErR~I~ND~U~S~T~RV~---~r_--~ 

140~---~----~,~~~_r-----1 

Special indices of manufacturing Total 
adjusted 

Non- for 
Wood Paper Chemical metallic Metal seasonal 
industry industry industries mineral industry varia-

industry tions 

112.1 105.5 103.7 93.2 99.9 101.3 

119.0 104.6 101.0 94.7 98.7 101.9 

127.4 114.4 108.0 93.2 97.2 105.4 

146.2 129.4 118.5 102.2 103.0 114.0 

132.6 132.7 127.7 96.1 109.3 110.4 

133.8 124.9 118.0 85.5 102.2 110.9 -------
165.2 141.1 135.3 102.7 113.1 112.9 

154.1 117.0 117.2 96.9 98.5 114.1 

187.7 136.2 134.3 113.9 115.7 113.5 

163.1 103.5 108.8 110.4 101.6 115.3 

73.2 118.0 71.8 68.3 46.0 123.1 

134.8 137.1 127.6 116.2 108.0 114.9 

149.6 136.8 116.3 111.4 105.2 113.4 

165.2 144.9 129.5 125.3 121.2 113.4 

162.8 139.6 134.1 118.3 119.8 114.2 

132.1 121.4 101.3 82.2 95.7 112.0 ------_._----_.-

1 56.7 1 38::.: . .::..9 _.:...:1 3=.:3:.:..:. 6,,--...:.1-=-05:::.:.=..2 _1:....:1-=.5:..:.4_--,-11.:...:9:.:...4-,--
149.5 130.5 130.8 102.7 10,--,9-,-,.5,--_116.3 

Index r----------------------..-:;-----, 
Index of Industrial production 1975=100 S' 

115 seasonally adjusted monthly flwur~ ~------I 

A. " liE 110~----~r-----~~~d~~------~ 

10S~~~~r.~~~--~~_+------~ 
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LABOUR-TIMBER FELLINGS-INTERNAL TRADE 

Population Total Un- Unemploy- Commercial Retail Whole-
of working labour force. E~Ployed. employed. ment. timber sales sale 

Period age. 1000 000 1000 % of total fellings. volume volume 
1000 persons persons persons labour 1000 solid index index 

persons force cu. m 1972 = 100 1972 = 100 

1976 3547 2254 2163 91 4.0 27305 123 127 

1977 3561 2248 2111 137 6.1 27814 113 120 

1978 3578 2253 2084 169 7.5 29021 110 120 

1979 3593 2223 2134 139 6.1 37986 118 136 

1979· 

AQril 3592 2201 2052 149 6.8 4828 113 133 

Ma~ 3593 2246 2111 135 6.0 4536 124 150 

June 3591 2439 2304 135 5.5 2760 120 133 

Jul~ 3594 2441 2300 141 5.8 984 120 118 

Aug. 3592 2347 2227 120 5.1 1 368 124 145 

SeEt. 3594 2250 2140 110 4.9 2054 118 140 

Oct. 3597 2247 2131 116 5.2 3007 122 153 

Nov. 3.596 2227 2121 106 4.8 3421 119 153 

Dec. 3 998 2250 2119 131 5.8 3373 147 138 

1980' 

Jan. 3601 2232 2098 134 6.0 3644 107 133 

Feb. 3603 2228 2110 118 5.3 4579 105 130 

March 3602 2240 2113 127 5.6 

CONSTRUCTION OF BUILDINGS 

Building permits granted Build ings completed 
Building· 

works 

Residen-
Industrial 

Residen-
Industrial under 

Period Farm and Public Farm and Public con-
Total tial buildings business buildings Total tial buildings business buildings struction 

buildings buildings buildings buildings 

Million cubic metres 

1977 41.88 18.86 4.22 12.11 3.71 43.70 18.10 3.07 16.80 3.33 48.12 

1978 41.98 17.90 4.97 12.72 3.68 42.56 18.21 3.77 13.59 4.21 42.78 

1979* 48.64 18.71 6.34 16.55 3.99 37.80 16.54 4.20 11.82 3.23 48.38 

1978 

July-Sept. 11.07 4.12 1.04 4.33 0.85 10.31 3.83 1.21 3.19 1.12 48.76 

Oct.-Dec. 7.79 3.54 0.74 1.74 1.21 13.07 6.02 1.29 3.44 1.38 42.78 

1979* 

Jan.-March 7.75 3.32 1.23 1.95 0.77 7.38 3.37 0.69 2.42 0.62 39.45 

Apr.-June 19.16 7.45 2.77 7.22 0.68 6.99 3.24 0.45 2.16 0.79 47.04 

July-Sept. 11.74 4.47 1.32 3.79 . 1.16 7.92 3.18 1.15 2.06 0.87 52.84 

Oct.-Dec. 9.99 3.46 1.02 3.59 138 13.64 6.23 1.72 4.20 0.87 48.38 
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EXPLANATIONS RELATING TO THE STATISTICAL SECTION 

BANK QF FINLAND 

Page 4. Public sector: Receivables = Government promissory 
notes + Bonds + Total coinage + Other public sector receivables. 
Liabilities = Cheque accounts + Counter-cyclical reserves + Capital 
import deposits + Other public sector claims. 
Deposit certificates are interest bearing. freely transferable. term 
liabilities of the Bank of Finland. Their maturities range from one 
week to one year. 

Page 5. Domestic financial sector: Other liabilities. net - Capital 
import deposits + Other financial institution claims - Bonds -
Other financial institution receivables. 

Corporate sector: Permanent special financing schemes = Foreign 
bills + New export bills + Financing of suppliers credits. 
Liabilities. net = Deposits for investment and ship purchase + 
Counter-cyclical with holdings + Capital import deposits + Import 
levy deposits + Other corporate claims - Bonds - Other corporate 
receivables. 

MONETARY POLICY INDICATORS 

Page 6. All the figures except the Average lending rate of the 
commercial banks are mean values of daily figures for the month 
or year in question. The Average lending rate of the commercial 
banks is the mean value of end of the month lending rates weighted 
by credit outstanding. 
Total central bank debt of the commercial banks = Discounted and 
rediscounted bills (until 30. 6. 1979. subsequently the banks have 
not been allowed to discount or rediscount bills) + net cheque 
account receivables from the commercial banks + call money debt + 
bond transactions with repurchase obligation - call money 
deposits by the commercial banks. 
Actual central bank debt of the commercial banks ~ Total central 
bank debt - Postipankki's call money placements (or + Posti
pankki's call money overdrafts). Postipankki accounts for the Lulk 
of the supply of call money from the deposit banks (supply of 
call money. see column 4 on page 5). 
Credit quotas of the commercial banks at the Bank of Finland are 
the sum of individual quotas specifying the amount each bank 
eligible for central bank credit can borrow at the discount rate. 
Before July 1979. a progressively rising interest rate was charged 
on credit in excess of the quota up to an absolute ceiling on quota· 
related debt. From July 1979. no bank may exceed its quota on 
average over the month. On any given day quota-related borrowing 
may not exceed 2.6 times the quota. The interest on this borrowing 
is the basic discount rate. 
Bank of Finland placements in the call money market = Demand 
for call money by the deposit banks - Supply of call money by 
the deposit banks. Average cost of the total central bank debt 
of the commercial banks: Net costs paid to the Bank of Finland 
by the· commercial banks. as a percentage of their total central 
bank debt. per annum. 

