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Chapter 1 Overview of the system of accounts

1.1 Introduction

Finland's economic territory comprises Finland’s geographic areain accordance
with the boundaries of the State (including Aland) but excluding the premises
of foreign missions and consulates and supranational and international
organisations on Finnish territory. Finland's separate territories in the rest of the
world (embassies, consulates, research stations, etc.) are counted as part of
Finland's economic territory. Also counted as part of thisterritory are nationa
air space and territorial waters, vessels, aircraft and other movabl e equipment
owned by hauliers domiciled in Finland.

This description of the Finnish national accounts approach contains several
changes compared with the previous version. Besides the additions and new
descriptions agreed on the basis of the GNI Mission of autumn 2002, changes
in methods of compilation have made far more illustrations necessary. At the
turn of 2002-2003, the Finnish accounts changed over to using supply and use
tables based on products, which entailed extraillustrations. Additionally, the
description basis used for the accounts was changed to a clearer distribution by
ingtitutional sector than before. The resultant changes have been inserted in the
text.

The new figures are given in euros from 2000 onwards. Marks (FIM) are also
given in old sample tables dating, as arule, from 1997. Despite the different
denomination and the different year, the information given in marks accurately
reflects the methods used and the interrelationship of the figures.

1.1.1 Organisation of the national accounts in Finland

Finland's national accounts are compiled in their entirety at Statistics Finland.
The national accounts are among the key tasks of the Economic Statistics Unit,
which is responsible for macroeconomic statistics. The unit is divided into
seven statistics sections. The national accounts section is responsible for
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compiling the annual accounts and reforming the accounting system. Other
statistics sections participate in compiling the national accounts as follows:

The Economic Indicators section is responsible for the quarterly accounts and
for the monthly GDP-indicator. The Economic Structures section produces
regiona accounts. The Farm Economy section is responsible for keeping the
accounts for agriculture. The Financial Accounts section isresponsible for
financial accounts and calculating general-government finances in the national
accounts, as well asfor insurance and financia institutions. The Financial
Markets, which produces financial statistics and Government Finances section
do not take part in compiling the various sub-sectors of the national accounts.

Table 1: Organisation and tasks of the Economic Statistics Unit

Economic statistics (77)

M anagement (4
National Economic Economic Government Farm Financial Financial-
accounts indicators structures finance Economy Accounts markets
- Annual - Quarterly - Regional - Statistics on the |- Agricultural - Financial accounts |- Outstanding
accounts accounts accounts finances and enterprise - EMU debt credit statistics
- Historical - Monthly - Input-output activities of and income - Development of - Financia
series GDP-indicator |- Regional municipalities | statistics quarterly financial statement
- Capital stock |- Consumer input-output and joint - Income and tax | accounts of statistics of
- Productivity survey tables municipalities | statisticson general government | credit
research - Genera - Centra agricultureand |- Financia institutions
- Development government government forestry ingtitutions - Interest payment
of supply and quarterly revenue and - Economic calculations of statistics
use tables accounts expenditure accounts for national accounts |- Deposit statistics
by region agricultureand |- General government |- Other financia
- Public forestry (EU) | calculations of market statistics
financing of - Agriculture national accounts |- Co-ordination
entrepreneurial calculations of of authority
activities national data collection
accounts
18 8 7 8 5 12 10

At the end of 2002, roughly 25 persons were involved in compiling the national
accounts and in the reform of ESA 95. Two persons, partly full-time, worked
on Farm Economy Statistics and six worked on Financial Accounts. There were
2-3 full-time staff compiling quarterly accounts and monthly GDP-indicators.
Some annua accounts compilers also produced quarterly data. Additionally,
two persons devel op quarterly statistics of general-government in the Economic
indicators section. Six persons compile Financial Accounts statistics. At the end
of 2002, around forty of more than 70 staff in the Economic Statistics Unit
were involved in compiling the national accounts. The maority of these
compilers have been educated to degree level.
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Compilation of the national accountsis organised in work units according to
specific areas for which individual sector researchers take responsihbility. One
of the sector researchersis responsible for wholesale and retail trade and for
hotels and restaurants, another for transport, athird for the final consumption
expenditure of households. A team of about four persons makes summaries of
calculationsin various phenomenon areas for the aggregate national accounts.
Group projectsinvolving just afew staff were set up for agiven length of time
to reform accounting. In principle, nearly everyone in the annual accounts staff
isinvolved on an ongoing basis, since reform principles are best disseminated
among the staff in thisway.

National accounts source statistics are hot compiled in the Economic Statistics
Unit, exception for local government financial statistics, economic statistics of
agriculture and financial market statistics. Source statistics are produced either
in other statistics units of the organisation, or in part externally. The number of
staff in Statistics Finland at the end of 2002 was roughly 1 000 persons.

Changes are being planned regarding how compiling is organised, allowing for
integration of supply and use tables into the annual accounts.

1.2 Revision procedures and timetable for revising and finalising
estimates

1.2.1 Routine revision procedure

Severa versions of the national accounts are prepared for each statistical year.
All data available to date are utilised so that the national accounts become
progressively more exact. Definitive figures are produced two years after the
end of the statistical year.

In the old system based on SNA 68, mgjor revisions were also performed on
figures at intervals of about five years. They coincided with the change of the
base year for constant-price projections. The changeover to SNA 68 was made
in 1979 (base year 1975). Subsequently, major revisions were performed in
1984 (base year 1980), 1987 (base year 1985) and 1993 (base year 1990).
During major revisions, the time series was adjusted retroactively with effect to
1975, and in 1984 with effect to 1960.

Three kind of adjustments were made to the time seriesin major revisions.
Firgt, so-called level adjustments were made as aresult of reference points
being set at anew level for the new base year. Secondly, adjustments entailed
by changesin classifications and similar factors were made. Thirdly, the errors
found were corrected.

Integrated supply and use tables beginning in 1995 were produced at the turn of
2002-2003, in which supply and use (the balance of resources and expenditure
items) in the national accounts are balanced product-by-product. This reform
eliminated from the definitive figures the statistical difference between supply
and demand at current prices.

1.2.2 Implementation of ESA 95 reform

When Finland’ s national accounts were reformed to comply with ESA 95,
figuresin accordance with SNA 68 for 1975-1997 (the 1997 figures were
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provisional) formed the basis of renewal. Changes of two kinds were made to
the figures. The revisions required by ESA 95 were made to concepts,
definitions and classifications and, as mentioned above, regular major revisions
were performed roughly every five years to utilise new data and correct any
errors observed. Moreover, specia attention was paid in the reform of ESA 95
to incorporating the hidden economy in the accounts more exhaustively than
before.

In addition to the above checks, the reform of ESA 95 entailed compiling an
entirely new time series (for example, computer software investments). The
base year for the constant-price time series was changed to 1995.

Data according to the new compilation system for supply and use tables were
published in February 2003. Data in the nationa accounts were changed
retroactively to 1995. In spring 2003, so that no interruption would occur
between 1994-1995, the time series was chained retroactively to 1975. The base
year for the time series at constant prices was changed in 2000. Supply and use
tables have not yet been compiled at constant prices. Instead, reform is still
ongoing with respect to them.

1.2.3 Timetable for revisions and finalising estimates

Thefirst preliminary data for year t will be ready at the end of February in year
t+1. Thisfirst version isless comprehensive than the national accounts proper.
While the contents of the first version will correspond to the quarterly national
accounts, it will also contain the first version of sector accounts for all sectors.,
The data for the final quarter of the previous year will be published at the same
time.

A second version will be produced in the firgt half of July in year t+1. At that
time, the national accounts for year t will be compiled in their entirety for the
first time.

Thethird version will be ready in the first half of December of year t+1, the
fourth version in July of year t+2 and the fifth (final) version in December of
year t+2.

Example of the production times for versions of the national accountsin 2002
according to the practice thus far:

Version Month

1 February 2003
2 July 2003

3 January 2004

4 July 2004

5 December 2004

Changes to the compilation timetabl e are currently being planned.
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When the different versions of the national accounts are prepared, all available
dataare utilised. Only some data are altered at each version, for example all
accounts for production and generation of income are initially produced in July
of year t+1 (Version 2). After this, one or other of the production and
generation-of-income accounts of a particular industry may be revised in July
of Year t+2, when the fina information becomes available. In the case of the
same industry, Versions 2, 3 and 4 are identical to each other. Verson5is
based on supply and use tables and, consequently, on the balancing of the
product level. At that stage the data at industry level are generally altered.

Two main factors influence the timetabl e for compiling the national accounts:
user need and the production of source statistics.

The principa user of the national accounts in Finland isthe Ministry of
Finance. It compiles economic surveysin February and August each year
which supply the key background information needed to formul ate the budget.
The Ministry of Finance needs the most recent facts available on the
development of the economy in order to compile surveys. The Bank of Finland
and various economic research institutes also use the latest national-accounts
data as the basis for economic forecasts.

1.3. Outline of the production approach

1.3.1 Reference framework

When preparing Finland’ s national accounts, the production approachis
primary in calculating GDP. Allowance is a so made for the expenditure
approach when balancing the accounts.

Gross value added at basic pricesis equal to the total of gross added values by
industry. Definitive figures are calculated and balanced in the supply and use
tables on a product-by-product basis. When taxes on products are added to and
subsidies on products are deducted from gross added value at basic prices,
gross added value at market prices or GDP is obtained.

Statistical unit

In the production approach to preparing Finland’ s national accounts, the
statistical units are the product, the establishment and the institutional unit. An
establishment is a production unit belonging to an individual enterprise, or
similar unit, situated in one place and mainly producing similar goods or
services. The establishment is equivalent to the local kind-of-activity unit
(KAU), asdefined in ESA 95. The ingtitutional sector, however, remains the
core reference and is a so the basic framework used for inspections proper to
each industry.

Classifications

Product classification

The product classification, comprising 952 products, is the basis for final
figures. It is based on the CPA classification. Product classification is explained
in Chapter 6 and the classification itself isto be found in Appendix 1.
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Industrial classification

Finland’ s national accounts total 100 industries (incl. financial intermediation
services) at the most detailed accounting level. Production and
generation-of -income accounts are compiled by industry. Roughly 100
industries are used in the preliminary calculations.

In addition to classification by industry, use is also made of a classification by
producer type based on establishments. There are three main types of producer:
market producers, non-market producers and own-account final producers.
Other non-market producers are further divided in Finnish national accounts
into two sub-groups: general government institutions and non-profit
ingtitutions. General government in turn is divided into three sub-groups:
central government, local government and socia security funds. Gross value
added — with some exceptions —is obtained from the difference between output
and intermediate consumption. The gross value added of general government
and non-profit ingtitutions equal s the sum of compensation of employees and
consumption of fixed capital. In addition, other taxes on products must be
added for the two industriesin local government.

Classification by sector

Besides the classification by product, industry and producer type, thereis
another classification in the national accounts based on ingtitutional sector. This
is used to draw up not just production and generati on-of-income accounts but
the distribution and use of income accounts, and the capital and financial
accounts among the accumulation accounts.

Production accounts and generation-of-income accounts at current prices are
prepared under three classifications according to industry, producer type and
ingtitutional sector. Also, the basis for the classification of production by
industry isinstitutional sector classification. Industry data are a'so compiled by
producer type, even if data on these are usually presented at the level of totals.
Cross tabulation occurs both between industry and sector classifications ands
between industry and producer-type classifications.

Main data sources

The main data sources of the production approach for market producers and
own-account producers are structural business statistics and the Business
Register, which are used to calculate the various industries. Also used are the
many information sources proper to each industry. The main data sourcesin
other non-market production are consolidated accounting data and the Financial
Statement and Report, and local government financia statistics.

1.3.2 Valuation

Finland’s national accounts are prepared in euros. The unit is one million euros
but the units in source material have usually been one euro or athousand euros.

Economic activities are valued mainly in terms of market price, i.e. according
to the value by which flows and stocks are actually exchanged or could be
exchanged for cash. If market prices are not immediately available, then the
market prices for the corresponding goods, services or assets are used. For
example, output of owner-occupied dwellingsis valued in accordance with the
rent levels of equivalent rental dwellings. When prices for the corresponding

13/371



ESTAT-2003-10412-01-00-EN-TRA-00 (FI)

products are not available, namely for general government non-market services
produced, they are valued in terms of what it costs to produce them.

Product use is valued at purchasers prices. Intermediate consumption includes
transport costs, trading margins and taxes on products (including value-added
tax, insofar asit is non-deductible). Output is valued at basic prices, i.e. it
includes subsidies on products but not taxes on products, transport costs or
trading margins.

Economic activities are recorded mainly on the accrual principle. In cases
wherethisis not so, it is stated separately.

The national accounts are compiled mostly using constant prices, currently at
2000 levels. A fixed base year is used, changed at five year intervas. This
description treats the accounts as being at market prices, not constant prices.

1.3.3 Transition from commercial accounts and administrative
concepts to national accounts concepts

The main data source for assessing the output and/or intermediate consumption
of many industries is the structural business statistics of the industry concerned.
The Business Register, the business income tax register (EVR) and direct
survey data are combined in structural business statistics. These statistics are
based on concepts of enterprises’ profit-and-loss accounts and EU structural
account regulations.

When calculating output, the turnover figure in accordance with structural
business statistics is supplemented by changes in stocks of finished goods,
own-account production and other operating income. In other operating
income, capital gains on sales of fixed assets are separated from other returns of
amore permanent kind, such asrental income. Capita gains on sales of fixed
assets are not counted as outpuit.

Included in intermediate consumption are the following items from structural
business statistics: purchases during the financial year (excluding inventory
purchases), purchases of services from other parties, operational leasing, other
rents and miscellaneous fixed and variable expenses. Additional staff costs may
include intermediate consumption items, such as staff training and recreation
expenditure. Structural business statistics data are adjusted for the national
accounts, among other things, by values applying to computer software
acquisitions.

Finland’ s source data are widely based on aggregate data which are gathered in
accordance with accounting data. Business accounting records also serve as the
basis of specia reports made.

1.3.4 Roles of direct and indirect estimating methods

Calculation of output and intermediate consumption in the national accountsis
chiefly based on direct estimating methods, i.e. structura business statistics, the
business register, the fina central government accounts, local government
financial statistics, banking statistics, insurance corporation statistics and other
aggregate statistics. An indirect estimating method would be a price by amount
method, for example.

14/371



ESTAT-2003-10412-01-00-EN-TRA-00 (FI)

The compilation of Finland’ s national accounts relies mainly on source
statistics drawn up each year. Benchmarks and extrapolation are used to
calculate output in just afew industries.

1.3.5 Principles applied to ensure exhaustiveness

The output approach isthe key compilation method is Finland’ s national
accounts. Inspection at industry level and balancing supply and use tables on a
product-by-product basis are relied upon to ensure exhaustiveness.

In practice, the key method to ensure exhaustiveness is to compare information
from avariety of sources. Extensive basic data relevant to production includes
the business register, which covers all business enterprises, associations and
self-employed persons, but not farm holdings. Structural business statistics are
another exhaustive source used to calculate the gross domestic product. The
business statistics database combines al data on enterprises derived from
statistical surveys, the Business Register and the business income tax register.

In practice, these sources are supplemented by the recourse to other statistical
sourcesin relation to particular industries. Separate information is obtained
from employment and income levels by means of which comparisons are made
by checking changesin income levels, productivity and median income levels.

Although basic data sources are of a high quality, the potentia remains for
random errors or classification errors. Depending on the data sources and type
of report, a hidden economy element is factored into particular industries.
Special reports and tax audits are used to assess the impact of the hidden
economy. Adjustments must be made to figures for construction, trade,
transport and communications, and hotels and restaurant services.

Data on genera government activities are exhaustive because they contain all
units engaged in general government activities.

1.4 QOutline of the income approach

1.4.1 Reference framework and valuation

The income approach denotes calculation of GDP as the addition of its various
components, consisting of compensation of employees, gross operating surplus
(including consumption of fixed capital) and other taxes on production less
other subsidies on production.

In Finland' s national accounts, GDP is not calculated using the income
approach because gross operating surplusis not reliable enough as an
independent estimate. Gross operating surplusis calculated asaresidual in
market production, when other income components have been deducted from
gross value added. A trial caculation of GDP by the income approach was
undertaken in the years 1995-1997.

The income components of GDP are calculated using the same industry and
producer type classification as was used for gross value added in the production
approach.

Economic activities are recorded on the accrual principle, not on the cash-basis
principle. Wages and employers' social contributions are recorded for the time
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when the work is performed and the compensation of employee obligationisin
effect.

1.4.2 Transition from commercial accounts and administrative
concepts to ESA95 national accounts concepts

The concept of wages and salaries in business accounting and various source
statistics is generally the same as in the national accounts. An obvious
exception is benefitsin kind. In the national accounts, any untaxed benefitsin
kind (which in commercia accounts are not always included in wages and
salaries, but may be part of other business activities expenses or additional staff
costs) are treated as benefitsin kind. On the other hand, the employee stock
options which in some source data are included in wages and salaries, do not
count as benefitsin kind from the standpoint of the national accounts.

