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SITRA’'S TEN YEARS OF OPERATION

The Finnish National Fund for Research and
Development (SITRA) was founded in 1967
to commemorate the fiftieth anniversary of
Finland’'s independence. According to the
rules of the Fund, the annual interest yielded
by the basic capital is appropriated for purposes
which promote the country’s economic de-
velopment. The administrative responsibility
for the funds rests with their owner, the Bank
of Finland. The Bank Supervisors delegated
by Parliament are vested with the right to
make the final decisions on the disposal of
these funds. The Commissioner of the Fund
and his staff of 19 perform the practical
functions related to financing.

During its ten years of operation, SITRA's
initial capital of 100 million marks has been
twice added to: in 1972 it was increased by
100 million marks, and the decision on an
equal increase, made by the Bank Supervisors
in 1977 to commemorate the sixtieth anni-
versary of Finland's independence, only re-
quires the confirmation of Parliament to become
effective. Apart from the interest yielded by
the basic capital, the Fund has at its disposal
any repayments of funds previously appropri-
ated for risky projects. At present, the Fund
may use about 25 to 30 million marks per year.

SITRA is primarily concerned with providing
finance for the promotion of new technology
and innovations. Three quarters of the funds
disposable annually are used to finance com-
panies’ research and development projects.
Credit is granted in the form of conditional
loans, repayable with interest accrued if the
project proves successful.

SITRA also finances and publishes generally
important studies and surveys of various
fields of society and the ecenomy. In the fi-
nancing of these, attention is centred on the
prospects of finding better technical and
economic solutions to the problems at hand.
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In the financial market, SITRA lies somewhere
between the banks and other banking insti-
tutions and the public bodies financing scien-
tific research. Unless, for example, the urgency
of a project gives special reason, SITRA does
not, in principle, undertake functions which
are normally carried out by other financial
institutions.

The impact that ten years of operation by
SITRA have had on the economy’s growth
and prosperity cannot be assessed using
quantitative measures. The funds spent by
Finnish industry on research and development
are rather modest by international standards,
only 0.65 per cent of GDP. Nevertheless,
this represented about 500 million marks in
1975. Even if SITRA's total credit capacity
were devoted to research and development,
it would account for only about 5 per cent of
total financing. Although SITRA will always
play a minor direct role in the Finnish econo-
my’s financial flows, the indirect effects of
its financing can be significant.

In many cases, the product development pro-
jects financed by SITRA have resulted in prof-
itable business activities and repayment of the
loan capital. Moreover, there are projects
which have not proved so profitable as to
require repayment of SITRA's share in the
financing, but which can be classified as
successful owing, for example, to the techno-
logical progress made or to their potential
commercial success. Estimates of the shares
of successful and unsuccessful projects in
the total number of product development pro-
jects completed each year are shown in the
table.

From the beginning, SITRA has tried to pro-
mote the application of systematic research
and development methods. During the first
years of its operation, SITRA tried to achieve
this by organizing training sessions. Subse-
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DATA ON SITRA'S ACTIVITIES IN 1968—1977

Number of new projects approved
Amount of money used on the projects, mill.mk
Of this

with repayment obligation, mill.mk

without repayment obligation, mill.mk

Percentage shares of major industries in total financing:

electronics, per cent

Total in
1368— 1973 1974 1975 1976 1977 1968—
972 1977
346 70 59 65 67 59 666
35 9 15 20 22 21 122

26 7 " 15 18 17 94
9 2 4 ) 4 4 28

20 36 3b 22 32 30 28

manufacture of machinery and metal products, per cent 32 156 20 25 23 21 25

chemical industries, per cent
Repayment of loans, mill.mk

10 17 12 6 9 10 11
26 19 17 25 24 57 168

Estimates of the success of completed product development

projects:
number of successful projects
number of unsuccessful projects
number of non-assessable projects

quently, the demands set on loan applicants
and the development of project control meth-
ods have worked in the same direction.
Recently, SITRA has also emphasized the
role of creative work in development projects
and promoted the introduction of »creativity
training».

When selecting its objects of financing, SITRA
has paid a lot of attention to the prospects
of raising the standard of technology. Priority
has been given to projects which represent a
high level of technology. The fact that the
electronics industry has accounted for a rela-
tively large share in total financing can be
partly explained in this way. Efforts have
been made to increase the country’s inter-
national competitiveness by expanding tech-
nological knowledge rather than by consuming
raw materials or cheap labour. The importance
of the dissemination of technology has been
taken into account in SITRA's financing
activity so that credit can also be granted for
the purchase of a licence.

SITRA has continuosly developed and ex-
perimented with new types of financing for
supporting economically interesting projects;
this can be regarded as one of the indirect
achievements of SITRA's activities. SITRA
was the first public body in Finland to provide
finance for risky product development pro-
jects, and it is still the only financial institution

2

46 50 52 55 76 91 91
26 35 48 b5 98 100 100
24 25 26 38 64 63 63

which uses royalties directly linked with the
economic success of the project as a basis
for repayment.

In granting credit. SITRA pays much attention
to the commercial aspects of development
projects. Often the financial plans for a product
development project also include an appro-
priation for promotion of marketing, or the
project may even be entirely aimed at improv-
ing the sales prospects of the product. The
provision of guarantees for commercial re-
ference installations is one popular type of
financing which has proved important. It can
be granted to an enterprise which aims to
find a first buyer for a new product. In this
case, SITRA places at the disposal of the
seller a set amount of money which will cover
the potential alteration and repair costs re-
quired by the buyer. Thus the buyer receives
adequate guarantees that the performance
agreed upon will be achieved, and the seller
receives a reference which is necessary for
his future deliveries.

The granting of conditional loans to cover
the expenses incurred by the preparation of
offers for exports of construction projects can
be mentioned as another type of financing.
This type. which was previously used to
promote Finnish engineering exports, is nowa-
days included — in a considerably expanded
form — in the state budget.

(continued on page 28)



BANK OF FINLAND

Mill mk

1977 1978
April- 29 Dec. 31 April 7 April 14 April 21 April 28

Assets )

Gold and foreign exchange receivables 2050 2139 3759 3732 3732 3696
Gold 127 133 133 133 133 133
Special drawing rights 221 204 187 187 187 187
Convertible currencies 976 1265 2594 2 555 2 606 2570
Tied currencies 726 537 } 845 857 806 806

Other foreign receivables 1738 1959 2158 2160 2183 2187
Foreign bills 455 488 560 550 569 573
Foreign bonds 451 543 670 682 686 686
Currency subscription to Finland’s quota

in the IMF 827 928 928 928 928 928

Receivables from financial
institutions 4092 5420 4663 4286 4778 4515
Cheque accounts of the commercial banks 152 110 146 166 163 167
Discounted bills 2460 3091 2363 2237 2427 2 346
Bonds 3756 354 573 455 574 536
Call money market advances 1050 1804 15563 1395 1600 1444
Other financial institution receivables 55 61 28 44 14 32

Receivables from the public sector 407 391 390 390 387 382
Bonds 74 60 51 51 52 52
Total coinage 288 304 321 321 322 323
Other public sector receivables 45 27 18 18 13 7

Receivables from corporations 1398 1416 1486 1483 1486 1483
New export bills 182 194 221 222 222 220
Financing of suppliers’ credits 616 714 779 776 779 778
Bonds : 188 214 199 199 197 197
Other corporate receivables 412 294 287 286 288 288

Other assets 62 85 60 60 60 60

Total 9742 11410 125616 12111 12626 12323

Liabilities

Foreign exchange liabilities 94 94 67 69 58 72
Convertible accounts 65 53 41 40 38 51
Tied accounts 29 41 26 29 20 21

Other foreign liabilities 1923 3447 3389 3393 3408 3408
IMF mark accounts 1665 1838 1838 1838 1838 1838
Allocations of special drawing rights 258 300 301 301 301 301
Term liabilities — 1309 12560 1254 1269 1269

Notes and coins in circulation 2924 3167 3211 3199 3200 3302
Notes 2671 2892 2924 2912 2913 3013
Coins 253 275 287 287 287 289

Deposit certificates in circulation 180 200 — — — —

Claims of financial institutions 16056 1194 2348 1922 2411 1988
Cheqgue account of Postipankki 1 1 0 0 2 0
Cheque accounts of the commercial banks 3 3 1 1 2 3
Call money market deposits 1050 850 1974 1586 2074 16563
Capital import deposits — 246 324 316 314 310
Other financial insuitution claims 11 94 49 19 19 22

Claims of the public sector 512 328 287 288 .292 289
Cheque accounts 0 2 0 1 2 0
Counter-cyclical reserves 34 36 38 38 38 38
Capital import deposits — 287 248 248 251 250
Other public sector claims 478 3 1 1 1 1

Claims of corporations 272 242 3385 385 390 389
Investment deposits 54 35 40 40 40 40
Capital import deposits 201 181 332 333 -~ 336 336
Import levy deposits 13 19 11 1 13 12
Other corporate claims 4 7 2 1 1 1

Other liabilities 14 13 14 14 13 14

Equalization accounts 778 671 708 729 737 742

Capital accounts 1980 2054 2107 2112 2117 2119
Primary capital 1400 1400 1400 1400 1400 1400
Reserve fund 436 436 545 545 545 545
Undisposed profits 102 — 109 109 109 109
Net_earnings. 42 218 53 58 63 65