FOREIGN EXCHANGE RATES 

Page 7. Exchange rates are annual and monthly averages of the 
Bank of Finland's daily quotations. Currency index is annual and 
monthly average of daily index numbers. 

DEPOSITS ay THE PUBLIC -
ADVANCES TO THE PUBLIC - MONEY SUPPLY 

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

Page 8. Deposits by the public. The central government and the 
financial institutions are mainly excluded from the public. 
From 1974 deposits include domestic deposits denominated in 
foreign currency. 

Page 9. Advances to the public. The central government and the 
financial institutions are not included in the public. 
Postipankki's advances do not include loans granted by the State 
Investment Fund (IN RA). Domestic credits in foreign currerlcy 
are mainly granted by the commercial banks and the rest by 
Postipankki. 

Money Supply. M1 = Finnish notes and coins in circulation -
Finnish notes and coins held by the banks + Demand deposits 
held by the publi<: (incl. Defl)and deposits at the Ba!1k o~ Finlaf!d). 
Quasi-Money = Time deposits held by the public (lncl. Time 
deposits at the Bank of Finland). 
Note: Domestic deposits in foreign currency inc!uded in money 
supply since 1974. In the money supply the public Includes non
monetary financial institutions. 
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STATE FINANCES 

Page 10. Official figures computed by the Economic Department of 
the Ministry of Finance. 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. Cash debt (net) = net debt to the Bank of Finland 
plus short-term debt to Postipankki less cash holdings (net) of 
State departments and funds. 

FOREIGN TRADE 

Pages 11-13. Figures supplied by the Board of Customs. Indices 
(p. 11 ): The volume indices are calculated according to the Paasche 
formula and the unit value indices according to the Laspeyres 
formula. Terms of trade: the ratio of export indices to import indices. 
Foreign trade by countries: (p. 13): from January 1980 imports 
by countries of origin exports by countries of consignment. 

BALANCE OF PAYMENTS 

Pages 14-15. Figures are calculated by the Bank of Finland. 
In addition to the Board of Customs figures. exports include grants 
in kind but exclude stevedoring expenses and imDorts include 
seamen's duty-free imports. grants in kind and adjusted allowance 
for smuggling. 

FOREIGN ASSETS AND LIABILITIES 

Pages 16-17. Figures calculated by the Bank of Finland. 
Long-term assets: Other = financial loans + Finland's subscriptions 
to International financial institutions. Lonp-term liabilities: Other = 
Leasing credits + subscriptions to international financial institutions 
paid in the form of bonds. Short-term assets: From 1978 the Bank of 
Finland's foreign bills are included in financing of exports and 
reclassified under the corporate sector. 
Column 21 Debt service = Net investment income of short-term 
and long-term assets and liabilities + net amortisation payments of 
long-term foreign assets and liabilities. 
Columns 21 and 22 during the year and the quarter. 
Chart Debt service ratio: Debt service as a per cent of current 
account earnings. 1 978 Debt service does not include ·amortisation 
of the Bank of Finland credit facilities. 

PRICE INDICES 
Page 18. All indices calculated by the Central Statistical Office. 

WAGES - PRODUCTION 

Pages 19-20. Figures supplied by the Central Statistical Office 
Page 20. Index of industrial production calculated by the Central 
Statistical Office. The grouping by branches of industry is in 
accordance with the Standard Industrial Classification (SIC) which 
is a version of the 1968 edition of the ISIC. The SIC facilitates inter
national comparisons between Finnish statistics and corresponding 
data from countries which use the ISIC. The seasonally adjusted 
series is calculated by the Bank of Finland on the basis of the index 
of industrial production per working day according to a method 
resembling the U.S. Bureau of Census Method 11. Commodities 
according to use: Investment goods weight 7.0. other producer 
goods weight 67.0 and consumer goods weight 26.0. The weights 
for the special manufacturing indices are food manufacturing 
(SIC 311-2) 9.8. manufacture of wood. and wood and cork products 
(SIC 311-2) 8.0. manufacture of paper and paper products (SIC 
341) 16.2. manufacture of industrial chemicals (SIC 351-2) 5.2. 
manufacture of non-metallic mineral products except products of 
petroleum and coal (SIC 361-9) 3.6. and metal industry (SIC 
37-38) 26.9. 

LABOUR - TIMBER FELLlNGS - INTERNAL TRADE -
CONSTRUCTION OF BUILDINGS 

Page 21. 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. Construction of buildings 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 
S affected by strike. - Break in series. 



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 power is held by the President. elected for a period of 
6 years. Mr. Urho Kekkonen has been President since 1956 and he 
was re-elected for the period March 1. 1978. to March 1. 1984. 

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 1979 is as follows: Social Demo
cratic Party of Finland 52, National Coalition Party 47. Centre Party 
36. Democratic League of the People of Finland 35. Swedish Party 
10. Christian League of Finland 10. Finnish Rural Party 6 and 
Liberal Party 4. 

INTERNATIONAL ORGANIZATIONS 

Finland became a member of BIS 1930. IMF 1948. IBRD 1948. 
GAIT 1960, UN 1955. IFC 1956. IDA 1960. EFTA 1961. ADB 
1966. OECD 1969. and IDB 1977. 

LAND 

THE AREA is 337000 square Ifjllilmetres (Great Britain's area is 
245000 sq. km and Italy's areli SOl 000 sq. km). Of the total. 
inland waters form 9.4 %. Of tile '-land area (1970) 2.7 mill. ha 
(9.6%) are cultivated and 19.1 mill. ha (68.4%) ara covared 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 (1978): 4.8 million. Sweden 8.3. 
Switzerland 6.3. Denmark 5.1. and Norway 4.1 million. 

DENSITY OF POPULATION (1978): In South Finland 46.5. in 
East and Central Finland 14.0. in North Finland 4.0 and in the 
whole country an average of 15.6 inhabitants to the square kilo
metre. 

DISTRIBUTION BY AREA (1978): 40% of the population in
habit the rural areas. 60 %·towns and urban districts. The largest 
towns are: Helsinki (Helsingfors). the ca'p'ital 484879 inhabitants. 
Tampere (Tammeriors) 165519 Turku (Abo) 164586. 

EMPLOYMENT (1978): Agriculture and forestry 12. %. industry 
and construction 34 %. commerce 15 %. transport and communica
tion 8 %, services 31 %. 

LANGUAGE (1978): Finnish speaking 93.5 %. Swedish speaking 
6.4 %. others 0.1 %. 