In commercia accounts and much of the source data, the concept equivalent to
employers socia contributions is non-wage labour costs, which are not usualy
differentiated by payment type. In the national accounts, contributions of this
kind are usually calculated by industry on a so-called percentage basis. In this
case, the difference between non-wage labour costs and employers' compulsory
contributions calculated by a percentage method is recorded as voluntary social
contribution.

Consumption of fixed capital is calculated in national accounts by means of the
capital stock model aone and commercia account write-offs are not used.

1.4.3 Roles of direct and indirect estimating methods

Compensation of employeesis calculated in Finland’ s national accounts for
many industries by the direct estimating method, i.e. there are aggregate data
available. Such data consist of structural business statistics, the Business
Register, the local government financial statistics, consolidated accounting data
and the Financia Statement and Report, banking statistics and insurance
corporation statistics. Some industries use an indirect estimating method, such
as price by volume type estimates in which the average hourly wageis
multiplied by the number of hours worked.

Employers’ social contributions by industry and payment type are generally
calculated by the so-called percentage payment method which may be regarded
as an indirect method, but total social contributions are calculated using the
direct method.

Consumption of fixed capital is calculated by means of the capital stock model,
which is an indirect method.

Other taxes on production and other subsidies on production are obtained from
aggregate data, i.e. the calculation method is direct.

Benchmarks and extrapolation have been used to calculate wages and salaries

in someindustries. This affects part of the forestry, construction of buildings
and real estate activities.
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1.4.4 Principles applied to ensure required exhaustiveness

Wages and salaries

Two problem areas arise in ensuring the exhaustiveness of wages and salaries:
hidden wages and untaxed benefits in kind.

The valuation of hidden wages is based principally on reports produced by the
consultants Pekka Rytkénen Oy in 1995-1998, which in turn are based on tax
audit data from the tax authorities. A report was issued for each year and the
value of the hidden economy is shown by industry (hidden wages, extra
income, disguised distributions of dividends). The hidden economy is also
evident to some extent in agriculture, manufacturing, construction, wholesale
and retail trade, hotel and restaurant activities, transport, business services and
in certain other services.

Calculations about the hidden economy should be treated with caution. There
are many gaps in the industry classification of the tax administration’s tax audit
statistics as not al enterprises have an up-to-date industry, or elseit is wrongly
designated. Making calculations is also complicated by the fact that only some
of those engaged in the hidden economy are randomly selected as the targets of
tax audits. Most targeted enterprises are inspected due to negligence in their tax
returns or tax payments, or because they were reported. Moreover, it is difficult
to alocate tax audit resultsto the correct statistical year because tax audits can
cover severa years of tax returns.

Most benefitsin kind are taxable income, subject to tax withholding. In source
data used for the national accounts, benefitsin kind are generally included in
earnings. Sources consist of the Business Register and the structural business
statistics.

Not all benefitsin kind are taxable earnings. For example, their taxable value
does not always equal their real value. In such a case, the excessisincluded in
other expenses (mainly in intermediate consumption). Other benefitsin kind
outside the tax net in Finland are the commonly available staff discounts and
various recreation costs for staff. These benefitsin kind not subject to tax are
added to earnings.

Gross operating surplus and mixed income

Additionsto the income of an enterprise are one of the most important types of
information held by the tax administration’s tax audit unit as far as the national
accounts are concerned. Hidden income can lower output and thereby lower
value added and gross operating surplus/mixed income. The consultants Pekka
Rytkonen Oy have made estimates of the possible size of undisclosed income
and itsinfluence on output based on tax audit data from the tax administration.

1.5 Outline of the expenditure approach

1.5.1 Reference framework

In the expenditure approach, GDP is calculated as the total of its expenditure
components, or asthe total of demand items. These items consist of final
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consumption expenditure, investments, change in inventories and exports of
goods and services, less imports of goods and services.

In the national accounts, GDP is determined on the basis of the production
approach. The expenditure approach is taken into account also as explained in
Chapter 6. The differencein GDP, as calculated by the production and
expenditure methods of approach, isrecorded as a statistical discrepancy in the
preliminary national accounts. In the final figures, supply and demand are
balanced on a product-by-product basis and no statistical discrepancy occurs.

1.5.2 Valuation

The use of productsisvalued at purchasers’ prices. Final consumption
expenditure therefore includes value-added tax and other product taxes, but not
subsidies. The products acquired by instalment payments or an equivalent
credit system are recorded by their date of purchase.

Gross fixed capital formation includes value-added tax insofar asit is not tax
deductible. Investments are recorded according to the date of the transfer of
assets. There are three exceptions to this rule in the national accounts. First,
financial leasing is recorded as an investment by the industry using it, even if
there is no change of ownership. Secondly, own-account investments are
recorded when they are produced. Thirdly, construction investments are
recorded as they are built and not after completion of the building, when
ownership generally changes hands.

Changein inventories are valued at the average price for the year, i.e. the value
of opening and closing stock is averaged for the year and then the difference
between them is calcul ated.

Goods imported and exported are valued at their f.o.b. value, i.e. their value
when they leave the port of the exporting country. Exports of services are
valued at basic prices and imports of services at purchasers' prices.

1.5.3 Transition from commercial accounts and administrative
concepts to ESA 95 national accounts concepts

In calculating government final consumption expenditure, use is made of local
government financial statistics, consolidated accounting data and the Financial
Statement and Report, and profit and |oss statements of various corporations.
Their concepts are revised to comply with national accounts concepts.

In calculating gross fixed capital formation, use is made of local government
financial statistics, consolidated accounting data and the Financial Statement

and Report and the profit and loss statements of various corporations. Itemsin
accordance with the national accounts are selected from these concepts.

1.5.4 Roles of direct and indirect estimation methods
Direct and indirect estimating methods are used to calculate the demand items.
Benchmarks and extrapolation are used in cal culating household final

consumption expenditure. They are especially based on Household Budget
Surveys.
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Benchmarks and extrapol ation based on special reports are also used to
calculate gross fixed capital formation of building refurbishment contained in
estimates of investments in the construction of buildingsin 1990-1996.

1.5.5 Principles applied to ensure exhaustiveness

The main data sources for the expenditure approach arefairly exhaustive.
Calculations are based on aggregate data with respect to goods imported and
exported, government final consumption expenditure and partially with respect
to gross fixed capital formation, inventories and non-profit institutions serving
households. The Household Budget Survey, the key data source for household
final consumption expenditure, starts basically from very exhaustive premises,
except for some consumer headings known to be problematic, i.e. alcohol.
There will be more discussion below about additions to be made to Household
Budget Survey data.

To acertain extent, foreign trade in services may be considered a problematic
expenditure component from the standpoint of exhaustiveness in the national
accounts. The collection of data by the Bank of Finland regarding payments
from sources abroad was discontinued at the end of 1998, and the production of
foreign trade statistics was transferred to Statistics Finland. Foreign trade
services between enterprises is now being investigated through a poll of such
enterprises.

The hidden economy does not constitute a significant problem for the
expenditure approach. Any consumer goods and services produced by the
hidden economy are presumed to be included for the most part in Household
Budget Survey data.

Ultimately, the co-ordination and balancing of the production and expenditure
methods of approach will be ensured by the supply and use table method,
which provides assurances regarding a systematically exhaustive approach, also
with respect to the estimation of GDP expenditure components.

1.6 Balancing or integration procedure and main approaches to
validation

1.6.1 GDP and the balancing procedure

Balancing the national accounts is the stage when the conception of the
development and structure of the economy is pulled together. The balancing
procedure, which appliesto a given year, is never an isolated event. Instead, it
is alwaystied to the preceding time series and especially the previous year.

Balancing is therefore the pith of national accounts compilation, without which
it would be the simple addition of disparate data. Balancing is performed in the
same way and to afairly accurate degree from one year to the next. Preliminary
data are balanced at the aggregate level, and the definitive figures are balanced
in supply and use tables at the product level.

1.6.2 Stage prior to balancing

Balancing is preceded by the calculations of sector investigators in the event
areas belonging to each. In these calculations, source dataiis revised to comply
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with nationa accounts concepts. As they compile their own calculations, sector
researchers must pay attention to key figures and contingencies. The
calculationsin each phenomenon area entail paying attention to the following
aspectsin particular:

* changesin value, volume and price from the previous year

* corresponding changes from the previous version

* changes in absolute level s compared to the previous version

* consistency between wages and salaries and employment, measured in terms
of aredistic trend in the level of earnings (industry calculations)

* consistency between the volume trend and labour input, measured by changes
in labour productivity (industry calcul ations)

* consistency between employment and hours worked, measured by hours
worked for each employed person (industry calculations)

* real disposable income: nominal disposable income deflated by the price
index of final consumption expenditure (households)

* savings rate: relation of savingsto disposable income (general government,
households)

* net lending level (sector calculations).

1.6.3 Checking of detailed calculation entities

When the preliminary accounts are balanced, each industry, sector or other
calculation entity is sifted through in summary discussions, so-caled
adjustment sessions. Such discussions involve 2—4 synopsis staff and one or
more sector researchers.

Examination of the individual calculation entities occurs according as the data
nears completion. Each calculation entity is sifted through, paying special
attention to the above aspects. Besides that, discussion takes place concerning
data sources, their availability and usability, changes that have occurred either
in data or in calculation methods and other background information bearing on
the matter.

The overall picture of the economy gradually takes shape and is refined when
most of the calculation entities are complete. The situation is continually
monitored and for this reason time stamps are attached to the properties of the
computer system. The overall concept can be perceived and come into focus,
however, only when all the pieces are in place.

1.6.4 Compilation of balance of resources and expenditure

The balance of resources and expenditure, or the national balance of supply and
use, combines data illustrating the production and use of goods and servicesin
the national economy.

The production approach

When al the production and generation-of-income accounts of industries have
been calculated, the result is the gross value added of the economy at basic
prices as total value added by industry. By adding taxes on products and
deducting subsidies on products from this value, GDP at market pricesis
obtained.
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When imports of goods and services from foreign trade cal culations are added
to GDP at market prices, the aggregate supply is obtained.

The expenditure approach

In order to calculate aggregate demand, the following items are transferred to
the balance (entity from which datais derived is given in parentheses)

* Exports of goods and services (from foreign trade cal culations)

* Household final consumption expenditure (from final consumption
expenditure calculations of households and the other non-market output itemin
the production account for non-profit institutions serving househol ds)

* General government consumption expenditure (from final consumption
expenditure of central and local government and social security funds, i.e. other
non-market output of production accounts by industry added to paid socid
benefits in kind)

* Private investment (from total gross fixed capital formation of market output
and non-profit activities by industry)

* Government investment (from total gross fixed capital formation of
government activities by industry)

* Changein inventories (from inventory calcul ations).

The totals of demand items calculated in this way and aggregate supply differ
from each other. This difference, a statistical one, is posted on the demand side
and the aggregate demand is obtained, which is then equal to aggregate supply.
Thetota of demand items (without the statistical discrepancy) lessimports
reflects the GDP estimate calculated through demand.

The income approach

The third option for calculating GDP, that of independently estimating it from
the income approach will not be considered in this context. The totals of the
wages and salaries amount from industry calculations and employers’ social
contributions (compensation of employees) are adjusted in accordance with
corresponding data in the household and rest-of-the-world sectors. This
adjustment is shown in conjunction with industry data at the aggregate level.
Because in making the adjustment we do not want to alter the level of GDP, the
operating surplusis adjusted by afigure with the opposite sign corresponding
to the absolute value of the total of wages and salaries and social contributions.

The other income components of value added: consumption of fixed capital and
other taxes on production less other subsidies on production are shown in
accordance with the totals of the production and generation-of-income accounts
by industry. The aggregate totals of taxes and subsidies are determined
primarily in accordance with general government data.

While there is no independently calculated GDP estimate as the total of income
components, there have been tria calculations made. Structural business
statistics data make it feasible to calculate a gross operating surplus estimate in
many industries. So far such calcul ations have only been examined as an
interesting source of comparison, as the gross operating surplus estimate used
in such calculations contains numerous risk factors.

The value added of the economy can also be obtained asthe tota of the value

added of separately calculated production accounts by sector. It is considered a
less reliable and accurate estimate than that cal cul ated as the total of industries.
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and so remains subordinate to value added as cal culated through the industries
described above.

1.6.5 Preliminary balancing of resources and expenditure

The current price versions, and the preliminary and definitive versions, of
Finland’ s national accounts for a given year are balanced at the level of balance
of resources and expenditure components, and balancing by productsin the
preliminary versionis only used in some individual cases.

When analysing the balance of resources and expenditure, attention is paid to
the same features as for individual calculation entities: the value of separate
balance of resources items, changes in volume or price from the previous year
or deviations from the previous version. Attention is also paid to the level of
earnings and to productivity at the level of the overall economy.

A key factor isthe statistical discrepancy between supply and demand. In the
preliminary version of the national accounts, a modest difference is acceptable
and is posted on the demand side. If the statistical discrepancy istoo high,
efforts are made to modify it. No exact measure of scale exists. In determining
the need for adjustment, consideration is given to the absolute level of
statistical discrepancy, the absol ute change compared to the year before and the
change in the influence of the statistical discrepancy on GDP growth
(contribution). The statistical discrepancy must be approved in practiceif itis
not greater than +/- 1 % of GDP at current prices and its contribution to the
annua change in GDP is not greater than +/- 1 %. This approximate degree of
balancing lendsitself to, and in its way facilitates, the compilation of definitive
accounts.

The statistical discrepancy showing the eventual need for balancing is obtained
when supply and demand of construction figures have been reconciled. The
level of construction investment is determined based on the production of new
construction, major improvements and real estate activities. The supply of such
products at basic prices must first be converted to purchasers’ prices. The
modification at purchasers’ pricesfor this aggregated product group level
definitive version is rather inexact as the taxes on products for the servicesin
guestion are not balanced product-by-product. However, the estimated supply
at purchasers pricesisregarded at this stage as more reliable and the difference
in the construction investment total by industry is balanced by adjusting
industry investment data— which is, as arule, datafor the real estate ownership
and leasing industry.

If it isdesired to reduce the statistical discrepancy, there are neither items that
will be automatically changed nor automatic procedures for making the change
at this stage. First of al, attention is paid to items which are least reliable
because of the data source. Least reliable typically, due to its often deficient
basics, is change in inventories. Private investment can also be adjusted. The
need for adjustment can sometimes be found in household final consumption
expenditure. If adjustment potential is not available in demand components,
recourse is had to the production and generation-of-income accounts so that
intermediate consumption may be adjusted by industry. This changes the GDP
leve in away that brings about a greater balance of resources. In principle, data
belonging to all industries can be adjusted, but adjustments tend to be limited in
practice to afew of the larger industries.
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The consequence of balancing the statistical discrepancy isachangein the
scale of various economic activities. There are no absolute limits set down for
the scale of change. Figures are compared to the original figures or to those of
the previous year or previous version. Statistics Finland seeks the highest
possible transparency with respect to balancing preliminary balancing included.
It must always be possible to justify any changes made equally to statistics
users and source data compilers.

Supply and demand at current prices are calculated as dependent on each other
in many ways and the statistical discrepancy is generaly fairly easy to keep
tolerable. The difference arises from the disparity between intermediate
consumption supply and demand and the absence or incompleteness of data
relating to the flow of investments or consumer goods.

Where data at current prices are concerned, balancing in the definitive version
is performed in acomprehensive way and no further discrepancies occur. For
this reason, discrepancies at constant prices are a more serious problem because
supply and demand are set at constant prices entirely independently of each
other. In order to keep these price ratios in equilibrium, amethod is needed by
which supply and demand flows are systematically controlled. Balancing based
on supply and use tables by products at constant pricesisjust such a method
and is oneto which Statistics Finland is now in the process of transferring. This
approach also operates as a more systematic balancing method than the one
currently used to reconcile supply and demand at constant prices.

The other factor that impacts balancing of constant-price supply and demand is
the fixed base year. In Finland, the base year changes every five years. While
thisisarelatively short period, allowing the base year to recede overmuch can
skew supply and demand price ratios — especialy in a system such as Finland’s
in which constant-price supply and demand are calcul ated separately. A base
year that changes yearly would alleviate this problem and, in fact, Statistics
Finland isin the process of transferring to such a procedure.

From the balancing standpoint, it is very problematic if statistical discrepancies
at constant prices and current prices have adifferent sign, or start to movein
contrary directions, in the time series. Thus, improvement of one usually leads
to exacerbation of the other, unless oneisin a position to influence price ratios.

1.6.6 Balancing definitive resources and expenditure

At this stage, product range comes into play. This means compiling supply and
use tables at current prices and checking the equilibrium of the economy using
product balances. There are 947 primary products and five combination
products that facilitate balancing. The classification of industriesis alittle more
detail oriented than preliminary accounting — as far as manufacturing is
concerned, the 3-digit NACE classification can be used, based on which the
total number of industriesis 184.

