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RECENT DEVELOPMENTS 

'fHE n.lONEY MARKET AND THE BALANCE 
OF P AYMEN'fS 

Tn response to the weakening in the bal
ance of payments, the Bank of ]'inland last 
spring instructed the banking institutions to 
pnrsu~ an even more restrained credit policy, 
and, in addition, suggested certain other 
measures to the Government that would, 
either directly or indirectly, curtail the 
O'rowth of imports or promote exports. (See 
~ulletin No.6). The measures implemented 
between April and June have in fact had 
a favourable effect. The banking institutions 
that 'were instructed by the Bank of Fin
land to limit the increase in their advances 
to below 9 per cent in January-October, 
have followed a remarkably restrained credit 
policy. The increase in advances, which in 
January-April this year was 85 per cent 
more than in the corresponding period 
la..~t year, in Janua.ry-September was only 
27 per cent higher than last year. Of 
the other measures introduced last spring, 
special attention may be given to the rise 
in the tax on passenger cars and to the 
st.ricter hire-purchase terms, which have 
caused a considerable decline in the import 
of motor ('aI'S and in the demand for both 
('aI'S and other ('onsumer durables on hire
purchase. 
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'l'hese measures, however, have not pro
duced the intended effects on the balance 
of payments and the foreign exchange re
serves so far. 'The deficit in the balance of 
trade, which totalled 322 million marks in 
January-March, grew to 610 million marks 
in JanuaDT-August. It was thus 88 million 
marks more than in the corresponding period 
last year. The deficit in the balance of 
payments on current account including in
visible items, which was 565 million marks 
last year is likely to be approximately 100 .. , 
million marks more this year. 

It has been difficult to finance the deficit 
in the balance of payments on current ac
count through foreign credit to the same 
extent as last year. Gross long-term credit 
from abroad amounted to only 260 million 
marks in January-September, while the cor
responding figure last year was 564 million 
marks. Taking amortization into account, 
net long-term credit totalled 45 million marks 
only, against 390 million marks in the pre
vious year. The shortage of long-term credit 
is the result of the tightening in the foreign 
capital markets, from which Finland usually 
obtains credit. 

It has therefore been necessary to finance 

Lon_p. __ age 18, Local Government Sector in 
the Finnish Economy 
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the deficit in the balance of payments on 
current account mainly through the foreign 
exchange reserves. 'J'he gold and foreign 
exchange reserves of both the Bank of Fin
land and the banking institutions (see table 
on page 4), which amounted to 945 million 
marks at the beginning of the year, de
ereased by 117 million marks between Janu
ary and April. The reserves have continued 
to decrease since then so that at the end of 
September total reserves were 665 million 
marks, or 280 million marks less than at 
the beginning of the year. In autumn the 
normal seasonal movement stabilised the de~ 
clining trend in the reserves. In addition, 
the situation was also eased by a bond issue 
of 15 million dollars in the United States 
in October (see Item). However, it is ex
pected that towards the end of the year the 
reserves will again decline. 

The loss of foreign exchange reserves and 
the gap between the deposits and the ad
vances of the banking institutions have natu
rally resulted in a considerable shift in the 
composition of the supply of central bank 
money. During the first few months of 1965 
the credit allowed by the Bank of Finland 
to the banks amounted to 300-400 million 
marks, but at present the rediscounts of the 
banks have already reached the level of 
GOO-700 million marks. 

In view of the present situation and the 
limited prospects of an improvement next 
:-rear, the Bank of F'inland has considered 
it necessary to continue a strict credit policy. 
The Bank of Finland thus announced on 
September 11, that the banking institutions 
should maintain the growth rate of advances 
below 6 per cent from November 1, on which 
date the new instructions took effect. The 
period during which the latest instructions 
will be operative has been fixed at November 
1965-April 1966. The banking institutions 
were instructed that at the end of April 
1966 advances should be no more than 13 
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per eent above the level at the end of 1964. 
In arriving at this limit, the fact that sea
sonal requirements of credit are greater in 
spring than in autumn was given due con
sideration. The rediscounting· banks will be 
allowed to exceed the previous rediscounting 
limits only on condition that they (lomply 
with these requests. In that ease, the savings 
bank!:! and the co-operative credit societies 
will eaeh be dealt with as separate groups. 
If the rediscounting banks adhere to these 
rules, the penalty interest charged within 
the specified period will be repaid, and if 
rediscounts remain below this limit, they 
will be allowed reductions on the basic rate 
of interest for rediscounts. 

The new credit policy instructions will in 
all probability slow down the growth of 
total demand and thus indirectly induce an 
improvement in the balance of payments. 
On the other hand, it is obvious that when 
monetary policy becomes more restrained, its 
deflationary effects will be pronounced. For 
this reason, other measures to reduce ex
penditure on imports, as ,veIl as travel ex
penditure abroad (see Item), have been im
plemented. At the same time there are plans 
for more effective incentives to stimulate 
exports. At present, however, the need for 
measures is dependent on certain important 
developments in the near future that will 
affect the economy. What the budget, now 
being debated by Parliament, will contain 
its final form is by far the most relevant 
factor. Another significant factor relates to 
the collective wage agreements which will 
expire at the end of the year. New wage 
negotiations are already under way. Al
though it is not possible to forecast the 
outcome of these negotiations, it is fairly 
obvious that the increase in wage rates will 
decisively affect price developments next 
year, and thus the conditions under which 
domestic industry will be operating in 1966. 

November 5, 1965 
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I, BALANCE SHEET 'I 

Assets 

1 

Ordinary note coveT , . , , , .............. , 
Gold ............................. . 
Foreign exchange ..... , ......... , .. . 

I 
Foreign bills ..... , . , ... , ... , ... , .. , 
Foreign bonds , . , ............. , .... . 

'1 Supplementary note cover ····,·,·······1 
I Inland bi!ls discounted i 

I 
In foreign currency . . ............ . 
In Finnish currency ............. . 

Rediscounted bills ................. . 

Other assets ......................... . 
Finnish bonds ..................... . 
C~eque ac~ounts .................. .. 
Flnnlsh cOIn ...................... . 
Other claims ...................... . 

Total 

Liabilities 

NOles in circulation ................... . 

Liabilities payable on demand ......... . 
Foreign exchange accounts ......... . 
Mark accounts of holders abroad .... . 
Cheque accounts 

Treasury ....................... . 
Post Office Savings Bank ......... . 
Private banks ................... . 
Other ........................ .. 

Other sight liabilities ............. . 

Term liabilities ...•................... 
Foreign ........................... . 

I Finnish ........................... . 

I Equalization accounts .. ............... . 

! Bank's own funds . .. " ............ " .. 

I 

Capital ........................... . 
Reserve fund ...................... . 
Profits undisposed ................. . 

1 ST:::~:T::O~"I~~:7 
Right of note issue 

I 049.7 
189.6 
783.8 

29·7 
46.6 

570 .7 

55.2 

67.1 

448.4 

97·4 
35.8 
2·5 
3·8 

55-3 

1717·8 

I 002.7 

I86.8 
84·7 
28·5 

5·4 
49.6 
16.4 
0·7 
1.5 

55·4 
54·3 

1.1 

26I.8 

2II.I 
100.0 

84·8 

1717·8 

Ordinary cover . . . . . . . . . . . . . . . . . . . . . . . I 049.7 
Supplementary cover 

(Upper limit 500 tnill. mk) ......... 500.0 

Total I 549.7 

Note issue 

Notes in circulation .................. . 
Liabilities payable on demand •........ 
Undrawn on cheque credits ........ " .. 
Unused right of note issue ........... . 

Total 

1002·7 
186.8 

5·0 
355.2 

1549·7 
Rediscount rate since April 28, 1962. 7 per cent 

946.0 

144·9 
734.2 
24.8 
42.1 

472 .9 

60.4 
24·3 

388.2 

I09·4 
34.6 
4.2 

9·7 
60·9 

152 8.3 

92 7.3 

69·3 
19.2 
26.9 

4·3 
14·2 

2.8 
1·9 

59·7 
58.6 

1.1 

268·3 

203.7 
100.0 

84·8 

946.0 

472 .9 

1418·9 

92 7.3 
69·3 

5.0 

417.3 
1418.9 

742 .7 
187·9 
475·9 

48.9 
30 .0 

767.2 

49·9 
16.6 

700.7 

I39·7 
36.5 
1.7 
6.1 

95·4 

1649.6 

962.9 

132 .0 
69.6 
13·2 

15·1 
8·3 
0.2 
2·7 

22·9 

60.0 
48.4 
11.6 

274. I 

220.6 
100.0 
97·9 

742.7 

500.0 

1242 .7 

962.9 
132.0 

5·3 
142 .5 

1242.7 

760.3 
187.9 
493-5 

48·9 
30.0 

7I 4· I 

49·9 
18·7 

645·5 

I4 I ·9 
32 .8 
2·5 
6.2 

100·4 

1616,3 

957·9 

I24·8 
77·4 
12·9 

1.2 
5.8 
4.1 

1·3 
22.1 

60.0 
48·4 
II.6 

252.3 

22I·3 
100.0 
97·9 

500.0 

1260·3 

957·9 
124.8 

4·5 
173·1 

1260.3 

756.2 

187.9 
489·3 

49.0 

30 .0 

7I 4·3 

48.7 
20.6 

645.0 

I28.I 
34.0 

2.6 
6·4 

85.1 

1598.6 

952.3 

I 25·0 

73-8 
12.8 

1.7 
3·9 
9·4 
1.3 

22.1 

60.0 
48.4 
II.6 

239·3 
222.0 
100.0 
97·9 

24·1 

1598.6 

756•2 

500.0 

1256.2 

952 .3 
125.0 

4·4 
174·5 

1256.2 

782.3 
188.0 
515.5 
48.8 
30.0 

763.8 

48.2 
25·9 

689·7 

I3I.8 
34·8 

3·0 
6.4 

87.6 

1677.9 

959·3 

I44·o 
77·0 
12·7 

2.0 
20·4 
8.8 
1.1 

22.0 

60.0 
48.4 
II.6 

292 •1 

222·5 
100.0 
97·9 

24.6 

1677.9 

959·3 
144.0 

4·0 
175·0 

1282·3 
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Gold and foreign accounts I Treasury I 
! 