EDUCATION (1979): Practically all persons over 15 years of age 
are literate. There are 6 universities (the oldest founded in 1640) 
and 16 colleges of university standard. 

CHANGE OF POPULATION (1978): births 13.5 0/ 00• deaths 
9.4 0/00. chance + 2.3 0/ !}o. net emigration - 1.9 0/ no. Deaths 
in France 10.311/ 00 and Great Britain 11.70/00 (1977). 

TRADE AND TRANSPORT 

NATIONAL INCOME (1978, in million marks): Gross domestic 
product at factor cost by industrial origin' agriculture 6272 (5 %). 
forestry and fishing 5409 (4 %). manufacturing 35784 (31 %). 
construction 10300 (9 %), transport and communication 12683 
(11 %). commerce; banking and insurance 15956 (14 %). public 
administration 6578 (6 %). ownership of dwellings 4401 (4 %). 
services 19 164 (16 %). total 116 547 Index of real domestic 
product 166 (1964 = 100). 

FOREST RESOURCES (1978). The growing stock comprised of 
1 553 million m3 (solid volume with bark) of which 45 % was 
pine and 37 % spruce. the remaining 18 % being broad-leaved 
trees. chiefly birch. Of the growing stock. 668 million mS was 
up to the standard required for logs. 56 % of these being pine. 
The annual growth was 59.9 million m3 and the total removal. 
calculated on the basis of roundwood consumption was 42.5 
million mS. 

AGRICULTURE (1978): Cultivated land 2.3 million hectares. 
Number of holdings 232800 of which 159600 are of more than 
5 ha. Measure of self-sufficiency in bread cereals 44 %. 

INDUSTRY (1978). Gross value of industrial production 115120 
mill. marks. number of workers 388 322, salaried employees 
132712. motive power (1978) 7.6 mill. kW. Index of industrial 
production 105 for 1978 (1975 = 100). 

STATE RAILWAYS (Dec. 31. 1979): Length 6080 km. 

MERCHANT FLEET (April 30, 1980): Passenger vessels 134 
(199164 gross reg. tons). tankers 41 (1194372 gross reg. tons). 
dry cargo vessels 217 (1 040356 gross reg. tons). other vessels 84 
(11143 gross reg. tons). total 476 (2 445035 gross reg. tons). 

MOTOR VEHICLES (Dec. 31. 1979): Passenger cars 1169501 
lorries and vans 143 095. buses 8 826. others 8 136. total 1 329 558. 

FINNISH AIRLINES (March 1. 1980): Finnair and Kar-Air have in 
use 4 DC-8. 1 DC-6-ST. 8 Super Caravelles. 9 DC-9. 7 DC-9-51, 
2 DC-l0-30 and 1 Convair Metropolitan. Companies hava sched
uled traffic outside of Finland to 37 airports and to 20 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). The last par value of the mark was set on 
Oct. 12. 1967 and was 0.21159 grams of fine gold per mark 
(equivalent. at the time. to 4.20 marks per U.S. dollar). Since 
Nov. 1. 1977 the external value of the mark has been officially 
expressed in terms of a currency index. This index is trade
weighted and indicates the average change in the currencies 
which are important in Finnish foreign trade. The present currency 
weights are Rbl 18.6. Skr 17.7. £ 14.0DM 13.4. $ 9.7, other 
currencies 26.6. The permissible range of fluctuation is about 3 per 
cent on either side of the arithmetic mean. The fluctuation limits 
are 119.0 end 112.0. 

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. 1979). There are two 
big and five small commercial banks with in all 863 offices. 278 
savings banks. 373 co-operative banks. five mortgage banks. Posti
pankki and three development credit institutions. The co-operative 
stores accept deposits from their members. The Social Insurance 
Institution and fifty-six private insurance companies also grant 
credits. 

RATES OF INTEREST (Feb. 1. 1980). The official discount rate 
of the Bank of Finland (the basic rate applied by the Bank of 
Finland on credit extended to the banks in the context of the 
quota facility) is 9 J4 %. The range of rates for other credits granted 
by the Bank of Finland is between 7 % % and-l 0 y" %. Other credit 
institutions time deposits 5 %; 6 month deposits 6 J4 %; 12 month 
deposits 7 % %; 24 month deposits 9 %; 36 month deposits 9 % 
% + savings premium; 36 month deposits 9 % % + tax concession 
and sight pdepo~its 2 %. The highest lending rate 12 % %. 
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PUBLIC FINANCE 

by Immo Pohjola, Lic.PoI.Sc. 

and Erkki J. Tassia, M.PoI.Sc. 

Economics Department of the Ministry of Finance 

The reflationary economic policy line adopted 
two years earlier was maintained in Finland 
during 1979. Attempts were made to pave the 
way for a lasting reduction in unemployment 
by supporting in particular the financial posi
tion and competitiveness of companies. Fur
thermore, efforts were made to improve the 
structure of industrial production and its adapt
ability to changing conditions. The growth of 
household sector consumption was also en
couraged. These efforts did not go unrewarded, 
for investment picked up and the growth of 
consumption accelerated. I n addition to the 
revival in private demand, the expansion in ex
ports was vigorous for the fourth consecutive 
year owing to improved competitiveness and 
the development of foreign demand favouring 
Finnish exports. For these reasons, the growth 
rate of Finland's total output, 6.5 per cent, was 
double the average for the OECD countries. 
As a consequence of the acceleration in eco
nomic growth, the number of unemployed fell 
by nearly a fifth in 1979 and the rate of unem
ployment amounted to about 6 per cent. 

The persistent battle to curb inflation has also 
borne fruit in recent years. In 1979 the author
ities managed to stem the rate of increase in 
consumer prices at the level prevailing in the 
previous year, 7.5 per cent, of which one-half 
could be ascribed to rises in import prices. 
Towards the end of the year, the rate of increase 
in domestic prices also accelerated, so that in 
1980 the curbing of inflation has again become 
one of the major tasks of economic policy. 

As a result of both a vigorous expansion in 
imports generated by the expansion in eco
nomic growth and the deterioration in the 
terms of trade, due in particular to rises in the 

24 

price of oil, the trade account and the current 
account moved into deficit during the latter 
half of the year. 

CENTRAL GOVERNMENT FINANCE 

THE BUDGET PROPOSAL 

In the summer of 1978 when the budget 
proposal for 1979 was beiritJ prepared, it was 
estimated that economic growth in the market 
economies most important for Finnish exports 
would remain sluggish. The rate of inflation 
was not expected to accelerate to any notable 
extent from the previous year, which naturally 
was considered important for the maintenance 
of competitiveness. It was estimated that the 
rate of growth of domestic demand would 
become clearly faster and that pr.ivate invest
ment would pick up after having declined 
during the previous few years. In spite of a 
slight slow-down in export growth, the growth 
rate of GDP was forecast to rise to 3.5 per 
cent in 1979 and the external balance to remain 
unchanged. 

