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ECONOMIC, TECHNICAL AND INDUSTRIAL CO-OPERATION
BETWEEN FINLAND AND THE SOVIET UNION

The beginning of 1971 has been a significant
period in the development of economic rela-
tions between Finland and the Soviet Union.
A new five-year trade agreement, which defines
the targets for mutual trade between the two
countries, came into force at the beginning of
the year. In the ninth meeting of the permanent
Commission for Economic Co-operation be-
tween the Finnish and Soviet governments in
Moscow on the 1bth and 16th of April, 1971,
decisions were reached i.a. regarding the
delivery of natural gas and a nuclear power
station from the Soviet Union to Finland, and
Finland’s participation in construction work on
USSR territory.

The treaty concerning the importation of
natural gas from the Soviet Union was signed
on April 20, 1971. According to this treaty the
parties shall take preliminary measures for the
conclusion of an agreement on the actual
deliveries between V/O Sojuznefteexport and
a Finnish import firm. The following amounts
of gas will be imported within twenty years,
beginning January 1, 1974:

Year nor'\rﬂniélllliglr}.m.
1974 500
19756 1000
1976 1100
1977 1200
1978 1300
1979—1993 annually 1400

The aim of the companies is to increase the
annual deliveries to 3 000 million cubic metres.
As regards the terms of delivery of these addi-
tional amounts the stipulations of the treaty
will be followed. The agreement will be valid
for five years after the agreed period unless one
of the parties renounces it at least three years
before the termination of the agreed period.

1 11507—71

The treaty defines the price of natural gas and
how it depends on the change in the prices of
competing fuels. It has also been agreed that
the Finnish Hautaruukki'_Oy and the Soviet V/O
Promsyrjeimport will investigate the possibil-
ities to deliver large gas pipes from Finland to
the Soviet Union. The deliveries have been
planned to be 60 000—75 000 tons annually
over a period of ten years. In addition, a
working group of the Commission for Economic
Co-operation was given the task of studying
the opportunities open for new forms of co-
operation in the production of steel pipes.

A treaty on the construction of another nuclear
power station of the same size as the first one
(440 MW) ordered in 1969 was also signed.
It involves an enlargement of the first unit of
the nuclear power station to be built in Loviisa.
The relevant details will be stipulated in a
future agreement to be concluded between the
Soviet V/O Technopromexport and the Finnish
Imatran Voima Qy. The price of the new station
will be roughly the same as that of the first one.

One of the outcomes of the negotiations was
also that Finnish firms were offered an oppor-
tunity to participate in the construction of a
forestry centre in Paajarvi in 1971—-1973.
Commercial negotiations have already been
started on this project. Payment will be in the
form of extra deliveries of timber. If this project
is completed to the satisfaction of both sides
similar construction projects will probably be
offered to Finland elsewhere in the Soviet
Union in the future.

Furthermore, an agreement on the development
of economic, technical and industrial co-
operation between Finland and the Soviet
Union was signed. It provides a framework for
the existing forms of co-operation and a basis
for its development and diversification.



The treaty has been formulated in fairly general
terms. Some of the branches in which both
parties are known to be interested are listed
and guidelines for future co-operation are given.
No new rights or obligations for either party are
involved in the new agreement.

The introduction of the treaty deals with the
general principles which each country applies
in its economic relations with each other and
with other countries. It also ties this agreement
1o other treaties concluded between Finland and
the Soviet Union. Article 1 defines the general
basis for co-operation. It states that the sincere
aim of the parties is to develop and deepen
economic, technical and industrial co-operation
between the countries in every possible way.
Co-operation shall take place in mutual trade,
industry, communications, agriculture and for-
estry, fishing and all the sectors of the economy
where the prerequisites for co-operation exist,
especially in regard to raw material resources
and the specialization of production. Article 2
specifies the aims of co-operation in the fields of
activity mentioned above. According to Article
4 co-operation in practice will be effected

between enterprises and organizations under
the protection of the governments of the two
countries. In addition, Article b emphasizes the
importance of developing technical and scien-
tific co-operation between the countries. Article
6 emphasizes the significance of the permanent
Commission for Economic Co-operation and
the necessity to maintain a firm connection
between the Commission and the other organs
of economic co-operation which may be set
up in the future. The new agreement will be
subject to later ratification; this is stipulated in
the last article of agreement, i.e. Article 7.

This treaty will be of great significance for the
future development of the economic co-op-
eration between Finland and the Soviet Union.
Apart from providing a basis for present and
future co-operation it also paves the way for
its expansion to such new sectors as technol-
ogy and industry. The agreement also testifies
to the willingness of both countries to develop
international trade and economic co-operation
despite their different economic and social
systems.

May 25, 1971



BANK OF FINLAND

Mill. mk

1970 1971
May 29 Dec. 31 May 7 May 14 May 21 May 28
Assets
Gold and other foreign assets 1723 1965 2046 1978 1953 2012
Gold N s a2 121 121 121 12
_ Special drawung rlghts 93 .88 192 192 193 193
IMF gold tranche s 81 a2 272 272 272
Foreign exchange 1 081 1 344 1345 1274 1246 1302
Foreign bills 126 85 80 8 8 88
Foreign bonds _ 61 8% s 3% 3 30
Claims on domestic banks 584 839 873 815 897 898
Discounted bills 581 827 870 810 892 893
‘Rediscounted bills 9 9 2 1 1 1
_ Cheque accounts a4 8 1.4 4 4
Other lending 274 283 230 231 229 298
Inland bills discounted '

. In foreign currency S = — T - -
In Finnish marks 187 %5 %6 9% 164
Loans 146 135 135 134 134
Ot sssets D e s e 7
Finnish bonds ) 64 110 143 121 165
Finnish coin “ 8 13 _“14 13 14
Currency subscription to Finland's quota B . B o
in the IMF 518 526 526 526 526
Other claums 99 23 B 21 22 21
T sve aen a7e  drer 3o

Liabilities
Notes in circulation 1258 1344 1260 1270 1801 _ 1360
Liabilities payable on_ demand 77 126 75 80 78 72
_Foreign exchange accounts L 48 94 AT 50 45 (45
Mark accounts of holders abroad 12 12 11 14 15 1

Cheque accounts
. Treasury 1 1
Post Office Bank 1 0
Private p_a_n|_<§ - —
___ Other 4 3
Ot_h_e_[__mght habllltles _ 12 12
Term liabilities : 579 690
__Foreign i} ST T — T =
Domestic 666 633 678 579 679 690
IMF ma_rk____a_ccounts 362 518 526 626 526 526
Allocations of special drawmg nghts g8 88 173 173 173 173
Equalization accounts 411 404 424 414 417 _ 424
Bank’s own funds 651 663 685 686 687 689
Capital 300 600 600 600 600 600
Reserve fund 200 0o 32 32 32 32
Profits undlsposed ) 28 — 32 32 32 32
Earnings less expenses (Dec. 31, Net

_profit) 28 83 21 2 23 2
- Total 3408 3776 3821 3728 3761 3934



BANK OF FINLAND Mill. mk
Gold and foreign accounts Treasury
End o .
vemra‘; :t?:d Goldand  onforsign SO  Other  Other St Claims  Liabilties, claims
foreign exchange reserve foreign foreign assets on Cheque  on the
exchange and mark (1—2) assets liabilities (3+4—5) Treasury account  Treasury
accounts (7—8)
1 2 3 4 5 6 7 8 9
1964 974 85 889 76 83 882 9 5 4
1965 861 45 816 84 &7 843 -1 1 = 2
1966 556 81 49 81 101 475 10 40 - 30
1967 701 75 626 98 354 870 - 7 4 -1
1968 133 62 1201 125 34 1382 - —354 3 —357
1969 1268 92 1176 b17 360 1333 196 T4 2200
1970~ 1844 106 1738 639 518 1859 —118 2 T 120
1970
April 1 485 b8 1427 546 356 1617 —170 7 —177
May 1637 50 1477 639 356 1660  —167 1 168
7886 85 TEoiBIE 352 1684 77 163 i “ g4
1642 83 1B69 451 331 1679  —160 2 —162
Aug. 1686 78 1607 440 ~ 331 1716 149 1 © 150
Sept. 1686 78 1618 448 336 1730 —147 3 180
Oct.” 1788 74771714 T 4 326 1819 —141 70 =211
Nov. 1737 86 1662 436 7326 1762 —137 62 —199
Dec.” 1844 "106 1738 639 518 1869 —118 2 20
1971
Jan. 1992 76 1916 635 518 2033 —118 2 —120
Feb. 2024 77 1947 " Te3 518 2060 —115 3 —118
March 2137~ 86 2061 ~ 642 518 2175 - —115 14 —129
Apil o 10T g 1923 BT T 698 2044" 15 "5 117
May 1888 66 1832 650 526 1956  —108 1 ' —109
FOREIGN EXCHANGE SITUATION Mill. mk
Net holdings, Dec. 31, 1970 Net holdings, April 30, 1871 Change
?:?nr}';n%f Other Total Ef,:}:,&f Other Total April Jan—Apr.
Gold 121 —_ 121 121 — 121 _— —
Special drawing rights” ~~ 98 = — 98 192 — 192 + 9 + 94
IMF gold tranche 280° — 280 @ 272 — 272 —8 — 8
Convertible currencies 1302 —103 1189 1355 — 9 136 —24 +147
‘Other currencies —83 =8 71 =17 — 4 =21 —36 + 50
Total ~ o C 17387 11 1627 1923 —13 1910 —59 T +283
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BANK OF FINLAND Mill. mk
Domestic banks Other
yé:éfnﬁd coBLs{ed clmitséd Cheque __.—Chela:fglgz?:ﬁms Ne‘:b"c:?‘i‘;m ll)“I':n'?' Other | japjlities y:t"f‘:a'i:“‘: cwgﬁ?:ﬁgln
bills bills accounts ! Private Post Office (1 +2a::!l(i4 Fr;]nar:fsh advances ecogzmy
banks 2 Bank 2 —5) (7+8—9)
1 2 3 4 5 6 7 8 9 10 1