Total 9742 11410 12516 12111 12626 12323




BANK OF FINLAND

Mill. mk

Foreign sector

Public sector

End of %glr?v:pt? Convert- %g:?v:r'f . Net Net Eggi%in
year or ible ex- ible ex- ible ex- Tiedex-  Other gy recaiv- Receiv- Liabili- liabfl-  catesin
month change change  change change receiv-  papilities  ables ables ties ities circula-
receiv- liabilities reserves  feserves  ables (3+4+ (9—8) tion
ables (1—2) 5—6)
1 2 3 4 5 6 7 8 9 10 1
1971 2620 30 25690 —297 686 704 2275 148 140 — 8 400
1972 2613 43 2570 — B 757 788 2533 175 49 —126 790
1973 1928 65 1863 210 803 788 2088 200 534 334 1450
1974 1784 62 1722 —388 1123 788 _ 1669 302 560 258 1040
1975 1488 78 1410 368 1274 1385 1667 339 1301 962 250
1976 1361 50 1311 389 1660 1923 1437 447 1133 686 —
..1602 83 1549 496 1969 3447 557 391 328 — 63 200
1977
Feb. 17180 49 1131 654 1637 1923 1499 426 873 447 -
March 1292 60 1232 608 1692 1923 1609 433 739 - 306 180
April 1324 65 1259 697 1733 1923 1766 407 512 105 180
May 1162 39 1113 714 1851 2030 1648 377 581 204 180
June 966 48 917 652 1855 2030 1394 362 430 68 180
July 85 56 799 722 1874 2080 1365 364 389 25 180
Aug 697 50 647 841 1857 2131 1214 360 353 — 7 180
Sept. 1072 51 1021 878 1866 2134 1621 365 343 — 22 180
Oct. 1121 47 1074 771 1893 2134 1604 363 286 — 77 180
Nov. 903 46 857 797 1912 2556 1010 364 407 43 180
Dec, 1602 653 1549 496 1959 3447 557 391 328 —63 200
1492 40 1452 648 1983 3360 723 399 320 —79 180
36 2 200 730 2093 3393 1630 401 297 —104 180
40 2814 822 2142 3391 2 387 405 288 —117 0
April 2890 51 2839 785 2187 3408 2403 382 289 —93  —
FOREIGN EXCHANGE SITUATION Mill. mk CURRENCY INDEX!
Net holdings, March 31, 1978 Change 1974 =100
I?:ml;n%f Other Total March Jan.—March 1977
Dec s
Gold 133 = 133 . - - 1978
Special drawing rights 187 - 187 - =17 Jan AR
IMF gold tranche — — . - - Feb. 1141
Convertible currencies 2494 —3537 —1043 +225  +b30 March 117.3
Total 2814 —3537 —723 +225 +513 April 117.2
Tied currencies 822 185 1007 +106  +365
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BANK OF FINLAND Mill. mk

Domestic financial sector Corporate sector
Dis- Cheque
Egg r gf' coau':ged Sg:egl:] r?t Other l?:lg"oil‘ji’;ts g’r:;%[.:’et Other  r °I‘\=|:it"" Receiv-  Liabili- rehcl:gv - N;.)’EZS,
month redis- receiv- receiv- 1o the liabilities liabili- ables ables ties ables coins in
cog;jiﬂged ables ables cor:i:;er- tgall:ﬁitil- ties (tg:%T (8—9) g;%un-
banks
1 2 3 4 5 6 7 8 9 10 1
1971 . 849 T T 9 2 .= 838 355 385 _— 30 1413
1972 753 5 — — 2 — 756 321 73 248 1879
1973 2556 61 - - 2 - _2_21_5 i‘l_g g?g E 2082
1974 3034 114 266 4 4 1 3405 631 195 436 2462
1975 3385 133 646 3 1 26 4135 933 539 394« 2855
1976 2920 174 1580 2 21139 3531 1400 308 1092 2 885
1977 3091 1102219 3. 101790 4226 1416 242 1174 3167
1977
Feb. 2604 176 2405 1 11865 3318 1306 363 983
March 2769 123 1690 2 0 1322 3258 1321 307 1014 ¢
April. 2 460 152 1480 3.1 1061 3027 _ 1398 272 1126 2924
May 2749 110 1193 2 0 832 3218 1437 263 1174 2932
June 2768 128 13056 5 0 768 3428 1459 230 1229 3164
July 2773 116 1320 5 0 797 3 407 1498 232 1266 3157
Aug 2779 85 1463 1 1 846 3479 1439 260 1179 3022
Sept. 2700 140 1303 5 0 1010 3128 1476 266 1210 3079
Oct. 2722 122 1691 1 0 1376 3158 1467 306 1162 3072
Nov. 3058 132 1809 1 0 1142 38566 1428 236 1192 3075
Dec. 3091 110 2219 -3 1 1190 4226 1416 242 1174 3167
1978
Jan. 3060 139 2575 1 0 1800 3873 1439 239 1200
Feb. 2668 149 2698 1 0 2440 3064 1504 331 1173
March 2454 123 2288 1 0 2340 2524 1477 386 1091
April 2346 167 2012 3 0 1985 2527 1483 389 1094 3
SELLING RATES FOR FOREIGN EXCHANGE Mk
April 21, 1978
New York * 18 4,232 Frankfurto. M. 100 DM 204.20 Vienna 100 S 28.35
Montreal 1$ 3.700 Amsterdam 100 Fi 191.10 Lisbon 100 Esc  10.23
London 1£ 7.755 Brussels 2 100 Fr Madrid 100 Pta 5.28
Stockholm 100 Kr 91.50 Zurich 100 Fr 21550 Tokyo 100Y 1.880
Oslo 100 Kr 78.40 Paris 100 FF 91.35 Reykjavik 100 Kr 1.63
Copenhagen 100 Kr 74.90 Rome 100 Lit 0.490 Moscow ° 1 Rb! 6.159

1 As from Dec. 20, 1971 also applied to clearing accounts with Berlin Budapest and Sofia.
2 13.140 commercial rate: 13.140 financial rate,
3 Clearing account: also Bucharest.



DEPOSITS BY THE PUBLIC? Mill. mk
Demand deposits Time deposits
End of . Total
S
yg:;';rr\ld Commer- b:r:’ll(gg&st Posti- All depos- Commer- Savings Co-op. Posti--  All depos- (4+9)
cial banks %o-(?(p, pankki it banks cial banks banks banks pankki it banks
anks
1 2 3 4 5 6 7 8 9 10

1974 2723 913 1638 5274 10811 8279 6299 2646 28035 33308
1975 3472 1181 2309 6962 12176 9743 7630 3200 32649 39611
1976 3071 1357 2336 6764 13282 11051 8610 36656 36608 43 372
1877 2948 1506 2212 6 666 14999 12671 9846 4177 41693 48 359
1976
Oct. 2 686 1204 1957 5 847 12484 10595 8337 3660 34976 40823
Nov. 2962 1231 1 924 6_11 7 12502 10766 8 473 3 606 356347 41 464
Dec. 3071 1357 2336 6764 13282 110561 8610 36656 36608 43372
1977
Jan, 3013 1205 2382 6600 13324 11162 8718 3692 36896 43496
Feb. 2816 1262 2504 6 582 13306 11267 8815 3741 37128 43711
March 2973 1342 2 353 6 668 13371 113563 8880 3825 37429 44 097
April 3013 1299 2388 6 700 13667 11428 9007 3825 37817 44517
May 3287 1359 2253 6 899 13598 11594 9074 3850 38116 45 015
June 3267 1406 2231 6 904 13740 11815 9211 3909 38675 45579
July 3031 1407 2131 6569 13828 11995 9330 3964 39107 45676
Aug. 3271 1486 2049 6 806 13960 12120 9474 3989 39543 46 349
Sept. 3042 1431 2053 6526 13966 12101 9471 3978 39516 46 042
Oct. 3147 1495 2027 6 669 14167 121562 9491 4012 39822 46 491
Nov, 3342 1508 2027 6877 14382 12350 9697 4066 40495 47372
Dec. 2948 1506 2212 6 666 14999 12671 9 846 4177 41693 48 359
1978
Jan. 3096 1351 2330 6777 14890 12747 9903 4203 41743 48520
Feb. 3106 1468 2478 7052 156191 12901 9996 4243 42331 49 383
1 New series. See explanations on page 18.

% Change from corresponding month of previous year
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ADVANCES TO THE PUBLIC'"—MONEY SUPPLY?

Mill. mk

Advances granted by

Types of advances

Money S.upply

End of
year and . Loans & Domestic Total i
h c - Savi g Posti- s i its i M, +Quasi-
T e e G e oiem, Ouiw R s w Mg
: currency currency
1 2 3 4 5 6 7 8 ] 10

1974 17 462 7715 6457 4653 33261 1136 1890 36 287 7549 35943
19756 20799 9108 7797 5597 38285 1281 3736 43 301 9772 43165
1976 22077 10616 9247 6120 42617 1569 3873 48 059 9 601 47 014
1977 24679 12312 105647 6609 47355 1690 5102 54147 9872 52581
1976
Qct, 21528 10278 8 855 6130 41503 1663 3726 46 791 8772 44332
Nov. 21825 10417 9000 6189 42012 1644 3875 47 431 8959 44924
Dec. 22077 10615 9247 6120 42617 1569 3873 48 059 9 601 47014
1977
Jan. 22376 10683 9271 6162 42796 1597 4089 48 482 9382 47443
Feb. 22535 10761 9276 6178 42914 1631 42056 48 750 9398 47255
March 22703 10801 9279 6293 42941 1621 4514 49 076 9496 47693
Apiril 23175 10885 9313 6242 43243 1551 4821 49615 9620 48164
May 23240 11055 94056 8337 43679 15456 4813 50037 9786 48845
June 23469 111564 9544 6352 43929 1639 4951 50519 9996 49380
July 23475 11263 9668 6312 44229 16756 4914 50718 9651 49 509
Aug. 23698 11430 9791 6361 44 670 1660 4840 51170 9818 50103
Sept. 24063 11640 9962 6476 45328 1659 5154 52 141 9670 50258
Oct. 24149 11823 10120 6598 45946 1717 5027 52 690 9732 50614
Nov. 24440 12004 10283 6676 46592 1723 5088 53403 9933 51436
Dec. 24679 12312 10547 6609 473556 1690 5102 54147 9872 52581
1978
Jan. 24843 12421 10575 6852 47794 1763 65134 54 691 9875 52716
Feb. 25472 12509 10636 6731 47977 1787 5584 55 348 10137 53709
1 New seties. See explanations on page 18.