Attempts were made to reduce unemployment 
by creating the prerequisites for enhancing 
companies' international price competitiveness 
and strengthening domestic demand. However. 
it was estimated that the improvement in em
ployment prospects would be substantially 
hampered by a poor development of interna
tional demand. 

In keeping with an established practice, the 
pudget proposal for 1979 also contained pro
posals for the adjustment of income taxation 
to compensate for inflation in 1978. The pro-



posed 8 per cent average adjustment in income 
tax scales and major allowances slightly ex
ceeded the actual price development in 1978. 
It was proposed that the tax prepayment rates 
would be lowered more than the adjustment 
for inflation would have called for. so as to 
bring tax prepayments more closely into line 
with the final assessment and. accordingly. to 
reduce tax rebates. The adjustments made in 
wealth tax scales were well over 8 per cent. 

In the budget proposal. the sales tax rates were 
kept unchanged. It was proposed that the col
lection of employers' social security contribu
tions at reduced rates would be continued in 
1979. 

In the parliamentary debate on the budget pro
posal. only minor changes were made. which 
decreased revenue but increased expenditure 
and borrowing. 

Proposed expenditure totalled about 43500 
million marks. of which about 5 200 million 
marks was earmarked to be financed through 
borrowing. The 1979 budget.contained appro
priations for the continuatiop of major social 
reforms. Substantial additional funds were pro
posed for the development of public health. 
vocational training and children's day-care. On 
the other hand. certain measures to restrain the 
growth of public expenditure were suggested 
in the budget proposal. In order to reduce un
employment. tax concessipns were to be 
granted so as to facilitate the improvement of 
companies' international price competitiveness 
and the strengthening of domestic demand. 

ECONOMIC POLICY MEASURES IN 1979 

With the extension of the impact of the refla
tionary measures implemented in 1978 into 
1 979 and the acceleration of economic growth. 
the need for new measures in 1979 was di
minished. On the basis of the comprehensive 
incomes policy agreement. employers' child 
allowance contributions and the tax prepay
ments on earned income were reduced at the 
beginning of February 1979. At the same time. 
the collection of social security contributions 
of the insured at reduced rates was continued. 

Attempts were made to promote the utilization 
of domestic fuels by granting special subsidies 
in the course of the year. Additional employ
ment support was paid to companies. Further
more. the liquidity position and employment 
prospects of municipalities were enhanced by 
increasing their employment subsidies. The 
temporary sales tax exemption for investment 
in industrial building. machinery and equip
ment was continued. 

ECONOMIC DEVELOPMENTS IN 1979 

By the beginning of 1979. the economic out
look was clearly brighter than in the summer of 
1978 when the budget proposal was being 
prepared. This was partly a result of the eco
nomic. and incomes policy agreements con
cluded. However. the economic upswing 
proved even more vigorous than had been 
foreseen at the time. 

All the demand components - exports. con
sumption and investment - grew at a much 
faster rate than forecast. The growth rate of 
GDP. 6.5 per cent. was the fastest among the 
market economies in 1979. 

The strengthening in the private sector's con
sumption and investment demand was reflected 
above all in an increase in the labour employed 
by secondary and tertiary industries. Despite a 
rise in the labour participation rate. the unem
ployment rate fell from 7.5 per cent to 6.1 per 
cent. It is forecast that this downward trend in 
the unemployment rate will continue in 1980 
as well. 

With the growth of imports almost double that 
of exports and import prices rising faster than 
export prices. the forecast current account sur
plus turned into a deficit of about 1 100 million 
marks. Until .June. the trade account still 
showed a surplus. 

Partly as a result of the economic and incomes 
policy measures implemented. the consumer 
price index rose by only 7.5 per cent. as against 
a forecast 8.5 per cent. Only one percentage 
point of the rise in consumer prices could be 
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ascribed to revisions in indirect taxes and state 
charges. However. towards the end of 1979. 
the rate of inflation again started to accelerate. 
The level of real earnings rose by nearly 4 per 
cent. as against a decline in the previous year. 
and household sector real disposable income 
increased by as much as 6 per cent. 

Public sector revenue declined due to revisions 
in the schedules for income taxes and social 
security contributions. However. an adjustment 
for inflation smaller than the increase in earn
ings is likely to raise the final ratio of household 
sector income taxes to earnings. On the other 
hand. the acceleration in economic growth 
contributed to a widening in the tax revenue 
base. During 1979 the Government presented 
four supplementary budgets. which together 
increased state expenditure by about 3 600 mil
lion marks. or. as in the preceding two years. 
by 8 per cent of the total of the ordinary budget. 
In order to meet the increased borrowing re
quirement. the Council of State's authority to 
raise new loans was increased. in connection 
with the supplementary budgets. from 5 200 
million marks to 6 200 million marks. 

STATE REVENUE 

In 1979 total state revenue (excluding bor
rowing) amounted to about 38200 million 
marks. 10.5 per cent more than in 1978 (Table 
1). The fact that the yield from income and 
wealth taxes grew by only 2 per cent was a 
result not only of the adjustments for inflation 
but also larger tax rebates than in previous 
years and reductions in tax prepayments. In 
order to bring tax prepayments more closely 
into line with the final assessment. the prepay
ment rates were lowered and prepayments were 
collected from the beginning of February ac
cording to a scale which was one penny below 
the scale indicated by prepayment codes. How
ever. the final assessment will not be affected 
by these changes in prepayment rates. 

The yield from sales taxes was up by 12 per 
cent on the previous year. although the increase 
in yield was slightly retarded by tax concessions 
for industrial investment projects. The marked 
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TABLE 1. STATE CASH REVENUE AND 
EXPENDITURE 

Revenue 

Total taxes on income and wealth 
Sales taxes 
Customs duties and import charges 
Excise duties 
Other taxes and similar revenue 
Other revenue 

1978 1979 
Mill. mk 

9548 9774 
9550 10649 

581 629 
6772 8204 
4452 
3071 

563 

4416 
3729 

750 Redemptions of loans granted 
~~------------------

Total revenue 34538 38151 
Borrowing 5282 4743 

Total 39820 42894 

Expenditure 

Consumption expenditure 10446 11 821 
Transfer expenditure 18917 22759 
Real investment 3772 3943 
I nterest on state debt and index 

compensations 623 974 
Other expenditure' -78 -148 
Lending 2806 2952 
Other financial investment 510 517 

Total expenditure 36996 42818 
Redemptions 774 1 182 
Defict (-). Surplus (+) 2050 -1106 

Total 39820 42894 

1 I ncl. net defiCit of State enterprises. 

acceleration in the growth of imports caused 
an increase in the total accrual of indirect taxes 
paid on imports. The total yield from taxes on 
automobiles and motor-cycles increased by 
almost 40 per cent. 