End of 
Gold and I Liabili~ie8 I 

year and Foreign Other Other 
Net 

Bills Other I Liabilities, 
Net claims 

month foreign I on foreIgn exchange foreign foreign 
foreign 

and claims, Cheque on the 
assets Treasury exchange exchange reserve assets liabilities (3+4-5) bonds net account 

accounts (1-2) 
I 

(7+8-9) 

1 2 3 4 Ii 6 7 8 9 10 

I 1957 384.3 45·7 338.6 1765 201·9 313.2 160.2 - 39·7 51.4 69.1 

1958 575.6 21.8 553.8 126.2 160.1 519.9 90·3 - 51.6 71.5 - 32.8 

1959 730.7 21.2 709·5 92·5 158.4 643·6 103.3 37.6 64.2 ,6., 

1960 686.0 40.6 645·4 67·0 142·7 569.7 37·5 32·4 61·9 8.0 
1961 691·5 13·4 678.1 87·5 128·4 637·2 27·' 5;9 1.1 32.5 
1962 637·7 17.1 620.6 67·7 114·9 573·4 - 28.9 5·5 23·4 
1963 752.2 18.2 734.0 65·6 100·5 699.1 - 18.9 0.2 18·7 
1964 973·4 84·7 888·7 76.3 82.8 882.2 - 8.9 5·4 3·5 

I 

1964 I 
Aug. 901.0 19·0 882.0 64·3 86·3 860.0 - 18·9 3·3 15·6 
Sept. 879.1 19·2 859·9 66·9 85·5 841.3 - 18·9 4·3 14.6 
Oct. 894·4 20.8 873-6 71 •8 82.8 862.6 - 18.9 7·7 II.2 
Nov. 913.0 40.1 872.9 n6 85·7 864.8 - 8·9 4·7 4.2 
Dec. 973·4 84·7 888·7 76·3 82.8 882.2 -- 8·9 5·4 3·5 

1965 
Jan. 991.6 94·7 896.9 75·1 70.8 901.2 - 8·9 2·5 6·4 
Feb. 982.2 104.3 8n9 74·3 70.6 881.6 - 8·9 1·4 7·5 
March 904·8 102.0 802.8 69.0 70.0 801.8 - 8·9 - 8·9 
April 866.8 946 772.2 70.6 67.9 774·9 - 8.9 1.6 7·3 
May 776·5 74·4 702.1 67·5 65·9 703.7 - 8·9 - 8·9 
June 688·9 55.8 633.1 86·9 64·3 655·7 - 8·9 28·9 - 20.0 
July 697·3 39·1 658.2 83-4 64·7 676 9 - 8·9 1.4 7·5 
Aug. 710.2 70.9 639·3 82.2 64 0 657·5 - 8·9 6.1 2.8 
Sept. 663·8 69·6 594.2 78·9 61.6 6II·5 - 8·9 15.1 - 6.2 I 

I 
I 

For e i g n e x c han g e • i t u a t ion, mill. m k ! 
I 
I Net holdings, Dec. 31, 1964 Net holdings, Sept. 30, 1965 I Change in 

Bank of I Other 
I 

Total Bank of 

I Other 
I 

Total ! September I Jan.-Sept. Finland Finland 

Gold ........................ 273 - 273 271 - 271 - -2 
Convertible currencies III. I ••• 708 -74 634 418 -60 358 -35 -276 
Other currencies .............. -9 I -8 -12 2 -10 -3 -2 

Gold and foreign exchange ...... 973 -73 899 677 -58 6I9 -38 -380 

Gold tranche position in IMF .. 46 46 - -
Total ........•............... 945 665 -38 -380 
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Finnish c red i t institutions I a th er 

End of iLiabilities, Cheque accounts I , 
Notes in 

vear and Redis- i Net claims Inland Net claims circulation , month -=ounted 

I 
Post OCfice Mortgage on the bills in Other Liabilities on the rest 

! bUb Private Savings Bank of banks l<innisb advances of economy 
banks Bank Finland Oy (1-2-3-4) currency \6-t-7- 8) I I I 

I 
I 2 

I 

3 I 6 I 6 7 g 9 10 

I 
1957 249.1 24·1 - -0·4 225·4 129·1 144.2 5·6 267·7 606·4 
1958 187.1 14·7 - 20.8 151.6 88.2 143·0 5·3 225·9 650.8 

I 1959 47.2 38.6 
, 

2·5 6.1 38·9 105·0 3·9 140.0 694-4 -' 

I 
1960 205.1 16.8 - [.6 186·7 72.3 109·5 3·5 178·3 727.4 
1961 294·6 44.7 1

) 4.4 1
) 12·5 233.0 70.8 10'7·3 2·9 175·2 837.1 

1962 401.2 - 4·0 53·3 0.8 351.1 33·5 99·6 4·1 129·0 774-4 I 
I~63 325.3 1·3 319·8 I 3·0 1.2 57·2 94-4 1.7 149·9 943·7 

I 1964 448.4 16·4 49.6 0.6 381.8 67.1 103.0 1.6 168·5 1002·7 

i I 

1964 I 
Aug. 389.7 3·7 30.8 1.6 353·6 17·9 104.7 1·3 121·3 928.2 
Sept. 388.2 -1.6 14.2 1·3 374·3 24·3 103.9 3·4 124.8 927.3 
Oct. 407.7 -7·1 33·5 0·9 380.4 41.6 105.8 0·9 146.5 964.0 
Nov. 394.2 -6.8 5·4 1.0 394·6 55.6 1I1.2 3.1 163.7 989.9 
Dec. 448.4 16·4 49·6 0.6 

I 
381.8 67.1 103.0 1.6 168·5 1002·7 

I 1965 , , Jan. 357·3 5·9 2·5 1.2 347·7 48·3 1I8.8 32.9 134.2 910•2 
Feb. 416.6 18.1 1.6 LI 395.8 48.4 114·1 34.2 128.3 959.2 
March 431·7 19·5 0.6 2.0 409.6 40.0 134.2 32.3 141.9 921.3 
April 548.5 I 0.8 19·3 1·4 527.0 23·6 125.0 31.9 I16·7 958.1 I May 596.8 -0.8 0.8 1.1 595·7 I1.8 141.6 32.2 121.2 983.7 
June 7768 10.0 41.6 2.l 723.1 7·6 134.6 32.6 109.6 1010·3 
July 646.1 4·4 10·7 2.2 6288 9·5 138·5 32.6 I154 9655 
Aug. 644·7 1.2 7.0 2·7 633.8 7.0 137·3 31·5 II2.8 957·5 
Sept. 700.7 0.2 8·3 2.1 690.1 16.6 137.0 34·0 II9·6 962.9 

') Including cash reserve accounts 

Mi II. mr:k'--________ ,--_______ ---, 
Mill. rm.!!.k"--------,------!-"T------..--------r 

I \ , 

1100 

100·0 

900 

80 0 0:-'" ..... --~ ...... 

700 

600 

500 
:i 

196J.t 1965 

600 

.500 

400 

, 
I 

.... ,-' ,. -,- '"'' 

, \oJ , , 

, ... ~ 
300 I'" , ..... - Net claims on banks 

" I 
200 

100 Net claims on Treasu r'i 

0~~~~~~~1~~v_~~. 
- I 00 L...L.L..l......L 1..L..L1--L....J.-JI-LL...L.l...L..l......L f..LhLLL..!_ 

1964 1965 ...... _. __ .. i 



6 No. II, 1965 

DEPOSITS BY THE PUBLIC - FOREIGN EXCHANGE RATES Mill. mk 

I Sight deposita 

! 
End of 

year Cheque accounts 
and Postal 

I 

month giro 
commer-I All credit accounts· 
cial banks institutions 

\ 

1 I 2 3 

i 
1954 349.1 421.1 132.2 
1955 365.9 442·8 II8·S 
1956 386.1 459·6 138·4 
1957 377.1 461·4 139·3 
1958 395·7 49S·8 167·7 
1959 557·5 678.1 140·9 

I 
1960 550.8 680·7 135·9 
1961 577·9 720.8 143.8 
1962 649.0 800.8 168·5 
1963 

I 
715.3 876.0 250·3 

1964 683-3 855·4 296.5 

I I 1964 

I 
Sept. 667·5 826.8 281.0 
Oct. 643·6 791·4 256.2 
Nov. 668.8 833·3 284·8 
Dec. 68).3 855·4 296·5 

I 
1965* 
Jan. 669·9 822.1 285.0 

I 
Feb. 632.2 775.8 367.3 
March 680·4 837.5 320•1 

j April 629·5 783.0 294·8 
May 678.6 853.8 296.0 
June 661·7 823.9 279.2 
July 646·7 803.4 247·5 
Aug. 695.1 866·7 239·6 
Sept. 688·3 866·7 248.9 

I Index-tied 
deposits High-

I 
End of 

I 

interest 
month 

100 % 50 % dopos-

clause clause 
its 

1964 
Dec. 1167.9 118·9 591·7 

1965* 
Jan. 1312.9 113·3 592·5 
Feb. 1386·5 99·1 591.0 
March 1462.8 82·4 603·3 
April 1506.3 75-3 611.6 

I 

May 1484.1 73·5 628.8 
June 1454·9 73-8 654·4 
July 1473.8 72.3 664·8 
Aug. 1492.4 70.1 674·5 
Sept. 1489. 1 I 77·9 69°·2 

Term deposits 

Post 
Savings I 

I 
I Co-op. I I crerut depart- i . 