Combining the data of different phenomena areas yields a supply table at basic
prices and a use table at purchasers’ prices.

By means of price formation items (taxes and subsidies on products, trade and

transport margins), supply data can be converted to purchasers' prices and use

datato basic prices.

Balancing is based on two identities being valid for supply and usetables:
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1. Anidentity proper to each industry:

Output by industry = Input by industry, or

Output with respect to an industry = Intermediate consumption + value added.
2. An identity proper to each product:

Total supply by product = Total use by product, or

Output with respect to a product + imports = intermediate consumption +
exports + final consumption expenditure + gross capital formation.

Manual balancing product-by-product

In practice, the work starts by inspecting basic price product balances, in other
words, supply and demand on a product-by-product basis and the difference
between them at basic prices. Potential errorsin changesin classification are
adjusted at this stage, because they are usually the source of the more striking
differences. Thisinvolves cases in which the values belonging to some other
classification must be distributed among several classes of product
classification in the national accounts.

The actual adjustments are made at this first manual ba ancing stage either to
supply at basic prices or for use at purchasers' prices, depending on which data
is considered to be more reliable at the time. The supply datais generally more
reliable at the product level and, consequently, it changesless. Adjustments are
made, as arule, with aview to bringing supply or use as close as possible to the
substitute that has reverse difference between supply and use. The coverage of
the respective supply and use datais used as the basis. Levels of supply or of
intermediate consumption, imports or final use are not affected at this stage.

In practice, changes are made to values at purchasers' prices even if inspection
of imbalances is performed at basic prices. Thisis because price formation is
calculated on a product-by-product basis. In most cases, only relative shares of
use at purchasers' prices are known for the purpose of calculating the margins.
The valuesfor different margins are cal culated using these proportions and
price variants are obtained from purchasers’ pricesto basic prices. By making
the changesin use data at purchasers' prices, theintention isto bring at the
same time use at basic prices into balance and make the margins belonging to
products to correspond to margin totals. Such totals are specific data about
taxes on products collected by general government and subsidies on products
expended, and the margins produced by trade and transport industries.

The necessary balancing adjustments are checked in respect to household
consumption, foreign trade and gross fixed capital formation, insofar as they
impact each final use item. When the balancing adjustments have been made,
the new balance data are substituted for the datain supply tables at basic prices
and use tables at purchasers' prices. Following this, price formation isagain
calculated, and this time is should be more accurate. Something can be said for
the volume of changes due to the fact that, for example, atotal of roughly 290
products were balanced manually in 2000 out of atotal of 947 products.

24/371



ESTAT-2003-10412-01-00-EN-TRA-00 (FI)

Balancing price formation

After manual balancing, recourse is had to the automatic balancing of price
formation. At this stage, price formation is very close to being accurate and the
final adjustment is made so that, by totalling use product-by-product, subsidies
and taxes on products are made to correspond to subsidies granted and taxes
collected, and taxes and the margins on trade and transport are made to
correspond to the services that yielded the margins produced by the trade and
transport industries. In other words, use price formation datais scaled in the
correct proportion to supply.

Concerning supply, advancement to the most accurate product level only occurs
from basic prices to producers prices, i.e. customs tariffs and taxes on products
(except non-deductible value-added tax) are added to the value of each product
at basic prices and subsidies are deducted from it, if they apply. The question of
whether they apply or not often will depend on legislation to establish whether
supply comes under domestic or foreign output, and which industry produced
the product. Price formation is usually known accurately and reliably up to the
point of the producer’s price.

Supply data are only converted to purchasers prices at alevel a which supply
of each product at basic pricesis presented at the macroeconomic level. When
the modification at producers’ prices aready exists, use datais sifted for the
price formation of each product from producers’ prices to purchasers' prices
and it is then added, together with the producers’ price modification to the
values of supply at basic prices. Of course, this modification, too, isuseful in
order to check the purchasers' price equilibrium.

With the balancing of price formation, the stage is reached at which the product
balances at basic prices may have changed somewhat. The changes, in both the
absolute and relative sense, are dight. Then again, the differences can now be
checked at basic prices and purchasers' prices on a product-by-product basis.
The sum of the product-by-product differences at the macroeconomic level isa
statistical difference. It shows the extent to which domestic supply and imports
at basic prices cover demand items and how well domestic supply and imports
at purchasers' prices cover demand items at purchasers' prices. The statistical
differenceis of the same order of magnitude for both kinds of price. The
difference between this and preliminary accounting balancing isthat the
product balances accurately pinpoint the products affected by the difference.

Eliminating statistical discrepancy

The impact on added value of eliminating a statisticaldiscrepancy isjust as
great asthe statistical discrepancy itself. First of al, products are selected for
which the difference, after manua balancing and price formation, is clearly the
most. If the difference at the macroeconomic level is positive, i.e. supply
exceeds use, the most positive differences are selected. If, on the other hand,
the difference at the macroeconomic level is negative, i.e. supply isless than
use, the most negative differences are selected. The use and supply of the
selected group of productsisthen re-examined. The table below summarises
possible measures to be taken for selected product groups:

Table 2. Possible steps in eliminating statistical differences.
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Measure Supply >use Supply <use
Increase supply X
Decrease supply X

Increase use X

Decrease use X
Increase supply and decrease use X
Increase use and decrease supply X

Since the situation at the aggregate level is of necessity only according to the
one column, there are dways three options. The option selected will depend on
how great the statistical discrepancy happensto be. Only when the differenceis
on the big side (close to +/- 1 % of value added) do we avail of the combined
impact of supply and use. Changes tend to be made to use, asarule, because its
leve is not considered as reliable as that of supply

Decisions as to which selected group of products shall be changed must again
be based on the riability of the product data for each. Asarule, supply and
use data of general government sector may be regarded as extremely reliable.
At the same time, supply imports and use exports may be considered reliable
after preliminary checking. Changesin inventories are usually gone through at
the preliminary stage and afair degree of confidence can be placed in the new
levd (whichisvery low, in any case).

Adjustments can commonly be made in the supply of industries operating in the
sectors of non-financial corporations, households, financial and insurance
corporations and non-profit institutions. For its part, the use of industries
operating in the above sectors may be adjusted for intermediate consumption,
investments, or thefinal consumption expenditure of households. A mitigating
aspect at this stage is the fact that most products are by nature almost
exclusively intermediate product inputs, investment goods or consumer
products. When imbal ances impact such products, the decision can first be
made as to whether consumption data are more reliable than supply data for
some reason, and then increase supply at basic pricesto the industries
producing the critical products. When price formation isin equilibrium, supply
at purchasers' pricesasoisin equilibrium with use at purchasers' prices, when
supply at purchasers' pricesisretraced. At the same time, value added
calculated using the production approach likewise increases/decreases to
correspond to that calculated by using final demand.

In commoner cases, when use data are not asreliable, use at purchasers' prices
isincreased/decreased directly. If the increase/decrease is made to intermediate
consumption, the value added of the production approach again
increases/decreases so as to correspond at the macroeconomic leve to final use
at basic prices. If the increase/decrease is made to final use, the value added of
the production approach remains unchanged and the value added calculated
through final use rises or falls together with it to the samelevel. If consumption
(final or intermediate consumption) at basic pricesis derived once more with
the same price formation, supply and use at basic priceswill also bein
equilibrium.

Automatic balancing

When the statistical discrepancy is eliminated, no further difference between
supply and use arises at the macroeconomic level. However, product specific
differences may still occur. Differences arising between types of output are also
akey factor. Consumption of adomestic market output or import for agiven
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product will not necessarily correspond exactly to supply or import of the
product on the domestic market, even if the product were to be in equilibrium at
the aggregate level (domestic output and imports together). Other non-market
output and output for own-account use, on the ather hand, are in equilibrium at
this stage. Sales (purchases) of other non-market output only involve
households and as arule they, too, are already in equilibrium at this stage.

Automatic balancing is performed using an RAS algorithm programmed in
IML languagein the SAS system. Supply is not affected and peripheral datafor
use are established, i.e. levels of intermediate consumption and final use levels.
First, so-called certain cases are del eted from the matrices to be balanced, i.e.
products which are already fully in equilibrium, and someitems for which no
further change is wanted (for example, certain investments, households' final
consumption expenditure, foreign trade and changes in inventories). The
algorithm rapidly reaches equilibrium even if to reach three places of decimals
will require afair amount of reiteration. The difference must be less than 0.001
inamillion, or 1 000 euro per product. Finally, the balanced matrix is
combined with the data that wereinitially omitted.

Directly compiled balance of supply and demand that are fully in equilibrium
are obtained from this table, one in which statistical discrepancy do not appear
either at the aggregate level or according to type of output. The levels of GDP
calculated through production and final use are independently calculated in this
version also. A non-independent estimate cal culated through the income
approach is made in the balancing to correspond with the estimate obtained
through the production and final consumption approaches, but the relationships
between the income components of value added may still vary.

Other measures

When the resource and expenditure equilibrium has been approved, the data by
industry can be returned to sector researchers. As arule, changes by industry
are minor and they can be made to impact only the operating surplus.

Being that investments change only in conjunction with, or at the same time as
intermediate consumption and/or output, new figures for consumption of fixed
capital from the capital stock mode must be factored into added value. The net
operating surplus resulting from the change first changes by an amount equal to
the difference between old and new consumption, and a change in intermediate
consumption or supply changesit further.

Households' consumption expenditure is converted back to the COICOP
classification, and any changes are also made visible through this classification.

Data at constant prices

The production of resource and expenditure dataiis still generated in the same
way in both the preliminary and definitive versions of the national accounts.
The estimates derived from new data at constant prices are balanced only at the
leve of resource and expenditure components.

The problems mentioned in Section 1.6.5. remain largely unchanged, following
compilation of the definitive resources and expenditure at constant prices. The
preliminary and definitive versions differ from each other by the fact that, in
the latter, the figures at current prices for which constant prices must be set are
in equilibrium. As aresult, the statistical difference between them cannot move
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in different directions, at least. Additionally, the balancing of figures at current
prices hopefully will point estimates at constant prices also in the right
direction. The problem will be resolved only after atransfer to constant price
supply and use tables.

1.6.7 Balancing sector accounts

Sector accounts describe production and generation of income of various
sectors of the economy, distribution of primary income and redistribution of
income, use of income, capital formation and financing from the standpoint of
the decision-maker sector. Changesin the assets and liabilities of sectors with
their concomitant financial transactions are presented in separately broken
down financia accounts.

Balancing between sectors

Before the levels of itemsin the resources and expenditure balances are fixed,
the current and capital transfer itemsin the sector accounts can be reconciled so
that income received by one sector is always paid by some other sector. The
annua accounting computer system contains a variety of tests showing the
scale of the differences.

The following instances occur in the case of current transfers

1. Regarding data for the two sectors, it was agreed that the data of either sector
can be used (other current transfers between central government and local
government, for example)

2. Sector data comes as the total for other sectors (social contributions and
benefits for the household sector, for example)

3. The correct levels of current transfers received and paid are decided
separately (interest and dividends, for example)

4. One of the sectorsisleft asaresidua when data about other sectors are
known (non-financial corporations non-life insurance premiums and claim
payments, for example).

5. The aggregate data of the receiving sector is retained and broken down in the
paying sector by separate calculation (direct taxes).

Reconcilement of balance of resources and expenditure with sector

accounts

The production and generation-of-income accounts of the general government,
financial and non-profit institution sectors are obtained (in the first preliminary
data) asthetotal of industry calculations calculated at the sector level. The
production and generation-of-income accounts of enterprises and househol ds
are calculated independently for each sector from data sources for that sector.
Thetota of production and generation-of-income accounts by sectors so
obtained differs from that of the production and generation-of-income accounts
calculated by industry. Likewise, the value added and other components
calculated through sector accounts a so differ from those cal culated through
industries.
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The sector accounts total must tally with the resources and expenditure balance.
Aggregate quantities presented in the balance generally determine the totals of
the following economic activities by sector:

* Operating surplus

* Consumption of fixed capital

* Final consumption expenditure
* Gross fixed capital formation

* Changein inventories

As an exception to this, the data by sector for operating surplus and investments
may entail adjustment of the balance of resources data. Thisis especially so of
thefirst version, i.e. compiling the first preliminary annual version.

Normally, discussion takes place between sectors as to how feasibleit isto
change the data of any particular sector with respect to operating surplus,
deterioration and investments. Generally, the discussion occurs between the
non-financial corporations and household sectors and sometimes, especialy in
thefirst preliminary annual version, other sectors may enter the question.

Data concerning final consumption expenditure are transferred as such from the
household final consumption expenditure cal culations and non-profit activities
are transferred from the production accounts to the sector accounts. Generd
government consumption expenditure is equal to the total of ‘ other non-market
output’ and social benefitsin kind. Data on change in inventories are also
available by sector.

The following balance of resources and expenditure items are determined on
the basis of sector accounts:

* Wages and salaries equal the aggregate of household and rest-of-world earned
income.

* Employers' social contributions equal the aggregate of those for all sectors
(in practice, no employers’ socia contributions arise in housing corporations,
households or rest-of-the-world sectors).

* Taxes on production and imports equal the aggregate tax revenues of genera
government and rest-of-the-world sectors.

* Subsidies equal the aggregate subsidies paid by general government and
rest-of-the-world sectors.

Comparison with financial accounts

Net lending by sector compiled independently using financial accounts,
referred to as” Financial transactions, net”, is compared to the so-called real
side net lending by sector described above. Financia side net lending can offer
useful information about real side net lending by sector. In practice, financial
accounts and real side accounts are today compiled at different stages. The
former are first compiled in September of the year following the statistical year,
so that data concerning them are not yet available in February and July to
compiletheinitia calculations of real side advance data.
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1.7 Overview of the allowances for exhaustiveness

1.7.1 Main data sources

Statistics on production compiled by Statistics Finland are very exhaustive.
The Business Register covers al enterprises and corporations, non-profit and
unincorporated enterprises who are employers, whether subject to value added
tax or belonging to the preliminary withholding register. Local government
units are on a separate data base. The business register does not include
holdings. They belong to a separate register of the Ministry of Agriculture and
Forestry.

The Structural Business Statistics are also very exhaudtive. The database
combines al enterprise data from the structural statistics survey, the business
register and businessincome tax material.

Datain the Structural Business Statistics and business register are used to
compile the national accounts as a means of comparing data about
establishments and enterprises at industry level. Likewise comparisons are
made with other available data sources. Although the Structural Business
Statistics and Business Register are high quality data sources, classification
discrepancies and random errors can occur. Depending on the data sources and
analyses, a hidden economy increment is added to industry specific data.
Changesin annual levels of volume, productivity and median earnings are used
in the final matching of sector specific data sources. Labour input and
employment data are required to cal culate productivity and median earnings,
which thus form one of the foundations for compiling the national accounts.

Data sources applying to general government units are exhaustive. Local
government financial statistics contain financial data on all municipalities and
joint municipal authorities. General government data is derived from the central
government accounting system. Data concerning social security fundsis also
fully exhaustive.

During recent years, public-sector units have been gradually transferred to
enterprises and from non-market units to market units. The transfers have been
precisely recorded to ensure that all units are included in the calculations and
that no duplicate calculations arise.

Structural Business Statistics and general government data furnish data not
only regarding production and generation of income but about fixed capital
formation and changesin inventories as well.

Other data sources of demand items consist of foreign trade statistics,
balance-of -payment data and the Household Budget Survey. Household Budget
Surveys are not conducted every year and, during interim years, substitute data
sources, or interpolations are used. Foreign trade statistics compiled by the
National Board of Customs are thought to reach agood leve of exhaustiveness.
Minor corrections are made to the objectives of the balance of payments and
the national accounts in order to attain full exhaustiveness. In calculating
foreign trade services, a shift has taken place from statistics based on the
foreign transactions of banks to statistics based on the enterprise survey.

An estimate of the hidden economy is made by utilising specia reports,

employment comparisons between the Labour Force Survey and the national
accounts and tax audit data. Based on such reports, the incidence of the hidden
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economy in Finland is not very marked. Due to the method of calculation, part
of the hidden economy is always incorporated into the national accounts
(construction, dwelling services). The results of tax audit data give only an
indication, because the inspected cases are not representative samples. Due to
the nature of the calculations, an exact evaluation of the hidden economy is not
feasible.

1.7.2 Compiling household final consumption expenditure

The data sources used for household final consumption expenditure are the
Household Budget Survey, turnover data about retail trade from various
sources, data on organisationsin the trade sector and data created through
calculating production.

Trade statistics do not yet yield product specific sales data. Instead, turnover
data of retail establishments by branch of activity are available, as produced by
Statistics Finland’s Business Register for all key classification level industries.
The datais mainly based on data gathered by the tax administration. Such data
isnot usually available until final consumption expenditure figures are
calculated. When evaluating advance data, approximations of industry level
turnover variables produced by trade cycle statistics are used.