The total yield from excise duties was increased 
by rises in the prices of alcoholic beverages 
and by the extension of the incidence of the 
excise duty on certain foodstuffs which came 
into force in the autumn of 1978. Tax revenue 
was cut by reductions in customs duties and 
in employers' child allowance contributions. 
Taxes and similar revenue totalled about 33 700 
million marks. which was 9 per cent more than 
in the previous year. 

STATE EXPENDITURE 

State expenditure (excluding redemptions of 
loans) totalled about 42 800 million marks. 16 
per cent more than in 1978. Expenditure in
creased clearly faster than in the previous year. 



which was partly attributable to the accelera
tion in price rises during the second half of the 
year. The volume of total expenditure also grew 
notably more than in 1978, or by 7 per cent. 
State subsidies to industries increased in par
ticular. The 20 per cent increase in transfer ex
penditure could be ascribed partly to the post
ponement until 1979 of the payment of certain 
appropriations related to reflationary measures 
and partly to a sharp increase in the payment 
of price disparity compensations related to the 
price disparity equalization scheme. The price 
disparity compensations for foodstuffs were 
covered by increases in excise duties and the 
price disparity compensations for fuels paid by 
the Import Trade Fund mainly through transfers 
from the budget to the Import Trade Fund. The 
volume of consumption expenditure grew by 
only slightly more than 3 per cent almost 2 
percentage points less than in the previous year. 
The volume of both real and financial invest
ment declined. 

CENTRAL GOVERNMENT BORROWING 
REQUIREMENT 

In 1979 the growth rates of central govern
ment revenue and expenditure doubled from 
the previous year. As the growth rate of reve
nue was slower than that of expenditure. 
the central government borrowing require
ment almost doubled from the previous year, 
amounting to about 4 700 million marks. If the 
redemptions of loans, about 1 200 million 
marks, are included, the gross borrowing re
quirement amounted to more than 5 800 mil
lion marks. Drawings of new long-term loans 
totalled about 4700 million marks in 1979. 
which was about 500 million marks less than 
in the previous year. Of this amount. foreign 
loans accounted for about 2 600 million marks 
and domestic loans for about 2 200 million 
marks. Of domestic borrowing, about 1 600 
million marks was raised mainly by 5 to 10 
year bonds intended for public subscription. 
Of the 700 million mark credit facility granted 
by the Bank of Finland in 1978, 158 million 
marks was drawn. The other loans were mainly 
bonds sold to insurance companies and pension 
institutions. As a result of the increased bor-

rowing in recent years. redemptlons continued 
to grow at a rapid rate: they were up by 50 per 
cent on the previous year. 

The state's net long-term borrowing declined 
by a fifth from the previous year's exceptionally 
high level and amounted to about 3 600 million 
marks, of which net foreign borrowing ac
counted for about 2 300 million marks. As a 
consequence of changes in exchange rates, 
foreign debt grew less than net borrowing. At 
the end of 1979, the state's total debt of which 
almost two thirds was external, amounted to 
about 14 600 million marks. At about one third 
of annual state revenue, this was still fairly~low 
by international standards. 

Owing to the decline in net borrowing, state 
expenditure (including redemptions) exceeded 
state revenue (including borrowing) by about 
1 100 million marks. Since the deficit has been 
affected by certain factors related to the re
cording of revenue at the turn of the year 1979/ 
1980, it does not fully reflect the development 
of the state's liquidity position. In fact. the 
state's financial reserves were still fairly large 
at the end of 1979 and at the beginning of 
1980. 

LOCAL GOVERNMENT 

Since "1975, the outlines of the development 
of local government finance have been regu
lated by agreements concluded between the 
central government and the central municipal 
organizations. The agreement followed at pres
ent covers the period 1977-1980. The aim of 
this agreement is to restrain the expansion of 
total public sector expenditure and the growth 
of the tax burden. The current objectives for 
local government finance include the restric
tion of the real annual growth of consumption 
expenditure to 3 % per cent. that of adminis
trative investment to 2 per cent and the average 
annual increase in the local tax rate to 0.1 per 
cent per unit. In recent years, the objectives set 
in the agreement have been reached with a fair 
amount of success, and the financial position 
of municipalities has remained rather easy. At 
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the end of 1978. the ratio of local government 
debt to GDP was lower than ever before in the 
1970s. The good liquidity position of munici
palities was also reflected in the stock of 
deposits held by municipalities. 

Municipalities' estimates of the growth of tax 
revenue in 1979 were very cautious. In local 
government budgets. the average growth in 
the yield from local taxes was estimated to be 
only 3 per cent. It was expected that a tax 
reform would sharply reduce the growth of local 
tax revenue in the year of transition. Under the 
revised system of tax collection. macroeco
nomic changes will be more rapidly reflected 
in local government finance. The actual growth 
of output and the tax base was considerably 
higher than expected. and. according to pre
liminary estimates. the yield from local taxes 
increased by 15 per cent. State subsidies are 
another important financial source for munici
palities; the growth of these was expected to 
decelerate due to a decline in certain duties 
financed by state subsidies. 

In addition to the revenue estimates and long
term growth objectives. local government ex
penditure in 1979 was affected by central gov
ernment measures. The central government 
aimed at promoting employment by increasing 
its employment support to municipalities. It also 
encouraged municipalities to bring forward 
some of their investment projects by paying 
them special additional investment subsidies 
and by arranging opportunities for them to raise 
more loans than budgeted. 

Last year. the growth rate of local government 
consumption expenditure fell to 3.5 per cent. 
which almost accorded with the objective set 
in the agreement. This fall in the rate was at
tributable particularly to the negligible increase 
in local government expenditure on compre
hensive schooling which was due to a decline 
in the size of age groups reaching school-going 
age. The growth of consumption expenditure 
was maintained mainly by the development of 
social security and social services. Employment
promoting measures also contributed to an in
crease in consumption expenditure. although 
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only about half of the number of new vacancies 
set as a target was created by means of local 
government employment support. 

Because of the sluggishness of investment and 
the scarcity of budgeted investment plans. the 
central government's support measures and the 
improvement in credit facilities in. the course 
of the year still did not suffice to bring about 
an upturn in local government investment in 
1979. The volume of local government invest
ment declined. although not quite as much as 
originally budgeted. This decline could be 
mainly ascribed to a fall in investment in the 
construction of hospitals. roads. streets and 
bridges. and in electricity supply. According to 
preliminary estimates. a slight growth was re
corded in the construction of health centres 
and sports facilities. Although attempts were 
made to speed up the construction of district
heating networks by means of state support. 
their expansion was deferred mainly until 1980. 

The local government financial surplus in
creased in 1979 and the financial position of 
municipalities was eas.y at the end of the year. 
Indebtedness declined further and bankdepos
its increased. The good financial position is 
likely to be eroded in part by increasi ng invest
ment during 1980. 