1064 — 448 — 16 50 382 78 92 2 168 1003
1966 — 6841 — 12 8 6821 76 72 32 116 1029
1966 — 915 — 14 17 884 180 8 72 193 1106
1967 — 868 — 155 85 678 197 383 56 524 1052
1968 —_ 618 107 163 16 546 186 195 43 338 1160
1969 — 550 87 93 12 532 192 269 25 436 1298
970 827 9 '3 1 4 834 137 246 528 —145 1344
1970
April 553 7 58 4 16 562 167 179 437 101 1205
May 531 8 44 4 8 534 161 176 466 ' 1258
June 590 7 40 42 5 590 161 168 549 1265
July 683 4 17 47 6 651 163 169 579 1228
Aug. 864 12 28 - 1 703 162 161 5563 —230 1238
Sept. 687 8 23 — 3 716 147 162 551 —242 1228
o s s - ERRTR- A TR T aes T SR
Nov. 818 8 46 — 45 827 134 161 674 379 1279
Dec. 827 9 3 1 4 834 137 246 528 —145 1344
1971

Jan. 731 2 3 — 3 733 123 248 668 —297 12556
Feb. gas 7 1 _ 2 864 101 224 720 —395 1280
March 785 1 6 — 18 774 95 203 732 —434 1204
April 856 1 7 — O 864 93 156 662 —414 1259
e e 1 A e s |l S
2 i SEe sty seamouas:

SELLING RATES FOR FOREIGN EXCHANGE Mk

May 28, 1971

New York 1% 4200 Frankfurt 0. M. 100 DM 118.60  Vienna 100S  16.82
Montreal 18 4168  Amsterdam  100Fl 11810 Lisbon ~ 100Esc 14.85
London 1£ 10.155 Brussels 100 Fr 8465 ~ Reykjavik 100 Kr 476
Stockholm 100 Kr  81.35 Zurich 100 Fr 10245 = Madrid __ 100Pta  6.07
Oslo  100Kr 59.06 Pars 100 FF 7606 Moscow! 1Rbl__ 46799
Copenhagen 100 Kr 56.06  Rome 100 Lit  0.6735 _Cleanng doliars2 1Cl § 4212

1 Clearing account; also Bucharest.
2 Berlin, Budapest, Sofia.



DEPOSITS BY THE PUBLIC Mill. mk
Sight deposits Term deposits

End of

\;:%f Cheque accounts Postal - ( 21;‘3‘:;)
month giro Commer- Savings Co-op Office Co-op. (Al credit

Commer-  All credit accounts Ccial banks banks banks Bank stores institutions
cial banks institutions
1 2 3 4 b 6 8 9 10

1963 7291 8760  250.3 24516 2336.6 3107 71850 8311.3
1964  697.2 8664 2965 28340 26147 16641 3314 81682  9310.
1965 6769 8437  309.4 31826 29544 1931. 3672 91986 10361.7
1966 6398 8494 3180 36609 33299 363.6 3807 10437.3 116047
1967 661.56 8340 3409 41031 36446 : 9412 4313 11537.9 127128
1968 8562 1087.6 4284 4507.8 39664 26831 1027.2 4650 12739.8 142658
1969 10574 13739 6208 52363 43331 3021.6 11160 5621.6 142287 161234
1970* 11427 15058 6033 60987 4851.6 3458.6 1287.6 5742 162707 18379.8
1970*
April 11331 13908 5727 5489.3 45020 31932 11880 5440 149165 168800
May 10740 13443 563.8 55627 45409 32190 11883 5453 15066.2 16964.3
June 11104 13767 6552 5691.5 45225 3186.6 11866 5406 15027.6 16959.5
July  1067.9 13453 5293 56055 45407 32024 11927 5400 15081.3 16 955.9
Aug. 10014 12911 5549 5641.9 45843 32404 11984 5392 152042 170602
Sept. 10047 14097 5226 56919 46323 32886 12109 5531 153768 17300.1
Oct.  1047.8 13510 4992 57149 46569 3319.3 12213 557.6 154700 173202
Nov. ~ 1101.0 13960 5543 57774 47037 33724 12305 5502 15643.2 175935
Dec. 11427 15058 6033 60987 48516 3458.6 1287.6 5742 162707 18379.8
1971
Jan. 11328 14371 6568 61397 49033 35141 1309.2 5807 16447.0 18540.9
Feb. 1060.3 13565 7044 62058 49647 35854 13293 5911 166763 18737.2
March 11527 14659 6031 61888 4979.8 36917 13409 5935 166947 187637
April 10969 13970 5707 62151 49863 3611.2 13432 5946 167504 18718.1

T T
% SPECIAL TERM DEPOSITS, SHARE OF TOTAL DEPOSITS, PER CENT
40 @ 24 month deposits 6.0%.
100% Index-tied deposits b. 12 month deposlts 5.0%
€. 6 month deposits 4.5%
12 month deposits 8%
30 I'-~‘
7 RN
'A \,
v \~5 ‘_.,0—2—0"."—.—.".—‘_._‘
20 + Av‘
/I\ s\ /
>
o . Ko
o \ ‘(' e—e—e—o
[ .
ot b i Lyl tetelelotedetShabetetelSioteletetodatatala) | [ 1 1] ] ]
1968 1969 1970 197




ADVANCES TO THE PUBLIC—MONEY SUPPLY Mill. mk

Advances granted by Types of advances
yigg a?\fd . L ( 11-‘;? |5 ) gl u(:)npelz
month Commer- Savings  post Office  Co-op. Mortgage ' Cheque (6 and 7)
cial banks banks Bank banks banks Bills credits
1 2 3 4 5 6 7 8 9
1963 3621.3 21345 5440 1608.9 664.3  8226.2 346.8 8573.0 1986.5
1964 41532 23180 6077 18207 8294 93205 4085 97200 20425
1965 45974 26092 7165 20306 8994 104396 4135 108531 20850
1966 52054 29514 7839 22610 9088 116307 4798 121105 22217
1967 _ 5b58.9 32477 8690 24243 10269 12598.9 5279 13126.8 21831
1968 586565 34484 9403 26005 10530 134195 4882 139077 26687
1969 68922 3802.8 1049.1 29221 12904 153760 5816 15956.6 31381
1970* 796356 43427 12449 34057 145640 177525 6583 184108 3985693
1870"
April 7 300.5 8947.2 1119.0 30207 1317.8 16 005.4 708.8 167142 3534.3
May 7 336.5 39919 11193 3068.4 1337.2 16185.9 667.4 16853.3 355556
June 74331 40220 11303 30953 13558 163480 6885 170365 36275
July 74640 40648 11545 31871 13793 165039 6968 17199.7 35950
Aug. 75225 41150 11665 31777 13808 166612 7014 173626 35565