% Change from corresponding month of previous year
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STATE FINANCES Mill. mk
Jan.—Dec. Jan.~Dec.
Revenuse Expenditure
1976 1977 1976 1977
Income and wealth tax (net) 11471 10477 Wages, salaries, pension etc. 5186 5742
Gross receipts (25 223) (27 400) Repair and maintenance 722 798
Refunds & local authorities —13762 —16 923  Other consumption expenditure 2403 2875
QOther taxes on income and Total consumption expenditure 8 311 9415
weslth e 245 270 State aid to local authorities 5760 6791
Employers child allowance State aid to industries 4614 4823
------- payments .. . 1234 1281 __of which: agric. price subsidies (2516) (2659)
Sales tax : 6667 8282  Child allowances 819 1051
Customs duties ar?d import Share in national pensions and
charges and levies 891 932 sickness insurance schemes 268 299
. o
Excise duties 4820 5785 Other transfer expenditure 34156 4106
Excise duty on alcoholic ‘
beverages ! 1 755 1814 Total 'fransfer expenc.hture 14876 17070
Excise duty on tobacco 385 900 MachmerY and equ.lprnent 1202 1357
Excise duty on hiquid fuel 1601 1943 Construction of buildings : 640 723
Other excise duties ' 579 1098 Land and waterway construction 1617 15627
Tax on autom. and motor-cycles 896 957  Total real investment 3 459 3607
Stamp duties 633 738  Interest on State debt 292 454
Special diesel etc. vehicles tax 97 148  Net deficit of State enterprises 258 22
Other taxes and similar revenue ! 934 872  Other expenditure 45 55
Total taxes 27888 29712 Total other expenditure 595 531
Miscellaneous revenue 1715 1948 Increase in inventories +37 +42
Interest, dividends etc. 584 656 Lending 2 965 2993
Redemptions of loans granted 397 416  Other financial investment 561 687
Total revenue 30583 32732 Total expenditure 30804 34345
Foreign borrowing 803 892 Redemption of foreign loans 216 163
Domestic borrowing 784 1123 Redemption of domestic loans 268 318
Total borrowing 1687 2015 Total redemptions 484 481
Deficit (+) or surplus (—) —882 79
Total Total 31288 34826 Total 31288 34826
1 New series.
1975 1976 1977 1978
State debt —_— —
Dec. Dec. Nov. Dec. Jan, Feb.
Foreign debt 1603 2248 3454 3679 36562 4013
Loans 1645 2175 2874 2963 3016 3106
Compensatory obligations 1 1 1 1 1 1
Short-term credit 856 287 227 1756
Cash debt (net) —242 —643 —462 —669
Domestic debt 1489 1820 2640 2470
Total State debt 3092 4068 6094 6149
Total debt, mill $ 798 1069 1459 1493




FOREIGN TRADE Mill. mk

i Indices of exports and
Value mill. mk imports 1975 = 100

Period Surplus of Period Volume Unit value
Exports Imports exports (+) Terms of
f.o b. c.if. or imports trade
(=) Exports Imports Exports Imports
1973 14 605 16 599 —1994 1973 121 93 60 64 94
1974 20 687 25 666 —4 979 1974 121 100 85 92 92
1975 20 247 28 002 —7755 1975 100 100 100 100 100
1976 24 505 28 bbb —4 050 1976 117 96 103 107 97
1977* 30945 30712 + 233 1977* 129 88 119 124 96
1977
Jan. 2469 2389 + 80 19756
Feb. 1817 1992 —75 Jan-March 100 107 102 99 103
March 2621 2404 + 217 Apr-June 92 95 101 100 100
April 2084 2169 — 85 July-Sept. 89 94 100 101 99
May 2233 2421 — 188 Oct.-Dec. 1186 100 100 103 97
June 2 541 3120 -— 579
July 2 833 2443 + 390
Aug. 2 240 2 397 —157
Sept. 2 901 2848 + 53 1976
Oct. 2991 2588 + 403 Jan.-March 99 87 100 104 96
Nov. 2 960 2 891 + 89 Apr-June 114 84 102 106 96
Dec. 31565 3050 + 105  July-Sept. 116 98 105 109 96
Oct.-Dec. 136 107 108 112 96
1978*
Jan. 25611 2622 — 111
Feb. 2524 2188 + 336 1977*
Jan.-March 124 83 112 116 97
Jan.-Feb. Apr.-June 116 88 118 126 94
1977 4 386 4381 + b July-Sept. 129 84 122 130 94
1978* 5035 4810 +225 Oct.-Dec. 143 93 125 ° 131 95
198X [ it value Indices 1875100 P Index Seasonally adjusted volume 1975 =100
o |

l IMPORTS ci LE  pust y 140 ’

i " #--A-"y { A
100 ““,.---‘j“' “i ::2 —\ TOTAL EXPORTS wl\v/
g | ol——\ /4
|

EXPORTS F.O.B.

A 1
iy,
60 . 100 [+ “""‘.\.°“. Ja /

l . N Y LT
i TERMS OF TRADE 50 i \"l-.. _____."‘ * .S
100 o ——T TOTAL IMPORTS woh
/-( ’ - g0 =
iR EEEE NN NN i I N T
1974 1975 1976 1977 1974 1975 1976 1977
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FOREIGN TRADE BY MAIN GROUPS Mill. mk
Exports. .ob. imports, c.i.f.
Period °ﬁ|?‘:lr.a| . Wood . Paper ggﬁgﬁgg‘ Other maﬁ?rli‘;ls Fuels and M Other
and other industry industry industry goods and \ubricants goods
pprg?:gls products products products prgoodoudcser lnvge:gg:nt ngztanswer
1973 432 2458 5 266 2921 3528 9916 729 2919 2968 67
1974 464 3163 7872 4 245 4953 16 525 1978 3857 3282 24
1975 449 2177 7225 5 357 5039 17058 1670 5222 3989 63
1976 804 2892 7 860 6 891 6058 17828 15681 4966 4103 77
1977+ 1100 3854 8798 9184 8 009 19124 2067 4834 4600 87
1977*
Jan. 204 286 655 748 576 1384 144 546 308 7
E_eb. 45 232 625 4786 539 1297 102 271 320 2
March 181 261 802 692 685 1488 85 381 448 2
April 54 246 630 600 554 1277 107 373 405 7
May 106 350 681 435 661 1451 148 370 441 11
June 90 366 750 770 585 1984 202 565 363 16
July 87 3562 701 1045 648 1609 178 319 316 21
Aug. 48 340 674 605 573 1591 165 275 356 10
Sept. 44 337 79 943 782 1789 284 372 399 4
Oct. M 321 763 1106 770 1655 222 321 389 1
Nov. 44 417 896 80é 801 1729 198 511 453 0
Dec. 156 346 836 962 856 1870 232 530 412 6
1978*
Jan. 160 322 721 656 652 15568 193 493 376 2
Feb. 34 266 821 727 676 13956 124 327 340 2
Jan.-Feb,
1977 249 518 1280 1224 11156 2681 246 817 628 9
1978* 194 588 1642 1383 1328 2953 317 820 716 4
Mk [ g easonally adjusted value M.k [ Seasonally adjusted vaiue
3-month moving averages 3-month moving averages
2200 T T 800
MULTILATERAL IMPORTS C.LF,
2000 7% _,s,j)‘;—: et 700
1800 3 -.""".“ -~ ._.". / 600 BILATERAL IMPORTS C.L.F
1600 AL m
1400 / e
\ j‘ \MIULTILATEHAL EXPORTS F.O.B. 400 !
1200
Y BILATERAL EXPORTS F.OB,
vooo LLLLLLELULL VOOV a0 bLLLLLLLLLL LR DL ]
1975 1976 1977 1978 1975 1976 1977 1978
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FOREIGN TRADE BY COUNTRIES! Mill. mk
Exports, f.o.b. Imports, ci.f
January—February January—February
Area and country
1977* 1978* 1977* 1978*
% Mill. mk % Mill. mk % Mill. mk % Mill. mk

OECD countries in Europe 65.9 2004 59.9 30156 619 2711 60.7 2919
Austria 0.6 20 0.6 33 1.7 73 1.4 66
Belgium and Luxembourg 1.8 56 2.2 109 2.0 87 2.0 99
Denmark 4.0 121 4.0 199 2.9 126 2.9 138
France 4.3 131 4.2 213 3.1 136 3.1 151
Federal Republic of Germany 8.7 264 10.2 513 16.1 706 13.7 659
Italy 1.7 52 1.6 79 22 98 2.2 107
Netherlands 33 101 3.2 159 2.8 123 3.0 146
Norway 4.8 145 4.3 215 2.3 102 2.4 116
Portugal 0.4 11 0.3 14 04 19 0.4 17
Spain 1.2 36 0.6 33 1.6 70 0.7 32
Sweden 16.2 492 13.3 670 15.8 694 16.1 774
Switzerland 1.8 54 20 103 2.3 100 22 107
United Kingdom 15.7 479 12.0 602 8.3 362 10.0 480
Other 1.4 42 1.4 73 0.4 16 0.6 28
OECD countries outside Europe 6.0 182 7.3 367 9.2 405 8.2 395
Canada 0.6 20 0.5 26 0.3 13 0.4 20
Japan 0.8 23 0.8 38 27 119 25 122
United States 3.9 119 4.6 234 6.0 265 5.0 241
Other 0.7 20 1.4 69 0.2 8 0.3 12
CMEA countries 19.5 593 209 1051 21.9 959 21.7 1043
Czechoslovakia 0.8 23 0.5 24 0.5 20 04 21
German Democratic Republic 1.1 34 0.6 32 0.5 23 0.7 33
Poland 1.4 44 0.7 35 2.0 86 2.2 106
Soviet Union 15.5 470 18.1 909 18.0 790 16.7 801
Other 0.7 22 1.0 51 0.9 40 1.7 82
Latin America 24 72 5.0 254 3.8 166 4.0 192
Argentina 0.3 8 0.2 9 0.1 3 0.1 2
Brazil 0.5 14 0.2 13 1.1 50 1.0 48
Colombia 0.1 3 0.2 10 1.4 59 2.0 97
Other 1.6 47 4.4 222 1.2 54 0.9 45
Other 6.2 191 6.9 348 3.2 142 54 261
GRAND TOTAL 100.0 3042 100.0 5035 100.0 4383 100.0 4810
of which