SOCIAL SECURITY FUNDS 1 

As in other countries. social security contribu
tions and benefits have increased rapidly in 
Finland. In 1977-1978. temporary reductions 
in social security contributions were used as 
reflationary policy instruments as means of re
ducing corporate sector cost pressures. How
ever. the payment of social security benefits is 

1 In connection with the revision of Finnish national accounting 
in 1979. social security funds were ·separated from the rest of 
general government. Of these. the Social Insurance Institution was 
previously included in the central government sector. while the 
Central Pension Security Institute. the Seamen's Pension Fund. 
the Farmers' Pensions Institution. the Employment Pensions Fund. 
unemployment funds. the Central Unemployment Fund. the Sup
port Fund for Unemployment Funds. and the Redundancy Pay
ments Fund were included in the private sector. Common to al! 
of them is the fact that they provide the social security prescrit.sd 
by general government and that they are independent in their 
disposal of funds. In the Revised National Accounts. activities 
governed by the Employees' Pensions Act and the Self-Employed 
Persons' Pensions Act related to the employment pensions scheme 
continue to be included in the private sector (financial institutions). 
On the other hand. child allowances and child allowance contribu
tions are included in central government accounts. 



tied to earlier agreements. which meant that 
the financial position of social security funds 
weakened in these years. 

The growth rate of the yield from contributions 
to social security funds rose sharply in 1979. 
Apart from an increase in the compensation of 
employees. this was attributable to a slight rise 
in certain contribution schedules (the sickness 
insurance contribution of the insured and em
ployers. and the temporary employees' pension 
contribution). However. the reductions made 
in the contribution schedules in previous years 
were not yet fully abolished. The social security 
benefits paid by social security funds increased 
only slightly in 1979. This was the result of a 
vigorous growth in the employment pensions 
paid under the private sector employment pen
sions scheme. and consequently this caused a 
decline in the income-linked components of 
national pension. The employment pensions 
paid by social security funds. i.e. the temporary 
employees' pensions and farmers' pensions. 
also grew in real terms. but these were much 
smaller than national pensions. 

The social security funds showed a small finan
cial deficit for 1978. Accord i ng to preliminary 
figures. there was a financial surplus of about 
700 million marks for 1979. Since the employ
ment pensions scheme is partly concerned with 
funding. the schedules for social security con
tributions need to be raised. if the social security 
funds are to meet their obligations in the future. 

PUBLIC FINANCE AND THE OVERALL 
ECONOMIC DEVELOPMENT 1 

The long period of sluggish growth. which 
started in Finland in late 1974. came to an 
end during the last quarter of 1978. The growth 
of production continued at a vigorous rate in 
1979 and further during 1980. The strength of 
the upswing and its continuation are largely 
attributable to the reflationary policy adopted 
in 1977. The measures decided then and at a 
later stage contributed to a significant improve-

1 See the back article »The Finnish economy In 1979 and the cur
rent outlook» in Bulletin 5/1980. 

ment in the competitive position of Finnish 
companies and. moreover. to an increase in 
household sector disposable income. 

These measures did not boost domestic de
mand, immediately. Owing to improved com
petitiveness. however. exports were able to 
expand vigorously. Even so. the expansion of 
exports began from a low level. so that the 
previous peak level of 1973-1974 in the total 
volume of exports was not attained until 1977, 
and. for example. in the paper industry not 
until 1979. 

At first. companies used their improved internal 
financing mainly for improving their capital 
structure. and hence foreign indebtedness was 
sharply reduced. Investment declined because 
for a long time capacity utilization remained 
low. For several years. the conclusion of mod
erate incomes agreements was only achieved 
with the aid of tax concessions granted by the 
public sector. As a result. the increase in the 
disposable income of the household sector was 
clearly more rapid than that in earned income, 
although employment was reduced. However. 
real disposable income did not increase until 
1978. so that the growth of private consump
tion remained modest. 

In the main. the reflationary measures were still 
continued in 1979. and partly owing to these. 
the corporate sector's internal financing im
proved further. The growth of household sector 
disposable income also accelerated as a result 
of the measures taken by the public sector. The 
gross tax burden fell by one percentage point 
to 34.8 per cent of GDP. more than 4 percentage 
points less than the maximum so far achieved 
in 1976. 

The expansion in exports continued vigorously 
in 1979. The improved development of house
hold sector income also strengthene.d the 
growth of private consLimption from late 1978 
onwards. Consumption demand had been pent 
up for a number of years before. and the growth 
rate for last year came to 5.5 per cent. The 
sharpest increase was recorded for purchases 
of consumer durables. in which imports ac-
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TABLE 2. THE RATIO OF TAXES TO GDP AND 
THE GROWTH OF PUBLIC EXPENDITURE, 

PER CENT1 

1976 1977 1978 2 1979 2 

Total tax revenue as a 
percentage of GDP 39.1 .38.3 35.9 34.8 

Net tax revenue as a 
percentage of GDP 26.6 25.5 23.1 22.0 

Real growth of public 
expenditure 3.6 3.5 4.4 2% 
Central government -0.3 -0.8 4.9 3 
Local government 6.1 6.2 4.2 2% 

Real growth of GDP 0.3 0.4 1.4 6% 

1 Because of the revision of Finnish national accounting in 1979. 
figures differ from those published before. 

" Preliminary figures. 

count fpr a large share; nevertheless. the ma
jority of the growth in consumption was cov
ered by domestic production. 

Th e growth of exports had already stopped the 
decline in capacity utilization during the first 
half of 1978. With 'exports growing at a rapid 
rate. full capacity utilization was reached in 
several sectors at the end of 1979; this was 
also attributable to the strengthening in domes
tic demand. I nvestment picked up towards the 
end of the year. but the expansion will not 
reach its peak until the current year. 

The reduction of the ratio of taxes to GDP. 
which was designed to stimulate private de
mand and enhance industry's international 
competitiveness. constituted the core of the 
reflationary policy pursued until 1979. How
ever. as this alone was unable to affect the 
severe emj:>loyment situation immediately. the 
public sector's direct and selective employment 
measures were necessary. 

Before 1979. public expenditure grew clearly 
fasterthan GDP and hence had an expansionary 
impact. In 1979. the growth of public expendi
ture slowed down at the same time as the 
growth of private demand accelerated. In this 
respect. public finance had a slightly stabilizing 
impact on the upswing. 

As the ratio of taxes to GDP has been reduced 
and public expenditure has grown faster than 
GDP. the financial position of general govern
ment has deteriorated substantially since 1976. 
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Part of this deterioration can be ascribed to a 
slow-down in the growth of production and 
the tax base and to an increase in employment 
expenses caused by unemployment. However. 
an active effort to curb the growth of taxes has 
played a more significant role in the develop
ment of financial surpluses or deficits of the 
central government and the social security 
funds. In 1979. vigorous economic develop
ment caused an increase in the financial sur
pluses of local government and the social se
curity fun,ds. while the central government fi
nancial position weakened by more than 2000 
million marks. This weakening was mainly the 
consequence of the special factors curtailing 
the yield from income and wealth taxes. the 
reduction in child allowance contributions and 
the sharp increase in state subsidies. 