Commer- Savings societies /11 I Office ments of I. All. "re.da 

I cial banks banks their' cen-I Savings co .. op. InstItUtlonp 

tral bani< Bank 
I stores I 

4 5 

I 
6 7 I 8 

I 
9 

834-4 921.7 520.5 300.8 I 134·2 2712.0 

977-9 1085·4 611.4 330.7 152.6 I 3 1S8·4 
968.1 1124·0 635·3 341.6 160.1 3229·5 

1032.2 1178.6 671.J 339.6 168.2 3390.1 
1222.6 1 312.6 742·7 38I.7 191·9 3 851.8 
1505.5 1525.5 860·3 431.2 219.1 

I 

4541.9 
1813.6 1798•6 1052.5 485-2 254·3 5404·5 
2105.9 2079.6 1241.0 558.2 285·3 6270.3 
2270·4 2210.8 1325·5 606.6 293·2 6706.7 
2441.0 2336.6 1448.0 648·5 310·7 7 185.0 

2816·7 2614.7 1681.4 713.8 331 4 8158.2 

i 
I 

I 

I I 
2610·9 2469·8 I 583.8 667·8 316.1 7 648.5 
2630.2 2483.0 1591.5 673.1 320.5 7 698.5 
2662.7 2S15·4 1621.2 676·7 323·4 7 800.0 
2816·7 2614.7 1681.4 713.8 331 .4 8 158.2 

: 

2849.8 2666.0 17II.1 723.5 334.6 8285·2 
2885.6 2715.3 1760.2 734·6 339·9 8435.8 
2917.3 2756•0 1800.1 744·5 I 344·9 8562.9 
2936.0 2760.1 1815.0 739·6 343·5 8594·4 
2959.6 2765.6 1 831.7 732.2 341.9 8631.2 
2954·1 2733.2 1811.8 726.4 339.1 8564.8 
2979·8 2750.6 1803.2 731.1 338·S 8620·9 
2980·9 2767.5 1832.6 728.5 337·9 8 647.4 
2987.9 2790.6 1852.5 732.7 343·4 8707.2 

Selling rates for foreign exchange 

Oct. 30, [965 

mk 

New York. ... IS 3·224 Zurich ....... 100 Fr 

Montreal ..... I S 3.000 Paris , ....... 100 FF 

London ...... 1£ 9.040 Rome ........ 100 Lit 

Stockholm . .. 100 Kr 62·39 Vienna .. . .. rooS 

Oslo ......... 100 Kr 45.14 Usbon 0 ••• o. 100 Esc 

Copenhagen .. 100 Kr 46.75 Reykjavik .... 100 Kr 

Frankfurt o.M. 100DM 80.60 Madrid ...... 100 Pta 

Amsterdam. " 100 FI 89·56 Moscow, clear.1) 1 Rbi 

Brussels .. , •. , 100 Fr 6·492 Clearing dollars 2) 1 CI $ 
.) Bucharest, Peking. 
0) Ankara, Athens, Berlin, Bogota, Budapest, Prague, Sofia, Warsaw. 

! , 

! 

I 

I 

Total 

(2+3+9) 

10 

3 265.3 
3719·7 
3827·5 
3990.8 
4 SIS·3 
5360·9 
6221.1 

7 134.9 
7 676.0 
8311.3 
9310.1 

8756·3 
8746.1 
8918.1 
9310.1 

9392·3 
9578.9 
9720.5 
9672.2 
9781.0 
9667·9 
9 671.8 

9753·7 
9822.8 

mit 

74.64 
65;80 

0.5163 

12·49 
II.27 

7·50 

I 
I 

i , 

I 
I 
I 
i 

I 

5.42 

3·5667 
3·21 
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ADVANCES TO THE PUBLIC - MONEY SUPPLY 

7 

Mill. mk 

Granted by I Types of advances 

! 

I 
I 
I 
I 

I 

End of 
Post Office I Co-op. i 

year atld 
credit I Loans 

month Cammer .. Savings societies & Mortgage & 
ciaI banks banks 

Savings I 
Bank their cen- banks Bill. 

I 

1 2 

1954 1289.6 824·5 
1955 155H 964·5 
1956 1626.6 1028·3 
1957 1603.8 1066·4 
1958 1745·4 I 154.8 
1959 2096·9 1327.2 
1960 2604.6 1549·3 
1961 3 048.0 1817·6 
1962 3299·9 2018.5 
1963 3472.5 2134·5 
1964 3916.4 2318.0 

1964 
Sept. 3761.2 2268.8 
Oct. 3791.0 2296.0 
Nov. I 3819·3 2322.2 
Dec. 3916.4 2318.0 

! 

1965* I I 
I 

Jan. 3900.7 2337.6 
Feb. 3944·4 2357·1 
March 4 049.1 2379·6 
April 4 187.6 2396.9 
May 4 196.4 2433·6 
June 4 234.0 2448.2 
July 4 202.3 2473.6 
Aug. 4 210.8 2492.5 
Sept. 4 184.9 2547·9 

Mill. mr-k __________ ..., 

1200 

1000 

800 

600 

400 

200 

Term deposits 
b'j the public 

01""------------1 

I traI bank . 

3 4, 5 6 

221.2 647·0 127·7 2915.1 
248.7 728.7 136.0 3398.0 
262·3 767·6 146.9 3578.0 
260·5 780.6 157.2 3630.0 
290 .3 835.1 219.3 4 0II ·5 
331.4 967.3 325.8 4772.7 
395.0 1176.0 452.2 5861.9 
436.8 1462.7 515.2 6928.2 
508.7 1600.6 614.7 7 680•8 

544·0 1757·7 664·3 8226.2 
607.7 2057.5 829.4 9320.5 

601·3 1949·4 787.2 8967.3 
6II.6 1983·7 810.2 9 067.4 
607.8 2028.0 824.7 9 203.3 
607.7 2057.5 829.4 9320.5 

i . i 
614.6 2078.1 827.5 9342·4 
623.6 2100·4 830.1 9437·5 
633.0 2128.6 838.0 9594·4 
637.0 2 170.2 843·0 9786.3 
647.6 2208·7 850·4 9917.8 
655·5 2240.9 862.8 9994·7 
681.0 2270.7 868.0 10066.1 
689.2 2302.2 87I.7 10120·3 
697·3 2323.4 876.2 10.186·7 

Mill. mrk _________ ..., 

1200 

1000 

800 

600 

400 

200 

Sight and term deposits 
b'j the public 

o F-C------.---~ 
I I I I 1 I I I ! ! ! I 

Total 
Money 

Cheque (1 to 5) 
Supply 

credits (6 and 7) 

7 I 8 9 

194·9 I 3 110.0 995·6 
234·3 3632.3 1043.0 

253·7 3831.7 1160.0 

238.5 3868·5 1170·7 
233·4 4 244.9 1302.3 
275·9 5048.6 1448.4 
315·2 6 177.1 1494.6 

352.1 7 280.3 1646.1 
361.6 8042.4 1722.5 
346.8 8573-0 1986·5 
408.5 9729.0 2042.5 

400.6 9367.9 1946·3 
425.1 9492.5 1933.0 
398.7 9602.0 2012.2 
408 .5 9729.0 2042.5 

416.1 9758.5 1939·8 
418.1 9855.6 2009.2 

433·9 10028.3 1996.6 
448.4 10 234.7 1947·9 
418·9 10 336.7 2039.1 
446.7 10 441.4 2023.9 
429.5 10 495.6 1946.9 
446.1 10 566 4 1990.0 
443·0 10629.7 1999·5 

Mill. mk 
,----------------, 

1200 
Advances to the publ i c 

1000 

800 

600 

400 

200 

0t--'~-------___i 

I 
I 
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STATE FINANCES Mill. mk 

I I 
Jan.· Aug. 

Expenditure 
I Jan .• Aug. 

, I964 I I96.5 
Revenue 

I964 I I965 

I
--ln-co--m-e--an--d-p-r-o-p-er-t-y-t-ax--(-n-et-'--.. -.-.-.-.+--1~0-11~~1-1--41 
I Gross receipts .. . . . . . . . . . . . . . . . (2 105) (2442) 

Interest on State debt ........... I 

Refunds and communal income tax (·1094) (·1301) Child allowances ................ . 

Other direct taxes ............. .. 
Sales tax ...................... . 
Impon duties .................•.. 
Revenue from Alcohol Monopoly .. 
Excise duty on tobacco ........ ,. 
Excise duty on liquid fuel .•...••. 
Other excise duties .............. . 
Tax on automobiles and motor cycles 
Purchase tax on motor vehicles .... 
Stamp duties •.................... 
Employers' payments for child allow-

ances ........................ 1 

Net receipts of price equalization by 
extra-budgetary funds ......... . 

12 
603 
322 

255 
190 
129 
62 

109 

168 

2 

II 
896 The State's share in national pensions 

344 Compensations to war-disabled ..... 
290 

201 Subsidies ....................... . 
215 
57 Net paymrnts o~ price equalization 

135 by extra-budgetary funds ....... . 
31 

109 

271 

State aid to agriculture ........... , 

State aid to communal and private I 
schools 

_ Net loss of State enterprises ..... . 

227 

152 

39 

41 

117 

227 

166 

92 

373 

4 

39 

350 

68 

: Other revenue similar to taxes. " .. 49 59 Maintenance of roads ............ . 85 102 
Total taxes 3 142 3 760 

Other current expenditure ........ . 

Interest and dividends 
Other current revenue 

51 
106 

72 Current expenditure ............ . 
138 

Current revenue ................ 3 299 3970 Real investments .............. - .. 

Capital revenue proper .. " • . .. .. . . 77 108 Oth . tal di er cap1 expen ture ........ .. 

1198 1427 

811 

400 
Decrease in inventories.. . . . . . . . . . . 68

1 
47 

I
I-::Ca:--p_it:-a_l_re_v_e_n_u_e __ .. _._._. _ •• _._._. _. _ .. _._._. -:-_1_4,-5+1 __ 1......;;,55 Capital expenditure ........ ..... . 

Total revenue ................... 3444 4125 Total expenditure .............. . 
External loans ................ " . . 180 13 Redemption of external loans ..... . 

1010 

3592 
27 

149 
3 

II 

190 

121I 

4 176 

70 

238 

: 

Internal loans ....•............... 212 295 Redemption of internal loans ..... . 
Loan. . . .. .. .. .. . .. . .. .. . .. . .. .. .. 392 308 Redemption of indemnity bonds etc. 3 

21 Short-term credit (increase +) .. +24 +34 Index premiums .. " ............. . 
Deficit (+) or surplus (-1 ...... --'78 +41 Redempdons .................... . 332 

4508 Total 3 782 4 508 Total 3782 

-------_ ....... _-_ .. _---
1962 I963 1964 1965 

Debt ---------

I July , , Sept.* Dec. Dec. Dec. June Aug. 

1 184' 

I 

External debt ... 803 963 1154 1140 1130 1122 

Ordinary loans •... 936 1109 1205 1238 1226 1261 1289 
Indemnity bonds etc. 18 II 7 204 204 204 203 
Shon-term credit. 61 160 325 396 362 359 356 

r-1ill.ml_ -T----r--l 
GOOO~ i I ... 
r. I Expenditure I ,~' 
;) 500 I (t!xc;.l. redemption) " ,- I 

I l' ..... ' ! 5 000 ~ .' 