Sept. . 76832 41851 11844 32371 13781 169640 7039 176679 36283

Oct. 7867.8 42639 11996 3307.6 13808 17 286.0 7337 180197 3_6988

Nov. 79291 43213 12266 33669 14312 176566 7175 182741 3829.1
Dec 79635 43427 12449 34057 14540 177625 6683 184108 3959.3
1971+
Jan. 8084.6 43799 12767 34385 14529 179547  677.9 186326 3939.8
Feb. _ 81539 44173 12886 34721 15168 18139.5  709.2 188487 40166
March 8247.5 44450 13011 35066 16300 18309.0 7212 190302 39359
April 83739 44868 13240 35338 15362 18497.8 7569 192647 3816.9
Mill.mk SEASONALLY ADJUS"'EDr END OF MONTH FIGURES __‘
20000
18000 _xAZ=
T‘ leposits by the public 7
16000
14000
| - Advances to the public B
12000
K | | EREERN |
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STATE FINANCES Mill. mk
Jan.—Mar. Jan.~—Mar.
Revenue Expenditure
1970 1971 1970 1971
Income and property tax (net) 813 1011 Wages, salaries, pensions etc. ~ 438 488
Gross receipts R __j_1i2_2) (2 152) Repair and maintenance .46 54
Refunds & local authorltres __ (=—1009) (—1141) Other consumption expendrture 182 249
Other taxes on income and Total consumption expenditure 666 79N
property. 9. % State aid to local authorities 418 460
Employers’ child allowance State aid to industries _ 371 366
Ppayments 147, 90 of wh'_ h: agric. price subsidies (297)  (292)
Sales tax L2899 712 g allowances 76 87
Reven_ge_frg_rn A|COh0| MonOpOIV..._... o 132__ 168 Share in national pens|ons and
Customs dutles & lmport charges 104 91
— . health _insura oLz o 64
E}g?@g\_{__ o =mese o Other transfer expenditure 270 284
Excige duty on tobacco L 82 Total transfer expenditure 1237 1261
»  »_on liquid fuel 138 “ 152 SR . Nes/ 120
Other excise dutles 62 61 Machinery and equipment 82 82
67 - 72 House construction 72 - b2
Stamp dutles - - 52 86 Land and watenNay constructron 150 139
SPQF_‘?_'__@!S_?N etc vehlcles tax 8 13 Total real investment 304 273
Other taxes and 3|m|Iar revenue 25 25 Interest on State debt 83 80
Total taxes 2263 2568 Index compensations 13 11
Mlscellaneous revenue 130 156 Net defrcrt of State enterprlses 24 56
intorost, cividands oo, 25 g4 Othor oxpendiure S
Sales and depreciation of property 20 23 Total.other xpenditure 2w
Regi_emp’no_ns of Ioans granted 29 37 Increase in inventories
Total revenue 2 455 2818 Lending -
h oo ) Other financia |nvestment
Foreign borrowing 0 0
Domestlc borrowrng 194 174 cooTme
: Redemption of forelgn loans 32 33
Total borrowmg 194 174 -
ption of domestic Ioans 163 156
Doficit (+) or surplus (—) 44 —161 Total redemptions 1% 189
Total 2653 2831 ... Total ~ 28653 2831
1968 1969 1970 1971
State debt — J— J—
Dec. Dec. Dec. Jan. Feb. March April
Foreign debt 2(_)74 1656 1557 15651 1543 1526 15620
Loans ,.2160 2316 2437 2439 2445 2446 2456
Compensatory obligations 6 4 8 & 3 3 2
Short-term credit 820 168 46 __ 46 46 _ 46 46
Cash debt (net) — 256 — 217 —284 __——428 _—388 —475_ )
Domestic debt 2 _2__29 2261 _ 2 202 ) __2 060 2 10_6 2020
Total State debt _ 4303 3__917 ) 3759 i _3 611 3649 3 546
Total debt mill. $ 1028 933 900 865 874 849



FOREIGN TRADE Mill. mk
Value mlll. mk e e 10622100,
Peried Exports imports e?cgglt:s(g-f) Peried Volume Unit value Terms of
f.o.b. c.if or imports trade
=) Exports Imports Exports Imports
1966 4816.9 5 524.4 —707.5 1966 122 136 112 104 108
1967 52312 57944 = 563.2 1967 129 136 116 110 106
1968 68742 67109  +163.3 1968 143 129 136 132 103
1969 83447 85048  —160.1 1969 167 160 141 135 104
1970+ 96867 110769  —1390.2 1970 176 192 186 147 106
1970° 1968
May 822.0 908.7 — 86.7 July-Sept. 142 116 136 131 103
June '805.8 8253  — 195 Oct-Dec. 161 145 139 132 105
s e el = LA
Aug. 8245 7981 + 264 1969
Sept.  876.0 1 1019.6 —1436 Jan-Mar. 140 147 138 134 103
Oct. 912.0 9647 — 527 Apr-June 164 151 139 135 103
Nov. 8497 9913 1416 July-Sept. 174 153 142 184 106
Dec. " 9144 T 14178~ 5034 Oct-Dec. ~ 190 187 146 138 106
1970
878.3 — 104 Jan-Mar. 152 162 156 144 108
7369 — 80.2 Apr-June 178 189 166 146 107
9146  —2681 July-Sept. 182 186 164 147 105
o e T
Jan.-Mar.
1970 2 086.5 2302.8 —216.3 19711
1971*  2180.1 25288 —3487  Jan-Mar. 146 158 169 163 104

1 The 1971 figures have been calculated by converting the final 1970 Fisher index with the percentage change in the 1971—
1970 Laspeyres index.

IndeX[™"NIT VALUE INDICES 1962=100 Index [ SEASONALLY ADJUSTED VOLUME 1962=100
”"
1
160 ! ,/’ 200 2%
Exports f.o.b. 4 " \
4
- 4 Y
- 4 '
140 S 180 ¢ "
¥ ----——“_---' Imports c.Lf. Total exports '—' \
gl
120 160 r g
L Lad
'I
“\\"'n.,_...ul'"-_..........mn-.m.m:;u‘ln,nn'n..,,,,,““,m. A y Total imports
100 Terms of trade 140 "“v 7
2 4
N
I 1 T I S Y W .2 T 1" I T T T |
80 120
1968 1969 1970 1971 1968 1969 1970 1971
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FOREIGN TRADE BY MAIN GROUPS

Mill. mk

Exports, f.o.b.

Imports, cif

: R Finished d
Period Agri- Round Paper l\éliers(la,rigg- Other mat:\rlivals inished goocs
cultural  and hewn industry  industry industry goods and pro- -
products timber products products ducer Investment Consumer
goods goods goods
1966 2640  59.0 8635 22970 877.2 4562 24505 14485 1036.6
1967 261.4 54.3 23845 1080.6 584. 7 2 545 9 1 462 8 11176
1968 32741 556.b 29940 1566.4 7735 3 023 1 B 1 524 2 1 233_9_.9
1969 360.2 71.9 33739 2011.8 1126.5 3692 9 2 229 4 16339
1970 4263 880 3789.4 24372 1401.8 49181 1 2453 2605, 5 2004.0
1970*
May 373 94 3266 2120  106.3 4094 2228 166.5
June 2741 10.7 31 6.7 19 B 108 395, 9 2_00 'l 1_39 4
July 25.1 10.9 311.6 182 1 - 89 5 416.8 221.9 1565.0
Aug. 30.8 12.4 343.2 163 3 120.6 ____3361 181.7 137.9
Sept. 43.6 12.9 323.1 20_2.6 143 8 B 4798 243.7 187.0
Oct. 24.6 11.0 340.6 230.9 143 4 419.3 2456 182.6
Nov. 20.6 6.6 ~ __31 2, 1 _ 234 4 12_1.3 _ 4_2_1 4 265.6 170.0
D__ec. 52.3 7.2 326. 2 262 3 617.6 458.6 189.2
1871+
Jan 57.9 4.3 305.1 276.9 108.5 _ 368.5 . 258.7 154.6
_lfg_t_)____ ) 29 0 ) _12 ) 303 7 125 8 ) 113 2_ - 289.1 221.7 145.4
l}/lf_rgl:\ i 55 2 2.6 308 5 N 62. 5 1350 344.2 301.6 190.9
Jan.-Mar.
19_70 126 9 o __1_3;7 _856.9 537 6 322.4 978 1 614.8 451.7
1971 421 81 _917.;3 _ 465 2 356.7 1 (;O1 8 782.0 490.9
Mill.mk T Mill.mk
SEASONALLY ADJUSTED VALUE SEASONALLY ADJUSTED VALUE
3-MONTH MOVING AVERAGES 180 3~ MONTH MOVING AVERAGES
1000
160 N A
Bilateral exports f.o.b. IR (Y
800 " 140 N | 'ﬁ.\
Multitateral jmports c.1.f. N‘ s s | £
600 734 120 - ,,
100} o/ 3 e%
g SMultilaterat exports 1.0.5. J Bilateral Imports C.i,
400 %= 80
60 =T -
zoolllllllllllIlIlllIlIlI [ENEREEENEN] RIS NN N E RSN ENE N AN BNt
1968 1969 1971 1968 1969 1971
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FOREIGN TRADE BY COUNTRIES

Mill. mk

Area and country

Exports, f.o.b.