While the financial position of general govern
ment weakened in 1979. the financial surplus of 
the household sector increased. The propensity 
to consumefell slightly. as households were wary 
- after several years of slow income develop
ments - of adjusting their consumption plans 
to match the growth of income. The financial 
deficit of the corporate sector grew as a result 
of an upturn in both fixed and inventory invest
ment which followed several years' decline. 
The weakening in the current account last year 
could be mainly ascribed to the growth in the 
financial deficit of the corporate sector. How
ever. the expansion in investment resulted large
ly from the public sector's consistent policy 
ai med at improving the private sector's oper
ating prospects. 

Although the public sector's impact on aggre
gate demand was expansionary in 1979. it was 

TABLE 3. THE FINANCIAL SURPLUSES OF 
GENERAL GOVERNMENT IN 1975-1979 

Central Local Social Overall 

Year 
govern· govern- security surplus. 
ment. ment. funds. per cent 

mill. mk mill. mk mill. mk of GDP 

1975 850 1 132 1056 3.0 
1976 3977 1 143 919 5.3 
1977 2698 1043 714 3.5 
1978 ' 1023 811 -53 1.3 
1979 ' -1135 1 155 740 0.5 

1 Preliminary figures. 



TABLE 4. CENTRAL GOVERNMENT REVENUE 
SURPLUS AND ITS USE ON A CASH BASIS, 

MILL. MK 

1976 1977 1978 1979 
Central government 

revenue surplus 1 2 908 1 651 295 -1 947 
- Financial placements 

of the central govern-
ment. net 3 129 3 263 2 753 2 719 

+ Long-term borrowing. 
net 11031533 4508 3561 

= Cash deficit (+) -882 79 -2 050 1 105 

1 Revenue (axcl. redemptions of loans granted and borrowing) -
Expenditure (excl. financial placements and redemptions). 

less expansionary than in the previous year, if 
the lagged effects are not taken into account. 
According to estimates made with the aid of 
the econometric models of the Ministry of Fi
nance. the impact of fiscal policy on the growth 
of GDP was 0.6 per c~nt in 1979, as against 
2.6 per cent in the previous year. These esti
mates include the effects of both automatic 
changes and discretionary measures. 

The central government revenue deficit, calcu
lated on a cash basis, amounted to about 1 900 
million marks in 1979. Central government 
lending and other long-term financial place
ments. less the redemptions of loans granted, 
almost reached the previous year's level. Be
cause of the decline in the revenue surplus, the 
borrowing requirement increased by more than 
2000 million marks. However. the actual bor
rowing requirement proved smaller than origi
nally forecast. and hence the Council of State's 
authority to raise new loans was not fully util
ized. The unexpected vigour of the economic 
upswing, which widened the tax base. and the 
postponement of the payment of certain ex
penses contributed to the decline in the bor
rowing requirement. 

The central government borrowing requirement 
exceeded net borrowing by about 1 100 mil
lion marks. Central government cash reserves. 

which mainly consist of short-term deposits in 
the Bank of Finland and Postipankki, declined. 
however, by only about 200 million marks. 
Postipankki deposited its short-term cash re
ceipts from the central government in the Bank 
of Finland. 

Of the central government net long-term bor
rowing, about 2 000 million marks was from 
abroad, nearly 200 million marks from the 
Bank of Finland and about 1 100 million marks 
from other domestic sources. Borrowing from 
abroad and from the central bank together with 
the decline in cash reserves caused an increase 
of about 2700 million marks in the total supply 
of money. Other domestic central government 
borrowing last year, most of which was from 
the public, declined from 1978 in net terms. 

Last year, central government finance caused 
a marked easing in the financial market. which 
enhanced the efficiency of the expansionary 
economic policy. The financial market became 
extremely easy in the summer when revaluation 
expectations induced a speculative inflow of 
capital. In the autumn. after the current account 
had turned into deficit and speculative capital 
returned abroad, the financial market tightened 
again. The rapid rise in the international level 
of interest rates also encouraged the outflow 
of capital. 

As a result of the economic policy decisions 
already made, the central government bor
rowing requirement in 1980 is expected to be 
almost the same as last year. Accordingly, the 
policy line of promoting economic growth and 
employment will still be pursued in public fi
nance, although the growth of production is 
forecast to continue at a vigorous rate for other 
reasons as well. However, in meeting the bor
rowing requirement. efforts will be made to rely 
less heavily on foreign loans. The foreign loans 
drawn during the first quarter have been almost 
entirely tied up in cash reserves. so that central 
government finance has so far avoided an ex
pansion in the supply of money. 
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ITEMS 

Finland's gross long-term foreign debt in 
January-March 1980. At the end of March 
1980, Finland's gross long-term foreign debt 
amounted to the equivalent of 36073 million 
marks. The net inflow of long-term capital in 
January-March totalled 985 million marks, as 
against 603 million marks in the corresponding 
period last year. 

Gross drawings of long-term foreign capital 
amounted to 2 133 million marks or 6 per cent 
less than in the first quarter of 1979. Redemp
tions of long-term foreign liabilities totalled 
1 148 million marks, whereas redemptions in 
the same period last year reached 1 661 mil
lion marks. Interest expenses (including com
missions and dividends) were 23 per cent up 
on January-March 1979. 

FINLAND'S GROSS LONG-TERM FOREIGN DEBT BY TYPE OF CREDIT IN JANUARY-MARCH 
1980. MILL. MK 

Interest 
expenses. 

Debt 1 
Redemp- Net 

Impact of Debt 1 co m-
Dec. 31. Drawings 1 exchange March 31. missions. 

1979 tions 1 drawings rates 1980 dividends 
and bonus 

issues 

Financial loans 28194 2049 880 + 1 169 -241 29122 689 
Individual financial loans 12608 802 622 + 180 + 255 13043 363 
Bonds and debentures 15586 1 247 258 + 989 -496 16079 326 

Bond issues 10054 780 134 -i- 646 -284 10416 244 
Debenture issues 331 -'- 3 334 6 
Certificates of deposit 190 -'- 190 -t~ 5 195 
PrivCjte placement loans 4943 277 111 "T 166 -216 4893 73 
Loans from the World Bank 258 13 13 - 4 241 3 

Import credit 4898 59 226 167 - 39 4692 106 
Ship and aircraft credits 1 968 36 110 74 14 1 880 42 
Other import credits 2930 23 116 93 - 25 2812 64 

Leasing credits 116 7 7 + 5 114. 3 

LONG-TERM CREDIT 33208 2108 1 113 995 -275 33928 798 
Direct investments 1 979 24 24 8 1 971 36 

Equity capital 3 1 484 21 6 15 1 499 30 
Loans to subsidiaries 495 3 18 15 8 472 6 

Subscriptions 1 184 11 10 174 

LONG-TERM GROSS DEBT 35371 2133 1 148 -j- 985 -283 36073 834 

, Subscriptions paid in the form of promissory notes to international financial institutions. . . 
2 The mark values of debt outstanding have been calculated by using the selling rates of the same date. drawmgs and redemptlons 

by using the average monthly selling rates. .' . 
3 The balance outstanding of equity capital of direct investments is calculated as the net value of mvestments by active compames. 
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In a breakdown of drawings by type of credit 
financial loans accounted for 96 per cent im
port loans for 3 per cent and direct investments 
for 1 per cent. 