EFTA countries 23.8 725 206 1039 227 993 22.7 1094
EEC countries 401 1221 380 1913 375 1642 37.2 1787
OECD countries 719 2186 67.2 3382 711 3116 68.9 3314

1 New series. See explanations on page 18.
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BALANCE OF PAYMENTS

Visible

Visible

Visible

Other

Visible and (qyestment

Transfer

Period exports  imports trade T“EZ?”" Trﬁ;/te L services, in::_i:;l;le income,  payments, fc“crgﬁﬂi
fo.b. cif. account net account net net
1975 20181 27939 7768 + 984 +105 +217 —6452 —1414 —108 —7974
1976 24372 28472 —4100 +1193 + 22 +245 —2640 —1749 —118 —4507
1977 30775 30620 + 146 +1286 — 12  +380 +1800 —2434 —140 — 774
1975
Jan.-March 5143 7368 —2225 +292 — 43 — 44 2020 —316 —57 —2393
Apr.-dJune 4695 6688 —1993 +221 + 13 — 2 =176 —379 —156 —21565
July-Sept. 4482 6649 -—2167 +237 +142 + 57 —1731 —308 — 6 —2045
Oct.-Dec. 53861 7234 —11373 +234 — 7 +206 — 940 —411 —30 —1381
1976
Jan.-March 4 987 6307 —1320 +252 — B0 + 66  +10563 —347 —35 —1436
Apr-June 5864 6224 — 360 +252 + 49 + 26 — 33 —485 —26 — B44
July-Sept. 6098 7516 —1417 +365 + 62  +110 — 880 —434 —17 —1331
Oct-Dec. 7423 8426 —1003  +324 — 39  + 44 — 674 —483 —40 1197
1977*
Jan.-March 6978 6766 + 213 + 321 — 80 + 74 + 528 — 506 —46 — 24
Apr.-June 6820 7689 — 869 + 268 + 10 + 35 — 556 — 726 —11 —1293
July-Sept. 7933 7671 + 262 + 343 +118 4193 + 916 — 532  —29 + 355
Oct-Dec. 9044 8504 + 540 + 354 — 60 +78 + 912 — 670 —b4 + 188
Mill,mk T
Seasonally adjusted quarterly figures
1000 = % VISIBLE TRADE ACCOUNT =
500 — ﬁ VISIBLE AND INVISIBLE TRADE ACCOUNT __| 5 G
A CURRENT ACCOUNT k- -": i
0 : 4 =
-500 | & -
~1000
-1500
-2000
- | | | ] | | | i
2500 1976 1977 1978
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Mill. mk

Miscella- S;gsr;t S’(Z?r;t Miscella-  Over-ali Reserve movements
Orewis Aporize LT OISy cqrm O™ B eBer (O, SR
S A e N
toans loans Cr?‘ef 1Leer{1§, account %ﬁ! '?33%?2’, emorsand  move- Fi?l?ang ex%ﬁalgge
Tnet net | Omissions  ments holders
+6729 —14456 —214 + 62 +5132 —2842 + 638 +1449 + 8 — 747 —444 +1191
+6130 —17856 —191 + 48 +4202 — 305 + 138 —1288 +1327 — 128 + 78 + 50
+6454 —2745 —241 229 +3239 +2465 —1544 — 470 — 940 — 489 —170 + 659
+1 206 —310 — 24 + 11 + 883 —1510 + 310 + 768 — 36 — 477 - 32 + 509
+1870 —433 — 48 + 9 +1398 — 757 — 140 + 7568 + 296 + 157 —668 + 511
+2 121 —287 — 3 + 57 +1888 — 167 + 131 — 34 + 265 + 205 + 91 — 296
+1532 —416 —139 — 16 + 963 — 418 + 337 — 33 — 5B18 — 632 +165 + 467
+1404 374 + 5 + 1 +1046 — 389 — 628 + 119 + 996 + 98 +373 — 471
+2 096 —394 — 95 — 7 +1600 +10566 — 158 + 120 — 560 + 458 —4856 + 27
+1 239 —568 — 11 — 25 + 635 — 696 + 565 — 764 + 722 — 173 +263 — 90
+1 391 —449 — 90 + 69 + 921 — 276 + 369 — 763 + 169 — B11 — 73 + 584
+1022 —b60 —127 — 24 + 321 4+ 297 — 802 + 149 — 249 — 606 140 + 745
+1 273 —857 + 35 — 37 + 414 — 879 — 320 + 149 + 144 — 906 +358 + 548
+1 252 —647 —156 — 89 + 360 + 715 + 217 — 384 — 603 — b5 —319 + 374
+2 907 —691 + 7 — 79 +2144 +2332 — 639 — 384 — 232 +1077 — 69 —1008

Assets: increase —, decrease +. Liabilities: increase +, decrease —.

1 Including Direct investment, net.

2 Including Allocations of special drawing rights: 88 million in 1970, 85 million in 1871 and 85 million in 1972.

Mill.mk
2500
2000 -

| CURRENT AND LONG-TERM CAPITAL ACCOUNT
[ OVER-ALL SURPLUS / DEFICIT EXCL. RESERVE MOVEMENTS

1500
1000

500

0
-500
-1000
-1500

D oma

-2000

1978
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PRICE INDICES
Wholesale prices 1949 = 100 Bu{é%lqlgoo“s
Origin Purpose Stage of processing a
Period . . M
Total Dotry\es- '":' d dP"°' Macgnery Con- maRt:‘r,ivals Sgpg.ly 9'%? Total W?r? o Building
© ucer umer " orate n !
gog:ds Zg;)ds goods t;zn?g;':t ;oods %‘gdﬁg?s %?:gg prgggcs’s:ed bg{gggg materials
1976 626 646 548 614 707 621 679 594 614 152 142 154
1977 692 713 610 667 804 695 728 654 695 171 154 176
1977
May 688 709 607 666 795 690 727 648 691 169 160 174
June 692 714 610 667 802 698 725 659 694 172 158 176
July 697 719 613 671 807 704 736 661 697 173 158 176
Aug. 696 718 610 667 806 706 727 663 700 175 158 180
Sept. 701 722 621 673 826 705 730 665 707 175 158 180
Oct. 703 722 631 675 829 709 735 665 710 175 157 180
Nov. 705 723 632 677 830 709 737 665 711 176 157 181
Dec. 705 724 634 677 833 7160 7356 666 713 176 157 182
1978
Jan. 706 725 637 675 845 713 730 667 719 177 155 183
Feb. 711 730 639 679 8b3 719 736 665 727 177 1565 183
March 716 731 6568 683 869 719 736 670 733 178 1556 184
Consumer prices 1972 =100
Con-~
Cﬁs} of suin;:; Furniture,
Period ving pr Bever- Clothing ; : : Other
0L, 1651 0Ck_Doc. rorat  Foos 20 o Rany oo POUSSHOIS pp.  Edugaton  goce
=100 to?):cco vsga; lighting and per recreation se?'Cices
operation
1976 449 352 174 182 164 166 171 200 164 174 162 185
1977 506 397 196 216 174 181 183 221 181 197 188 209
1977
May 500 392 194 212 174 182 181 218 180 196 _ 184 205
June 506 397 197 219 174 182 181 222 181 197 184 209
July 510 400 198 222 174 177 181 222 182 199 190 211
Aug. 518 407 201 226 174 179 190 223 183 202 191 213
Sept. 520 408 202 225 174 184 180 223 184 202 193 215
Oct. 522 410 203 225 174 186 190 229 185 2C3 194 216
Nov. 524 412 204 226 174 187 192 230 186 203 195 217
Dec. 525 412 204 225 174 186 192 233 187 205 196 217
1978
Jan. 526 412 204 222 174 183 192 234 188 209 198 218
Feb. 532 17 207 223 190 187 192 2356 188 212 198 222
March 533 419 207 224 190 190 192 235 189 212 198 223
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WAGES

Index of salary and wage earnings 1964=100

By industries

By institutional sectors

Period
Wage earners in Munic- Employ- s ﬁelnlry W’:'gle emﬁ:loy-
Employ- State ipal ees in earners earners ees
Agri- Con- ees in employ-  gmploy- private
culture  Industry  syryction services ees ees sector
1976 599 442 428 361 360 363 416 346 441 399
1977* 701 483 454 384 387 375 452 372 478 431
1976
Jan.-March 584 416 410 352 347 347 396 337 417 382
Apr.-June 594 449 427 363 364 356 422 347 448 404
July-Sept. 602 448 434 364 364 35656 425 349 451 406
Oct.-Dec. 639 456 440 364 364 356 426 350 451 407
1977*
Jan.-March 695 457 441 372 375 364 429 357 454 412
Apr.-June 694 487 454 3856 389 378 454 373 482 434
July-Sept. 704 491 460 388 391 379 463 376 491 a1
Oct.-Dec. 707 498 463 393 394 380 464 381 490 442
PRODUCTION
Volume indices of production 1964 =100
Period Indus- _ Landand T c , s Publi
doG "'f;s:ﬂc r;ri';ls Agri- For- ng,s,trgfc wzrt‘en?vgv a::incs:_g?nrf g?nrr(?r:;e Own: fship aéjmi'nc. Services
product R CUIWI SSUV puildings COpMCT MURe  mrahce dWwellings AR