The Business Trend Statistics of Trade has been revised from the start of 1998.
In addition to data collected directly from enterprises, other data applying to
value added tax and to payment controls regarding employers’ socia
contributions are now collected from tax administration data.

The result obtained is a household final consumption expenditure estimate
derived from retail trade statistics. In order to determine the ultimate estimate
of national accounts, figures are compared with corresponding fina
consumption expenditure estimates derived from other sources (for example,
the Household Budget Survey) and the best is sel ected.

In the ideal case, it should be possible to authentically compare final
consumption expenditure estimates derived from various data every year. It will
not be feasible because, according to currently available information, the
Household Budget Survey will be conducted every third year, instead of the
annud survey tried in the mid-1990s.

A heading link to headings data to be found in the Household Budget Survey is
added to the consumption headings in the national accounts. If headings are
divided into several national account headings, they are given weightingsin
accordance with their distribution. In the case of asingle heading code, the
weighting = 1. Because product distribution in the Household Budget Survey is
considerably more detailed than in the national accounts, most instances
conform to the latter case.

By linkage in the above way, datato be found in the Household Budget Survey
are converted to (uncorrected) final consumption expenditure to comply with
national accounts nomenclature. Some corrections are needed to convert the
final consumption expenditure thus obtained into an estimate that corresponds
with the national accounts. Thefirst of these is due to the fact that people living
in various institutions are omitted from the Household Budget Survey’s base
population. The adjustment results in the so-called population-adjusted final
consumption expenditure.
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Next, corrections are made for differences arising from bias or random
ateration and potential differences in concepts and definitionsin the Household
Budget Survey. In order to estimate the extent of bias, comparisons are made
with other basic material on final consumption expenditure calculations. In
order to eliminate the effect of bias, a comparison with other basic materia is
necessary to discern and adjust any items deviating from the reality.

When the final consumption expenditure in Finland of non-resident househol ds
is added to the figures, an adjusted final consumption expenditure estimate is
reached, deriving from Household Budget Survey datain accordance with
national accounts concepts. The estimate obtained is compared to estimates
systematically derived from other sourcesin order to select afinal consumption
expenditure estimate approved as complying with the national accounts. When
calculating definitive figures, the final level of consumption expenditureis
determined by balancing supply and use tables.

1.7.3 Gross fixed capital formation

Supply data are obtained for the gross fixed capital formation of residential and
other buildings.

Supply of building congtruction is obtained by adding the cost to the devel oper,
the value added tax on construction and the real estate commissions (including
value added tax) to the value of new construction and renovation in the
construction sector at basic prices.

New construction data are based on building permits and the prices of
completed buildings. Statistics Finland obtains data from the database of
Population Register Centre. These data are used to calculate value and volume.
Data available includes market prices employed for completed buildings and
quality classification based on the detailed structure of various types of building
isrelied onin order to calculate the volume at current prices.

Permit and pricing data are very exhaustive and include self-managed
construction. All types of construction are classified so that value at basic
pricesis obtained also for self-managed construction (e.g. small houses,
summer cottages, agricultural buildings).

The value of renovation is based on the 2000 Basic Report. Other sources are
the volume index of renovation construction and data about household fina
consumption expenditure on renovation construction.

The data sources used for civil engineering construction are taxation payment
control material (at the 4-5 digit level), Statistics Finland employment,
level-of-earnings and price data, advance data from structural business statistics
and commercia account data at the central and local government levels.

Gross fixed capital formation of construction as well as other investment
demand items are cal culated by industries. Appropriate supply dataare
available for such calculations by industries. The majority of gross fixed capital
formation calculations are performed by industry using specia off-line data and
comparing different sources.

A key data source for investment demand by industry is the data base combined

with Structural Business Statistics, which includes direct survey material
concerning the tax administration, the Business Register and Structural
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Business Statistics. Separate establishment datais to be found in the Business
Register. Such combined material can be regarded as very exhaustive. The
incidence of the hidden economy is not as probable from the standpoint of
gross fixed capital formation as undisclosed turnover, for example.

In addition, there isavariety of different data sources by industry, such as
special industry off-line data. Separate calculations are also made about
vehicles on the basis of datain the V ehicle Administration Centre. Likewise,
centralised calculations are performed about computer software investments.
The transfer costs of intangible fixed assets and titles to land ownership, etc.,
are calculated centrally.

Investments of general government activities are also based on exhaustive data
sources. For central government, the data sources are consolidated accounting
data and the Financial Statement and Report and, for municipalities and joint
municipal authorities, financial statistics. The final level of gross fixed capital
formation is determined by balancing supply and use tables.

1.7.4 Estimating the hidden economy

The statistical base of the Finnish national accounts has broadened during the
last decade. There is more data about enterprises in Structural Business
Statistics than in the earlier business statistics and exhaustiveness has especially
improved by means of the fusing of the business tax data and the financial
statement survey of enterprises. This and the improvement of other basic
statistics, such as the reform of the business register (quality improvement since
1996) form a sound basis for the GDP figure. The report "The unofficia
economy and the Finnish national accounts' has given guidelines and direction
to the work of analysing exhaustiveness. Employment comparisons and tax
audit reports have a so been carried out.

The production approach is the most important calculation method in the
Finnish national accounts. Calculations are performed by industries. The key
source data are total data (Business Register, Structural Business Statistics) and
are exhaustivein relation to registered economic units. Although the primary
sources are aggregate sources, the difference between sources may stem from
random errors or other reasons. When calculating figures by industry, the
sources are compared with one another and with other potential basic data.

Besides the main sources it can happen that the following sources are

overlooked:

— random parts of the data on registered units (due to non-response or
impossible to estimate by usual methods)

— temporary (small) units and units left unregistered in order to avoid tax.

These groups are the subject of scrutiny when eval uating the scale of hidden
economy factorsin the national accounts. Below are described the methods and
kind of work employed in making estimates.

Use of tax audit data

Special tax audit reports have been in use since 1996. Due to the way tax audits
are carried out, it has not been easy to use results for the purpose of the national
accounts. Tax audits are generally performed on enterprises whose tax dealings
giverise to suspicion.
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This means that only a rough evaluation can be made on the basis of tax audits.
Tax audit data have been used in conjunction with other sources of data on the
hidden economy. Three kinds of income are involved in tax audits. undisclosed
wages and salaries, additions to income and so-called disguised dividend
digtributions. Finland’ s national accounts are mainly based on the production
approach. From that standpoint, the most critica of the three hidden economy
itemsisthat of hidden additions to wages and salaries, because it increases
aggregate income (and production). The other two undisclosed income items
are divisions of value added. Naturally, these two items are important in the
income approach.

Aswas remarked above, adrawback of tax auditsis that they are not performed
asaruleuntil tax fraud has been suspected. In only two of the instancesin
guestion (taxis, restaurants) were the selected audit cases representative on a
given area. Only in these two instances were the audits performed without prior
specific reasons. Based on these instances, no generalisations can be advanced
without more presumptions. In any event, for the two industries in question the
results have been used in the national accounts.

Results for other industries are not as clear and the inspection material only
offers an estimate of the upper limit of the hidden economy. The results of tax
audits have been utilised with other sourcesin order to throw light on the
hidden economy.

1.8 The transition from gross domestic product (GDP) to gross
national income (GNP)

The transition from gross domestic product to gross national income is made
when the compensation of employees paid from the rest of the world to
Finland, taxes on production and imports, interest payments, subsidies,
distributed income of corporations, reinvested earnings on direct foreign
investments, property income attributed to insurance policy holders and land
rent. Correspondingly, the same items paid from Finland to the rest of the world
should be deducted.

Economic activities between Finland and the rest of the world — except services
related to construction — converge with the balance of paymentsin the national
accounts.

1.8.1 Compensation of employees

Only net wages and salaries, and not employers social contributions, are
recorded in thisitem. Asfar as socia security contributions are concerned, the
availability of data and estimation methods are being investigated.

Wages and salaries received from abroad

Taxation debiting contains data on earnings obtained from the rest of the world
by "natural persons’ or households. This figure includes only the wages and
salaries of persons employed during a stay less than six months abroad because
tax is due on these earningsin Finland. The figure isincreased by 50 %, in
which caseit is estimated to include the wages and salaries of al with an
employment relationship of less than one year.
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Wages and salaries paid to the rest of the world

The figures are based on an estimation by an expert at Statistics Finland. The
valueis based on median salaries and on an estimate of the numbers of non-
residents who have worked in Finland.

1.8.2 Taxes on production and imports

Taxes on production and imports only occur on items paid from Finland to the
rest of the world. They comprise value-added-type taxes (D211) and taxes and
duties on imports excluding VAT (D212) paid since 1995 by Finland to the EU.
These items are to be found in final central government accounts, the National
Board of Customs and the Ministry of Agriculture and Forestry.

Payments made to the EU since 1995 based on value-added tax are recorded as
value-added tax.

Taxes and duties on imports include — in addition to regular import duties —
imports duties on agricultural products. Data on these are obtained from the
National Board of Customs. Storage and production fees on sugar are also
counted as import taxes. Data on these are obtained from the Ministry of
Agriculture and Forestry. Import taxes have been payable to the EU since 1995.

1.8.3 Subsidies

Subsidies only occur as items payable to Finland from the rest of the world.
They consist of subsidies on products (D31) and other subsidies on production
(D39) that have been payable from the EU to Finland since 1995. These
subsidies are paid to agricultural entrepreneurs, among others.

The main data sources for subsidies on products paid by the European Union
arethefinal central government accounts. While subsidies paid by the
European Union circulate in practice through the State in Finland, they are
treated in the national accounts as paid by the European Union. Only
government-financed subsidies are recorded as paid by Finland. Tota subsidies
paid by the European Union and central government areto be found in final
central government accounts, where the share financed by the EU is separated.

When atime adjustment is made to the Development Fund of Agriculture and
Forestry, the aggregate level of subsidies is obtained. The key subsidies are the
agri-environmental subsidy, the agri-horticultural subsidy and the harvest
catastrophe relief.

1.8.4 Interest

This section also describes the calculation of dividends.

The data sources of property income and expenditure, until 1998, consisted of
the foreign payments data maintained by the Bank of Finland and its direct
surveys of enterprises. In addition, the Bank's own accounting data regarding
foreign capital indemnities and expenditures were used. Beginning in 1999,
capital indemnities and expenditures are based on the latter two data sources.

The Bank of Finland's statistics department’s enterprise surveys are as follows:
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Surveys of direct investments;

Surveys of foreign receivables and liabilities by sector, including internal
foreign receivables and liabilities of enterprises and financial ingtitutions,
Surveys of securities directed to securities traders.

The above Bank of Finland surveys are conducted each month. The results of
the surveys are recorded on an accrual basis.

Enterprises receive interest income from abroad other than by direct
investments of assets made or loans granted to foreign subsidiaries or foreign
parent companies, or securities or other investments — loans, deposits or
commercial credits.

Interest income and payments due to investments of securities are investigated
through surveys of the foreign receivables and liabilities of enterprises
conducted monthly, quarterly and annually. These surveys apply likewise to
receivables and liabilities between foreign subsidiaries and parent companies.

1.8.5 Distributed income of corporations
Profits distributed by corporations are dividends.

Foreign dividends receivable or payable of enterprises are obtained on the basis
of annual surveys of direct investments and they are part of earnings on capital
assets. Foreign dividends receivable or payable on securities are to be found in
the above surveys applying to foreign receivables and liabilities.

1.8.6 Reinvested earnings on direct foreign investments

Reinvested earnings on direct foreign investments of capital assets are
requested in conjunction with direct investment surveys of enterprises annually.
These are done by the Bank of Finland's statistics department.

1.8.7 Property income attributed to insurance policy holders

Property income attributed to insurance policy holders (asincome) is
calculated, since 1998, on the basis of insurance surveys. Thisitem did not
occur previously in Finland.

1.8.8 Land rent

Separate statistics are not compiled for thisitem in Finland. Instead, it is
included in interest income. Thisitem is most likely negligible.

1.9 Transition from gross domestic product (GDP) to gross national
income (GNI) (ESA 79 definition)

When transferring from GDP in accordance with ESA 95 to gross national
income (GNI) in accordance with ESA 79, the differencesin accordance with
Commission Decision No 7/178/EC must be appraised and recorded. The
differences and how they are quantified are described in Chapter 9.
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Chapter 2 Revisions policy and timetable for
revising and finalising estimates

2.1 Revisions policy

2.1.1 Revisions policy for routine accounting

Severa versions of the national accounts are prepared for each statistical year.
The production timetable is given in Section 2.2. All dataavailable to date are
utilised so that the national accounts become progressively more exact.
Definitive figures are produced two years after the statistical year.

In the old system based on SNA 68, mgjor revisions were also performed on
figures at intervals of about five years. They coincided with the change of the
base year for fixed-price projections. The transfer to SNA 68 was made in 1979
(base year 1975). Mgjor revisions were performed subsequently in 1984 (base
year 1980), 1987 (base year 1985) and 1993 (base year 1990). During the major
revisions, the time series was adjusted retroactively with effect to 1975 and in
1984 with effect to 1960.

Three kind of adjustments were made to the time seriesin major revisions.
Firgt, the errors found were corrected. Secondly, so-called level adjustments
were made as aresult of benchmark being set at anew level for the new base
year. Thirdly, adjustments were made entailed by changesin classifications.

In the new system based on ESA 95, major revisions may be implemented
otherwise than before. Plans will become more specific when the ESA 95
renewal, including supply and use tables at constant prices, is made effective.

2.1.2 Implementation of ESA 95 reform

When Finland’ s national accounts were reformed to comply with ESA 95,
figuresin accordance with SNA 68 for 1975-1997 (the 1997 figures were
preliminary) formed the basis of the first stage of renewal. Changes of two
kinds were made to the figures. The revisions required by ESA 95 were made
to concepts, definitions and classifications and, as mentioned above, regular
every five years major revision was performed to utilise new data and correct
any errors observed. Moreover, specia attention was paid in the ESA 95
renewal to incorporating the hidden economy in accounts more exhaustively
than earlier. This reform with respect to the entire time series from 1975 was
completed at the end of 1999.

In addition to the above checks, the ESA 95 renewal entailed the compilation of
an entirely new time series (for example, computer software investments). The
base year for the fixed-price time series was changed to 1995.

The figuresin accordance with SNA 68 for 1995-1997 were checked in detail
during the renewal. The figures for 1990-1994 were also checked for the most
part in detail. In afew instances, new figuresin accordance with ESA 95 were
obtained by chaining the 1995 level change retroactively to 1990-1994. Figures
for 1975-1989 in accordance with ESA 95 were obtained by chaining the level
change for 1990 retroactively to 1975-1989. In some instances, a gradual fading
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out of the differences was also used as an aternative to chaining. In such cases,
the existing standard for a given year (e.g. 1975, 1980 or 1985) was retained
and any discrepancy between the old and new figures for 1990 (or 1995) was
retroactively faded out in linear fashion.

The second phase of the reform was completed at the start of 2003. The system
for compiling the national accounts was reformed so as to be based on supply
and use tables. Final figures at current prices are based on product specific
supply and use tables with effect from statistical year 1995. Preliminary figures
and figures at constant prices are still being calculated in the traditional way but
they are adjusted to conform with supply and use tables at current prices for
1995 — 2000. In conjunction with the reform, 2000 was established as the new
base year and a number of other changes were made.

In order that no break in the time series would occur between 1994 and 1995,
the time series was made retroactive to 1975 in May 2003. The series was
chained for the most part, but authentic figures were also calculated in part,
and the level difference in 1995 was faded out retroactively in linear fashion.

Various options for calculations at constant prices will be investigated in the
third phase of the reform, especially. At that stage, calculations at constant

prices based on supply and use tables will be studied as well as changing the
base year annually. It isintended to complete the reform by the end of 2005.

2.2 Timetable for revising and finalising the accounts

Thefirst preliminary version for Year t will be ready at the end of February in
Year t+1. Thisfirst version is less comprehensive than the other versions of
national accounts. The contents of the first version will correspond to the
quarterly national accounts, but will also contain preliminary data of sector
accounts for all sectors.

Up to and including 2000, an interim version of Y ear t+1 was prepared at the
end of March. At that point, the previous year’ s fourth quarter national
economy accounts were produced and annual accounting data were balanced to
tally with the total for the four quarters. This interim version has been shelved
since theyear 2001 and the publication of data applying to the fourth quarter
was rescheduled until the end of February.

Quarterly accounting applying to other quarters has been turned out since 2002
in lessthan 70 days after the end of the quarter.

The second version of the annua accounts will be produced in the first half of
July in Year t+1. At that time, the national accountsfor Year t will be compiled
in their entirety for the first time.

Thethird version was ready in the first half of December in Y ear t+1, the fourth
version in July of Year t+2 and the fifth (definitive) version in December of
Year t+2.