Drawings by the central government amounted 
to 1 146 million marks or 54 per cent of total 
drawings, while those by enterprises totalled 
658 million marks or 31 per cent and those 
by financial institutions accounted for 304 mil
lion marks or 15 per cent. 

Three Finnish bond issues, together worth 780 
million marks, were floated abroad in January 
-March 1980. 

Foreign direct investment in Finland and 
Finnish direct investment abroad in 1979. 
The net outflow of investment capital grew 
considerably in 1979, while the net inflow of 
investment capital continued to decline. The 
overall balance, allowing for the payment of 
dividends and interest expenses in addition to 
investment flows proper, showed a deficit for 
1979. 

Direct investment abroad by Finnish firms 
amounted to 2 324 million marks, whereas 
corresponding investment in Finland by foreign 
firms totalled 1 979 million marks. Of the latter 
sum: 495 million marks represented loans to 
subsidiaries. 

In a breakdown of Finnish subsidiaries abroad 
by type of activity, no significant change took 
place in the 1970s. The majority of subsidiaries 
(63 per cent) were sales firms, while 15 per 
cent were manufacturing firms and the remain
der mainly service sector firms. Nor did the 
distribution of subsidiaries between industrial 
countries and developing countries change 
during the past decade: one tenth of the sub
sidiaries was still located in developing coun
tries. 

The net inflow of investment capital in 1979 
amounted to 106 million marks. This comprised 
direct investment in the form of equity capital 
(including bonus issues) of 211 million marks, 

less the repatriation of investment capital of 25 
million marks, and drawings of loans by foreign 
firms to subsidiaries in Finland of 59 million 
marks, less redemptions on these of 139 mil
lion marks. Although direct investment in the 
form of equity capital increased slightly, the 
net inflow of investment capital as a whole 
decreased by 35 million marks, as against 141 
million marks in the previous year, owing to a 
decline in net drawings of loans to subsidiaries 
in Finland. Changes in the items compared 
were considerably affected by the conversion 
of 74 million marks of loans to subsidiaries into 
share capital. 

Of the net inflow of investment capital, 32 mil
lion marks was invested in manufacturing firms 
and 77 million marks in sales firms. Among 
the rest of the firms, the repatriation of capital 
exceeded new investment by 3 million marks. 
Foreign firms established a total of 84 new 
subsidiaries in Finland in 1979, while 80 firms 
ceased their activities. At the end of the year, 
there were 891 firms in Finland which were 
over 20 per cent foreign-owned. Of these, 535 
ware sales firms and 194 industrial firms. 

The foreign subsidiaries in Finland transferred 
163 million marks in dividends to their parent 
companies and paid 30 million marks in interest 
on loans granted by their parent companies. 

The net outflow of investment capital amounted 
to 487 million marks. Finnish direct investment 
in foreign countries in the form of equity capital 
(including bonus issues) totalled 440 million 
marks. Loans granted to subsidiaries exceeded 
their redemptions of earlier loans by 48 million 
marks. 

Of the net outflow of investment capital. 257 
million marks was invested in manufacturing 
firms, 89 million marks in sales firms and 141 
million marks in other firms. 

A total of 145 permits were granted for the 
establishment of new subsidiaries abroad. At 
the end of last year, there were 975 subsidiaries 
abroad in which more than 20 per cent of the 
share capital was Finnish-owned. Ofthese. 614 

33 



TABLE 1. FOREIGN DIRECT INVESTMENT IN FINLAND, AND FINNISH PAYMENTS OF DIVIDENDS 
AND INTEREST, MILL. MK 

Equity Repat-
Equity Loans to Payments 

Bonus Interest Grand capital. subsidiaries. Total of 
capital' riation net net dividends Issues expenses total 

1970 66 5 61 13 74 32 19 3 20 
1971 101 5 96 7 103 48 10 3 42 
1972 119 5 113 18 131 79 5 2 45 
1973 67 70 -3 63 60 69 5 -15 
1974 116 15 101 55 156 67 19 9 61 
1975 160 16 144 107 251 96 7 11 137 
1976 156 3 153 70 223 115 34 16 58 
1977 122 14 108 80 188 188 3 31 -34 
1978 155 29 126 15 141 130 15 29 -33 
1979 211 25 186 -80 106 163 45 30 -13.2 

, Including bonus issues. 

TABLE 2. FINNISH DIRECT INVESTMENT ABROAD, AND DIVIDEND AND INTEREST EARNINGS 
RECEIVED IN FINLAND, MILL. MK 

Equity Repat-
Equity Loans to 

Dividend Bonus Interest Grand 
capital' riation 

capital, subsidiaries, Total 
earnings 2 issues earnings total net net 

1970 115 0 115 191 -306 0 0 306 
1971 72 0 72 115 187 0 0 0 187 
1972 156 0 156 117 273 0 0 272 
1973 106 81 25 63 88 0 0 87 
1974 59 9 50 32 82 3 0 0 79 
1975 159 3 156 -60 96 13 0 0 81 
1916 110 11 99 19 118 4 7 107 
1977 459 2 457 -164 293 3 2 3 285 
1978 243 2 241 16 257 14 22 220 
1979 440 439 48 487 4 16 3 464 

, Including bonus issues. 
2 The figures are imprecise as transfers of dividends and interest to Finland do not require a permit from the Bank of Finland. 

were sales firms and 144 manufacturing firms. 
while 217 firms were involved in some other 
kind of activity. 

Of the net outflow of investment capital. 46 
per cent went to the EEC countries and 19 
per cent each to the EFTA countries and North 
America. 
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The majority of Finnish subsidiaries abroad and 
foreign subsidiaries in Finland were sales firms. 
Just under a third of last year's inflow of invest
ment capital went to manufacturing firms. 
whereas manufacturing firms accounted for 
the major share in the net outflow of invest
ment capital. 
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1. Exports f.o.b. 

2. Imports c.Lf. 

Seasonally 
adjusted monthly 
figures 

1. Index of wage 
and salary earn
ings 1975 = 100. 
quarterly figures 

2. Consumer price in
dex 1 977 = 100. 
monthly figures 

3. Wholesale price 
index 1949=100. 
monthly figures 

Percentage 
change over 
previous year 

1. Total index of in
dustrial produc
tion 1975=100. 
seasonally adjust
ed monthly figures 

2. Volume index of 
gross domestic 
product 1970 = 
100. seasonally 
adjusted quarterly 
figures 
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