1,500 ., •• ", •• - Revenue i 
(excl. loans) 

1 
~, o 

Cash debt (net) .. · . -125 78 23 35 74 73 
! Internal debt '" 890 1 358 1 560 1 873 1 866 1 897 · . 

- 500 

1 Total debt ·······1 I 693 2321 2744 3 027 3006 3 027 · . 
i Total debt, mill. $ 525.4 720.8 852.8 938.8 932.4 938.8 · . 

1963 
12-month lorals plotted to end of period 

1965 1964 
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FOREIGN TRADE 

__ V_8_I_u_e_m_i 1_1-,-' _m_k __ i _______ v_n_i_t_v_8_I_u_e_I_· n_d_e_x_e_s_I_9_6_2_=_I_OO,---__ ---,--______ I 

f I 
! Articles of export f. o. b. 

s : Period 

I 

urpuso _ 

I Article. I Term. 
; 

I 
imports i ! 

Imports Exports (-) Metal, en- of import of 
c. i. f. f. o. b. or exports I Round Wood 

I 

Poper gineering c. i. f. Trade 
(-+-) Total and hewn industry industry industry 

1 r I timber products product. product. i I I 

1 1 

! 
1961 3690.2 3374.0 -316.2 102 99 103 104 100 99 103 

1962 3928.7 3533·1 -395·6 100 100 100 100 100 100 100 

1963 3866·9 3 678•0 -188.9 102 96 104 100 lOS 101 101 
1964 4816.1 I 4 132.0 -684·1 

I 

108 109 III 104 113 103 lOS 

I 
I 

I 
Jan.-Aug. I I 

1963 2465.5 2 269.7 -19S·8 
I ! I 

1964 3093·7 2571.7 -522.0 

I 

! I 1965* I 3458·5 2848·9 - 609.6 1 

I 
I 

I i 1964 
I 

July I 362.9 368.6 + 5·7 I Aug. 390.2 349·3 - 40.9 108 III 112 105 113 103 lOS 
Sept. 422.3 408.4 - 13·9 
Oct. 418.8 400.8 - 18.0 I I 
Nov. 432.8 367.2 - 65·6 109 116 lIS 105 112 104 lOS 
Dec. 448.8 383.9 - 64·9 

r 
r 

I 
I 

, 
1 

I 
! I 

1965* 
I i 

i 

I 

! Jan. 383.9 317·3 - 66.6 1 Feb. 405.2 267.8 -137·4 

J 
112 114 II8 lOS 119 107 lOS 

March 4S5·1 337·S -117.6 
I April 434.8 341.3 - 93·S 1 I i 

May S30.0 395·2 -134·8 

J 
116 119 123 106 

I 
136 107 108 

June 434·0 404.8 - 29.2 
I July 428.3 398.2 - 30.1 

I Aug. 387.2 386.8 - 0·4 I I i 

Mill.mk Index -l1 Imports c.i·f· Exports fo.b. Unit value indexes 
1962 =100 

5000 120 

4000 115 

110 1 3000 
105 

100 
i 

£09.ca-J 95 Terms of trade 

----L-------'-

Cumulative --196Jt -- 1965 1963 1964- 1965 

2 9793-65 
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FOREIGN TRADE BY MAIN GROUPS Mill. mk 

I 1 
Imp 0 r t s, c. i. f. Exports, f.o.b. 

.1 
Period 

Raw ' Finished good. I Metal. en-I materials I Agri- I Round I Wood I Paper and pro- Fu~s and cultural anc;l hewn industry industry ~ineering Other 
d ucer lubncants Investment I Consumer products umber products producro Industry goods 
goods guOd8 goods product. 

1961 1711.2 329.9 1034·4 614.7 153·5 295·8 840.8 1539.1 
i 

386.3 158·5 
1962 1762.6 371.2 1144·9 650.0 144·5 189.5 770.3 1588.8 662.6 177·4 
1963 1827.5 373·3 1004·3 661.8 164.8 112.8 811.8 1752.2 613.8 222.6 
1964 2110·7 508.4 1395.8 801.2 230·4 89.8 895·8 2019·5 610·5 286.0 

I 
i i , 
IJan.-Aug. 

, 

1963 1160·9 212·9 660.8 430.9 102·3 71.0 463.2 1122·3 383.7 127.2 
1964 I 337.2 321.3 913.8 521.3 156·4 57.6 548.0 1287.9 351.6 170.2 
1965* 1521.5 328.0 1040.3 568,7 158.8 1 40.5 573·4 1409.1 454·9 212.2 

I 

, 
i ! 

I 1964 
: 

April 162·3 34·1 148.5 103.9 27·9 2·3 49·5 165.1 75.6 19.1 
May 167.7 50.6 114·9 65·5 23·1 7.1 67·5 173·7 37.2 26·7 
June 182·9 31.0 126·7 71.8 17·5 8·4 97·1 163.0 55.0 25·4 
July 164.7 31.4 114·7 52.1 18.1 13·3 n6·9 156.6 40·9 22.8 
Aug. 182·4 48.0 109.6 50.2 19·9 14·9 95·7 166.8 28.1 23·9 
Sept. 187.8 44·4 123.4 66.7 17.2 n.6 97·4 186.1 68.2 27·9 
Oct. 179.1 36·4 131.7 71.6 16·7 9·0 89.0 192.1 67.5 26·5 
Nov. 202.8 54·7 105.9 69·4 1I.7 6·7 86.2 173·3 56·9 32.4 
Dec. 203.9 51·5 121.3 72.1 28·4 4·9 75.2 180.1 66.2 29·1 , 

1965* I Jan. 184·9 60·3 169.0 
I 

33.2 110·4 55·4 24·3 3·7 1 39·9 20.1 
Feb. 172.2 31.4 128.1 73-5 13·7 2.6 40.4 143·9 45·2 22.0 
March 199.2 46.0 126·7 83·2 25·6 2.2 37.6 188·7 60·7 22·7 
April 177·6 47.8 138.2 71.2 17.2 2·4 55.2 195.8 46·4 24·3 
May 209.1 34·4 188.1 98·4 29·2 

I 6.2 69·9 173·4 84·5 32.0 
June 195.1 48.7 124.1 66.1 18·4 6.1 89.2 185.0 73.1 33·0 
July 203.8 35.2 128.0 61·3 16.0 9·4 n6·5 170.6 58.6 27.1 

I Aug. 179·6 51.3 96.7 59·6 14·4 7·9 104.3 , 182·7 46.5 31.0 

Inde¥x~ ______________________________ -. 
Volume of imports 1962=100 

Inder~x ______ ~ ____ ~ __________________ , 
Volume of exports 196.2=100 

150 

120 

100~~~~~~~~----~------~ 

80 

:: l . ..L __ .c.-,-O!l __ ' BJ....C_O_1e.L.--I 

1963 1964 1965 

March 1963 figures are affected by strikes. 

150 

120 

100r-7+~-----~-.~ 

aD 

60 

-40 f "'ood p,'oduds 

1963 1964 1965 
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EXPORTS OF SOME IMPORTANT ARTICLES 

I ! I I I 

i I 
Veneers Fibre 

Round Sawn and Mechanical Sulphite Sulphate Board building Newsprint Paper, 
Period timber timber plywood pulp pulp pulp board all kind. 

1000 1000 1000 1000 1000 1000 1000 1000 1000 1000 I 
solid cu. m stds cu. m tons tons tons tons tons tons tonI I 

I 
I 

I 

I ! 

1961 5955 1106 329 160 872 569 

I 

154 146 846 1806 
1962 3 681 1010 357 150 828 731 153 152 I 870 1980 

1963 2108 384 861 893 161 I 882 2126 
! 977 173 171 1 

I i i 1964 1319 990 440 175 971 
I 

979 
I 

194 165 

I 

989 2309 , 

I 
I I I 1 

i Jan.-Aug. I I 
i 1 

I 

I 

1963 1379 

I 
558 245 II2 503 588 I III 100 547 1351 

I 1964 876 6II 275 II4 647 625 114 107 604 1478 

i 1965* 575 545 294 104 615 687 II5 98 686 1620 

I 
I 

1964 
I April 26 42 38 15 i 81 64 16 16 79 197 

May 122 69 43 13 I 82 97 14 15 81 195 
June ! 143 122 31 20 87 84 15 12 83 182 
july 218 156 31 II 69 67 13 10 76 195 
Aug. 202 125 27 12 90 75 15 10 76 188 
Sept. 169 n6 39 14 82 91 15 13 96 201 
Oct. 140 97 41 17 86 97 17 15 100 219 
Nov. 76 93 41 13 77 73 20 15 97 219 
Dec. 58 73 44 17 79 93 28 15 93 192 

1965* i 
Jan. 62 52 44 13 91 95 13 14 83 189 
Feb. 35 25 37 IS 60 54 14 14 75 190 
March 26 22 37 IS 92 82 IS 10 81 209 
April 31 41 

I 
41 16 78 91 16 16 101 225 

May 109 63 40 II 68 100 IS 12 80 198 I 

June I 79 91 39 14 74 94 14 13 93 203 

I 
July I 131 137 24 9 75 81 14 8 79 193 
Aug. I 102 

I II4 32 II 77 90 14 II 94 213 

Mill. solid cu.m 1000 stondards 1000 tons 1000 tons 

Raund timber Sown timber Chemical pulp Paper 

1200 .2000 2500 

.2 1000 2000 
1500 

800 
1500 

600 

400 
1000 

200 500 

0 L-J 0 
Cumulative exports -- 1964 --1965 
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FOREIGN TRADE BY COUNTRIES 

Area and country 

, 
Sterling area .......... . 
U cited Kingdom ....... . 

Other OECD countries 
in Europe ......... . 

Austria ...........•..•. "1 
Belgium-Luxembourg ... . 
Denmark .............. . 

1 

France ................. . 
Western Germany ...... . 
Italy .................. . 
Netherlands ......... , .. . 
Norway ................ . 
Portugal .............. .. 
Spain ................. . 
Sweden ................ . 

I Switzerland ............ . 

I 
Eastern Bloc .......... . 
China ................ .. 
Czechoslovakia ......... . 
Eastern Germany ....... . 
Poland ................. . 
Soviet Union ........... . 

U.S. and Canada ..... . 
United States .......... . 

Latin America ........ . 
Argentina ... ', ... ' ..... . 
Brazil .......... . ... , .. 