Example of production times for different versions of the national accounts of
the year 2000:

Version Month
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1 February 2001
2 July 2001

3 December 2001
4 July 2002

5 December 2002

Dueto thereform, final figuresfor 2000 — the fifth version — appeared in April
of 2003 (and not in December 2002). Changes in compilation timetables are
under consideration. In future, it isintended to have fina figures ready two
years after the end of the statistical year.

When the different versions of the national accounts are prepared, all available
dataare utilised. Only some data are altered at each version, for example all
accounts for production and generation of income are initially produced in July
of Year t+1 (Version 2). After this, one or other of the production and
generation-of-income accounts of a particular industry may be revised in July
of Year t+2, when the fina information becomes available. In the case of the
sameindustry, Versions 2 and 3 are identical with each other, as are Versions 4
and 5.

Two main factors influence the timetabl e for compiling the national accounts:
user need and the production of source statistics.

The principa user of the national accounts in Finland isthe Ministry of
Finance. It compiles economic surveysin February and August each year
which supply the key background information needed to formul ate the budget.
The Ministry of Finance needs the most recent facts available on the
development of the economy in order to compile surveys. The Bank of Finland
and various economic research institutes al so use the latest data on the national
accounts as the basis for economic forecasts.

The most important source statistics have been produced at different stages
over the years. Asageneral trend, statistics are now being produced with
greater speed. What follows is a description of the production of key source
statistics as applying to statistics for 1998 and 1999.

The previous year's definitive price indices and labour force statistics are
available during preparation of the first version (in February of Year t+1). In
addition, there are preliminary statistics available for index of wage and salary
earnings, production statistics for various agricultural products, felling statistics
for commercial timber and timber price statistics, the volume index of
manufacturing, the volume index of housing starts, trade sales statistics,
financial statement estimates for local authorities and local government

regional authorities (since 1999), foreign trade statistics and the balance of
payments. In the case of some source statistics, available data apply to only part
of the year, for example 9, 10 or 11 months. Such statistics are, for example,
central government accounting records and payment control data relating to
value-added tax payments and employers' contributions.

When preparing the second version (in June-July of Y ear t+1), final figures
become available, such as agricultural production statistics, felling statistics for
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commercial timber and timber price statistics, the volume index of housing
starts, trade sales statistics, the Financial Statement and Report, foreign trade
statistics, and payment control data related to value-added tax payments and
employers contributions. Among new data available are housing rent statistics.
Preliminary Structural Business Statistics in manufacturing and certain other
industries and banking and local government financial statistics are also
available.

When preparing the third version (in November-December of Year T+1), the
new data includes taxation data and insurance company statistics. Final
statistics that become avail able are the index of wage and salary earnings,
banking statistics and financial statistics of local authorities and local
government regional authorities.

When the fourth version (in May-July of Y ear T+2) isbeing prepared, among
the fresh data available are the Business Register (Y TR), Structural Business
Statistics for industries, manufactured products statistics, Household Budget
Survey (every third year), accident insurance premium data, statistics on
company employee pension contributions, the agricultural enterprise and
income statistics and the balance of payments.

When preparing the fifth version (in November-December of Year T+2), no
new data or materials are available unless the publication of some source
statistics has been unexpectedly delayed. At this stage, product specific supply
and use tables are compiled, which constitute the final national accounts.

Changes to timetables and checking procedures may occur when compilation of
the final figures based on supply and use tablesis settled.
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Chapter 3. The production approach

3.0 GDP by the production approach

The accompanying table shows the level of the gross domestic product (GDP)
in Finland and distribution by industry in 2000 .

The proportion of agriculture to overall production in Finland has clearly
declined. Fishing and mining and quarrying have always been scanty. Instead,
forestry and its associated timber and paper industries have traditionally been
the "backbone" of Finland’s economy. The metal industry in Finland isaso
widespread. There has been a marked increase in el ectro-technical production
in the 1990s. Other current key industriesin Finland are foodstuffs and
chemicals. There has been a strong cyclica fluctuation in the construction
sector. The distribution sectors of trade and transportation represent a
considerable part of production. Education, health care and social services are
amost entirely in the hands of general government.

Table 3: GDP level and distribution by industry in 2000

€ million %
Gross added value at basic prices, € million
A, B Agriculture, forestry, hunting 4193 3,7
010, 014 Agriculture and related services 1675 15
02 Forestry and related services 2456 2,2
015 Hunting, trapping and game propagation 62 0,1
B Fishing 83 0.1
C, D, E All industry 32401  28.6
C Mining and quarrying 266 0.2
D Manufacturing 30143  26.6
DA Manufacture of food products, beverages and tobacco 1779 1.6
DB, DC Manufacture of textiles, textile products, leather and leather 554 0.5
products
DD Manufacture of wood and wood products 1352 1.2
DE Manufacture of pulp, paper & paper products, publishing and printing 703 62
21 Manufacture of pulp, paper & paper products 5390 48
22 Publishing and printing 1645 1.5
DF Manufacture of refined petroleum products, coke and nuclear fuel 397 04
DG Manufacture of chemicals and chemical products 1541 1.4
DH Manufacture of rubber and plastic products 983 0.9
DI Manufacture of other non-metallic mineral products 925 08
DJ Manufacture of basic metals and fabricated metal products 3128 2.8
27 Manufacture of basic metals 1307 1.2
28 Manufacture of fabricated metal products 1816 1.6
DK Manufacture of machinery and equipment n.e.c. 3192 28
DL Manufacture of electrical and optical equipment 7708 6.8
DM Manufacture of transport equipment 874 08
DN Manufacturing n.e.c. and recycling 680 0.6
E Electricity, gas and water supply 1992 1.8
F Construction 6632 5.9
4501, 4509 Building construction and construction services activities 5230 4.6
4502 Civil engineering 1402 1.2
G Trade; repair of motor vehicles and domestic appliances 11425 101
50 Sale, repair and maintenance of motor vehicles; service stations 1692 15
51 Wholesale trade and commission trade 6239 5.5
52 Retail trade; repair of household goods 3494 31
H Hotels and restaurants 1607 1.4
| Transport, storage and communications 12 096 10.7
IA Transport and storage 8373 74

41/371



ESTAT-2003-10412-01-00-EN-TRA-00 (FI)

60 Land transport 4234 37
61 Water transport 746 0.7
62 Air transport 677 0.6
63 Supporting and auxiliary transport activities 2716 24

641 Postal and courier activities 984 0.9
642 Telecommunications 2739 24
J Financial intermediation and insurance 4472 4.0
65 Financial intermediation 3506 3.1

66 Insurance 517 0.5
67 Activities auxiliary to financial intermediation and insurance 449 0.4
K Real estate and business services 19242 17.0
KA Real estate activities 11934 105
7021 Ownership and letting of dwellings 9689 86

701, 7022, 703 Other real estate activities 2245 2.0
KB Business activities 7 308 6.5
72 Data processing activities 1820 1.6
L Administration, compulsory social security 5562 49
M Education 5505 4.9

N Health and social work 9015 8.0
851, 852 Human health and veterinary activities 5320 47
853 Social work activities 3695 33
O Other community, social and personal services 3976 35
P Domestic services 143 0.1

991 Financial mediat. services indirectly measured (discretion. FISIM) -3167  -2.8

Total (sum of all industries)
113185  100.0

Of which primary production (A + B) 4276 3.8
Secondary production (C +D + E + F) 39033 345
General government services (I + K+ L+ M+ N + O) 20018 177
Private services (G+H+1+J+K+M+N+ O+ P +991) 49858 4441

3.1. Reference framework

When preparing Finland’ s national accounts, the production approach is
primary in calculating GDP. Aswill become clear from Chapter 6, alowanceis
also made for the expenditure approach when balancing the accounts.

The gross value added at basic prices equals the total of gross value added by
industry. Gross value added at market prices or GDP is obtained from gross
value added at basic prices by adding taxes on products and deducting subsidies
on products. The definitive levels are based on supply and use tables.

Statistical unit

In the production approach in Finland' s national accounts, the statistical units
are the product, the establishment, the producer, and theinstitutional unit. An
establishment is a production unit belonging to an individual enterprise, or
similar unit, situated in one place and mainly producing similar goods or
services. The establishment is equivalent to the local kind-of-activity unit
(KAU), asdefined in ESA 95.

Classifications

Classification of products

The basisfor the definitive figures is the classification of products, in which
there are 952 products. It is based on a Classification of Products by Activity
(CPA). The classification of productsis explained in Chapter 6 and the
classification as such is givenin Appendix 1.
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Classification of industries

The number of industries at the most detailed (see 10.1) accounting level in the
national accountsis 184 —including financial intermediation services
indirectly measured (FISIM). Thetotd isroughly 100 at the preliminary
accounting level.

Production and generation-of-income accounts are compiled by industry.

Classification by producer type

In addition to classification by industry, a classification by producer type based
on the establishment is used. Producers fall into three main categories. market
producers, other non-market producers and producers for own final use.

Classification by sector

Besides the classifications by product, industry and producer type, thereis
another classification in the nationa accounts based on institutional sector. This
is used to draw up not just the production and generation-of-income accounts
but the distribution and use-of-income accounts, and the capital and financial
accounts among the accumulation accounts.

Classifications by sector as used in Finland are shown in Section 10.1.

Production accounts and generation-of-income accounts at current prices are
prepared under three classifications according to industry, producer type and
ingtitutional sector.

While production and generation of income accountsin industry accounts are
presented jointly for enterprises and households, their sector accounts are
compiled separately. Producer types are not identified at the publication level.

Gross value added is obtained as the difference between the output and
intermediate consumption of market producers and own-account producers.
The gross added value of other non-market producers equals the total of
compensation of employees and consumption of fixed capital. This means that
output is obtained by adding intermediate consumption to gross value added.

Main data sources

The main data sources of the production approach as far as enterprises are
concerned are Structural Business Statistics and the Business Register, which
serve to calculate the various industries. Also used are the many information
sources proper to each industry. The main data sources of general government
are consolidated accounting data and the Financial Statement and Report of the
State and the financial statistics of municipalities and joint municipal
authorities.

3.2. Valuation

Finland’s national accounts have been prepared in euros since the summer
2002. The unit is one million euros but the accuracy level of unitsin source
material has generally been one euro or one thousand euros. Data calculated in
marks (FIM) were used for earlier yearsin this description of the method. One
euro equals FIM 5.94573.
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Economic activities are valued mainly in terms of market price, i.e. according
to the value by which flows and stocks are actually exchanged or could be
exchanged for cash. If market prices are not immediately available, then the
market prices for the corresponding goods, services or assets are used. For
example, output of owner-occupied dwellingsis valued in accordance with the
rent levels of equivalent rental dwellings. When prices for the corresponding
products are not available, namely for general government non-market services
produced, they are valued in terms of what it costs to produce them.

Product use is valued at purchasers prices. Intermediate consumption includes
transport costs, trading margins and taxes on products (including value-added
tax, insofar asit is non-deductible). Output is valued at basic prices, i.e. it
includes subsidies on products but not taxes on products, transport costs or
trading margins.

Economic activities are recorded mainly on the accrual principle. Where an
exception occurs, it is stated separately.

The most part of the national accounts are compiled also at constant prices, the
base year is at the moment 2000. This inventory treats the accounts as being at

current prices, not constant prices. Calculations at constant prices are referred
to only if needed for calculations at current prices.

3.3 Transition from commercial accounts and administrative
concepts to national accounting concepts

The approximate equivalence of concepts in the national accounts and in the
profit and loss statement of enterprisesisillustrated in the following table:

National accounts Profit and loss account
GROSS SALES
- Indirect taxes

OUTPUT at basic prices = TURNOVER (incl. change of inventory, production
for own use and other return on business activities,

but excluding capital gains on sales of fixed assets)

- Intermediate consumption at - Materials and services and other business

purchasers’ prices expenses

= GROSS VALUE ADDED at

basic prices (GDP)

- Wages and salaries - Wages and salaries

- Employers’ social contributions - Additional staff costs (excluding direct pensions
and items belonging to intermediate consumption)

= GROSS OPERATING (= OPERATING MARGIN)
SURPLUS
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- Consumption of fixed capital - Depreciation and value adjustments
= OPERATING SURPLUS = OPERATING PROFIT/LOSS

+ Property income and current  + Financing income (interest, dividends, etc.)
transfers receivable

- Property expenditure and - Financing expenses, direct taxes and dividends
current transfers payable paid
= DISPOSABLE INCOME = PROFIT/LOSS FOR ACCOUNTING PERIOD

(before extraordinary items and appropriations but
reduced by dividends paid and direct taxes)

The above chart shows only the rough equivalence of concepts.

The main data source for ng the output and/or intermediate consumption
of market producer industriesis the Structural Business Statistics of the
industry concerned. The Business Register, the businessincome tax register
(EVR) and direct survey data are combined in Structural Business Statigtics.
These statistics are based on the concepts of businesses’ profit-and-loss
accounts.

When calculating output, changes in stocks of finished goods, own-account
production and other operating income are added to turnover in accordance
with Structural Business Statistics. In other operating income, capital gains on
sales of fixed assets are separated from other returns of amore permanent kind,
such as rental income. Capital gains on sales of fixed assets are not counted as
output.

Included in intermediate consumption are the following items from Structural
Business Statistics. purchases during the financial year (excluding inventory
purchases), purchases of services from other parties, operational leasing, other
rents and miscellaneous fixed and variable expenses. Staff training and
recreational expenditure potentially included in non-wage labour costs are
transferred to intermediate consumption by comparing different data sources.

The use of other main data sourcesis explained separately in each case, e.g. by
using the financial statistics of local authorities and associations of local
authorities in conjunction with the accounts of loca authority corporations.

Finland's source materials are widely based on aggregate data which are
gathered in accordance with accounting data. Business accounting records also
serve asthe basis of special reports made. The Finnish Accounting Standards
Board has issued guidelines about interpreting the law and has determined the
maximum value of durable goods to be recorded as intermediate consumption.
Thisvalue hasincreased over time but is not the same as ESA-based ECU
values. Where a maximum cash amount in euros is involved, the average values
implemented can only be estimated.

of direct and indirect estimation methods

Calculation of output and intermediate consumption is chiefly based on direct
estimation methods, i.e. Structural Business Statistics, the business register,
final central government accounts, local authority financial statistics, banking
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statistics, insurance corporation statistics and other aggregate statistics. An
indirect estimation method would be a price times amount method, for

example. The attached table shows the primary estimation method or data
source used for the various industries.

Table 4. Method or information source primarily used to
calculate the output and intermediate consumption of various

industries.

Industry/Sector:

Output:

Intermediate
consumption

A 01 Agriculture, etc.

Price x amount from various
sources

Price x amount from
various sources

A 02 Forestry Price x amount from various | Structural business
sources, Business register | statistics ,Price x amount
and structural business from various sources
statistics

B Fishing Structural business Structural business
statistics, Price x amount statistics
from various sources

CDE Manufacturing Structural business Structural business

statistics

statistics

F 4501 Building construction

Price x amount from various
sources

Structural business
statistics

F 4502 Civil engineering

Structural business
statistics, Financial
Statement and Report, local
authority financial statistics

Structural business
statistics, Financial
Statement and Report,
local authority financial
statistics

F 4509 Construction services

Business register

Structural business
statistics

G Wholesale and retail trade

Business register and
structural business statistics

Structural business
statistics

H Hotels and restaurants

Business register and
structural business statistics

Structural business
statistics

| Transport, storage and
communication services

Business register and
structural business statistics

Structural business
statistics

J 65 Financial intermediation

Banking statistics

Banking statistics

J 66 Insurance

Insurance company
statistics

Insurance company
statistics

J 67 Activities auxiliary to
financial intermediation and

Sample of profit and loss
statements of enterprises

Sample of profit and loss
statements of enterprises
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insurance

K 701 Real estate activities with
own property

Output of Industry 4501 and
business register

Structural business
statistics

K 7021 Ownership and letting of
dwellings

Price x amount from various
sources

Price x amount from
various sources

K 7022 Real estate leasing and
management

Business register and
structural business statistics

Structural business
statistics

K 7031 Real estate agencies

Business register and
structural business statistics

Structural business
statistics

K 7032 Management of real
estate on a fee or contract basis

Business register and price
x amount from each source

Structural business
statistics

KB Business services

Business register

Structural business
statistics

M Education

Business register, local
authority and local
government regional
authority financial statistics

Structural business
statistics, local authority
and local government
regional authority financial
statistics

N Health and social work

Business register and
structural business statistics

Structural business
statistics

O Other social and personal
services

Business register and
structural business statistics

Structural business
statistics

General government:

Compensation of
employees:

Intermediate
consumption:

Central government finances

Financial Statement and
Report

Financial Statement and
Report

Local government finances

Local authority and local
government regional
authority financial statistics

Local authority and local
government regional
authority financial
statistics

Social security funds

Insurance corporation
statistics and annual

Insurance corporation
statistics and financial

accounts statements
Non-profit institutions Business register Sample of financial
statements
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of benchmarks and extrapolations

The compilation of Finland' s national accounts relies mainly on source
statistics drawn up each year. Benchmarks and extrapolation are used to
calculate output in the following cases:

In the fishing industry (B), the quantities of catches by spare-time anglers are
based on surveys conducted every two years. The volumes for the previous year
are used for intermediate years. The value of spare-time angling in Finland fell
sharply in the 1990s and stands at about 50 million euros annually.