Imports, ¢if.

January—March

January—March

1970

1971

1970

1971

%

Mill. mk

%

Mill. mk

%

Mill. mk %

Mill. mk

OECD countrles |n EuroPe

Austria
Belglum Luxembourg

Denmark

France

Federal Republlc of Gel’many

Italy

Netheriands IR

Sweden

720
1.0
18

'40

15021

P

72.1

10

1_5728

74.7

17205 76.4

1931.0

21.4

13

296 1.8

44.4

375

840 38

1.9

40.8

1.9

437 1.8

45.4

83.2

3.3

75.2 3.6

90.1

4.1
110
27

40
34
0.5

86.4

3.7

79.7

3.7

86.2 3.5

229 8

107

234.1

17.7

4081 167

89.0
4213

56.3

83.6

o
235

70 i

2.1
T44

46.8

2.0

46.0 2.2

56.7

41_

03

10

96.7

3.5

" 80.1

897

60
20.7

2.3

Sy
0.4

2.8
0.7

18.4
8.2

180

375.3

16.0

3479

19.1

4406

38

97.2
713
7.4
18.6
485.7

Switzerland
Unlted Klngdom

1.8
171

37.8

2.1

'46.5

3.2

75.0 3.9

356.7

191

417.3

16.1

15

31.1

1.9

42,0

3473

91 03

154'

OECD countrles outslde Europe

Canada
Jap‘a?""'
Umted States T

Eastern Bloc
Czechoslovakia

6.2
1.1

6.4

0.8

140.3

5.0

1156.7 6.9

97.8
389.8

o 63

1736

55T

0.4

"93 0.2

703

0.2

i

16

38.1

55

6.3
57.5

IR

316.9

05

12.3

117.9°

267.1

100

16.4

30

68.3 4. 4

379.7
7.9

15.0

05 "

109.8

379.7
11.8

Democratic Repﬂt;ii_i: of Gefmgny
People s Republlc of Chma o

Poland
Soviet Unlon
Other T

Latin Amerlca

Argentma

72397

11.1
aaeT

0.6
sy
e

181

0.5

11.6 0.5

13.2

38

0.2

07

"33 0.6

170

14.0
366

180

8.1

51.3

167

2.8
1.0

07

1986

162

13.8

0.9

318.1 11.6

208

o

290.8
13.3

61.5

1.9

447 0.3

220

0.0

1.1

7.2
1.3

Brazn

113
5.2

0.6
0.3

"'136

6.4

00
0.0

0.2
0.1

Colombia 02
Other 0.9
Other 4.2
GRAND TOTAL _ 100.0

of which

EFTA cou nmes
EEC counmes

45.7

181
86.2

12086.5

954.0

09

195

0.2

'I 00.0

6.4

138.4

2180.1

100.0

2302.8

46.6

1015.4

45.2

1040.0 47.4

1.4

100.0

5.6

37.3

2528.8

1199.7

23.7

1493.8

22.8

4981

288

664.1

281

709.6

' 78.2

16321

78.5

17131

79.7

1836.2 83.3

21046
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BALANCE OF PAYMENTS

Visible Visible

Visible Transport,
Period exports imports trade neg
f.o.b. c.if. account

Other
services,
net

Travel,
net

Visible and |yestment

invisible i come,
trade net
account

Transfer
payments,

net

Current
account

1968
1969

6832
8296

6730 102 ~ +481

8628 —232  +579

—276

+550
—323

1970 9635 11100 —1465

Jan.-Mar
1968
1969

—130

1385 1516
1696 1944

4782 +142

+ 7

1970

) 2074 2309
1971

9 —236
2167 2536

—369

L1808

1829

July-Sept.
1968

1680 1500

1969
1970 _

2168 2022
2471 2690

Oct.-Dec.
1968
1969
1970

1959 1886
2430 2554
2661 3380

—3
+18

2
17
+ 10

+ 2
— 6
+ 0

*82 +0
*38 T
*109

--12 —34

S+ 3 18
+ 9

+32_

~—b39

ERPPREE

— 4

— 3 — 58
—1561 — b7

—80 —86

67

67

+126 — 84
92 —102
—399 — 99

80

— b5

+72
—18

+269
+ 87
—-948

¥

— 12

Mill.mk
SEASONALLY ADJUSTED QUARTERLY FIGURES
200
bore’s
0 i
23
2
-200

; ‘ Visible trade account
~400 %

% Visible and Invisible trade account

600 A Current account

PO AN MU N N I

1968 1969

1970

1971
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Mill. mk

Miscells- S Seen Vews”™  Over-all Reserve movements
Drawings Amortiza-  LONg- neous Current  innort  export  short- surplus/
of tions of  !8M  jong.term Long-term  and credits  credits  term deficit
long-term  long-term  @Xport capital capital long-term ,n4 pre- and pre-  capital excl. Other
loans loans credits, items, account  capital pay- pay- itemsincl. T@89IVe Bank of  foreign
net net ! account pents, ments, errorsand MOVe-  Finland  exchange
net net  omissions Ments holders
+1246 —868 —167 —81  +120  +398 +236 — 64 + 28 4597 —664 + 67
+1_055 —-723________—180 ______—5__1 +101 +188 +284 —311 - 6__ i 55 +__‘|_15 7-270
#1479 —694 —2563 —202 _ +330 618 +756 +217 +1902 +645 —663_+ 18
+ 214 140 — 54 +4 +24 69______'_4-168 +191 + 24 +314 —401 -+ 87
+ 311 __—201 — 8 ~15 o+ 87 — 41 -l_-_]12 +147 — 46 t__1__7_2______—‘_|_3_§____ — 37
+ 278___r158 =581 +1 +70 —-107 — 8 +225 + 482 +167  —240 + 83
+ 617 —233 — 15 —20 +349 + 16 + 21 +339 — 342 +342 —314 — 28
—18 +146 A +180 +190 —144 — 56 +170 _ 72_3_3 + 63
55 —98 =3 13 ¥ 7 —23 —9%2 — 6 114 +262 —i3
£220 191 69— 4 — 44 281 +144_+ 52 +24 — 61 —86 +147
+_ 226 —212 — 14  —28 — 29 4262 — 98 —27 —26 +112 —18 -— 94
+ 146 —146 — 17  +6 — 11 +196 +34 —284 + 19 —35 1561 —116_
+359 175 —60 58 +66 +37 +8 — 2 —128 — 8 —116 +124
+__409—302 . — 81 —38 =12 +_£5__ — 25 - gtl +__85 r 1 =12 + 11
+319 —221 —57 —3 +38 426 +161_—82 +27 _+132 —153 + 21
+ 622 —170 - 73 141 +238_—267 +535 = 58 ~ +247 _____":_457_ ——121 —336
Assets: increase —, decrease +. Liabilities: increase +, decrease —.
1 Including Direct investment net.
2 Including Allocations of spacial drawing rights 88 million in 1970 and 85 million in 1971,
Mill.mk|
400
-200}— HHH Current and long-term capital account
x Over-all surplus/deficit excl. reserve movements
- S N IS R N B L1 L1 |
400 1968 1969 1970 1971
3 1160771 13



PRICE INDICES

Wholesale prices 1948 =100

Origin Purpose Stage of processing 864 =100
Period ; i More
Total Domes-  Im- Pro- Mear;hé‘n- Con- mftg‘,’i‘;.s s;,’}‘g_'y elab- Wages i
tic ported  ducer iransport SUMEr  and com- cessed orately Total buill?jin rlr31la“ter|igﬂ
goods  goods  goods gquipm. 900dS modities goods prggg(sissed proid g

1968 275 280 269 271 276 281 301 264 268 126 133 115
1969 285 288 271 283 291 286 313 276 273 181 139 119
1970 287 300 286 299 317 290 329 290 283 138 146 126