I Other 
Grand total 

of which 
EFT A countries ......•• 
EEG countries •••.•••••• 

Inde" 

11949.100 

250~ 
.240 -

.230 

220 

210 

.200 

196/ '62 '63 '64 

Imports, c.i.r. Ezports, r.o.b. 

Whole year '1 __ -,.J._an_._-_A_U_g. ___ .I __ W_h_O_le,--ye_a_r _I Jan. - Aug. 

1963 I 1964 1964 I 1965* 1963 I 1964 I 1~64 I 1965* 

% % % 
15·8 15·3 15·5 
15.3 14.8 15·0 

53.0 

0·7 
2.2 

3·3 
4·3 

18.0 
2.0 

4·7 
1.6 
0.2 

0·4 
II·9 
2·9 

21·7 
0.2 

0·7 
1.1 
2.0 

16·9 

H 
4·9 

2·9 
0·5 
1.6 

1·3 
100.0 

52·7 
0·7 
2.0 

3·0 
5·5 

17·3 
1.8 

4·0 
1·5 
0.2 

0·5 
12·7 
2.8 

2204 

0·4 
0.6 
1.0 
2.0 

17.6 

5.0 

4.8 

3·0 
0·3 
1.6 

1.6 
100.0 

51.8 
0·7 
1.9 
3·0 
5·2 

17·5 
1.9 

3·7 
1.6 
0.2 

0·5 
12.2 

2.8 

22·4 
0·5 
0·7 
1.0 
1.8 

17·6 

s.J 
5·1 

3·2 
0·5 
1·7 

1.8 
100.0 

% Mill.mk 

15·5 537·3 
15.0 520.2 

55·7 
0.8 

2·3 
3.0 

4·5 
19·7 I 

1.9 
4. 1 

1.8 
0.2 
0.6 

13·4 
2·7 

18.8 

0·4 
0·7 
0·9 
1.6 

14·6 

H 
5.2 

2·3 
0·4 
1.1 

2·3 
100.0 

192 4.7 
26·5 
81.2 

103.0 
155.0 I 
680.1 

67·4 
141.8 
60·9 

8.2 

19·3 
465.0 

92 .7 

651.6 

13.6\ 
25. 1 

31.9 I 
56·5 

503·6 

79·9 
14·0 
36·7 

79·9 
3458.5 

% I % 
23.61 25·3 
21.5 23.0 

43·9 
0·3 

3·3 1 

3·5 1 

5·0 
12.0 
3.2 

6·3 
0.8 
0.1 

0·9 
5·7 
0·7 

20.8 

0·5 
0·9 
1.0 

1·7 
16.0 

5·4 
5·2 

2·9 
0.6 

0·7 

3·4 
100.0 

45-9 
0·4 
3·5 
3·7 
5.8 

11.6 
3.0 

6.8 

0·9 
0.1 

0·9 
6·4 
0.8 

17·5 
0·5 
0·4 
1.0 
2.0 

12.1 

5-9 
5·7 

2·7 
0.8 

0·5 

2·7 
100.0 

% 
26.0 
23.6 

45.0 

0·3 

3'41
1 

3·7 
5·5 

1I.4 ! 
2·9 I 
6.71 
0.8 i 

i 
0.1 

0·9 
6·5 
0.8 

17.0 

0·4 
0·5 
1.1 

1.9 
II·5 

6·3 
6.1 

2.8 
0·7 
0·5 

2·9 
100.0 

% I 2)·9 
21.7 : 

44.6 
0.2 

3·2 
4.0 

4·5 
11.4 

3·1 I 6.1 
1.1 

0.2 'I 
0·9 
6·9 
0·7 

19·9 
0·5 
0.6 

0·9 
2.6 

14·3 

6·4 
6.2 

2·7 
0·9 
0·4 

2·5 
100.0 

Mill.mk 

680.6 
618.8 

1269.6 

7.0 

92 .4 
II3·8 
128.0 

32 3.9 
87·5 

173·2 
100.1 

6.1 
27.0 

196.0 
18.8 

566.2 
14·7 
16.0 
25.2 

75. 1 

4
0 7.31' 

183.0 

176·5 I 

76.4 
26·3 

9·9 

73.1 

2848.9 

36.0 35·8 35.6 36.9 1 276.6 32•6 35·4 35·9 34·8 
28·3 

990.6 
806.0 31•2 30.5 30.2 32.5 1125·6 29.8 30 .6 29·9 

.£ 0ll- scale 

index 

1964 1965 

Index 

oct. 1951 = 100 

190 

180 

170 

160 j 

l 
L"" soale ~ I 

] 

150 L 
l-L.J--L..l.-JLLJLLI .1.1 .LI-LLI .L i " 1 "J 1964 1965 

L-____________ ------------------------------------------------. 
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PRICE INDEXES 

_. 

I Period 

i 
I 

1962 
1963 
1964 

1964 

I Sept. 
Oct. 

I 
Nov. 

1 Dec. 

I 1965 
1 Jan. 
Feb. 
March 
April 

I:~ 
1 

July 

I Aug. I 
Sept. I 

Period 

1962 
1963 
1964 

1964 
Sept. 
Oct. 
Nov. 
Dec. 

1965 
Jan. 
Feb. 
March 
April 
May 
June 
July 
Aug. 
Sept. 

Who Ie. a I e p ric e I r949 = 100 

1__ Stage of processing , ! Origin Purpose jn.-I I I I More I Total 1m- Pro- 1 Machin- Con- Raw Simply elab-
index 

ti I ported ducer ery & sUmer materials processed i orately 
good •. goods goods tran!port goods and c;~m-I goods i processed 

, equlpm. I modlUes , goods I 

I I 
I I ! I 

203 205 196 209 I 203 197 217 200 198 
210 212 201 

I 
214 2II 205 226 203 205 

226 231 210 228 

I 
214 227 250 218 218 

I 
I ! I I 

I 230 235 
I 

212 233 217 230 256 222 220 
232 237 212 236 217 230 260 223 220 I 
233 238 213 238 

I 

220 230 260 225 222 
235 240 213 238 222 233 263 225 224 

I 
I I I I i 

235 240 216 240 222 231 264 228 222 
235 240 216 240 222 232 264 228 222 
236 242 216 240 222 235 266 229 223 
236 242 213 240 222 234 268 222 222 
236 242 213 242 223 231 268 229 222 
236 242 213 242 223 231 266 229 222 
237 243 213 242 224 233 269 228 223 
236 242 214 242 224 232 267 228 223 
236 241 I 213 241 224 231 265 228 223 

Building cost. 
1951 = roo 

Workers' \ 
Total Building averalte 

material ho~rly I 
earntng& 

I 

I 
132 1I4 156 

140 u8 171 
ISO 120 192 

I 

152 121 198 
153 122 200 
153 123 198 
154 123 199 

156 123 202 
156 123 204 
157 125 207 
158 125 210 
159 

I 
125 212 

159 125 212 
159 125 209 
159 125 212 
159 125 210 

1

1

---- COl t 0 f I i_~ n

l 

g o.ct. 1195._' _=_IO-,-~ __ .. _. i Con. u mer p ric e I Oct.-Dec. '957 = 100 

I 
I Heating I 1 

Total FOOd-, Rent and Clothing I Other 
I 

stuffs lighting 
1 

stuffs I lighting .l I 

, I 1 1 ' 
Heating 

Total I Food- Rent and Clothing 1 Other I 

I ! I 

147 156 327 103 90 143 lIS lIS 121 100 1I2 II7 

I 
154 164 346 108 93 151 121 120 128 105 II5 123 
170 184 364 II4 107 164 133 135 135 IIO 132 134 

I 
172 188 361 II4 108 167 135 138 134 III 134 136 
173 187 372 II4 108 167 135 137 138 III 134 136 
173 188 372 I14 108 167 136 138 138 III 134 136 
174 189 372 II4 109 168 136 139 138 III 135 137 

I 

I 
1 

175 189 372 II4 109 170 137 139 138 III 135 139 
175 190 372 U4 109 I 170 137 140 138 III 136 139 
176 194 372 114 108 171 138 142 138 III 135 139 
177 194 373 115 108 171 139 142 138 III 135 140 
177 195 373 II4 108 172 139 143 138 III 135 140 
178 197 373 1I4 109 172 140 J45 138 III 135 140 

\ 

1 

179 199 375 II5 109 173 141 146 139 III 135 141 
179 199 375 1I5 109 173 141 146 139 III 135 141 

\ 179 197 375 U5 IIO 174 140 145 139 III 136 142 
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PRODUCTION - INTERNAL TRADE 
! 

Commer-Inde" of industrial production 1959-100 Wholesale 
cial trade 

i Special indexes of manufacturing Total, timber volume 
Period 

I 
Invest- Other adjusted felling. inde" 

Total ment producer Consumer for normal 1000 
1 1 goods goods goods Wood I Paper I Metal I Other seasonal piled 1954- 100 
1 ! industry industry, industry variations cu. m 

I 

I 1962 
I 

I 126 I 47499 
i 

160 133 151 133 127 II4 141 144 133 

I 
1963 138 144 141 131 121 ISS 140 133 139 47780 169 

I 

1964* 148 149 154 135 128 170 148 J42 147 53200 156 
I 

I 1963 

I 
Dec. 132 134 138 119 121 149 131 124 144 4534 201 

1964* 
1 Jan. 147 ISS 152 132 121 164 153 136 142 5552 114 

Feb. 146 153 ISO 133 T32 164 151 135 142 6031 143 
March 144 147 ISO 131 125 163 147 136 146 6500 142 
April 156 159 159 147 ISS 171 158 151 144 5469 161 
May 142 141 147 133 131 165 139 136 146 I 1353 154 
June 142 149 144 135 141 144 145 140 147 1863 ISO 
July 115 81 127 100 122 169 85 108 ISO 1327 145 
Aug. 149 142 152 144 103 175 140 152 149 1846 170 
Sept. 161 167 166 147 125 183 167 154 ISO 2335 173 
Oct. 165 163 173 147 129 192 165 158 ISO 2926 169 
Nov. 161 166 170 142 125 184 164 ISS 151 3462 164 
Dec. 149 162 157 129 127 162 160 138 149 4536 183 

1965* 

I Jan. ISO ISS 159 129 127 176 154 136 152 4822 120 

I 

Feb. 152 163 158 134 136 174 161 139 153 6095 147 
March 168 177 176 149 157 197 174 156 152 6342 168 
April 152 ISS 157 140 144 168 154 145 154 5 674 188 