The actua and imputed rents for holiday homes are based on actual housing
costs ca culated using Household Budget Survey data. The most recent
Household Budget Surveys were conducted for the years 1990, 1994-1996, and
2001.

approaches taken with respect to exhaustiveness

In Finland' s national accounts, the key compilation method is the production
approach. Ensuring exhaustiveness is based on checking industry levels and
checking equilibrium by product in the supply and use tables.

In practice, the key method to ensure exhaustiveness is to compare information
from avariety of sources. Extensive basic material relevant to production
includes the business register, which covers all business enterprises,
associations and self-employed persons, but not farm holdings. Structural
business statistics for businesses are another exhaustive source used to calculate
the domestic product. The business statistics database combines all data on
enterprises derived from statistical surveys, the Business Register and the
business income tax register.

In practice, these sources are supplemented by the recourse to other statistical
sources in relation to particular industries. Separate information is to be found
in employment and income levels by means of which comparisons are made by
checking changes in income levels, productivity and median income levels.

Although basic data sources are of a high quality, the potentia remains for
random errors or classification errors. Depending on the data sources and type
of report, ahidden economy element is factored into particular products.
Special reports and tax auditing data are used to assess the impact of the hidden
economy. Adjustments must be made to figures for construction, trade,
transport and communications, and hotels and restaurant services.

3.7. Agriculture, hunting and forestry (A)

3.7.1. Agriculture, hunting and related service activities (01)

The agriculture industry consists of the chief category A Agriculture, hunting
and forestry the three-digit classes 011 Growing of crops, market gardening,
horticulture, 012 Farming of animals, 013 Growing of crops combined with
farming of animals, 014 Agricultural and animal husbandry service activities,
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except veterinary activities, and 015 Hunting, trapping and game propagation,
including related service activities.

3.7.1.1. Main data sources

Data applying to production volumes are gathered from enterprises which
receive agricultural products for processing (dairies, daughterhouses), or
trading purposes, and from local agricultural industry units, or holdings.
Harvest figures for growing crops, market gardening and horticulture and
information on egg production and on output for own fina consumption are
gathered from individual producer units. In addition, output figures of small
units producing solely for own final consumption are gathered from individual
producers (by means of Household Budget Surveys).

Most of the accounting data on prices and production volumes applying to
output is gathered by the authority mainly responsible for compiling statistics
on agriculture, i.e. the Ministry of Agriculture and Forestry Information Centre
(TIKE). The data supplied by TIKE are also used to identify CAP subsidies on
products. The data sources are based partly on overal statistics and partly on
sampling. Some national research institutions, besides research activities, issue
statistical data used for accounting calculations in agriculture. Among them are
the State Institute of Agricultural Chemistry (VML) for the use (manufacture)
of animal feed, the State Research Institute of Engineering in Agriculture and
Forestry (VMTT), which compiles agricultural machinery and equipment sales
statistics, the Agricultural Economics Research Institute (MTT), the Farm
Accountancy Data Network (FADN) and Kasvistieto, which collects price data
on seasonally grown products.

Intermediate consumption figures relating solely to agricultural production
input are obtained from producers. An example of such input isfeed mixes. For
data sources on other goods and services used in agricultural production,
recourse is had to the agricultural enterprise and income statistics and the
annua accounting statistics of enterprises, both of which are prepared by
Statistics Finland.

Agricultural enterprise and income statistics are based on simply stratified
random sampling and prepared on the basis of the income tax returns and
ancillary statistics forms of agricultural self-employed persons. The basic
framework group comprises roughly 90 000 farm holdings from which a
sample of about 10 500 is selected. The key sorting criterion used is the total
area of arable land cultivated on the holding and the holding’s main line of
activity. A quotais set for the sample in accordance with Neyman’'s quota
system. The quota variable is the profit of the holding from agriculture. The
mean proportional error for the sum total of variables in most surveys used for
national accounting purposesis only approximately one per cent.

Some agricultura activities —the management of fur animals, reindeer and bees
— are considered as separate accounting entities whose source data are gathered
by the industry’s organisations. Statistical data related to the picking of wild
berries and mushrooms are gathered by Food Facts Oy. Thisisa private
ingtitution engaged in market research. For agricultural services, accounting
relies on animal husbandry statistics drawn up by TIKE. It relies, for artificial
insemination, on data compiled by the central union of associations that provide
A.l. and relies, for the guidance it offers on agriculture, on economic data
gathered by the industry’s central union.
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Because accounting cal culations applied to agriculture are compiled on the
basis of products and product group data, sources other than those mentioned
are also used. They are shown in conjunction with the description of various
accounting methods.

Statistics Finland

. Labour Force Survey
. Service database of structural business statistics
. Business Register

Finnish Game and Fisheries Research Ingtitute (RKTL)

. Agriculture, Forestry and Fisheries; Wild Game Catches
Central Organisation of Hunters (MKJ)

. Profit and loss statement and balance sheets

. Consolidated profit and loss statement and balance sheets of

game management areas and game management associ ations

3.7.1.2. Output

The output value of agricultureis calculated by product or product group.
Generally, output value is calculated by the formula Value = Amount x Price.
The output is evaluated at basic prices. In this case, the subsidies on products
areincluded in its value and product taxes are deducted from the value of
production. When a commaodity’ s production is subsidised, the subsidies paid
on the product are added to the product’ s value. The price for accounting
purposes can a so include the subsidy paid on the product.

Hunting as awhole includes the value of wild game catches and the activities
of organisations promoting game husbandry. Wild game catches are classified
as final own-account output of non-market producers in the household sector,
of which the value of the edible game sold is classified as market outpui.

The activities of organisations promoting game husbandry are classified under
market producers and the output as a whole under market output. Promoting
organisations have not been assigned any sector classification; instead, recourse
is had to a combined households and enterprises category.

Animal husbandry

Animal production

Animal output is calculated on the basis of daughterhouse statistics, which in
turn are based on surveys submitted monthly by all slaughterhouses. Statistics
indicate meat production and meat producer prices by animal species. The
producer price aso includes extra payments paid by slaughterhouses to
suppliersretroactively after the financial statement. Output from slaughtering at
the holding, namely for final consumption by the producer, isto be found in
sample surveys conducted by TIKE in June and December. Because retroactive
payments are not included in producer prices for slaughtering at the holding,
output value in these circumstances is lower than that obtainable through
invoiced delivery. Saughterhouse statistics cover over 99 % of daughtering.
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The output is valued at basic prices after adding product subsidies specific to
each animal species as given in the common agricultural policy and domestic
subsidies.

The statutorily constituted Association of Reindeer Herding Co-operatives (PY)
maintains statistics of the number of reindeer in co-operatives and the economy
for each reindeer herding year. The Association of Reindeer Herding Co-
operatives also keeps statistics on the counted reindeer left alive, the number
slaughtered, venison production and the producer price.

Gross fixed capital formation of animals for own use is also counted as output.
Itisonly calculated for bovine animals and swine. Sheep are not considered in
Finland for wool production purposes. Instead, wool is considered a by-product
of rearing sheep. Horses are considered to be principally for trotting and
eguestrian events, so that only the main category O "Other socia and personal
services' inindustries 926 and 927 count as gross fixed capital formation from
horses.

Gross fixed capital formation from own end use of animals as output is shown
in the section describing gross fixed capital formation.

Changesin the number of livestock during the statistical year that are not
classified as capital livestock are treated as changes in inventories. Data about
the number of livestock are gathered by TIKE from sample surveysin
December. The change in the bovine population is valued for the calendar year
at median prices available from livestock breeding associations.

The export value of animalsisto be found in foreign trade statistics. Thisitem
does not include the export of trotting horses.

The statistics on animal production can be considered exhaustive and reliable.

Table5: Animal production 1998

Slaughtered  Producer  Output for Exportoflive ~ Changesin  Product Output value

weight price own end use animals inventories  subsidies

Species Tonnes  FIM/tonne Value Value Value Value FIM

1000
Bovine animals 93 758 13393 179.0 02 -48.7 464.8 1851.0
Swine 184 520 7523 82.9 0.6 56.4 300.1 1828.2
Sheep 1180 9831 0.0 02 2.9 176 26.5
Poultry 66 100 6828 0.0 2.0 1.2 65.0 519.5
Horses 480 6 875 0.0 0.0 8.4 0.0 11.7
Reindeer 2080 26 680 0.0 0.0 -1.8 0.0 53.7
Animals, total 348118 9093 261.9 3.0 126 8475 4290.6

Animal products

Milk

Dairy statistics compiled by TIKE are used principally as a data source for milk
production. Milk delivered to dairies comprises 96 % of all milk production.

51/371



ESTAT-2003-10412-01-00-EN-TRA-00 (FI)

Data on dairy statistics are gathered by means of surveys conducted in al
dairies each month. The statistics show inter alia the number of milk sources,
deliveries of milk, the producer price, product subsidy, milk consistency, use of
raw materials and manufacture of milk products.

Production data for milk that is sold for the producers’ own consumption and
from holdings for direct consumption are obtained from TIKE based on sample
surveys conducted in June and December. The pricing information used is that
given in the dairy statistics.

Changesin the consistency of milk are treated as changesin volume. In
practical terms, this means that compensation or deductions for variations
greater than 4.3 % in fat content and 3.3 % in protein concentration are carried
over to output volumes.

The statistics on milk production can be considered exhaustive and reliable.

Eggs and wool

Production data for eggs are based on sample surveys conducted by TIKE.
Surveysin June and December request information on the number of eggs and
the chicken count for the week before. The annual growth in egg output is
calculated based on the surveys. Data applying to producer prices are also
based on TIKE's dtatistics.

The production of eggs for the producer’ s own consumption is assessed on the
basis of Statistics Finland Household Budget Surveys.

Production data for wool are based on sample surveys conducted by TIKE in
June and December.

Fur pelts and reindeer hides

Production figures and unit prices for fur pelts are based on statistics compiled
by the Finnish Fur Breeders Association (STKL), whichisthe industry
organisation.

Reindeer hides are aso included in the output. Data on the amount and price of
hides are obtained from the Association of Reindeer Herding Co-operatives
(PY).

Beekeeping

Honey production data are based on statistics provided by the Finnish
Beekeepers Federation (SML), the organisation for the industry. To calculate
the overall honey harvest, estimates are made of mean honey production and
the hive count for each area based on observations of hives cultivated and
harvest surveysin writing. The estimate is subject to arisk factor as no accurate
information exists on the number or annual increase of hives.
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Table 6 : Animal products 1998

Product Output Producer Product Quality ~ Output value
(tonnes) price subsidies  premium  in FIM mill.

Creamery milk (1 000 ) 2293743 1988.2* 13217 137.9 6 020.0
Raw milk to direct final consumption (1 000 I) 28.0 1 864.1 1.5 537
Milk, total 2321743 13232 137.9 6073.7
Eggs

For consumption 63.9 3840 2454
For domestic use 1.2 3840 4.6
Total 65.1 3840 250.0
Fur pelts (Pelt) 4191 000 158.53 664.4
Reindeer hides (Hide) 87100 43 37
Honey (incl. domestic use) 850 22220 18.9
Wool 0.12 5000 0.6
Total " 13232 137.9 70113

* . .
Includes retroactive extra payments paid by
dairies after financial statement

Growing of crops

Cereals

The quantity of cereal output is reflected in the harvest saved. The cultivated
areas giving harvest figures are based on TIKE' sintegrated administration and
control system (IACS) while harvest data per hectare are based on TIKE
sample surveys. Wastage after harvest and reseeding supplies for producers are
deducted from the output. Harvest calculations are prepared by TIKE.

Cereal use consists of: 1) deliveries outside the industry, 2) deliveries from one
holding to ancther, 3) producer use of cerea asanimal feed, 4) cereal as afood
source for holdings, and 5) changesin inventories.

Cereal deliveries outside the industry are shown in purchase statistics of cereals
that are used in manufacturing. They reflect the total volume of cereal for
domestic and foreign grain purchases. The statistics take account of the
purchases by end users of cereals (i.e. mills, malthouses, seed companies, feed
factories and other companies) from farmers, cered s clearing companies, the
intervention store, other companies, and purchases from abroad. Cereals
clearing companies are classified as conveyors of cerealsfrom farmersto
industry (and are not end users). Cereal deliveries outside the industry =
domestic cereal purchases for use in manufacturing + export + intervention
store purchases — imports.

TIKE prepares statistics on cereal purchases by domestic manufacturers based
on surveys sent to companies each month. Import and export statistics for
cereals are based on National Board of Customs' foreign trade statistics and on
statistics for intervention purchases by the Ministry of Agriculture and
Forestry’ sintervention unit. All statistics data described above are published
monthly in the Grain Bulletin.

Sample surveys by TIKE collect data on deliveries of grain between holdings
and on the use of cereals produced by holdings for animal feed and domestic
purposes.

The opening stock for statistical year t isthe cereal from the previous year
being traded by the end of July of year t and the closing stock is that harvested
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in calendar year t and traded by the end of July of year t+1. The changein
inventoriesis the difference between closing and opening stock. It is presumed
that inventories in holdings are empty at the close of each harvest year i.e. the
end of July. In addition, inventories are presumed to be only for the delivery of
cereal outside the industry.

Since use and resource data are not (as arule) in equilibrium, they must be
adjusted.

The same producer price, the average for the calendar year, is used for al five
itemsin use. Average monthly prices are calculated from weekly pricesto be
found in the market price monitoring system and weighted as averages. The
prices are requested each week from 30 companies and 45 outlets. The average
pricesfor the calendar year are calculated from monthly data. Producer price
dataare compiled by TIKE.

Output isvalued at basic prices by allocating subsidies on productsto all items
in use, distributing subsidies first between inventory and non-inventory parts of
output and then between other items based on the volumes used. Subsidies
include those in the common agricultural policy and domestic subsidies on
products. The latter only apply to deliveries outside the industry. The common
agricultural policy subsidies are available through the integrated management
and control system and other subsidies through the Ministry of Agriculture and
Forestry’ sincome subsidy unit.

Because harvested amounts are only calculated on the basis of the cultivated

areas of farms applying for subsidies, the actual amount harvested may be
greater than given in the statistics but the variation is probably marginal.

Table 7 : Cereal plant output 1998 (in tonnes)

Type Harvest ~ Wastage,  Sales by the Sales Use Con-  Changesin  Output
own use of industry between offeed sumption inventories
seed holdings
Wheat 396 900 35166 358 623 16300 21500 700 -35 389 361 734
Rye 49 300 4900 28710 500 1700 1000 12490 44 400
Barley 1316 200 53900 931178 190700 399 343 2800 -261721 1262300
Oats 975 100 73000 454594 141700 374863 3000 -72 057 902 100
Total 2737500 166 966 1773105 349200 797 406 7500  -356677 2570534

Table 8 : Cereal plant output at 1998 basic prices

Type Output Producer price Subsidy on Output FIM 1 000
FIM/tonne product
Wheat 361734 851 148.0 455.9
Rye 44 400 872 38.4 77.0
Barley 1262 300 730 546.7 1468.2
Oats 902 100 664 3447 943.8
Total 2570534 726 1077.8 29449
Sugar beet

Volumes and prices for sugar beet are produced by the Sugar Beet Research
Centre. The data can be considered reliable. Quality premiums for sugar
concentrations are converted into amounts as follows: sugar beet production in
1998 came to 892 000 tonnes and quality premiums amounted to FIM 3.6
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million. When quaity premiums are factored into the output value, without
changing the producer price, the amount of output amounts to 904 000 tonnes.

Oleaginous plants

Prices and amounts for oleaginous plants, turnip rape and rapeseed are gathered
by TIKE. The output amounts are cal culated using the same data sources as for
cereal plant output. These data sources can be considered reliable.

Protein plants

The prices and amounts are gathered by TIKE. The output amount is calculated
using the same data sources as for cereal plant output. These data sources can
be considered reliable.

Potatoes

Harvest figures prepared by TIKE, using the same methods and data sources as
for ceredls, are the starting point for calculating potato output. Data on the
amount of potatoes for manufacturing (starch, other) are gathered by the
industry’ sunions. Price related data are gathered by the Agricultural
Economics Research Institute.

Data on seed production amounts are based on harvest use statistics. Again,
prices are from TIKE.

Output for own-account use by producers is estimated based on Household
Budget Surveys prepared by Statistics Finland.