1970
July 298 301 285 300 290 282 138 146 127
Aug. 298 302 285 300 291 283 138 146 127
Sept 298 302 285 300 289 284 138 146 127
Oct. 299 301 290 300 287 287 138 146
Nov. 299 301 289 299 285 287 138 146
Dec. 300 303 291 300 287 289 139 146
1971
Jan. 305 307 297 305 345 295 341 290 204 141 148 130
Feb. 308 310 298 306 347 301 344 291 297 142 148 130
Mach 308 g1z 207 306 348002 045 292 297 143 148 183
April 308 311 298 307 352 300 342 293 299 148 164 133
Consumer prices 1967 =100
Cost of sﬁ::‘e-r Furniture,
I
=100 tog:gco f:g;; lighting  and recreation s;ci‘i o
operation

1968 212 166 109 111 110 106 107 108 _ 108 110 108 _ 109
1969 217 170 12 06 111 108 111 108 110 110 110 112
1970 223 175 115 116 115 108 116 121 _ 115 113 113 115

1970

July 223 175 115 W17 114 108 116 118 113 113 1183 115
Aug. 223 175 115 118 114 109 116 118 114 113 118 116
Sept. 224 176 116 118 114 110 116 121 114 112 113 116
Oct. 224 176 115 117 114 110 116 125 114 113 114 116

Nov. 226 178 16 117 114 111 116 129 114____:__ 114 114 117

Dec. . 225 %77 116 M6 14 11 116 131 15 115 114 118

228 18 17 W7 W7 1 116 187 s 117 118 122
229 180 118 18 117 1M1 117 138 116 119 115 128
L a8 v 19 11y M 118 140 116 120 M5 128
232 182 120 119 117 111 120 140 116 120 117 124




WAGES

Index

of salary and wage earnings 1964 =100

By industries

By institutional sectors

Period
i All All All
Wage earners in Employ- State Mll:)gllc- Eergglm/- salary wage employ-
Agri- M gtnuu- s(;.‘:jr::-_ 065 in employ-  gmbloy- private earners garners ees
culture ing r tion services ees eos sector
1968 151 142 136 147 14 149 139 142 140 141
1969* 164 154 143 156 _ 1851 158 160~ 150 _ 150 150
1970* 186 169 170 _ 162 159 166 163 156 169 163
1969*
Apr.-June _ 160 183 144 186 151 158 161 150 180__ 150
July-Sept. 167 154 144 1566 162 158 152 151 151 161
Oct-Dec. _ 167 167 144 186 152 168 162 151 161 151
1970
Jan.-Mar, 178 166 167 162 1569 165 160 155 165 160
Apr-June 187 169 169 162 159 165 163 155 171 164
July-Sept. 187 171 171 162 159 1656 164 155 171 164
Oct.-Dac. 193 7N 172 162 169 166 164 165 170 163
1971*
Jan.-Mar. 206 186 18?__ 170 164 . 164 184 175
PRODUCTION
Volume indices of production 1964=100
Period Indus- House landand  Trans- Commer Public
Gross trial Agri- For- con- waterway port and banklng Ownershlp admln .
domaestic pro- culture estry struc-  construc- communi-  and of dwell-  “gpqg Services
product  gyction tion tion cations  insurance ings defence
1967 110 115 95 89 117 106 109 113 114 114 114
1968 ~ M3 1207 97 93 109 108 14 M 118 19 119
1969 122 137 % 102 125 104 123 123 123 123 _ 127
1970 131 160 94 111 141 98 131 132 120 128 133
1970*
Jan-Mar. - 126 149 63 166 93 99 120 121 127 127 132
_ApL-June_ 130 1561 _ 75 127 126 99 132 133 127 127 133
JHWE§EPL___1§2 __139 ___]70 . 56 176 99 138 132 129 128 133
Oct.-Dec. 136 1 60 66 107 ______]__7_2_ 94 135 145 132 130 136
1971* .
Jan-Mar. 127 142 62 162 99 95 126 128 133 131 138
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PRODUCTION

Index of industrial production 1959 =100

Special indices of manufacturing Total,
Period adjusted
Invest- Other Consumer . Non- for
Total  ment  producer  “goods Food Wood Paper ~ Chemi-  metallic ~ Metal ~ Seasonal

goods goods . . . ca : : varia-
industry  industry  industry industry Iwér:jesrtﬂ, industry tions

1967 172 163 180 168 160 125 187

168 172

81

1969 205 210 212 187 175 148 222 278 274 199 205

1970* 223 228 231 204 186 159 234 320 296 217 223

1969
Dec. 214 222 293 190 162 145 216 317 291 215 217

Jan. 227 234 239 197 163 166 242 328 270 221 217

T L W T T =
March 222 228 230 201 162 164 238 305 287 219 220
ot e o e e L i S e
v 220 928 e G s
June 216 224 216 211 195 147 209 308 3¢ 213 224
July 174 133 192 147 189 133 247 270 288 127 224
e T T
Sept. 233 245 238 217 184 162 243 309 318 232 225
Oct. 241 261 249 217 T 239 7349 325 245 226

254 247 209 208 156
Dec. 235 248 242 213 193 163 215 365 289 234

1971*

Jan. 230 241 243 198 159 166 247 344 292 228 225
Feb. 191 105 203 191 158 164 232 320 284 106 192
March 203 85 213 213 176 184 257 338 287 87 179

Index T T T Index ¥ 1 i
INDEX OF INDUSTRIAL PRODUCTION 1959 = 100 INDEX OF - INDUSTRIAL PRODUCTION 1959=100

280|— SEASONALLY ADJUSTED 260 SEASONALLY ADJUSTED —
MONTHLY FIGURES MONTHLY FIGURES ‘ A

260 I 240

PR N
240 "

Investment 'goodﬂ k
AM \/ ar st
-!

T
Paper Industry s ‘;‘,l 200
[ALd hd ~
* ty \ /N PR N
9 180

.
> v tau
°\' & /’Total Industry \ m& Consumer goods
~ - 160 v
¢,

180 [ -

160 g T 140

140 P 120

Longtugtr® S Wood industry

120} + 100 -

qoolutiiiiininediie it b L) goliiiie o i i\
1968 1969 1970 1971 1968 1969 1970 g \s 1971

220
220
200
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LABOUR—TIMBER FELLINGS—INTERNAL TRADE—TRAFFIC

I:gtt)ﬂr Employed g{;@é Unr;r:r?tl.o v Cog\n%eer:: el Hest;i;:rs' g?:rl:'- [ndtiﬁ;rtf?; of
Period 60 porsons 1000 RotioEl i de Vodex g ctivty
persons persons force cu. m 1968=100 1968 =100 100
1967 2205 2142 63 2.9 30 240 . 103
1968 2188 2100 88 40 31859 100 100 106
1969 2189 2127 62 2.8 35338 108 117 118
1970* 2195 2154 4 1.9 39287 114 130 125
1970
Jan. 2133 2074 59 2.8 3873 94 103 116
Feb. 2130 2073 57 2.7 4945 93 113 111
March 2129 2075 54 25 4952 100 122 118
April 2130 2078 52 24 4593 111 134 129
May 2175 2137 38 1.7 3382 17 130 127
June 2323 2284 39 1.7 2469 118 130 127
July 2347 2315 32 1.4 1127 115 124 130
Aug T 2300 2265 35 1.5 1346 108 128 137
Sept 2180 2152 28 13 1894 115 146 131
Oct. 2171 2142 29 1.3 2659 121 142 135
Nov 2161 2131 30 1.4 3308 116 137 120
Dec 2156 2118 38 1.8 4719 157 156 125
1971*
Jan 2111 2 061 50 2.4 4212
Feb. 2115 2057 58 2.7 4932 o
HOUSE CONSTRUCTION
Building permits granted Buildings completed Building
works
. Industrial . Industrial under
Period Total gt fam o oend o Public oo Reuden- Fam o and o Public  con:
buildings buildings g‘ljjﬁg::.;ss buildings buildings buildings ggi?:i?:;ss buildings tion
Million cubic metres
1968 31.56 1400 295 956 306 2644 1172 258 915 1.35  34.09
1969 3895 1538 3.88 1529 212 3203 1285 315 1095 3.32  36.40
1970 4 17.96 372 1556 236 37.99 1612 422 1247 331 3598
1969
July-Sept. 1178 494 086 462 075 9.69 367 096 304 131 3814
Oct—Dec. 976 337 055 444 080 11.23 448 146 415 0.63  36.40
1970°
Jan.-Mar. 658 257 061 281 036 534 250 037 1.92 039 3629
Apr-June 1425 604 181 526 050 729 337 063 237 066  40.85
July-Sept. _11.62 512 086 425 072 1017 417 145 278 103 4147
Oct.-Dec. '9.07 423 044 324 078 1406 550 172 512 1.9 3598
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EXPLANATIONS RELATING TO THE STATISTICAL SECTION

BANK OF FINLAND

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

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

Commercial bank and mortgage bank figures obtained from the
official bank statistics, savings bank figures from the Central
Gtatistical Office. other figures from the respective credit insti-
tutions or their central banks.