I May 158 156 166 143 147 186 158 148 154 11698 181 
June 147 159 149 140 133 ISO 158 144 159 2162 164 
July 120 

I 
97 131 103 118 174 96 110 157 1408 ISS 

Aug. ISS 142 161 146 112 187 144 154 154 2122 173 

Indexr---------------------------------~------_,--------------r_----------__, 

160 

150 

140 

130 

To~,,1 index of indus~rial., produc~ion, 1959 = 100 

1 1 1 1 1 

I 

I 
Adjusted for normal 
seasonal varia~ions 

I I I 1 I I 
£'09- scale j 

I 1 1 1 I 1°, I 1 I 1 1 I 1 

1961 1962 1%3 1964 1965 L _________________________ ---' 
March 1963 figures are affected by strikes. Seasonally adjusted series are corrected for estimated strike effects. 
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BUILDING - WAGES - TRANSPORT - EMPLOYMENT 
, Index of salary and wage earners' earning' I 

i Buildings completed, mill. cu. m Buildings 1957 = IOO 

I 
.. under 

1 construc- Wage earners in Period I Commer- tion at end All salary 
I Total 

I 
Dwelling Farm I cial and Official of period and wage 

I I 
houses buildings industrial buildings 

mill. cu. m earners Agri- I Manu-
premises culture Forestry facturing , 

I I 
I 

1 

1962 23.18 10.61 2.I5 7·II 2·31 25·53 132 ! 120 128 134 
1963 25·16 12.81 

I 
2.29 6.62 2·44 26.28 145 136 144 143 

1964 24·59 10·57 2·43 

I 

7.61 2.80 28.55 I 164 156 172 162 , 
j" 

1964 ; 

Apr.-June 4·93 1.83 0·31 1·91 0.66 29.45 164 154 177 162 
July-Sept. 6·57 2·47 0.85 I 1·74 1.05 30.77 165 149 I80 163 
Oct.-Dec. 8.68 3·97 1.04 2.60 0.69 28.55 169 165 164 167 

I I 
1965* 

I I 
Jan.-Mar. 4·56 1·93 0.23 1·77 0.50 28.08 176 176 180 174 
Apr.-June 5·57 2.03 0.40 1.72 

I 
1.18 32.67 178 173 181 177 

Railways Foreign shipping La bour input Unemployment 

Period Goods trucks loaded Vessels arrived I Vessels departed 1000 % of 
Thousands with cargo - I 000 net reg. tons man-month. total labour force 

1964 I 1965 1964 I 1965* I 1964 I 1965* 1964 I 1965* 1964 I 1965* 

Jan. I25 1I8 576 690 526 549 1854 1877 2'7 2.0 
Feb. 124 124 544 549 457 451 1851 1860 2·3 1.6 
March 122 144 533 679 388 493 1839 1 839 1.8 1.7 
April 138 138 588 721 488 601 1882 1884 '·5 1.7 
May 125 132 755 969 707 772 1920 1940 1.1 1.1 
June 128 129 994 1188 963 1109 1906 1955 1.2 1.0 
July 128 134 1156 1387 1252 1313 1772 1797 1.1 1.2 
Aug. 132 138 1072 1357 1109 1255 1862 1893 1.0 1.2 
Sept. 138 143 861 1124 873 956 1924 1.0 
Oct. 140 843 760 1928 1.3 
Nov. 135 909 682 1905 1·5 
Dec. II6 822 683 1866 1.7 

Index ,.-----------------------------------, Index 

Some indexes of industrial production adjusted for normal seasonal variations, 1959 = 100 

180 - 180 

160 160 

140 
Wood 140 
.industry " 

"-,, .... ~ , ....... . , 
'v' " 'I '" 120 " .. ..: 120 

100 100 
1963 1964 1965 1%3 19G4 1965 
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EXPIJANA.TIONS RELATING TO THE S'l'ATIS1'ICAL SECTION 

PRE_1963 VALUES ARE GIVEN IN THE NEW 
MONETARY UNIT, ONE NEW MARK BEING EQUTV
ALENT TO ONE HUNDRED OF THE OLD MARKS. 

BANK OF FINLAND 

Page 3. The items of the statement of the Bank of Finland 
are described in Monthly Bulletin No. lO, 1955, p. 2S. 

Page 4. O,her lorelgn as"tI = Foreign bills -+- Foreign 
bonds + Prepayments for exports. OTher loreign liabilitios = 
Mark accounts of holders abroad + Foreign term liabilities. 
Treasury bills and bonds: Including Treasury bond loan + 
Treasury bill covering certain IMF and IBRD account. 
(inCluded in Other daims). Other claims, net - Advances for 
stand-by stocks - Finnish term liabilities (Treasury). Foreign 
e"change situation: Gold holdings are valued on basis of the par 
value of the mark. Gold tranche position measures that part of 
Finland's quota which may be drawn essentially automatically in 
convertible exchange against payment in marks. 

Page 5. Other aavancel = inland bilh, ID foreign currency 
+ Cheque accounts (assets) + Other claims excl. Treasury's 
IMF and IBRD bill, Prepaymento for exports and Advances 
for stand-by .tocks. l.iabilj,je.. - Other cheque accounts 
+ Other sight liabilities + Other Finnish term liabilities 
- Account of the Mortgage Bank of Finland Oy.
Diagrams. Left: Net claims on other than banks ... Net 
foreign as.ers + Net claims on the Treasury + Net claims 
on the rest of economy + Finnish bonds + Finnish coin -
Bqualization accOUnt. = Notes in circulation + Bank', own 
funds - Net claims on the banks. 

DEPOSITS BY THE PUBLIC -

ADV ANCES TO THB PUBLIC - MONEY SUPPLY 

Commercial bank and mortgage bank figures obtained from 
tbe official bank statistics, savings bank figures from the Central 
Statistical Office, other figures from the respective credit 
Institutions or their central banks. 

Page 6. CheqPlB accounts in all creelit inJritutions relates to 
commercial banks, savings banks, co-operative credit societies, 
and mortgage banks. Term deposits in all credit in.ftituti01IS 

includes a small amount of deposits in mortgage banks. Index
,jed depo.it! and high-intere., depo.it! are included in term 
Jeposits. 

Page 7. A-Io1lt"y $rtppl), Finnish notes and coins in 
drcularion -- Finnish notes and coins held by the banks + 
Cheque accounts of the puhlic + Postal giro DCcoun" of 
Ihe puhlic. 

STATB FINANCES 

Page~. Official monthly figures adjusted by the Bank of 
tlinland Institute for Economic Research. Revenue and expep,diturt.,' 
1\11 extra-budgetary fund. are included, anll figures are reported 
on a payment baals. - Annual figures will be published in 
separa'e articles. D,bl: Index-tied bond loans are given at 
their nominal values. Cash debt (net) = net debt to the Bank 
of Finland plus short-term debt to the Post Office Savings Bank 
minus c8sh holdings (net) of State departments. In principle, 
the change in this item = surplus (deficit) in the table on 
revenue and expenditure. The small divergence is due to the 
fact tha t the adiustment of the monthly figures is not 88 

accurate as that of the annual (December) figures. 

FOREIGN TRADE 

Pages 9-12. Figures supplied by the Board of Customs 
The unit value inde".' (P. 9): The indexes are calculated 
according to the Laspeyres formula. At the end of the year 
the arithmetic mean of the Laspeyres indexes corresponds to 
the annual level of the Fisher index formula. Seasonal variations 
are not eliminated. Terms of trade: the ratio of export indexes 
to import indexes. Foreign trade by countrj .. (p. 12): imports by 
countries of purchase, exports by countries of sale. 

PRICE INDBXES 

Page 13. Wholesale price index and Building cost ."de:.. 
calculated by the Central Statistical Office. Cost ol/ivi .. g index 
and Consumer pr':ce index calculated by the Ministry fur Socinl 
Affairs. 

PRODUCTION - INTBRNAL TRADE 

Page [4. Index 01 i .. d.mrial production calculated by the 
Central Statistical Office. The grouping by branches of industry 
is in accordance with the international nomenclature (ISIC). The 
weight of each group represents the ratio of its value added to 
the total value added of industrial production in the base year. The 
seasonally adjusted series is calculated by the Bank of Finland In
stitute for Economic Research on the basis of the index of indus
trial production per working day; for the method of calculation 
of series adjusted for normal and specific seasonal variations 
see Bulletin No.8, 1961, p. 18. Other seasonally adjusted series 
are calculated according to a method resembling the U.S. 
Bureau of Census Method II. Commodities according to use: 
investment goods weight 14.3, other producer good. weight 
57.0 and consumer goods weight 2.8.7. Special manufacturing 
indexe.: wood industry ISIC no. 2.5, weight 6.6, paper industry 
no, 27, weight 13.1, metal industry nos. 34-38, weight 23.S, 
and other manufactures nos. 20-24, 26, 2.8-33, 39, weigh! 
44.0. Commercial timber felling. calculated by the Ministry 
of Communications and Public Works. Beginning June 1964 
an additional series has been collected by a new sample method. 
As the compilation of old series has been ended, the figures 
since July 1965 have been calculated by extrapolating the level 
of old series with the percentage changes of the new series. 
These calculations have been made by the Bank of Finland 
Institute for Economic Research. Wholesale trade volume mdex, 
calculated by the MinIstry of Finance. Based on sale. statistics 
compiled by the daily Uusi Suomi, covering ahout 50 % of all 
internal wholesale trade. Price fluctuations have been eliminated 
by means of the revised wholesale price inde". 

BUILDING - WAGBS - EMPLOYMENT - TRANSPORT 

Page IS. Building figures supplied by the Central Statisticd 
Office. Ind." 01 .alary and wage earnerS' earnings calculated by 
the Central Statistical Office. Beginning 1957, the weights em
ployed are determined according to the structure of total 
earnings in 1957; for 1954-1956, the weights are in accord
ance with earnings in 1951. Railway figureR supplied by 
the Board of Railways. Shipping figures Rupplied by the Ship
ping Board. Labour input and unemployment figureR supplied by 
the Labour Research Bureau of the Ministry of Communica
tions and Public Works, both based on the labour force sample 
survey' Labour input represents the estimated average number 
of days worked. (See article in No. 10, 19bO of this Bulletin). 