Market garden plants and products growing wild

Data applying to market garden plant output — berries, fruit and vegetables —
areto befound in TIKE's market garden business register, which was
established in 1984. It contains all enterprises producing market garden plants
for sale on aregular basis, roughly 10 000 in number. Data for the market
garden register are requested annually using a postal survey at the end of the
year.

Output for own-account use by producers is estimated based on Household
Budget Surveys prepared by Statistics Finland.

Fresh vegetables

Data on production volumes are to be found in the market garden register. Data
on prices are gathered by Kasvistieto.

Data on prices and amounts of cultivated mushrooms are obtained from the
sector’ s trade organisation. Output consists of the production of Agaricus
mushrooms, oyster fungus and shitake mushrooms.

The gathering of wild berries and mushrooms is based on the public right to do
so0. Mushroom picking data are based on the amount of mushrooms being
traded and on own-account use by producers, collected by Food Facts Oy. The
amounts being traded are obtained from the trade’ s central unions and from
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notifications submitted by enterprises specialised in the trading of wild berries
and mushrooms.

Fresh berries

Calculations for fresh berries are made on the basis of the production volumes
in the market garden business register and price data collected by Kasvigtieto.
The calculations for wild berries are prepared in the same way as for wild
mushrooms.

Fodder plants

Production amounts for fodder plants are based on TIKE's harvest calculations
and on price data collected by the Union of Rural Advisory Centres.

Decorative plants and seedlings

Estimates of decorative plant output are obtained from the Finnish Glass House
Growers Association, the leading organisation in the industry. It represents
nearly half the enterprisesin the sector, including the biggest. Estimates on the
output of seedlings are obtained from the Finnish Association of Nurserymen.

Table 9 : Plant output other than cereals at 1998 basic prices

Type Output, Producer price Value Product Output at basic
tonnes subsidies price, FIM mill.

Sugar beet 903 883 309 279.3 246 303.9
Oil bearing plants 63900 1270 81.2 107.9 189.1
Protein plants 4200 690 29 7.6 10.5
Potatoes 598 400 801 479.6 3141 510.7
- for industry 323232 336 108.7 31.1 139.8
- producer end use 121 500 1360 165.2 165.2
- other 173 668 1184 205.7 205.7
Vegetables - - 863.7 863.7
- fresh vegetables - - 790.9 790.9
- cultivated mushrooms 1364 19872 271 271
- wild mushrooms 4720 9680 457 457
Berries 589.1 589.1
- fresh 397.2 397.2
- wild 191.9 191.9
Fruit 16.8 16.8
Decorative plants and - - 648.0 648.0
seedlings

Fodder plants 27637 2763.7
Other 17.4 1244
Total 5848.7 171.2 6019.9

Agricultural services

Agricultural servicesinclude livestock inspections and advisory work for
artificial insemination and agriculture. A. |. output, intermediate consumption
and value added calculated as the difference between them are based on data
supplied by the Union of Artificial Insemination Associations, the industry
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organisation. The corresponding data on livestock inspections are prepared by
TIKE, based on dataiit gathersin summarised form.

Value added for advisory work is calculated differently from the rest, asthe
total of its components. This activity, which is financed mainly by government
transfers and grants, is not considered to generate any operating surplus/mixed
income. Nor is gross fixed capital formation thought to arise, so no
consumption of fixed capital occurs. Value added on advisory work is therefore
limited to compensation of employees.

Some of the activities to be treated as undifferentiated activities comprise
services supplied by local agricultural kind-of-activity units for each other.
These services are not assessed separately from other activities. Differentiation
isfeasible, for example, by availing of pricing information contained in
agricultural enterprise and income statistics, as when preparing the Economic
Accounts for Agriculture.

Activities other than agriculture and those inseparable from it

Production of home-made butter and cheese

Other

Amounts of home-made butter and cheese are investigated through sample
surveys conducted by TIKE. The prices used are as published by the Central
Dairy Co-operative.

The share of home-made butter and cheese production to the overall output of
animal husbandry amounts to roughly one to one thousand.

The agricultural enterprise and income statistics are used as a data source. The
section "Earnings from extraincome in agriculture" describes earnings to be
found in leases of agricultural production equipment, farmhouse tourism,
reprocessing agricultural products, etc. Price data applying to these items
cannot be statistically separated from agricultural expenditure. Forestry
expenditure, on the other hand, can be separated based on statistical sources.
The value of home-made butter and cheese output is deducted from this item.

The output of hunting isthe imputed value of the wild game catch and the
output of the organisations promoting game husbandry. Wild game catches are
classified as own-account output. A small share of elk catchesis assumed to be
market output. The output of organisations promoting game husbandry as a
whole is market output.

The output of organisations promoting game husbandry is obtained by a survey
of the Central Hunting Organisation (MK), which coversall the units belonging
to the category, the Central Hunting Organi sation, game management areas,
and game management associations. The output is largely an advisory, training
and registration service, which is purchased by the Ministry of Agriculture and
Forestry. Additionally, some services are paid by hunters as househol ds.

The volume, price and value of wild game catches are to be found in the RKTL
publication: 'Maa-, metsé jakaatalous. Riistasaalis' (Agriculture, Forestry and
Fisheries; Wild Game Catches). Most of the output consists of elk meat, of
which only asmall shareis put up for sale. The basic price for ek in statistics
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isto be found in the sales data on catches. Other game animals are assessed by

RKTL in accordance with the imputed producer price.

Table 10 : Output of agriculture industry 1998, in FIM mill.

Output, Producer price Product subsidies

Output at basic price

Animal output 34431 847.5 4290.6
Animal products 5688.1 1323.2 7011.3
Animal husbandry, total 9131.2 2170.7 11.301.9
Growing of plants, market 7715.8 1249.0 8964.8
gardening

Production of agricultural goods, 16 847.0 3419.7 20 266.7
total

Agricultural services 396.0 - 396.0
Agricultural production 17 243.0 3419.7 20 662.7
Undifferentiated activities 813.0 813.0
Hunting and game propagation 215.0 215.0
Agriculture industry, production 18271.0 3419.7 21690.7

3.7.1.8. Intermediate consumption

Intermediate consumption is valued at purchasers' prices. It includes taxes
levied on the use of commodities, such asfertiliser taxes. Statistical data
applying to intermediate consumption are obtained mainly from four sources:
nearly half the datais based on declarations of inputs by manufacturers or
vendors, or on manufacturing or sales data submitted by them. A similar
amount of data derives from the agricultura enterprise and income statistics
and the remainder comes from financial statisticsin the annua accounts of
enterprises. The Farm Accountancy Data Network is used to divide aggregate
costs of individua productsin the financial statistics of companies.

The financial statistics and agricultural enterprise and income statistics
comprise two mutualy exclusive sets of statistics. The units of one set of
statistics are taxed under the Business Income Tax Act and those of the other
under the Agricultural Produce Pricing Act. Because data on inventories of
production inputs are not available, intermediate consumption only reflects
acquisition costs to some extent and not actual use. The classification given
below is based on that followed in agricultural economy accounts.

Seeds and seedlings

Data on seed use are gathered by the Agricultural Economics Research Institute
(MTT). The source is data on volumes from the Plant Production Inspection
Centre (KTTK) and pricing data available from seed companies. Data relevant
to the use of seeds and seedlings by market garden enterprises are based on the
Farm Accountancy Data Network.

Energy; lubricants

The most extensive private data source for statistics on intermediate
consumption in agriculture consists of the agricultural enterprise and income
statistics mentioned above. Many items can be investigated through this source,
namely veterinary medicines, fuel and lubricants, €l ectric power consumption,
firewood and commercial timber, acquisition of low cost tools and equi pment,
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leasing production tools, costs arising from the service and repair of machinery
and equipment, maintenance and repair of buildings, and costs for the use of
other goods and services.

The statistical data on individual holdings are based on the tax returns drawn
from sample statistics of agricultural self-employed persons. The cost dataare
aggregate costs from which other costs are separated, such as costs arising from
household use, forestry and other business activities, with agriculture costs (and
the cost of activitiesinseparable from it) being left as the remainder.

Energy costs applying to market garden enterprises obtained from the Farm
Accountancy Data Network are added to the energy cost data obtained in
agricultural enterprise and income statistics.

Fertilisers and land improvement materials

The value of fertiliser use is based on datato be found in agricultural enterprise
and income statistics and the Farm Accountancy Data Network. The data
sources can be considered quite reliable. Data on the sale of agricultura
fertilisers and other land improvement materials are used for control purposes.

Plant protection, herbicides and pesticides

Data applying to the use of plant protection, herbicides and pesticides are
gathered by the Agricultural Economics Research Institute The data sourceis
information from the Plant Production Inspection Centre.

Veterinary medicine costs

The data are based on agricultural enterprise and income statistics. The output
value of livestock inspection and artificial insemination is deducted from the
item "Other animal husbandry expenditure’ and the remainder is regarded as
veterinary medicine costs.

Animal feed
The cost of animal feed derive from standard feed mixes, the use of domestic
and foreign feeds, intra-industry consumption, and intra-unit consumption, both
of which are included in output. Data applying to the use of feed mixes are
gathered from feed plants by the State Institute of Agricultural Chemistry and
prices from the Agricultural Economics Research Institute. There are no
statistics avail able on changes in inventories, nor on actual use.

The amounts and prices of feeds for fur animals are available from the Finnish
Fur Breeders Association.

Service and repair of machinery and equipment and buildings

The agricultural enterprise and income statistics are used as a data source from
which cost items are obtained.

Agricultural services

The cost item corresponds to the value of agricultura services output.
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Other goods and services

Other goods and services include cost items that do not belong to the foregoing
classes. In fact, some of these items should be included, but separation is not
feasible based on the available data.

The agricultural enterprise and income statistics and the annual financia
returns of businesses are used as data sources. | n addition, the costs for reindeer
husbandry and honey production are valued separately. "Other goods and
services" include the acquisition of low-cost tools and equipment, rental costs,
insurance service charges, postal and telecommunications charges, membership
fees, etc.

The costs of reindeer husbandry are based on data gathered by the Association
of Reindeer Herding Co-operatives.

The costsincluded in honey production are based on costs per beehive
calculated by the Finnish Beekeepers Federation.

The source of the intermediate consumption of organi sations promoting game
husbandry is the same as for output.

Thereis no intermediate consumption for the household sector; instead, hunting
expenditureisincluded in households' final income expenditure.

Table 11: Intermediate consumption 1998, FIM mill.

Seeds and seedlings 370.2
Energy; lubricants 1165.4
Fuel and lubricants 663.4
Electricity 434.3
Firewood and commercial timber 67.7
Fertilisers and land improvement materials 1287.0
Plant protection, herbicides and pesticides 316.3
Veterinary expenses 355.0
Animal feeds 6 090.4
Service and repair of machinery and equipment 814.0
Maintenance and repair of buildings 348.0
Agricultural services 396.0
Other goods and services 3142.7
Intermediate consumption, total 14 285.0

3.7.1.4. Value added

The value added to the basic priceis caculated as the difference between the
output at basic prices and intermediate consumption at purchasers' pricesasin
other market production industries.
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3.7.2. Forestry, logging and related service activities (02)

The "Forestry, logging and related services activities' industry (SIC95 02)
consists of four accounting subindustries. The sylviculture subindustry covers
forest improvement work and reforestation (SIC95 02011 and 02012). The
logging subindustry isfelling and short distance haulage of trees (SIC95
02013). Other forestry (SIC95 02019) includes other forestry products and
environmental protection measures. Other forestry (SIC95 02020) includes
forestry services, advice and information for forest owners, etc.

All establishments of the forest industry and related services are classified as
market producers. In the logging industry, agricultural and forest holdings of
municipalities and joint municipal authorities are part of General government,
and the forests belonging to the Evangelical Lutheran Church are non-profit
institutions. Other establishments come under the combined household and
enterprises sector classification.

ESA 95, Section 3.58 states that: "Growing crops, standing timber and stocks
of fish or animals reared for purposes of food should be treated as inventories
of work-in-progress during the process and transformed into inventories of
finished products when the processis completed." Again, Section 3.119 states
that inventories consist of the following categories " (2) maturing trees and
livestock™.

Paragraph 2.06.13 of the "Manual on the Economic Accounts for Agriculture
and Forestry" (EAA/EAF 97) states that the implementation of the ESA 95
regulation is complicated and difficult in practice. Consequently, it was agreed
that, for purposes of compiling forestry economy accounts, output would be
measured on the basis of trees cut because inventories for growing trees are
relatively stable (the volume of inventories does not alter significantly for one
year to the next).

Annual timber cutting in Finland’ s forest industry amounts to roughly 2-3 % of
the stock. Inventories of the entire growing stock are made at approximately
five year intervals. Tree growth in northern forests takes longer, the length of
time for a pine to reach cutting maturity being 90 years. Reliable data on the
volume and price of cut timber are made available monthly.

In Finland' s national accounts the practice of the Economic Accounts for
Agriculture and Forestry is followed. The output of forestry and logging and
related service activitiesis calculated in terms of the value of the timber felling
and activities related to sylviculture. Changes in inventories arising from timber
growth are not recorded. The proportion of felled trees to overall growth will be
clarified.

Over haf of Finland’sforests are in private household ownership. Farming and
forestry belong together as, in effect, nearly every holding is partly forested. An
unincorporated state enterprise, the National Board of Forestry (Metsahdllitus),
isakey forest owner, especially in Northern Finland and Lapland. Companies
engaged in the forest industry own less than 10 % of the country’ s forested
land.

In Finland, extensive data exist on the volume and species of wood sold by all

forest owner groups, and of the prices paid to private owners. These dataform
the basis for calculating the forestry industry in the national accounts.
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Growing stock to be sold is traded either in the form of timber felling rights, or
so-called sale on the stump, or by contract with the vendor to deliver the wood
ready-cut to the roadside. Additionaly, large ingtitutional units owning forests,
such asthe National Board of Forestry and joint owners of forests, deliver the
wood they sell to mills.

Sale on the stump is by far the most popular form of sale. About 80 % of all
timber felling is sold in thisway. In this case, the vendor, for example the
farmer or other household member contacts the buyer’ s representative and, if
the price is mutually agreeable, makes adeal. The exact value of theitem sold
isonly determined after the agreed parcel has been felled and the volume of
wood measured. The buyers are specialised purchasing organisations belonging
to forest industry companies. They also arrange for the cutting and transport of
the wood. Purchasing is very concentrated as there are only afew purchasing
organisationsin the country. In addition, certain sawmills and other consumers
of wood may act as buyers. The basic price of wood in thisform of tradeis the
price on the stump.

Another means of selling wood is by sale for later delivery to the purchaser. In
this case, the owner arranges the felling and short distance haulage of the wood.
Asthe vendor is responsible for felling and haulage costs, prices for such wood
will be higher than if it were sold on the stump. The basic price of wood in this
form of trade isthe price to the side of the road.

A third meansisfor the vendor to deliver wood from the stump directly to the
mill. The owner arranges the cutting of the wood and short and long distance
hauling, and obtains a higher basic price. The basic price of wood in thisform
of trade isthe price delivered to the consumer.

The Finnish Forest Research Institute gathers data about the volume of wood
cut, and the stump and purchase prices. There are no independent wholesalers
of raw wood as such in Finland. Consequently, any price data made available
are not just the market prices of cut roundwood ready for transport, but a
measure of the timber’ s value before cutting and other processes, etc. There are
three basic prices depending on how the wood is delivered.

3.7.2.1. Main data sources

Sylviculture

Logging

Statistics Finland

e Labour Force Survey

e Structural business statistics survey data
e Business Register

The Finnish Forest Research Institute (METLA)
*  Yearbook of forest statistics
e Special reports

The Forestry Development Centre Tapio
*  Yearly statistics, value of seed production

The Finnish Forest Research Institute (METLA)
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Forest statistical bulletin "Commercial cutting for each forestry centre”
(trees cut)

Forest statistics bulletin: "Accrual of trees felled and tree depreciation”

Forest statistical bulletin "Market prices for raw wood from private forests

in each forestry centre"

Forest gtatistical bulletin: "Forestry and major improvements'

Y earbook of forest statistics

Special report: Extra-market felling of trees

Special report: Prices of standing timber in the Aland Islands

National Board of Forestry

Annual report

Metsdteho Oy

Average logging costs

Statistics Finland

Index of forestry sector machine costs (MEKKI)

Labour Force Survey

Wages and salaries of agriculture and forestry employees
Business Register

Statistics of municipalities and joint municipal authorities
Final central government accounts and budget estimates

Evangelical Lutheran Church of Finland

Other forestry

Profit and loss statement and bal ance sheet

National Board of Forestry

Annual report

Statistics Finland

Labour Force Survey
Structural business statistics survey data
Business Register

Activities serving the forestry industry

The Forestry Development Centre Tapio

Tapio annual statistics
Annual report

Statistics Finland

Labour Force Survey
Structural business statistics survey data
Business Register
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3.7.2.2. Calculation method

Forest improvement

Logging

Output

The output of the forest improvement industry is obtained from the total of the
turnover of forest improvement enterprises in the business register. The
establishments perform forest improvement services and grow seedlings. The
entire output is classified as market output.