Page 6. Chaque accounts in all credit institutions relates to com-
mercial banks, savings banks, co-operative banks, and mortgage
banks. Term deposits in all credit institutions includes a small
amount of deposits in mortgage banks.

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

STATE FINANCES

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

FOREIGN TRADE

Pages 9—11. Figures supplied by the Board of Customs. /ndices
(p. 9): The indices are calculated according to the Laspeyres
formula. At the end of the year the arithmetic mean of the Laspeyres
indices corresponds to the annual level of the Fisherindex formula.
Terms of trade: the ratio of export indices to importindices. Foreign
trade by countries (p. 11). imports by countries of purchase,
exports by countries of sale.

BALANCE OF PAYMENTS

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

PRICE INDICES

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

WAGES — PRODUCTION

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

Page 186. Index of industrial production calculated by the Central
Statistical Office. The grouping by branches of industry is in
accordance with the international nomenclature (ISIC). The
seasonally adjusted series is calculated by the Bank of Finland In-
stitute for Economic Research on the basis of the index of indus-
trial production per working day according to & method resem-
bling the U.S. Bureau of Census Method Il. Commodities accord-
ing to use: investment goods weight 14.3, other producer goods
weight 87.0 and consumer goods weight 28.7. Special manu-
facturing indices: food industry ISIC no. 20, weight 11.2, wood
industry no. 25, weight 8.6, paper industry no. 27, weight 13.1,
chemical industry no. 31, weight 6.2, non-metallic mineral industry
no. 33, weight 3.6 and metal industry nos. 34—38, weight 23.5

LABOUR — TIMBER FELLINGS — INTERNAL TRADE —
TRAFFIC — HOUSE CONSTRUCTION

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

SYMBOLS USED

¢ Preliminary O Less than half the final digit shown
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.. Not available — Nil S affected by strike



SOME PARTICULARS ABOUT FINLAND

FORM OF GOVERNMENT

From 1155 to 1808 Finland formed a part of the kingdom of Sweden
and was raised in 1556 to the dignity of a Grand Duchy. Connected
from 1809 with Russia, Finland was an autonomous country with
the Emperor as Grand Duke until December 6, 1917, the date of
Finland’s declaration of independence. The republican constitution
was adopted in 1919. The legislative power of the country is vested
in Parliament and the President. The highest executive power is
held by the President, elected for a period of 6 years. The President
for the current period, March 1, 1968, to March 1, 1974, is Urho
Kekkonen.

Parliament, comprising 200 members, is elected by universal
suffrage for a period of 4 years. The number of seats of the different
parties in Parliament elected in 1970 were as follows: Social
Democrats 52, Conservatives 37, Centre Party 36, People’s Dem-
ocrats 36, Finnish Farmers’ Party 18, Swedish Party 12, Liberal
Party 8 and Christian League 1.

INTERNATIONAL ORGANIZATIONS

Finland became a member of BIS 1930, IMF 1948, IBRD 1948,
GATT 1950, UN 1955, [FC 1956. IDA 1960, EFTA 1961, ADB
1966 and OECD 1969.

LAND

THE AREA is 337 000 square kilometres (Great Britain’s area is
245000 sq. km and ltaly’s area 301 000 sg. 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 as a whole. Of the land area 21.8 mill. ha (53.9
mill. acres), or 71.3 %. are covered by forests.

OWNERSHIP OF LAND (1860): The total land area was distrib-
uted among different classes of owners approximately as follows:
private 60.9 %, State 31.8 %, joint stock companies etc. 5.6 %,
municipalities and parishes 1.7 %.

POPULATION

NUMBER OF INHABITANTS (1969): 4.7 million. Sweden 8.0
Switzerland 6.2, Denmark 4.9 and Norway 3.9 million.

DENSITY OF POPULATION (1969): In South Finland 26.3, in
North Finland 4.2 and in the whole country an average of 15.4
inhabitants to the square kilomatre.

DISTRIBUTION BY AREA (1969): 50 % of the population in-
habit the rural areas, 50 % towns and urban districts. The largest
towns are: Helsinki (Helsingfors), the capital 534 000 inhabitants,
Tampsre (Tammerfors) 155 500, Turku (Abo) 154 700.

EMPLOYMENT (1969): Agriculture and forestry 24 %, industry
and construction 34 %, commerce 15 %, transport and communica-
tions 7 %, services 20 %.

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

EDUCATION (1969): Practically all persons over 15 years of age
are literate. There are 6 universities (the oldest founded in 1640),
7 colleges of university standard, and 2 teacher training colleges,
besides teacher training departments in two of the universities.

CHANGE OF POPULATION (1969): births 14.5 9/go, deaths
9.8 9/40, increase 1.8 ©/qo. Net emigration 3.0 9/go. Deaths in
France 11.7 9/q0 and Great Britain 11.9 9/40.

TRADE AND TRANSPORT

NATIONAL INCOME (1970, in million marks). Gross domestic
product at factor cost by Industrial origin: agriculture 2 727 (7 %).
forestry and fishing 2 683 (7 %), manufacturing 11 643 (30 %).
construction 3667 (10%), transport and communication 3719
(10 %), commerce, banking and insurance 4733 (12 %), public
administration 2 228 (6 %). ownership of dwellings 1 694 (4 %),
services 5 328 (14 %), total 38 422. Index of real domestic product
131 (1964 = 100).

FOREST RESOURCES (1960—1969): The growing stock com-
prised 1 450 million of solid cu. m incl. bark (51 210 million cu.ft),
of which pine 43 % and spruce 38 %, the rest 19 % being broad-
leaf-trees, chiefly birch. Of the growing stock 17 411 million cu. ft,
48 % of them pine, was up to the standard required for logs The
annual growth is 47 million solid cu. m green wood excl. bark
(1 660 mill. cu. ft). The total removal in 1970 calculated accord-
ing to the use of wood was 51 million cu. m excl. bark (1758
million cu. ft).

AGRICULTURE (1970): Cultivated land 2.7 million hectares.
Number of holdings 297 300, of which 188 400 are of more than
6 ha. Measure of self-sufficiency in bread cereals 123 % in the
crop year 1969/70.

INDUSTRY (1968): Gross value of industrial production 26 033
mill. marks, number of workers 353 526, salaried employees
89 973, motive power (1968) 4.4 mill. kW. Index of industrial
production 223 for 1970 (19569 = 100).

STATE RAILWAYS (Jan. 1, 1971): Length 5874 km.

MERCHANT FLEET (Apr. 30. 1971): Steamers 47 (49 777 gross
reg. tons), motor vessels 380 (562 849 gross reg. tons), tankers
56 (705 131 gross reg. tons), sailing vessels with auxiliary engines
9 (1 274 gross reg. tons). Total 492 (1 319 031 gross reg. tons).

MOTOR VEHICLES (Dec. 31, 1970): Passenger cars 712 000,
lorries and vans 102 800, buses 8 100 others 5 000. Total 828 000.

FINNISH AIRCRAFT (March 1971): Finnish Airlines. Finnair and
Kar-Air have in use 3 DC-8-62s, 3 DC-6s, 8 Super Caravelies, 3
DC-9s and 9 Convair Metropolitans. Companies have scheduled
traffic ouiside of Finland to 24 airports and to 16 domestic
airports.

FINANCE AND BANKING

CURRENCY. Since 1860, Finland has had its own monetary
systom. 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
ond of 1962 was entirely cancelled. The monsetary unit is the ma k
(Finnish markka). Since Oct. 12, 1967, the par value of the mark
is 0.21159 grams of fine gold per mark (equivalent to 4.20
marks per U.S. dotlar).

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 Repubtlic; 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, 1970). There are two
big and five small commercial banks with in all 825 offices, 327
savings banks, 445 co-operative banks, six mortgage banks, and
Post Office Bank. The co-operative stores accept deposits from
their members. The National Pension Institute and sixtyone private
insurance companies also grant credits.

RATES OF INTEREST (June 1, 1971). Bank of Finland discount
rates 6—9 %, the rate for discounts or rediscounts for banks 8 1 %.
Other credit institutions: term deposits b %, 6 month deposits
514 %, 12 month deposits 6 %. 24 month deposits 7 %:; highest
lending rate 11 % from May 24, 1971.
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PUBLIC FINANCE IN 1970
By Antero Arimo, M. Pol. Sc.