SYMBOLS USBD 

* Preliminary 
A line drawn 

comparable. 

a Les. than half the final digit shown • Logically impossible .. Not a vailabl. -Nil 
BcrOSI a column between two consecutive figurel indicates that the figures above and below the line arc not strictly 
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SO~IE PARTICULAR,S ABOUT FINLAND 
FORM OF GOVERNMENT 

From I154 to 1809 Finland formed a part of the kingdom 
of Sweden. It then became an autonomous Grand Duchy 
connected with Russia until December 6, 1917, the date of 
Finland's d.claration of independence. The republican constitu
tion was adopted in 1919. The legislath·e power of the country 
is vested in Parliament and the Preside1t. The highest execu
live power is held by the President, elected for a period of 6 
years. The P residenl for the current period, March I. 1962., to 
March I. 1968, is Urho Kekkonen. 

Parliament, comprising 2.00 members, is elected by universal 
Illffrage for a period of 4 years. The number nf seats of the 
different parties in Parliament elected in 1962 are as follow.: 
Agrarians 53, People's Democrats 47, Social Democrats 38. 
Conservatives 32, Swedish Party 14. Finnish People's Parry 13, 
Sucial Democratic League 2 and Liberal League I. 

LAND 

THE AREA i. 337000 .quare kilometres (Great Britain's 
orea is 245 000 sq. km and Italy's area 301 000 sq. km). Of 
the total, inland waters form 9.4 %. On an average 15.8 % 
of the land in the South of Finland is cultivated (1960), 2.3 % 
in the North and 9.2 % of the land 8S a whole. Of the land area 
21.8 mill. ha (53.9 mill. acres), or 71.3 %, are covered by forests. 

OWNERSHIP OF LAND (1960): The total land area was 
distributed among different classe. of owners approximately 
as follows: private 60.9 %. State 31.8 "/0, joint stock companie. 
etc. S.6 ~~, communes and parishes 1.7 ~~. 

POPULATION 

NUMBER OF INHABITANTS (1963): 4.6 million. Sweden 
7.6, Switzerland 5.8, Denmark 4.7 and Norway 3.7 million. 

DENSITY OF POPULATION (1963): In South Finland 
25·4, in North Finland 4.2 and in the whole country an average 
of 14.9 inhabitants to the square kilometre. 

DISTRIBUTION BY AREA (1963): 58 % of the popula
tion inhabit the rural areas, 42. % towns and urban districts. 
The largest towns are: Helsinki (Helsingfors), the capital 488 300 
inhabitants, Tampere (Tammerfors) 136200, Turku (Abo) 
135 000. 

OCCUPATIONS (1960): Agriculture and forestry 32 %, 
industry and construction 31 %, commerce 9 %, transport and 
communications 7 %, services II %, economically inactive 
independent persons II %. 

LANGUAGE (1960): Finnish speaking 92.4 %, Swedish 
.peaking 7.4 %, otbers 0.2 %. 

EDUCATION (1963): Practically all persons over IS years 
of age are literate. There are 6 universities (the oldest founded in 
1640), 6 colleges of university standard, and 2 teachers' training 
colleges, besides teacher-training departments in two of tbe uni
versities. 

INCREASE OF POPULATION (1963): births 18.1 0/0 .. 
deaths 9.20/ ... increase 8.6 'I ••. Deaths in France II., 'I •• and 
Great Britain 12.2 0/00. 

TRADE AND TRANSPORT 
NATIONAL INCOME (1964, in million marks) Gross 

domestic product at factor cost by industrial origin: agriculture 
2 OSI (10 %). forestry and fishing 1 953 (9 %), manufacturmg 
6160 (29 %), construction 1969 (9 %), transportation and 
communication 1 492 (7 %), commerce, banking and insurance 
2 739 (13 %), public administration 2 336 (II %), other services 
2453 (12 %). total 21 IS3. Index of real domestic product 142 
(1957 ~ 100). 

FOREST RESOURCES (1960-1963): The growing stock 
comprised I 4IO million of solid cu. m incl. bark (49797 million 
cu. It), of which pine 43 % and spruce 38 %, the rest 19 % 

being leaf-trees, chiefly birch. Of the growing stock 13 300 
million cu. ft, 56 % of them pine, was up to the standard 
required for logs. The annual growth is 43 million solid cu. m 
green wood exel. bark (I SI9 mill. cu. ft). The total removal 
in 1963 calculated according to the use of wood was 51 million 
cu. m excl. bark (I 815 million cu. ft.) 

AGRICULTURE (1960): Cultivated land 2.6 million 
hectares of which holdings of less than 5 ha. amount to 17 "/0. 
5 to IS ha. 48 %. IS to SO ba. 30 % and more than So ha. 5 "/0. 
Number of holdings 388 000, of which 184000 are of more 
than 5 ha. Index of agricultural production 130 for 1964 
(1954 = 100). Measure of self-SUfficiency in bread cereals 
69 % in the crop year 1963/64. 

INDUSTRY (1963): Gross value of industrial production 
IS 500 mill. marks, number of workers 347 000. salaried 
employees 73200, motive power (1963) 4.4 mill. HP. Index of 
industrial production 138 for 1963 (1959 = 100). 

RAILWAYS (Jan. I. 1965): Length 5463 km, of which 
5 389 km are State and 74 km private railways. The gauge of 
State railways 1.524 m. 

MERCHANT FLEET (Sept. 30, 1965): Steamers 148 
(250 579 gross reg. tons), motor vessels 385 (736 764 gloss 
reg. tons), sailing vessels with auxiliary engines 33 (4258 
grosl reg. tons). Total 566 (991 601 gross reg. tons). 

MOTOR VEHICLES (Dec. 31, 1964): Cm 376200. 
lorries and vans 83 000, buses 7 lOa, otherb 3 100. Total 
469400. 

SCHEDULED AIR TRAFFIC OF FINNISH COMPA
NIES (1964): Kilometres flown 12.0 million, passengers carried 
639 700, passenger kilometres 3II.2 million, and ton kilometres 
of freight and mail 5.4 million. 

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 193 I. 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). On Jan. I, 1963, the value of the 
mark was raised to one hundred times its former value. The 
official par value of the new unit is 3.20 marks to the U.S. dollar. 
Finland has been a member of the International Monetary Fund 
since 1948. 

MUNICIPAL FINANCES. In the finance accounts for 
1963 expenditure amounted to 2 776 mill. marks. Total 
revenue was 2 775 million, of which income from taxation 
1 393 million. The municipal income tax (non-progressive) 
averaged II .91 % of the ratepayers' taxable income. 

THE CENTRAL BANK. The Bank of Finland 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 I2 branches in other towns. 

OTHER CREDIT INSTITUTIONS (Dec. 31. 1964) 
There are two big and four small commercial banks with 
in all 721 offices, 378 savings banks, 493 cooperative credit 
oocieries and titeir central bank. six mortgage societies, and 
POSB. The savings departments of tha cooperative stores accepl 
deposits from the public. The National Pension Institute and 
sixty-five private insurance companies al80 grant credits. 

RATES OF INTEREST (May I, 1964). Bank of Finland 
discount rates 6-7 'I. %. Other credit institutions: term deposits 
4 'I. %. 12 months' deposits 6 %, 100 per cent index-tied depos
its 2 Yo "/0, So per cent index-tied deposits 4 %; highest lend
ing rate 8 %. 



:LOCAL GOVERNll'IENT SEC'l'OR IN TH:E FINNISH ECONOl\'[Y 

BY 

VEIKKO TATTARI, M. Bc. 

One of the most significant changes in 
the structure of the Finnish economy in the 
last few decades has been the increase in 
the activities of the public sector and the 
steady increase in its share in domestic prod
uct and total demand. This development may 
be partly explained by the increasing im
portance of the government in the stabiliza
tion of economic fluctuations, and by the 
trend towards a more egalitarian society. 

In surveying the public sector the central 
government has usually been given greater 
importance while local governments have 
received less attention, since clearly the scope 
for lo.cal governments to implement economic 
policies is more lImited relative to the scope 
of the central government. This is partly 
due to the fact that the local governments 
are to a certain extent under the financial 
control of the central government. Moreover, 
the number of local governments, or munici
palities 1, is so high that it is virtually im
possible for local governments, acting in
dependently of each other, to influence eco
nomic policy. 

Nevertheless the significance of local gov
ernments in the economy has been increasing 
steadily. Municipal activity in the provision 
of social services, which include health and 
hospitals, education, and social services in 
general, has particularly displayed a marked 

1. In ,this ar,ticle "municipalities", i.c. decision
making units include not only the ~46 municipalities 
which exist for local government hut also the ~16'(} 
authorities established for inter-municipal co·opera· 
tion. 

increase. A considerable pa.rt of this in
crease can be attributed to the greater 
responsibility delegated to local governments 
by the central government. Although such 
decentralization has in many cases created 
financial problems, particularly for local gov
ernments with limited resources, this trend 
can be interpreted as being the result of the 
central government's confidence in the ef
ficiency of local governments. In addition, 
the need for greater efficiency has led local 
governments to establish inter-municipal 
authorities to undertake certain joint activi
ties such as medical care. 

A quantitative evaluation of the develop
ment and structure of municipal income and 
outlay (including inter-municipal authori
ties) over the 18lst ten years is given below. 
The figures are compared with the national 
income and expenditure figures, and also 
with the corresponding figures of the cen
tral government and of the general govern
ment sector as a whole. 

This article is not concerned with the 
entire public sector but only that part of the 
public sector within which general adminis
tration, police 8Jlld public security, and cul
tural, social and other services are handled. 
Public enterprises and companies are outside 
the scope of this investigation as they come 
under industry (as in the case of electricity 
and gas boards) or transport ( as in the 
case of railways and transport 81utho,rities). 
Only when a surplus arises from commercial 
activities of the enterprises, or when the 
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financing of their investment is involved, 
have public enterprises been taken into 
account. 

GROt:lS DOMESTIC PRODUCT OF THE 
GENERAL GOVERNMEN'l' SECTOR 

A clear picture of municipal finances 
emerges from a comparison of developments 
in 1954 and in 1964. Thus, municipal ex
penditure between 1954 and 1964 rose 2.8 
times, whole gross domestic product during 
the same period rose 2.7 times. An even 
clearer idea of developmel1ts can be obtained 
from examining a breakdown of municipal 
finances on similar lines to the breakdown 
of national income. 

'rhe following table shows changes in gross 
domestic product at factor cost, in 1954 
prices. 