19756 161 192 100 83 175 104 158 188 166 168 169
1976* 163 195 101 79 156 103 160 191 173 176 174
1977* 162 191 96 83 157 101 160 186 181 182 178
1976*
Jan.-March 157 202 62 84 123 102 149 182 171 174 172
Apr.-June 161 195 97 N 137 106 157 187 172 175 174
July-Sept. 160 187 178 56 169 101 161 186 173 176 174
QOct.-Dec. 172 216 67 86 196 102 17 207 177 179 177
1977*
Jan.-March 158 200 61 99 128 100 152 175 179 180 177
Apr.-June 159 190 81 94 139 103 157 184 1890 180 177
July-Sept. 169 167 166 54 170 101 162 180 181 182 178
Oct.-Dec. 171 209 76 83 190 102 171 204 184 180

185
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PRODUCTION

Index of industrial production 1970 =100

*  Special indices of manufacturing Total,
Peiod Invest- Other  Consumer Non- adjfl"osrt o
Total  ment  producer goods Food Wood Paper  Chemical metoa’;lic Metal seasonal
goods goads industry  industry indt?stry industries mineral  industry varia-
industry tions
1974 127 141 122 135 112 107 124 154 136 141 127
19756 122 178 110 130 113 76 95 143 128 150 122
1976 125 179 108 143 110 82 99 148 119 150 124
1977* 122 160 108 138 109 89 96 140 1156 142 122
1977¢
Jan. 130 178 116 141 99 86 96 182 128 153 126
Feb. 126 171 112 138 93 88 100 164 117 149 126
March 126 160 112 M 103 101 94 147 115 146 112
April 115 151 102 128 99 92 90 136 96 136 116
May 130 180 114 148 116 114 101 134 127 158 123
June 118 173 101 139 106 95 79 106 123 152 117
July 64 63 58 78 95 41 58 77 61 51 108
Aug. 125 154 110 145 1156 88 108 137 121 139 124
Sept. 135 179 120 161 1156 97 1156 147 132 158 131
Oct. 134 176 120 150 123 92 110 141 128 156 127
Nov. 136 181 121 155 127 97 109 151 122 162 127
Dec. 124 155 111 140 111 82 92 162 104 143 125
1978*
Jan. 131 168 118 143 104 86 109 162 118 149 122
Feb. 125 154 112 140 95 84 110 152 114 138 123
tndex Index of industrial production 1970=100 Indlex Index of industrial production 1970 =100
seasonally adjusted monthly figures seasonally adjusted monthly figures
140 TOTAL IND'USTRY 220 '
120 M 200 INVESTMENT GOODS
4 -\I.’". . v\la'-
100 FAL N I YO Ay 180
L3 SRS
80 | ea e | weE 160
:." % ,N%QJF;EPR“?:::: | CONSUMER GOODS \
60 HIERS) INDUSTRY * 140 ] .E_- P f’“’"‘ e fo, .,".f""’* o
P ST TS AT TRTRERTERTNTINURTINT SR 1 k(N TERE T VAR R ATAROONINE
1975 1976 1977 1978 1975 1976 1977 1978
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LABOUR—TIMBER FELLINGS—INTERNAL TRADE

Population Total Un- Unemploy- Corpn';)ercial Retalilers' \Q/r;ole'-
i t, timber sales alers
Petiod of ‘“ég:""g labourfgrce. ET%}gged erqp(l)%ved %Irglf)e?otal ) (f)%)lgngsl_d v_olgme v_ol(ljjme
1000 abour soli index index
persons  PorOnS persens persons force cum  1972=100 1972 =100
1974 3483 2268 2229 39 1.7 34 457 114 114
1975 3513 2272 2221 51 2.2 29133 122 127
1976* 3530 2244 21568 86 3.8 27 305 123 127
1977* 3 561 2248 211 137 6.1 27 814 12 121
1977*
Jan. 3624 2181 2053 128 5.9 2 455 93 95
Feb. 3528 2163 2032 131 6.1 2934 95 109
March 3527 2161 2030 131 6.1 3564 109 127
April 35624 2152 2016 136 6.2 3227 11 123
May 35623 2186 2 054 132 6.1 2 856 115 128
June 3631 2402 2266 136 5.7 1870 117 119
July 3524 2410 2264 146 6.1 685 115 104
Aug. 3524 2304 2165 139 6.0 1240 118 127
Sept. 35624 2198 2078 120 5.5 1824 116 133
Qct. 3524 2194 2070 124 5.7 2090 111 125
Nov. 35624 2172 2028 144 6.6 2 355 11 124
Dec. 35624 2186 2029 157 7.2 2714 137 133
1978*
Jan. 3672 2199 2007 192 8.7 2625 94 102
CONSTRUCTION OF BUILDINGS
Building permits granted Buildings completed Building-
Industrial {ndustrial Y.lv:é:?
. Residen- F n d Publi Residen- E d Publi .
Period Total tial builagmgs b:sri'ness builildir;%s Total tial builadrirr?gs bu:i?\ess bui'ijdir;?;s str%c::rt‘ion
buildings buildings buildings buildings
Million cubic metres
1974 53.23 22.35 3.26 21.30 3.62 46.50 21.54 2.75 17.04 3.14 52.84
1975 51.42 19.65 3.79 21.62 3.39 47.85 20.59 2.80 18.68 3.64 52.45
1976 46.89 19.95 3.93 16.81 3.84 41.25 17.74 3.16 15.40 2.59 51.85
1977* 4162 1882 4.23 11.90 3.72 4312 17.89 3.01 16.57 3.28 48.38
1976*
Oct.-Dec. 11.96 4.09 0.69 5.12 1.45 13.15 6.29 1.19 4.02 0.81 51.85
1977+
Jan.-March 6.73 2.92 0.66 1.91 0.83 9.43 3.59 0.47 4.51 0.67 47.95
Apr.-June 13.22 7.00 1.71 2.69 0.80 8.76 4.16 0.38 2.76 0.99 51.62
July-Sept. 11.20 4.67 1.06 3.70 0.91 10.92 4,04 1.05 4.02 0.99 52.69
Oct.—Dec. 10.47 4.23 0.80 3.60 118 14.01 6.10 1.1 5.28 0.73 48.38
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EXPLANATIONS RELATING TO THE STATISTICAL SECTION

BANK OF FINLAND

The balance sheet of the Bank of Finland was revised on Dec. 31,
1974 in connection with the revision of accounting legistation.
New series have been built according to the revision. When the
figures are not fully comparable to the previous ones, the series is
broken by a line.

Page 4. Foreign sector. Gold and convertible exchange receiv-
ables = Gold + Special drawing rights + IMF gold tranche + Con-
vertible currencies.

Gold and convertible exchange reserve = Gold and convertible
exchange receivables — Liabilities in convertible currencies.
Non-convertible exchange reserve = Receivables in tied currencies
~— Liabilities in tied currencies.

Other receivables = Foreign bills + Foreign bonds + Currency
subscription to Finland’s quota in the IMF.

Other liabilities = IMF mark accounts + Allocations of special
drawing rights + Term liabilities.

Public sector: Receivables = Total coinage + Other public sector
receivables + Bonds.

Liabilities = Cheque accounts + Counter-cvciical reserves + Capital
import deposits + Other public sector claims.

Deposit certificates are nterest bearing. treely transferable, term
liabilives ot the Bank of Finland. Their maturities range from one
week to one yaear.

Page b. Domestic financial sector: Other raceivables = Call money
market advances + Bonds + Other financial institution re-
ceivables. Other liabilities = Call money market deposits + Capital
import deposits + Other financial institution claims.

Corporate sector: Receivables = New export bills + Financing of
suppliers credits + Other corporate receivables + Bonds.

Liabilities = Investment deposits + Counter-cyclical withholdings
+ Capital import deposits + Import levy deposits + Qther cor-
porate claims.

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

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

Page 6. Deposits by the public. The central government and the
financial institutions are mainly excluded from the public.

From 19874 deposits include domestic deposits denominated in
foreign currency.

Page 7. Advances to the public. The central government and the
financial institutions are not included in the public.

Postipankki's (Post Office Bank’s) advances do not include loans
granted by the State Investment Fund (INRA). Domestic credits
in foreign currency are mainly granted by the commercial banks
and the rest by Postipankki.

Money Supply. My = Finnish notes and coins in circulation —
Finnish notes and coins held by the banks+demand deposits
held by the public (incl. demand deposits at the Bank of Finland)
Quasi-Money = Time deposits held by the public (incl. time
deposits at the Bank of Finland)

Note: Domestic deposits in foreign currency included in money
supply since 1974. In the money supply the public includes non-~
monetary financial institutions.

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 dehcit of State enterpnses are included.
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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
Postipankki less cash holdings (net) of State departments and
funds.