Fellow of the Bank of Finland Institute for Economic Research

THE 1970 BUDGET

The economic upswing that had started in 1968
was still in progress at the time when the
Government submitted the 1970 budget pro-
posal to Parliament in September 1969. As a
result of the strengthening of export demand
in 1968 domestic investment accelerated con-
siderably in 1969. The State supported the
expansion of investment by channelling export
levy funds collected after the devaluation to
those projects which would stimulate economic
growth, i.a. to the development of power pro-
duction and the telecommunication network.
At the same time it was possible to reduce
public fixed investment for the unemployment
rate was decreasing comparatively rapidly and
thus scope was provided for the expansion of
private investment activity. As the national
income increased, state revenue rose faster
than expenditure despite the fact that the
revenue rates were kept unchanged. The 1970
budget proposal attempted to limit the increase
in state expenditure on goods and services;
the impact of total state expenditure on
demand was to be approximately neutral. The
Government estimated that the growth in real
national income in 1970 would be 6 per cent.
In addition, the employment situation was
expected to improve. It had been estimated
that the average unemployment rate would
drop from 2.8 per cent in 1969 to 2 per cent
in 1970.

When the budget proposals were being pre-
pared the negotiations between the various
interested organizations on the continuation of
the so-called stabilization policy were taken
into consideration as much as possible. One of
the prerequisites for a centralized incomes
policy was, as in the previous year, that no
increase be effected in the revenue rates. It was,
however, agreed in the stabilization negotia-
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tions that certain prices and service charges
should be raised at the beginning of 1970
mainly because these had fallen behind in
general cost developments. The most impor-
tant of these were a 12 per cent average
increase in the prices of alcoholic beverages
and an average b per cent increase in the
tariffs on postal and telegraphic services.
Certain other changes in the revenue rates
that had been agreed on previously were also
made at the same time. The corporate income
tax was decreased by 2 percentage units to
47 per cent. On the basis of the Kennedy
Round import tariffs were also reduced.

As the revenue rates remained almost the same
as in the previous year, attempts were made to
limit the growth of expenditure. The favourable
cyclical situation provided a good basis for
checking the increase in the State’'s own
demand,i.e. in consumption and real investment
expenditure. As for transfer expenditure, a sharp
increase could be expected in agricultural
subsidies for excess production was causing
continuous concern aithough measures had
been taken to reduce output. The demand for
housing had increased strongly, especially
during the boom. Consequently, appropriations
for residential building loans were raised by
almost one fifth. Total proposed expenditure
was 10 209 million marks, which was 11 per
cent more than the ordinary budget passed by
Parliament for 1969. During parliamentary
discussion appropriations for e.g. agricuitural
subsidies were increased and the total of
approved expenditure reached 10 297 million
marks.

In order to reduce agricultural output the
measures to reduce the area under cultivation
which had been introduced in 1969 were
continued and by the end of 1970 the amount
of cultivated land had been cut by 130 000 ha



or almost b per cent. In June Parliament
sanctioned the payment of a special subsidy
for slaughtered milk cows when passing the
third supplementary budget. This decision cut
the number of milk cows by about 50 000 in
1970. In spite of this, the export subsidies for
agricultural produce and other expenditure
intended to promote the marketing of these
products had to be increased later in the year.
When passing the fifth supplementary budget
in December Parliament allocated another 140
million marks as export subsidies for i.a. butter
and wheat. The excess stocks of butter and
grain were reduced in 1970, because of exports
and the decline of agricultural production.

The employment situation developed favourably
in 1970. The average unemployment rate was
1.9. per cent. This decline in the rate was caused
not only by the increase in economic activity
but also by emigration, primarily to Sweden.
Net emigration was between 35000 and
40000 in 1970. People emigrated mainly
from the Northern and Eastern parts of the
country, where unemployment is heavy but the
higher wages offered in Sweden also tempted
skilled labour from the South. At the same time
the State tried to facilitate structural change in
the economy by arranging professional courses
and promoting the mobility of labour. About
11 500 completed the courses in 1970. Man-
power mobility was hampered by the difficult
housing situation in the Southern population
centres. Shortage of skilled labour began to
check the growth of production in some
sectors, e.g. in the metal and textile industries
and in house building.

In these circumstances it had to be presupposed
that the public sector would not be competing
with the private sector for labour. It was possible
to reduce the number of those employed
through state and municipal spending by
almost 10 000 persons. The volume of public
fixed investment (excl. enterprises) was cut by
almost 9 per cent; the volume of investmentin
road and waterway construction declined by 10
per cent and that in house building was re-
duced by nearly as much, namely by 9 per
cent. State fixed investment decreased even
more, i.e. by 12.5 per cent.

The volume of public consumption increased
by slightly more than 6 per cent or by a little
over one percentage unit more than in the
previous year. The acceleration in the growth
rate was caused by the fact that the increase
in state consumption expenditure had been
deliberately curbed in 1969. Municipal con-
sumption expenditure on the other hand grew
atthe same rate asin 1969. Civil service salaries
were raised on the basis of the stabilization
agreement. The increase effected was 18
pennies per hour, or a corresponding amount,
and not less than one per cent of an employee’s
total wage or salary. Apart from this, 1 per cent
of total salaries was to be distributed as special
increases. Because of the structure of civil
service salaries this amounted to a rise of 3 %
per cent, i.e. less than the increase in the general
wage level, Civil servants, however, also
obtained the last part of the general increase
agreed in 1963. As a result, the total increase
in civil service salaries was 5 per cent in 1970.

The State granted 430 million marks for housing
loans in the 1970 budget. In the third supple-
mentary budget another 22 million was
earmarked for this purpose. When passing this
supplementary budget Parliament decided to
revise the legislation so as to make it possible
to acceierate the re-payment of housing loans.
In 1970, however, the amortization of housing
loans did not substantially increase as a result
of this revision. More than 49 000 new dwell-
ings were completed in 1970, of which
approximately 21 500 or 44 per cent were
state-subsidized. In 1965 the corresponding
percentage was only 32 per cent. No marked
changes occurred in the volume of residential
building from 1965 to 1968, although state
loans were increased considerably. The growth
in the number of completed dwellings in 1969
was almost entirely ascribable to the expansion
of state-subsidized housing. In this vyear
more than 47 per cent of all dwellings com-
pleted were subsidized by the State.

As the economy continued to grow briskly in
1970 indications of overheating began to
appear. It had already been agreed by the
Government and the central industrial organi-
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zations in 1969 that firms should accumulate
investment and counter-cyclical deposits at the
Bank of Finland. About 300 million marks of
these deposits had accrued by the end of 1970.
The State also participated in the accumulation
of counter-cyclical funds by transferring a total
of 100 million marks to the government counter-
cyclical fund which had been set up at the end
of 1969. These transfers were made in two
equal amounts in the second and third supple-
mentary budgets. The funds transferred were
then invested in foreign claims.

Altogether five supplementary budgets were
passed during the year. Three of them were
presented during the first half of the year and
two in the autumn. Apart from agricultural
subsidies and transfers to the government
counter-cyclical fund, appropriations were
granted for education and the communal
health service among other things. In the last
supplementary budget grants were also ear-
marked for employment purposes, mainly
because of unemployment caused by seasonal
developments. On the revenue side the main
increases were in the yield from various taxes.
As economic activity proved to be more lively
than had been forecast — the volume increase
in the GDP at market prices was almost 7 %
per cent in 1970 — it became clear that the
estimated vyield from taxation in the ordinary
budget was too cautious. The budgeted
expenditure, including supplementary budgets,
amounted to 11 070 million marks or 7 per cent
more than in 1969 (10 351 million marks).

FINANCE ACCOUNTS

The enclosed chart shows how state revenue
and expenditure and their cumulative difference
developed in 1970 in comparison with the
corresponding figures for 1969. In the first
quarter there was a 12 per cent increase in
revenue and a less than 10 per cent increase
in expenditure on the corresponding period
in 1969. The growth rate of revenue remained
unchanged in the first half of the year whereas
that of expenditure slowed down to slightly
more than 8 per cent. Tax and similar revenue
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increased by 13 per cent; a large increase
occurred e.g. in the yield from income and
property taxation (17 % per cent) and in that
from the sales tax (16 per cent). In the latter
half of the year a more than 13 per cent increase
was recorded in revenue while the growth of
expenditure totalled only slightly more than
6 per cent. The revenue surplus increased
considerably more rapidly during the latter
part of 1970 than in the corresponding period
in 1969 as shown by the curve standing for
the cumulative difference between revenue and
expenditure.