GROSS DOllmSTIC PRODUCT. IN 1954 PRICES, 
MILI,. lIIK 

1954 1957 1960 ] 964 1 

'rotal economy ...... 7948 8868 10457 1261219 
Local government .. 3'43 413 41816 5:81 
Central government .. 3'2:6 347 3·76 4'6'5 
Bhal'e of local goveI'n-

lllent in gross do-
lllestic product, I)t'.1' 

cent •••••• 0.0.0.0. 4.3 4,7 4.7 4.6 

1. Preliminary information. 

OONSUMPTION EXPENDITURB 

The method of calculation used, however, 
means that the gross domestic product fig
ure does not in any way represent the local 
governments' total use of resources, but 
rather only the increase in gross value added. 
In general, the increase in value added in 
each sector is calculated by deducting goods 
and services purchased from other sectors 
from the gross value of production. In prin
ciple, this also applies to the general govern
ment sector. 

However, as the goods produced and the 
services provided by the general govern
ment sector are consumed collectively and 
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not marketed as in the case of the goods 
and services of the private sector, the gen
eral government sector's expenditure on gross 
production (gross domestic product plus 
goods and services purchased from other 
sectors) remains the final costs of this sector. 
In terms of national income calculations this 
expenditure is general government consump
tion. The following table shows developments 
in total consumption expenditure, private 
consumption expenditure and general gov
ernment consumption expenditure. 

co::<!smIPTION EXPll~fr~i~T~W"' IN 1954 PRICES, 

1954 1957 1960 1964 1 

Total consumption ex-
pencliture •• 0.0.0 ••• ,6 463 '725·7 8 1'313 ,10 0i5i5 

Private consumption 
expenditure ........ 5493 .6130 168\'lJ9 So 4416 

General government con-
sumption expenditure 970 11<27 1294 160<9 

Local govcl'nment COll-

sumption expenditure 523 591 704 8'48 
Local gOVlernment COIl-

sumption expenditure 
of total consumption 
expenditure, pCI' cent 8.1 8.1 8.; 8.4 

1. Preliminary iniOl'matioll. 

In the last ten years, the prQPQrtion of 
IQcal gQvernment cQnsumptiQn expenditure 
in total consumption expenditure has been 
growing steadily, except in 1963 and 1964, 
when the volume .of boOth private CQnsump
tion expenditure and central government 
consumption expenditure grew faster than 
local government cQnsumption expenditure. 
The deceleration in 1963 and 1964 can be 
partly attributed to the fact that fewer inter
municipal authorities were established than 
in the earlier years. 

CorresPQnding to the breakdown of private 
consumption expenditure into categories of 
goods and services, general government con
sumption expenditure can also be examined 
in terms of these categories. The following 
tahlc shows local government consumption 
expenditure in 1954 and 1962. 
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LOCAl, GOVERNllIENT CONSUMPTION EXPENDI-
TURE. IN 1954 PRICES 

1954 1962 

Mill. Per Mill_ Per 
mk cent mk cent 

General adminitltra tiOll 47 '9.1 50 6.1 
.r ustice, police and 

safety ............ 19 13.7 21 2.6 
lIeatth ....... , .... ,. 101 119.2 :207 :214.9 
Social welfare ...... 816 116.:5 916 11.'5 
Education ••••• 0 ••••• 331 44.1 3815 416.:2 
Other serviecs 1 B!9 7.4 713 8.7 

Total 5123 100.0 81312 }lOO.o-

1. Other services include maintenance of roads 
and public areas, ground planning, sanitary serv
ices, etc. 

It is obvious that some of the changes in 
local government consumption expenditure 
can be explained by changes that have taken 
place as It result of government reorganiza
tion and the delegation of responsibilities 
by the central government to local govern
ments. One explanation of the reduction in 
the relative figure for general administration, 
for example, is that the collection of munici
pal taxes is now undertaken by the central 
government. Although the local governments 
must still share the cost of fiscal administra
tion, these costs are now regarded as income 
transfers from local governments to the cen
tral government, which is, in other words, 
ronsnmption expediture of the central gov
ernment. 

One important factor increasing the ex
penditure figure on health and sanitary serv
ices is the expansion in hospital services pro
vided by the inter-municipal authorities. 
Since, at the end of the 1950's and the be
ginning of the 1960's, the central government 
handed over a number of large central hospi
tals to the joint care of the inter-municipal 
authorities, the local governments and the 
inter-municipal authorities today account for 
more than 90 per cent of the expenditure 
on public hospitals. However, the proportion 
of costs financed by local governments them
selves is not substantial due to the income 
transfers from the central government. 
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INVESTMENT EXPENDITURE 

The share of local government investment 
expenditure in total investment expenditure 
exceeds the share of local government con
sumption expenditure in total consumption 
expenditure. The following table shows the 
development of investment expenditure and 
the share of local government investment 
expenditure. 

GROSS INVESTMENT EXPENDI'l'URJi; 1, IN 1954 
PRICES, MILL. 3IK 

1954 1957 1960 1964 2 

Total gross. investment 2342 ,2,'663 '3 :51312 Ii 12!5J6 
Gross private investment 1887 ·2 01913 '2,911 ,34120 
Gross general government 

investment •••• 0 ••••• 4'5'5 5169 6121 8,316 
Local government invest-

ment •• 0 ••••••••••• 2J()3 270 '21.'38 3<59 
Local government invest-

ment of total gross 
investment, per cent .. 11 .. :! 10.1 6.7 8.4 

1. Gross investment expenditure cOrl'esponds to 
the conception of gross fixed capi.tal formation as 
proposed in SNA. See "A System of National Ac
(\Qunts and Supporting Tables", Studies in Methods, 
Series F, No.2, Rev. 2, United Nations, New York 
1'964. 

.2. Preliminary information. 

The share of local government investment 
expenditure in both total gross investment 
and in gross investment of the general gov
ernment sector has dropped during the pe
riod under review. The fall has probably 
been the result, at least partly, of the im
pllovement in the level of employment, which 
has reduced local government expenditure on 
unemployment, fixed by law (Of. Bulletin 
No. 11, 1964). The factors affecting this 
relative drop in investment include the in
creased difficulty of obtaining credit, due to 
the stringency in the money market, and the 
fact that the central government, because of 
its own monetary problems, has been unable 
to finance investment through loans and 
capital transfers to the same extent as in 
earlier years. 

The above analysis of local government 
financing has been done in terms of con-



No. II, 1965 

sumption and investment expenditure. It 
must, however, be pointed out that apart 
from financing their own consumption and 
investment demand, local governments also 
finance private demand. This occurs, for ex
ample, when they finanee the investment of 
their own enterprises; such investment is 
then regarded, according to the method of 
calculation explained above, as private in
vestment. Local government investment in 
the private sector in the last few years has 
amounted to about one-third of gross gov
ernment investment in this sector. In addi
tion,local governments, to a limited extent, 
finance private investment by granting loans, 
particularly for investment in housebuild
ing. Local governments subsidise private de
mand by means of income transfers to house
holds and welfare organisations. Income 
transfers to households are almost entirely 
in the form of social assistance. 

DISPOSABLE INCOME 

The local government share in total earn
ings from production in the economy is neg
ligible. For example, it is estimated that in 
1964 the figure was only about 1.7 per cent. 
For local governments, the only source of 
such income is the capital invested in pro
duction; for instance, from their investment 
in business in the form of surpluses, interest 
on loans, etc. Thus, the income of the gen
eral govermnent sector is received mainly 
from income transfers between the public 
and private sectors. As total disposable in
come in the economy (net domestic product 
at market prices plus net factor income pay-
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menta to the rest of the world) in 1964 was 
~1117 million marks, according to prelimi
nary figures obtained from national income 
calculations, the share of the general gov
ernment sector in this sum is 5 035 million 
marks, i.e. 23.8 per cent, and the share of 
local governments amounts to 2 387 million 
marks, i.e. 11.3 per cent. The following table 
gives greater details of the different com
ponents of the general government sector's 
disposable income. 

INCOME TRANSFERS BETWEEN THE GENERAl. 
GOVERNMENT SECTOR AND PRIVATE SECTOR 

IN 1964, MILL. MK 1 

'rota! genera! Local go v-
government ernlnents 

+ Taxes .................... 5 9'800 1 659 
+ Other current transfers .. 84!5 8 
+ Interest, dividends, surplus 

from businesses, etc. ...... '51'6 3,l!6 
- Transfers to the pri.vate 

soctor .................... 2 27'6 13:7 
- Income payments to the rest 

of the world ............ 300 1 
+ Income transfers: received by 

local government from the 
central government ..... 5142 

Total disposable income 5 0,35 2 387 
-----

1. Received (+), paid (-). 

Disposable income of the general govern
ment sector is used as general government 
consumption, gross investment and financial 
investments. However, as disposable income, 
which is made up of income transfers from 
various sources, is not sufficient to finance 
all the above-mentioned expenditure, bor
rowed capital is used to make up the defi
ciency, and to meet investment needs. The 
structure of investment financing does not, 
however, fall within the scope of this survey. 
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estimates for 1948-1965 is scheduled for 
publication early in 1966 as a separate vol
nme in the series of Official Statistics of 
Finland. 
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conecptual framework of Ii'innish national 
hlCome statistics, and of the statistical 
sources and methods used in arriving at 
estimates for different sectors and compo-

Preliminary results have appeared in the nents. 
Bank of Finland }\fonthly Bulletin No. 10, 
1965. 

In the revised calculations, the existing 
Rtatistical data have been applied as effec
tively as possible. The revision also incor
porates certain changes in definitions espe
cially relating to the classification of sectors. 
Importance has been attached to the need 
for improving F'innish national income sta
tistics as tools of economic analysis, and to 
the recommendations relating to national 
accounts by the Statistical Office of the 
1:'"nited Nations. 

The forthcoming report, in addition to the 
tnhles, will contain a description of the 

Publications of the Bank of Finland. A 
nmv study in series D - Mimeographed 
Studies - issued by the Bank of Finland 
Institute for Economic Resear~h, has been 
published: No. 13, Erkki Laatto, Suomen 
nlkomaisen tavarakanpan volyymi-indeksit 
neljiinnesvllosittain vuosina 1949-1964 
eraista lyhytaikaisista vaihteluista puhdistet
tuina (Quarterly Volume Series of Finland's 
External Trade in Goods hetween 1949 and 
1964, Adjusted for Certain Short-term Fluc
tuations). It is published in Finnish with a 
short summary in English. 
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