FOREIGN TRADE

Pages 9-—11. Figures supplied by the Board of Customs. /ndices
(p. 9). The volume indices are calculated according to the Paasche
formula and the unit value indices according to the Laspeyres
formula. Terms of trade: the ratio of export indices to import indices.
Foreign trade by countries (p. 11): from January 1878 imports
by countries of origin exports by countries of consumption,

BALANCE OF PAYMENTS

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

PRICE INDICES

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

WAGES — PRODUCTION

Pages 15—16. Figures supplied by the Central Statistical Office.
Page 16. Index of industrial production calculated by the Central
Statistical Office. The grouping by branches of industry is in
accordance witn the Standard Industrial Classification (S1C) which
is a version of the 1968 edition of the ISIC. The SIC facilitates interna-
tional comparisons between Finnish statistics and corresponding
data from countries which use the ISIC. The seasonally adjusted
series is calculated by the Bank of Finland on the basis of the index
of industrial production per working day according to a method
resembling the U.S. Bureau of Census Method il Commodities
according to use: Investment goods weight 7.0. other producer
goods weight 67.0 and consumer goods weight 26.0. The weights
fot the special manufacturing indices are food manufacturing
(SIC 311-2) 9.8, manufacture of wood, and wood and cork
products (SIC 311-2) 8.0, manufacture of paper and paper products
(SIC 341) 16.2, manufacture of industrial chemicals (SIC 351-2)
6.2, manufacture of non-metallic mineral products except products
of petroleum and coal (SIC 361-9) 3.6 and metal industry (SIC
37-38) 25.9.

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

Page 17. Labour figures supplied by the Central Statistical Office
Commercial timber fellings compiled by the Ministry of Labour.
Retailers’ and Wholesalers® volume indices supplied by the Central
Statistical Office. Construction of buildings figures calculated by
the Central Statistical Office.

SYMBOLS USED

« Preliminary

r Revised

0 Less than half the final digit shown
Logically impossible

.. Not available

— Nil

S affected by strike



SOME PARTICULARS ABOUT FINLAND

FORM OF GOVERNMENT

From 1155 to 1809 Finland formed a part of the kingdom of Sweden.
Connected from 1809 with Russia, Finland was an autonomous
country with the Emperor as Grand Duke until December 6, 1817,
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
axecutive power is held by the President. elected for a period of
6 years. Mr, Urho Kekkonen has been President since 1956 and he
was re-elected for the period March 1, 1978, to March 1, 1984.

Parliament, comprising 200 members, is elected by universal
suffrage for a period of 4 years, The number of seats of the different
parties in Parliament elected in 1975 is as follows: Social Democrats
54, People's Democrats 40, Centre Party 41, Conservatives 34,
Swedish Party 10, Liberal Party 8. Christian League 9, Finnish
Farmers Party 2 and Finnish People's Constitutional Party 2.

INTERNATIONAL ORGANIZATIONS

Finland became a member of BIS 1930, IMF 1948, IBRD 1948,
GATT 1950, UN 1956, IFC 1956, \DA 1960, EFTA 1961, ADB
1966, OECD 1969, and IDB 1977.

LAND

THE AREA is 337 000 square kilometres (Great Britain's area is
245 000 sq. km and ltaly’s area 301 000 sg. km). Of the total,
inland waters form 9.4 %. Of the tand area (1970) 2.7 mill. ha
(9.6 %) are cultivated and 19.1 mill. ha (68.4 %) are covered by
forests.

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

POPULATION

NUMBER OF INHABITANTS (1976): 4.7 million. Sweden 8.2.
Switzerland 6.4, Denmark 6.1 and Norway 4.0 million.

DENSITY OF POPULATION (1976:) In South Finland 46.2, in
East and Central Finland 13.9, in North Finland 4.0 and in the
whole country an average of 16.5 inhabitants to the square kilometre.

DISTRIBUTION BY AREA (1976): 41 % of the population in-
habit the rural areas, 59 % towns and urban districts. The largest
towns are: Helsinki (Helsingfors), the capital 493 324 inhabitants,
Tampere (Tammerfors) 166 179, Turku (Abo) 164 620.

EMPLOYMENT (1976): Agriculture and forestry 14 %, industry
and construction 35 %, commerce 15 %, transport and communica-
tions 8 %, services 28 %.

LANGUAGE (1975): Finnish speaking 93.3 %, Swedish speaking
6.4 %, others 0.3 %.

EDUCATION (1977): Practically all persons ovet 15 years of age
are literate. There are 6 universities (the oidest founded in 1640)
and 14 colleges of university standard.

CHANGE OF POPULATION (1976): births 14.0 9/4 deaths
9.4 9/,,, change + 2.7 9/40. net emigration 2.0 ®/go. Deaths in
France 10.5 2/y0 and Great Britain 12.2 9/4.

TRADE AND TRANSPORT

NATIONAL INCOME (1976, in million marks): Gross domestic
product at factor cost by industrial origin: agriculture 6 407 (6 %).
forestry and fishing 4 950 (5 %), manufacturing 31 609 (31 %),
construction 9 233 (9 %). transport and communication 10 849
(11 %), commerce, banking and insurance 13585 (14 %). public
administration 5 264 (5 %), ownership of dwellings 3 639 (4 %)
services 16 581 (15 %), total 101 017. Index of real domestic prod-
uct 162 (1964 = 100).

FOREST RESOURCES (1976): The growing stock comprised of
1620 million m® (solid volume with bark) of which 45 % was
pine and 37 % spruce, the remaining 18 % being broad-leaved
trees, chiefly birch. Of the growing stock. 637 million m3 was
up to the standard required for logs, 56 % of these being pine.
The annual growth was 57.4 million m3® and the total removal,
calculated on the basis of roundwood consumption, was 42.4
million m3,

AGRICULTURE (1975): Cultivated land 25 million hectares.
Number of holdings 248 700 of which 167 800 are of more than
5 ha. Measure of self-sufficiency in bread cereals 133 % in the
crop year 1975/76.

INDUSTRY (1975): Gross value of industrial production 89 210
mill. marks, number of workers 410 181, salaned employees
132 074, motive power (1975) 6.7 mill. kW. Index of industrial
production 127 for 1976 (1970 = 100).

STATE RAILWAYS (Jan. 1, 1978): Length 6 063 km.

MERCHANT FLEET "(Dec. 31, 1977): Passenger vessels 120
(197 921 gross reg. tons), tankers 52 (1 169 465 gross reg. tons),
dry cargo vessels 208 (897 952 gross reg. tons), other vessels 66
(9 267 gross reg. tons), total 446 (2 274 605 gross reg. tons).

MOTOR VEHICLES (Dec. 31, 1977): Passenger cars 1 075 400,
lorries and vans 136 200, buses 8 800, others 7 200, total 1 227 600,

FINNISH AIRLINES (April 1, 1977): Finnair and Kar-Air have in
use 4 DC-8, 1 DC-6-ST, 8 Super Caravelles, 9 DC-9s, 5 DC-9-51s,
2 DC-10-30 and b Convair Metropolitans. Companies have scheduled
traffic outside of Finland to 32 airports and to 20 domestic aitports,

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 1928. In 1931, the Central Bank's
duty to redeem bank notes in gold weas suspended and at the
end of 1962 was entirely cancelled. The monetary unit is the mark
(Finnish markka). The last par value of the mark was set on
Oct. 12, 1967 and was 0.21159 grams of fine gold per mark
(equivalent, at the time, to 4.20 marks per U.S dollar). Since
Nov. 1, 1977 the external value of the mark has been officially
expressed "in terms of a currency index. This index is trade-
weighted and indicates the average change in the currencies
which are important in Finnish foreign trade. The permissible
range of fluctuation is 2.25 per cent on either side of the
arithmetic mean. The fluctuation limits are 121.7 and 116.4.

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

OTHER CREDIT INSTITUTIONS (Dsc. 31. 1877). There are two
big and five small commercial banks with in all 858 offices. 280
savings banks 376 co-operative banks, six mortgage banks. Posti-
pankki and three development credit institutions. The co-operative
stores accept depo-its from their members. The Sorial insurance
Institution and fifty-eight private insurance companies also grant
credits.

RATES OF INTEREST (May 1. 1978) The official discount rate
of the Bank of Finland (the basic rate applied by the Bank of
Finland for discounts and rediscounts of commercial banks) is
7 % %. The range of rates for other credits granted by the Bank
of Finland is between & % and 8 '% %. Other credit institutions
time deposits 3 % %; 6 month deposits 4 % %: 12 month deposits
5 % %; 24 month deposits 6 % %: 36 month deposits 7 %% +
savings premium; 36 month deposits 7 % % + tax concession.
The highest lending rate 10 % %.
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FINNISH ECONOMY IN 1977 AND THE CURRENT OUTLOOK

by Seppo Kostiainen, Head of Monetary Office

and Tuomas Sukselainen, Head of International Economics Office

Economics Department
Bank of Finland

SUMMARY

From the point of view of the external balance,
1977 was a year of progress in the Finnish
economy. The deficit on the current account
of the balance of payments continued to
diminish even more rapidly than was expected.
In addition, inflation slowed down markedly
towards the end of the year. On the other
hand, productive activity continued to be
stagnant with the volume of GDP falling by
approximately one per cent (Chart 1). This
clearly reflected the slackness of demand.
Private productive investment decreased con-
siderably and private consumption fell slightly
from the previous year. Exports were relatively
favourable and public consumption grew some-
what, but these factors were insufficient to
prevent demand and productive activity from
declining. The rate of capacity utilization fell
further and the unemployment rate climbed to
an unprecedented level.

These developments in the recent past have
led to the adoption of economic policies to
promote production and employment. Between
June 1977 and March 1978 the Government
prepared three fairly large packages of stimu-
lation policies, totalling around 4 000 million
marks. These policies have been directed to-
wards curbing rising production costs, thereby
improving the competitiveness of industry, and
envigorating domestic demand. The compet-
itiveness of the open sector has been further
improved by three devaluations of the mark
in the context of devaluations by other Nordic

countries. Economic activity has also been
stimulated by a gradual easing in monetary

policy.
20

However, according to the forecasts made by
various authorities and institutions, these
measures, which are extensive by Finnish
standards, will have only a limited effect on
production, investment and employment dur-
ing the current year. Instead. there seems to
be a sizable passive reserve of liquidity building
up in the economy. Both firms and banks are
tending to cut their indebtedness ratios and
accumulate liguidity while the Central Govern-
ment is greatly increasing its long-term capital
imports to meet its growing borrowing re-
quirement.