Table 1 displays the distribution of cash revenue
and expenditure divided into their major cate-
gories (for a more detailed distribution see
Bulletin No. 4, 1971, page 8). The increase
in the vield from taxation and similar revenue
was quite marked, more than 13 per cent.
A higher than average growth occurred in the
proceeds from income and property taxation
and from the sales tax, approximately 17 per
cent in both. The earnings of the State Alcohal
Monopoly increased by one fourth. This is
reflected in the sharp increase in the item
»Other taxes and similar revenue». Although
the prices of alcoholic beverages were raised
at the beginning of the year, their consump-
tion grew considerably. Income from customs
tariffs and import charges grew by about
11 per cent in spite of the reductions in
tariffs effected at the beginning of the year
within the framework of the Kennedy Round
for the volume of imports increased by 19 per
cent and the value by 30 per cent on 1969.
The vield from excise duties increased by less
than average because the total income from
the excise tax on tobacco was the same as
in 1969.

On the expenditure side consumption expend-
iture increased by 11 per cent, which meant
a considerable increase in the growth rate on
the previous year when it had been 6 per cent.
Wage and salary expenditure and pensions
grew by 10 per cent or by the same rate as in
the previous year whereas other consumption
expenditure increased substantially after it had
declined in the previous year. Transfer expend-

TABLE 1.
STATE CASH REVENUE AND EXPENDITURE

Revenue
1969 1970
Million marks
Total taxes on income and property 2272 2652
Sales tax 2410 2827
Customs duties and import charges 415 460
Export levy 128 —
Excise duties 1272 1368
Other taxes and similar revenue 1802 2109
Other revenue 767 821
Redemptions of loans granted 203 206
Total revenue 9269 10437
Borrowing 933 747
Total 10202 11184
Expenditure
Consumption expenditure 2604 2 887
Transfer expenditure 4221 4636
Real investment 1308 1258
Interest on State debt and index
compensations 294 287
Other expenditure 68 46
Lending 686 668
Other financial investment 163 238
Total expenditure 9344 10020
Redemptions 735 679
Surplus 123 485
Total 10202 11184

iture grew by approximately 10 per cent. The
greatest increase in this category took place in
state subsidies to industries, which were for
the major part due to excess production in
agriculture. State support for local government
also increased by more than average or slightly
over 12 per cent. The greater part of these funds
were intended for the maintenance of schools
and hospitals. The growth in transfer expendi-
ture was checked as there were no more refunds
of the additional taxes paid on incomes and
property which had been collected in 1964; in
1969 expenditure on this had amounted to 101
million marks. The reduction in real investment
continued for the second subsequent year and
the rate was 4 per cent in 1970. The growth in
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»Other financial investment» was caused by the
transfer of a 100 million marks to the govern-
ment counter-cyclical fund.

Revenue (excluding borrowing) increased by
almost 13 per cent and expenditure (excluding
amortization) by more than 7 per cent. Thus
revenue exceeded expenditure by 417 million
marks.

EXPORT LEVY FUNDS

The collection of export levies was discontinued
in 1969. Altogether 665 million marks had been
collected (see Bulletin No. 8, 1970, page 24),
of which the following amounts were used in
1969 and 1970:

1969 1970  Remainder
Million marks

Purpose 1 86.0 23.8 0.1
Purpose 2 421 37.8 112.5
Purpose 3 163.2 6.8 0.3
Purpose 4 ‘ 1.0 45 2.5
Purpose b —_ — 2.2
Purpose 6 — 4.9 0.1

Total 292.3 77.8 117.7
Not appropriated 0.6

Left on deposit in the export levy
account at the Bank of Finland 118.3

The distribution of the used export levy funds
into the categories of Table 1 was the fol-
lowing:

1969 MilliL?]?g]ark?emainder
Transfer expenditure 16.7 12.9 4.9
Real investment 35.3 30.4 13.6
Lending 147.5 14.3 99.2
Other financial investment 92.8 20.2 —
Total 292.3 77.8 117.7
Not appropriated 0.6

Left on deposit in the export levy
account at the Bank of Finland 118.3

STATE BORROWING

The marked improvement in state finances was
also reflected in state borrowing in 1970. Sales
of government bonds intended for public
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subscription amounted to 438 million marks
as against 530 million marks in 1969. The most
important government loans were three bond
issues made in the spring, each bearing a 7 %
per cent interest rate and having a loan period
of four years. The sales of these three issues
totalled 245 million marks. in addition, a three-
year loan was launched in October, which had
a 7 % per cent interest rate and was sold to the
amount of 159 million marks. At the very end
of the year two loans were made to the Post
Office Bank; their total value was 110 million
marks. In addition, a 44 million mark insurance
company loan and some other loans totalling
69 million marks were made in 1970. Domestic
government bonds were sold up to the value
of 662 million marks, i.e. 65 million marks less
than in the previous year. As the amortization
of domestic loans amounted to 541 million
the net effect on the money market was slightly
restrictive. State finances would have allowed
considerably [ower net borrowing but the
overheating in the economy, which had
resulted in a current account deficit, persuaded
the Treasury to support the general monetary
policy. Foreign borrowing consisted of only
one DM loan, which was launched towards
the end of the year. As the amortization of
long-term foreign loans totalled 138 million
marks there was a decrease in the State’s
total foreign liabilities.

The composition of the 1969 and 1970 sur-
pluses is explained in Table 2.

TABLE 2. SHORT-TERM FINANCING

1969 1970
Miilion marks

Net change in prepayments received

and made etc. — 12 —250
Private funds (decr. —) + 3 — 3
Short-term credit (decr. —) —1563 —163
Current account debt to the Post

Office Bank (decr. —) — 46 —138
Export levy account at the Bank of

Finland (decr. +) +164 + 78
Cash, postal giro and cheque

accounts (incr. —) —79 - 9

Surplus (—) —123 —485



The state cash surplus was quite considerable
in 1970. »Net change in prepayments received
and made etc.» involved primarily an increase
in the liquid funds of the State, which had been
invested mainly in domestic assets. The
amortization of short-term liabilities included a

reduction of short-term foreign debt by 51
million marks, which left the state with no more
debt of this nature. A part of the surplus was
also used for the re-payment of the current
account debt to the Post Office Bank.

25



ITEMS

Finland’'s balance of payments January—
March 1971. According to the preliminary
figures of the Bank of Finland Institute for
Economic Research total revenue on current
account was 2 750 million marks and total
expenditure 3 083 million in the first quarter of
1971. Thus there was a current account deficit
of 333 million marks, which was 156 million
marks more than in the corresponding period
in 1970.

The value of commodity exports grew by 4.4
per cent and that of commodity imports by 9.8
per cent on the first quarter of 1970. The trade
deficit, including the adjustment items, was 369
million marks. The trade deficit in the first
quarter of 1970 had been 235 million marks.
The use of these figures for purposes of
comparison is difficult because of such special
factors as e.g. the strike in the metal industry
this vyear.

The service account surplus totalled 170 million
marks. The development of both the travel and
transport items was similar to that in the early
part of the previous year. The travel account
deficit grew by 4 million marks to 13 million
if compared with the first quarter of 1970. The
surplus on the transport account declined by
3 million marks to 165 million marks. This
figure is, however, an estimate.

The deficit on the visible and invisible trade
account was 199 million marks as against 80
million in the corresponding period one year

earlier. The net deficit due to interest payments
and income transfers increased by 37 million
marks to 134 million marks. Thus, as stated,
there was a current account deficit of 333 mil-
lion marks in the first quarter of 1971.

The net inflow of long-term capital grew
strongly in the first quarter of 1971 and totalled
349 million marks at the end of it. i.e. 280
million marks more than at the end of March
1970. Drawings on long-term loans totalled
617 million marks and amortizations 233 mil-
lion marks. Net claims due to long-term export
credits have been estimated to amount to 15
million marks. The outflow of long-term capital
in the form of direct investment was 37 million
marks and the corresponding inflow 2b million.

There was a decline in short-term capital
imports as a result of a decrease in the excep-
tionally high import liabilities which had
accrued in the latter half of 1970. The net
inflow in the first quarter was 241 mitlion marks,
i.e. 64 million marks more than in January—
March 1970. By adding to this the Special
Drawing Rights allocated by the International
Monetary Fund and totalling 85 million marks
we obtain an overall surplus of 342 miliion,
which equals the growth in the country’'s total
gold and foreign exchange reserves in January
—March. The gold and foreign exchange
reserves of the Bank of Finland increased by
314 million marks and the net foreign liability
of the authorized banks declined by 28 million
marks.
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ed monthly fig-
ures
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