EXTERNAL DEMAND AND THE BALANCE
OF PAYMENTS

The slow-down in economic activity, common
to most industrialized countries, led last year
to a virtual stagnation in Finland’s major
western customers, whose weighted GDP
grew by a mere one per cent. In the United
Kingdom and Sweden, which still received
almost one third of Finnish exports in 1976,
the economic situation was particularly un-
favourable. In the former country there was
practically no growth while in the latter pro-
duction actually decreasad by 2.5 per cent.
On the other hand, the few countries where
activity was expanding, the United States,
Norway and OPEC-countries, only bought
3—4 per cent of Finnish exports each.

Despite generally weak demand which was
further accentuated by the iraditional geo-
graphic and commodity structure of Finnish
trade, the volume of visible exports grew by



10 per cent in 1977. This entailed a further
considerable gain in over-all market shares.
Although three of the major customers for
Finnish goods, (the Soviet Union, the Federal
Republic of Germany and Sweden) accounted
for two fifths of the growth in export earnings
last year, much of the growth arose from trade
with less familiar, but more rapidly expanding
markets, where the gains in market shares were
also rather impressive. Metal industry exports
were buoyant partly due to growth in basic
metal exports and partly due to deliveries of
ship and machinery orders from earlier years.
Forest industry exports increased less than

CHART 1. CONTRIBUTION TO THE GROWTH
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CHART 2. CURRENTACCOUNTAND THE CON-
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LAND
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exports in general, probably to a considerable
extent as a result of the intensive competition
and uncertainty in the markets for these goods.
Total export prices in foreign currency were
more or less unchanged over the year as the
decline in pulp and paper export prices offset
increases in other prices. Due to the two
devaluations in 1977 export prices in Finn-
marks rose by an average of 15 per cent on a
year-on-year basis.

Despite this favourable performance, domestic
economic activity declined—whether meas-
ured by total production or domestic demand
factors. This was clearly reflected by a drop
of 8 per cent in the volume of imports. The
decline in imports was brought about by a
run-down in the stocks of imported raw materi-
als in addition to the effect of slack final de-
mand for investment and consumer goods.
Prices of imports increased at almost the same
rate as export prices, slightly less than 16
per cent, out of which only 8—9 percentage
points were due to increases in foreign curren-
cy prices.

Last year, Finland’s current account was al-
most balanced with an annual deficit of only
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about 800 billion marks or a mere 1/2 per
cent of GDP (Chart 2). The trade account
was actually slightly in surplus, but was more
than offset by the deficit in invisibles, increas-
ingly brought about by net interest payments
on accumulated foreign debt.

However, in the sense of an underlying current
account, the balance was clearly not achieved,
i.e. it cannot be considered to be sustainable
irrespective of the trade cycle. The apparent
external balance was in fact very closely
connected with the cyclical position in Fin-
land and its export markets. In this sense,
last year’s situation was just a continuation of
the developments of 1975 and 1976, as the
improvement in external balance coincided
with a further deterioration in the level of
economic activity in Finland compared to
that in customer countries. in 1977, the unem-
ployment rate in Finland was actually greater
than the average rate in the countries most
important for Finnish exports.

The financial side of the balance of payments
was rather volatile in 1978. The inflow of
long-term capital was clearly reduced from
the high levels of earlier years and was almost
offset by the outflow of shori-term commercial
capital induced by balanced trade, enlarge-
ment of the cash payment scheme and ex-
change rate speculation. During the year the
external liquidity of the economy was brought
under occasional pressure which eventually
led the Bank of Finland to make substantial
drawings on foreign commercial credit lines
in December. The lack of confidence in the
value of the mark was clearly due to the poor
domestic performance of the economy as
well as considerations of the basic compet-
itiveness of the economy especially in face
of recent Swedish devaluations.

THE CORPORATE SECTOR

INDUSTRIAL QUTPUT

One of the most striking developments in the
Finnish economy during the past few years has
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been the apparently non-existent impact of
export developments on domestic production
and demand (Chart 3). The most recent
insensitivity of manufacturing production to
the revival of export deliveries has been partly
due to long lags in the production process
and related changes in inventories of finished
goods or work in progress. In the first place,
many of the exports in 1977 were made out
of stocks, this applies especially to some forest
industry products. In addition, many deliveries
of ships or heavy machinery were largely a
result of production in earlier years and brought
about a reduction in the stock of work in
progress. A partial reason for the failure of
export-led growth has also been a further
decline in capacity utilization, due not to a
decline in production itself but to the great
expansion of capacity during the first half of
the 1970’s. Under the circumstances, produc-
tion for domestic use has been depressed as
the revival of export earnings has failed to
initiate an expansion in investment demand
and the income formation of private house-
holds.

In 1977 the fall in activity was concentrated
into the first half of the year with some labour
disputes also having a depressing effect. Dur-

CHART 3. OUTPUT, EXPORTS AND CAPACITY
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ing the third quater, production revived but
was more or less unchanged thereafter. On
the whole, there was a clear decrease in pro-
duction in metal and other non-woodbased

industries as well as in retailing and primary
production.

PROFITABILITY AND FINANCING

The sluggishness of domestic activity and the
related low capacity utilization were clearly
reflected in the profitability of firms and espe-
cially in the sheltered sector. Despite a distinct
slow-down, labour costs still increased faster
than productivity and this also tended to
reduce profitability. Low profitability together
with uncertain expectations and financial
difficulties led to a decline in investment by
firms for the third year in succession. As the
drop in investment clearly exceeded that in real
profits the financial deficit of firms decreased
to less than three per cent of GDP compared
with a record level of 11 per cent in 1975.

Net borrowing from abroad by firms decreased,
as the import of long-term capital was reduced
and there was a considerable outflow of
short-term capital. However, as credits from
banks and other domestic financial institutions
increased at the same time as firms’ income
formation was weak, their debt service ratio
continued to deteriorate. The overall liquidity
position of companies improved somewhat
in 1977. There was, however, a change in the
structure of firms’ short-term assets as the
reduction in domestic assets was more than
offset by the strengthening of the net foreign
position.

USE OF PRODUCTIVE RESOURCES

The decline in productive activity last year led
to a further reduction in the use of productive
resources, especially labour (Cart 4). Capacity
utilization was reduced further and the unem-
ployment rate rose to a record level of 7.3
per cent at the end of the year. The increase in
unemployment reflected further adjustments of
employment levels to output, i.e. was caused
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partly by labour dishoarding. Worsening ex-
pectations and the increased caution of em-
ployers made them release any labour in ex-
cess of the current production needs. In terms
of people employed, the downward trend in
primary production continued and in construc-
tion and manufacturing employment levels
came somewhat down in accordance with
production. A new feature of the situation
was that the steady upward trend in service
sector employment was broken, evidently
because of the low profitability in response
to decreasing private consumption and public
sector saving measures.

HOUSEHOLDS

Although nominal wage increases were large
in relation to company profitability, real wages
decreased by about 4 per cent as a result of
the continued high inflation rate on a year-to-
yvear basis. However, the decrease in house-
hold disposable real income was less than
two per cent largely as a result of the change
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in income tax scales, made to correct for the
effects of inflation, and of the growing income
transfers from the public sector. The savings
ratio rose slightly and private consumption was
two per cent lower than in the previous year.

In contrast with the corporate sector, house-
hold investment continued at a high level in-
spite of the weak income formation. In 1977,
the investment ratio almost grew to the boom
level of 1973—1974. Housing investment has
been maintained by Government subsidised
production as well as the availability of financ-
ing from the co-operative and savings banks
in particular.

A high investment ratio at the same time as
real disposable income decreased meant a
weakening in the net financial saving of the
household sector, which traditionally has been
a large net saver. Hence, household indebted-
ness continued to increase in 1977.

THE PUBLIC SECTOR

The volume of public consumption expendi-
tures increased by nearly 5 per cent in 1977,
which, among other things, was decidedly
more than was agreed by the central govern-
ment and local authorities in February 1977.
In contrast public investment fell by two per
cent.

The weakening growth of national income
together with the reduction in income tax
scales led to a deterioration in the financial
position of central government. Even net
revenue from income and property tax di-
minished in 1977, but this was mainly due
to the fact that tax repayments were postponed
from December 1976 to March 1977. As a
result, the central government borrowing re-
quirement at 2 100 million marks was twice
that of the previous year, but still only two
per cent of GDP. Of this borrowing require-

ment, 2000 million marks was covered by
raising long-term foans of which 900 miflion
marks came from abroad. Although the cash
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deficit for the whoie year was only 80 million
marks, the state had seasonal liquidity difficul-
ties during the second and third quarters.

COSTS AND PRICES

In 1977, especially towards the end of the
year, there was a clear deceleration in inflation.
Although the annual average rise in consumer
prices was, at 12.6, only two percentage points
lower than in the previous year, by the last
quarter the annual rate of inflation was around
4—5 per cent (Chart 5). Much of the increase
in prices during the year arose from increased
import prices in marks and raised indirect
taxes. The improvement during the latter part
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of the year reduced or eliminated the differ-
ence between the annual inflation rate in
Finland and that in major competitors. The
most important factors behind the deceler-
ation of inflation seem to have been the slacken-
ing of domestic activity, the moderation of
wage settlements and the levelling-off of im-
port prices towards the end of the year. The
agreements in the spring produced an annual
average increase in wages of b per cent
which with wage drift meant an increase of 8
per cent in nominal earnings. Because of the
weak productivity development and the in-
crease in social security contributions, unit la-
bour costs increased by 9 per cent, i.e. some-
what more than those in competing countries,
measured in local currencies.

MONETARY DEVELOPMENTS

The balance between total investment and
saving in the economy improved in 1977 and
even at a slightly more rapid pace than had
been expected. This was mainly due to the
continuing decline in company investment.
The investment ratio in the corporate sector
fell to its lowest ever for the 1960’s and 1970's
(Chart 6). However, the improvement in the
financial balance of the economy was not
reflected in an easing of the financial position
of the deposit banks in 1977. This was due to
a net export of foreign capital by the private
sector in contrast with the large capital imports
of recent years.

Besides the balance of payments develop-
ments, during 1977 the financial markets
were also affected by seasonal fluctuations in
the government's cash position and by the
release of company import deposits. The
cash position of the central government had
deteriorated by approximately 1700 million
marks by the summer and the release of im-
port deposits by July amounted to roughly
970 million marks. In order to restrict the li-
quidity effect of these factors and to safeguard
an adequate level of foreign exchange reserves,
the Bank of Finland aimed to reduce the

CHART 6. SAVING, INVESTMENT AND FINAN-
CIAL SURPLUS/DEFICIT BY SECTOR AS A
PERCENTAGE OF GDP

Per=—1T—T T T T 1 l |
cent

L TOTAL ECONOMY
38 Current
36 I I | I account -
34 deficit
BT i

30 — investment

28 -'l ‘\..|
26 .T‘"‘. } T

99T CORPORATE SECTOR

[} ] 1 1 } [} ]
20 - Fixed investment and
18 - investment
16 |- in stocks
14 22 Nl
de
12 PP \ -
10 R :
4 ol e
2 HOUSEHOLDS <
Financjal surplus

12 - Saving . |
i
8 Investment -
6 I 1 1

123 CENTRAL AND LOCAL GOVERNMENT
10 |—Saving

W

6 —lpvelstnpenlt
1965 66 67 68 69 70 71 72 73 74 75 76 77

commercial banks’ use of central bank finance.
The net debt of commercial banks to the
Bank of Finland diminished by roughly 1 200
million marks between January and July. Dur-
ing the latter half of the year, the financial
markets were tightened by a large short-term
capital outflow and a considerable improve-
ment in the central government’s cash posi-
tion. As a result, sommercial banks central
bank debt grew by about 1 900 million marks
between July and December,

The above development resulted in an acceler-
ating growth in bank deposits during the
first half of 1977. Although the growth in
deposits started to taper off towards the end
of the year, the growth in time deposits dur-
ing the year amounted to 13.9 per cent. How-
ever, demand deposits diminished by 1.4 per
cent mainly because firms delayed the re-
patriation of their export earnings. All in all,
bank deposits grew by 11.5 per cent in 1977.
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CHART 7. TOTAL CREDIT EXPANSION TO THE
PUBLIC1
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The growth of bank credits accelerated some-
what in 1977 and was 12.2 per cent. Credits
in excess of deposits increased during the
year by about 1 200 million marks, of which
670 million marks was financed with commer-
cial banks’ central bank debt. Ot the various
banking groups, the growth rates of credits
and deposits were greatest in savings and
co-operative banks.

Total credit expansion to the public decelerat-
ed from 14 per cent in 1976 to 12 per cent
in 1977 according to preliminary figures
(Chart 7). This was mainly due to the reduc-
tion of capital imports. In addition, the contri-
butions of other financial institutions and
central government to the total credit expan-
sion diminished slightly whereas that of
deposit banks increased somewhat.

POLICY ISSUES"

Around mid-1977 the Government outlined
a medium term strategy, the principal objective
of which was a considerable reduction in

1 For further details about the economic policies, see the special
articles in various issues of this Bulletin.
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unemployment by 1982, while limiting the
current account deficit to 2 per cent of GDP,
In accordance with this, stimulative measures
were announced, including a temporary re-
duction in the employers’ contribution to
health insurance payments, an increase in
child allowances and the abolition of sales
tax on industrial construction undertaken be-
tween August 1, 1977 and March 31, 1978
and completed by the end of 1979.

In December 1977, following an agreement
with the central industrial and labour organi-
zations, a package was introduced entailing
a postponement of wage increases. These
increases, which were agreed in the 1977
income settlements and were to take effect
in March and October 1978, were postponed
by 6 and 4 months respectively. This contribut-
ed to a fall of nearly 4 percentage points in
the increase in average earnings forecasted
for 1978. In addition, the March 1978 adjust-
ment of farmers’ incomes was postponed by
6 months and dividends were limited to their
1977 levels at most. The government’'s sup-
plementary measures to its reflationary pro-
gramme also included a temporary reduction
in both the employers’ and employees’ social
security contributions and various other fiscal
concessions to improve profitability and pro-
tect household purchasing power. The govern-
ment, industry and trade agreed to refrain
from price increases until the end of August;
substantial rises in import prices will be the
main exception to this rule. Furthermore the
Government was authorized until the end of
February 1979 to implement more severe
price regulations. Overall, the policy supported
growth in domestic demand as the tax rate
decreased and public expenditure grew faster
than GDP.

Against the background of devaluations in
the other Nordic countries, the mark has been
devalued three times during the past year or
so. The external value of the mark was lowered
by 5.7 per cent on April 5th, by 3 per cent on
September 1st 1977 and by a further 8 per

cent on February 17th 1978.

1 Expressed in terms of changes in the fluctuation limits of the
currency index,



In connection with the last devaluation, the
Government outlined a third package, which
was to combat inflation and protect house-
hold purchasing power as well as stimulate
investment and employment. It was agreed
to pay in May 1978 part of the wage increases
— 1.5 percentage points — postponed to
next year. Further reductions in employers’
and employees’ social security contributions
were introduced for this year. The agreement
made between industry, trade and govern-
ment to refrain from price increases will be
continued to the end of February 1979. The
sales tax exemption for industrial construction
will be extended by b months. Half of the
sales tax will be lifted from those industrial
machines and equipment which are ordered
or purchased between 1. 4. 1978—30. 6. 1979
and delivered by the end of 1979,

In February, the Bank of Finland decided to
reduce its discount rate by one percentage
point from the beginning of May. as it had
done following the September devaluation.
In addition, the Bank agreed to contribute to
arranging an extra 700 million mark credit for
the Central Government in 1978—1979. In
general, monetary policy was still fairly tight
during the first half of last year, although some
signs of easing were already to be seen. This
easing was in the form of the introduction of
a bonus scheme into the banks’ central bank
financing arrangement, a lowering in the
penalty rate on central bank borrowing and
large average placements by the Bank of
Finland in the call money market. These meas-
ures had a greater effect on the average cost
of central bank financing in 1977 than the
two reductions in the banks' central bank
credit quotas totalling 400 million marks. The
lowering of the general interest rate in October
and the introduction of new selective credit
guidelines in December 1977 also directly
supported production and employment,

OUTLOOK FOR 1978

During the current year foreign demand will
provide limited room for the expansion of

Finnish exports. Although the price competi-
tiveness of the open sector has substantially
improved, much of the benefit will be post-
poned to later years because of the sluggish
demand in major markets. As exports 10 new
expanding markets are expected to continue
their healthy growth of the recent past, ex-
port volume will again this year grow more
rapidly than ftraditional markets.

Domestic demand in 1978 seems still to have
a slight negative impact on the growth of
total production. In recent forecasts, total
production is expected to show only a slight
increase. capacity utilization will remain very
low and unemployment is expected to increase
further. Private consumption is expected to fall
slightly as the propensity to consume responds
to permanently lower income expectations.
However, under the circumstances, there are
few impuises either from the demand or
capacity side to give a boost to investment
activity. So the improvement in profitability
resuiting from the recent policy measures
seems, for the time being, to be mostly used
for strengthening the financial structure of
companies and perhaps for building up raw
material inventories rather than for fixed in-
vestment.

The financial position of the public sector
will deteriorate considerably due to weakness
of income formation, inflation adjustment of tax
scales as well as increased outlays connected
with the worsening unemployment. The cur-
tailment of the public sector’s financial surplus
and the expected further reduction in the cur-
rent account deficit combined with substantial
imports of capital for both public and private
purposes will lead to a great easing of the
domestic financial markets in 1978.

As for the major imbalances of the economy,
there will be a further reduction in the current
account deficit. The apparent substantial
demand for long-term foreign loans will,
under the circumstances, lead to a consider-
able increase in exchange reserves. In the
domestic economy, the inflation rate is ex-
pected to remain at about the same level as in
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Finland's major competitors, as the recent
devaluation and the earlier than expected
wage increases will hinder the further reduc-
tion of inflationary pressures. The worst and
continually worsening imbalance in the econ-
omy is the high unemployment. The economic
policy measures adopted in 1977 and early
1978 are not expected to halt the increase in
unemployment during this year.

(continued from page 2)

In the financing of its public research projects,
SITRA has tried to select projects of general
importance which are likely to produce sub-
stantial economies by means of administrative
and technological rationalization. As a result
of the recent oil crisis, energy-saving techology
emerged alongside environmental protection
technology which had drawn special attention
during the first years of SITRA's operation.
Other important fields are national health,
where public expenses are considerable, and
forestry, which plays a vital role in the country’s
supply of raw materials. The public research
financed by SITRA has been carried out in
co-operation with the authorities-in the fields
concerned and the corporate sector; in many
cases, it has induced reforms in administrative
practice and even in legislation.

As a public boby financing research and
development, SITRA resembles many other
institutions in various parts of the world. How-
ever, it also has distinct national characteristics:
for example, SITRA's involvement in the pro-
jects financed is not so great as that of develop-
ment corporations in other countries, such as
the National Research Development Corpora-
tion (NRDC) in the United Kingdom. On the
other hand, it also provides finance for public
research. In the other Nordic countries, re-
search and development projects are primarily
financed with budgetary funds. while SITRA
has its own capital which is held by the cen-

tral bank.

April 21, 1978
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