I ntermediate consumption

The intermediate consumption of forest improvement activities and seedling
production is obtained by extrapolating the intermediate consumption share of
output from Statistics Finland' s structural business statistics.

Output

Income on the sale of wood, logging services and reforestation and major land
improvement measures belong to the logging production account insofar as
these activities are own-account output.

Forestry income from the sale of wood on the stump (the basic price being the
stump price) is calculated by multiplying stumpage rates for each speciesin
private forests by the corresponding quantities. These volumesinclude
commercial cutting in private forests (including municipalities and parishes),
the Ministry of Defence and the Forest Research Institute. The volume of wood
cut by forest industry enterprises from their own forestsis also multiplied by
the same rates. The price of fuel wood is set at 90 % of the price of non-
coniferous pulpwood. Other special timber are not individually priced. Instead,
prices are considered to be reflected in the stumpage rates for each species and
the quantities cut. The price statistics for timber cutting, published twice ayear,
cover roughly 90% of timber sales from private forests in the country as a
whole. The volume statistics for timber felling, aso published twice ayear, are
gathered in separate samples from each forestry centre. The companies
included in the sample acquire roughly 95% of all commercial timber cut in
Finland.

Thetota vaue of forestry income from the sale of wood that is purchased for
later delivery (the basic price being for delivery to the roadside) is calculated by
multiplying quantities of delivery wood and wood for domestic needs for each
species by a purchase price for later delivery specific to wood products. The
price of firewood is set at 90 % of the stump rate for non-coniferous pulp wood.

The output of National Board of Forestry logging is obtained from its profit and
loss statement (the basic price being for delivery to the mill).

The output of local sector forestry isto be found in the revenue statistics of the
municipalities and joint municipal authorities; the output of forestry activities
by the churchisto be found in its profit and loss statement (the basic price
being the stump rate, the rate delivered to the roadside, or delivered to the mill).
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The value of Christmastreesis estimated by multiplying the assessed average
price by the number of trees. Regarding the production and sale of Christmas
trees, dl other items, such asintermediate consumption, consumption of fixed
capital, and wages and salaries, are considered as being included in logging.
Prices and volume data of Christmas trees are estimated separately with the
help of expert estimates from the Christmas Tree Association and the number
of households in Statistics Finland’ s distribution of income statistics. Expert
estimates are based on random local price surveys and information on the
volume and price of Christmas trees cultivated and sold.

The output of logging services isthetotal of the activities turnover of logging
enterprisesin the business register.

Dataregarding land and other own-account production major improvements of

that nature (regeneration area preparation, artificial regeneration, seedling care,

thinning of thicket, pruning and forest fertilisation) are to be found in the Forest
Research Institute’s (METLA) yearbook of forest statistics.

I ntermediate consumption

The production account items for the intermediate consumption of roundwood
vendors are intermediate consumption of acquisition work (METLA estimate),
forest management fees (Tapio annual statistics), maintenance of forest roads
(METLA forest management and major improvement statistics) and other
purchases of forest services (Tapio annual statistics).

The intermediate consumption of logging servicesisto be found in Statistics
Finland’s structural business statistics survey data. Also to be included is the
intermediate consumption of acquisition work, and the repair and maintenance
cost of forest ditches and roads.

Other forestry

Output

Most of the output of Other forestry derives from the environmental protection
activities of the National Board of Forestry. An unincorporated state enterprise,
it administers national parks and environmental protection areas, for which it
gets General government funds. Its management duties are adjusted jointly by
the NBF and the ministries responsible for its activities, and the fundsiit obtains
meet the entire cost of activities. All the rest of Other forestry activity belongs
under market output. The sources of output are NBF' s profit and loss statement,
and supplementary questions in Parliament regarding the use of NBF funds.

The output of other establishments is obtained by means of structural business
statistics survey data and the business register.

The output of the Other forestry industry includes the value of reindeer moss
gathering (Forest statistics yearbook), the value of the output of other forestry
enterprises and that of the environmental protection activities performed by the
NBF.

I ntermediate consumption
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The source for the intermediate consumption of the NBF isthe profit and loss
statement of the NBF and supplementary questions in Parliament regarding the
use of NBF funds.

The intermediate consumption of other establishmentsis obtained by means of

structural business statistics survey data and the business register.

Activities serving forestry

Output

The output of other forestry, intermediate consumption items and wages and
salaries are to be found in the profit and loss account data of forestry societies,
forestry centres and the Forest Development Centre Tapio. The data on forest
management associations and forestry centres are from Tapio’s profit and loss
account and annual statistics.

Data on the remaining establishments are obtained by means of structural
business statistics survey data and the business register.

I ntermediate consumption

The intermediate consumption of forestry societies, forestry centres and the
Forest Development Centre Tapio includes the operating costs of the bodies
mentioned above, excluding non-wage, depreciation and financing costs. The
data on forestry societies and forestry centres are from derived from Tapio's
annua statistics, and the profit and loss statement from its annual report.

Data on the remaining establishments are obtained by means of structural
business statistics survey data and the business register.

Table 12. Production account and
gener ation-of-income account

LOCAL NON-PROFIT
SECTORS UNSEPARATED GOVERNMENT | INSTITUTIONS
TOTAL SECTOR SECTOR SECTOR
Forest
management
Production | Output at basic prices 59 59
account
Market output 59 59
Seedling production 34 34

Land and other major improvements

Intermediate consumption at purchaser’ prices
Seedling production

Other intermediate consumption

Value added gross, at basic prices
Consumption of fixed capital

24

35
12
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Value added net, at basic prices 23 23
Generation of 'Wages and salaries 17 17
income account
Employers' social contributions 5 5
Operating surplus/Miscellaneous income, net 1 1
Logging
Production | Output at basic prices 2623 2527 84 12
account
Market output 2490 2399 79 12
Income on sales of wood 1891 79 12
Cutting and short haulage services| 452
Other income 56
Own-account production 133 128 5 0
Firewood 60 60
Land and other major improvements 73 68 5 0
Intermediate consumption at purchaser’ prices 397 378 17 2
Intermediate consumption of acquisition work 66 66
Maintenance of forest roads 31 31
Other intermediate consumption 300 281 17 2
Value added gross, at basic prices 2623 2527 67 10
Consumption of fixed capital 433 430 2 1
Value added net, at basic prices 2190 2097 65 9
Generation of 'Wages and salaries 148 9 1
income account
Employers social contributions 37 2
Operating surplus/Miscellaneous income, net 2005 2097 54 8
Other forestry
Production | Output at basic prices 19
account
Market output 19
Income on sales of wood
Cutting and short haulage services
Other income
Own-account production 0
Intermediate consumption at purchaser’ prices 8
Value added gross, at basic prices 19
Consumption of fixed capital 8
Value added net, at basic prices 11
Generation of 'Wages and salaries 0
income account
Employers' social contributions 0
Operating surplus/Miscellaneous income, net 11
Activities serving forestry
Production | Output at basic prices 230
account
Market output 230
Own-account production 0
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Intermediate consumption at purchaser’ prices 183

Value added gross, at basic prices 47

Consumption of fixed capital 5

Value added net, at basic prices 42
Generation of 'Wages and salaries 87
income account

Employers' social contributions 22

Other subsidies on production 4

Operating surplus/Miscellaneous income, net -63

Forestry and related services

Production | Output at basic prices 2931 2835 84 12
account
Intermediate consumption at purchaser’ prices 612 593 17 2
Value added gross, at basic prices 2319 2242 67 10
Consumption of fixed capital 458 455 2 1
Value added net, at basic prices 1861 1787 65 9
Generation of \Wagesand salaries 252 242 9 1
income account
Employers’ social contributions 64 62 2 0
Other subsidies on production 4 4
Operating surplus/Miscellaneous income, net 1549 1487 54 8

3.8. Fishing (B)

Professional coastal and inland water fishing, fish farming and part-time and
gpare-time fishing are considered to belong to the fishing industry (SIC95
05010 and 05020).

Professional and part-time fishing and fish farming are market output of market
producers, in which no sector is defined.

Spare-time fishing is considered to belong in its entirety to household sector
own-account producers. Its output is mainly own-account output. Part of the
catch is classified as market output since alarge part of the catch of spare-time
crayfishers, for example, is sold.

3.8.1. Main data sources

Finnish Game and Fisheries Research Institute
Professional fishing in ocean and coastal waters
Professiond fishing in inland waters

Part-time angling

Fishery fees

Fish farming

grwbdPE

Statistics Finland

—  Structural business statistics
— Business Register

—  Labour Force Survey
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3.8.2. Calculation method

Output

The output of the fishing industry is obtained on the basis of the structural
statistics survey data of enterprises. The entire value of turnover is classified as
market production. Market growth is supplemented somewhat up to the value
of the hidden economy (Pekka Rytkdnen Oy).

The Finnish Game and Fisheries Research Institute’ s publications "Professional
fishing in ocean and coastal waters' and "Professional fishing in inland waters'
provides comparative data. The data are based on reports of catches submitted
by fishing professionals. Requests for reports are sent to all engaged in fishing
professionally. The comparative datais at the same level as the turnover data
given in structural business statistics.

The output of fish farming is obtained on the basis of turnover datafound in the
structural statistics survey data of enterprises. The entire output is classified as
market output.

The Finnish Game and Fisheries Research I nstitute publication "Fish Farming"
is used for comparative data. In determining value, the ingtitute uses price data
obtained from fish farming plants and volume counts based on statistics for fish
fry deliveries. The output includes the output of edible fish and fish hatcheries.

Comparative data on fish fry farming is priced according to the average unit
price of rainbow trout fry. The imputed priceis derived by dividing the rainbow
trout fry production by the number of fish fry. The comparative statistics are at
alower leve, which is chiefly due to the incompleteness of the fish fry farming
statistics.

The value of part-time fishing, or own-account output, isto be found in the
Institute’ s publication "Part-time fishing". The catch volumes are based on
surveys sent out every second year by the Ingtitute. In the intermediate years,
the volumes for the year before are used. The statistics for part-time fishing are
estimated on the basis of average prices earned by fishing professionals. Price
information is published by the Ingtitute in "Fishing prices'. The data are
gathered from purchasing information supplied by 20 coastal and five inland
fish wholesalers.

Intermediate consumption

Intermediate consumption is intermediate consumption of fishing professionals
and fish farming obtained on the basis of turnover stated in structural business
statistics survey data and the business register.

The share of intermediate consumption in relation to output isto be found in

the structural business statistics. Intermediate consumption is found by
multiplying this share by the imputed professional fishing output.
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3.9. Mining and quarrying (C)

Mining and quarrying include the extraction of minerals occurring naturaly as
solids (coal and ores), liquids (petroleum) or gases (hatural gas). Extraction can
be by underground or surface mining or well operation.

Calculation of thisindustry is explained in Section 3.10. Manufacturing, where
calculation of industries C, D and E is presented.

3.10. Manufacturing (D)

Manufacturing, or industry, is understood as the mechanical or chemical
processing of organic or inorganic materials into new products irrespective of
whether the work is performed mechanically or manually, in afactory or at the
worker’ s residence. According to the definition, the assembling of productsis
considered to be manufacturing.

The calculation of Industries C and E is also presented here because the
calculation methods of Industries C, D and E are similar to each other.

3.10.1. Main data sources and ensuring exhaustiveness

The key industrial activity data sources for national accounts estimates are
Structural Business Statistics for industry, the Business Register, the VAT
Payments Register and the PAY E Register (Employee’ s Advance Tax
Declarations Register), Local government financial statistics, the Labour Force
Survey and various indices.

The business register covers practically al industrial activitiesin the country,
but its information content is scanty from the accounting standpoint. So, the
structural business statistics for industry, whose content and concepts
satisfactorily meet accounting needs, has become the most crucial data source
for national accounts estimates.

3.10.1.1. Structural Business Statistics on manufacturing

Target population

The annual structural business statistics on manufacturing are what is termed
total survey. Thetarget population contains about 28 000 establishments. The
data are prepared for each unit of the target population. They are obtained
either directly from the enterprise (questionnaire form) or generated from the
register. Only 18 % of manufacturing establishments are part of the survey
(termed adirect questionnaire sample). The sample covers roughly 94 % of
production value and 89 % of staff. Data on enterprises/establishments not
surveyed are based on administrative registers: the direct business income tax
register (EVR) supplied by the National Board of Taxes and the Statistics
Finland’ s business register.

The former contains data on the profit and loss statements, bal ance sheets and
fixed assets of all companies subject to taxation. The latter is abasic register of
individuals or units engaged in economic activity; they are registered
employers, those subject to value-added tax and those registered into a
prescribed payments system. The datais used for manufacturing statistics of
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businesses not included in the direct questionnaire. Because the contents of the
administrative datais not as exhaustive asit isin the direct questionnaire, some
of the data (the missing variables) has to be estimated mathematically
(imputed).

Firms and establishments in manufacturing with a staff of 20 or more are within
the remit of direct data collection for financial statement data. The
guestionnaire form also applies to firms and establishments with less than 20
staff, if the activities and investment levels are on a par with those in the direct
questionnaire. Also included are all electric power companies and their
establishments. Non-industrial businesses with staffs of 20 or more were asked
for information on manufacturing establishments. Any industrial local
government enterprise and unincorporated state enterprise with a staff of 20 or
more persons are aso included in the questionnaire.

Statistical unit

An enterprise and an establishment are the units used in structural business
statistics. In the nationa accounts, the establishment is the primary statistica
unit. Enterprise related data are only used if establishment data are not
available. In effect, most enterprises are single-establishment enterprises, they
use only one establishment. Also, the practice of producing data for small
enterprises from aregister means that such enterprises are treated as single-
establishment enterprises. The establishments of bigger enterprises can be
engaged in activities that differ considerably.

An establishment is an economic unit engaged in the production of goods and
servicesthat are as alike as possible under individual proprietorship or control,
ordinarily in one location. The establishment as such can form the enterprise (in
asingle location) or be a designated part of an enterprise (multiple
location/multi-activity company). In structural business statistics as arule,
municipality isthe location unit of an establishment.

The establishment need not include activities that are classed as manufacturing,
but can include so-called support activities and services, which with respect to
their location are connected to the establishment in concern. Such auxiliary
units are the head or central administrative office, main warehouse or
equivalent, the research and development unit, sales office, repair shop or other
factory service department and establishments still under construction (an
investment establishment, i.e. an establishment where production activities
have not yet been started).

The data on the activities of the auxiliary unit can be included in the data of the
actual establishment, if the unit operates in close conjunction with the
establishment in question and servesit for the most part. If the support unitisin
alocation other than the actual establishment, or if it serves severa units of the
same enterprise, it can form a separate unit.

In structural business statistics, management activities (head offices) of
production enterprises and of production related enterprises are classified under
the industry of the parent company. The classification differs from the method
used in the business register: all establishments from which data are obtained
are classified under their main industry. Thus management activities of holding
companies and head offices of production enterprises are classified as part of
holding companiesin Industry 74150 in the business register.
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The general aim of the business register isto classify each establishment
exactly under its main industry. In structural business statistics, on the other
hand, it is not effective from the standpoint of data collection to divide very
small units. The purpose of structural business statistics isto portray all
manufacturing activity as a single entity with structures and changes. For
example, many establishments which are classified in the business register
under research and development (Industry 73) are part of manufacturing
estimates in the national accounts.

In structural business statistics, the branch of activity of an establishment is
determined according to the sales values of the commoditiesit produces. The
first four digits of acommodity’s PRODCOM Code revea the industry
producing it. The branch of activity of an establishment is defined by the
industry related commoditiesit principally produces.

The branch of activity of amulti-activity enterpriseis determined on the basis
of the value added of its establishments. The business register identify and
register the branch of activity of the companies and establishments not included
in the direct survey.

3.10.1.2. Ensuring exhaustiveness by means of other data sources

Industrial establishmentsin non-industrial enterprises with less than 20 staff are
by definition not in the target population of structural business statistics for
manufacturing. Data on such establishments are to be found in the business
register. A comparison between structural business statistics and the business
register enhances exhaustiveness for a number of small businesses for which no
suitable pairing exists in the business income tax register or for which data are
so superficia or incorrect that they cannot be imputed mathematically.

Dataon local government unincorporated power stations and waterworks with
astaff of less than 20 personsis obtained annually from local government
financial statistics. Other unincorporated local and central government
enterprises classed as manufacturing with staffs of less than 20 are not within
the scope of calculation, being of less significance. The public enterprise
register in preparation will probably correct this.

Only companies which meet the size requirements and have operated in
principle longer than six months are chosen for the business register and
structural business statistics target population each year. The size requirements
in the 1997 statistical year were: the number of full-time equivalent personnel
had to exceed 0,5 man-years or the turnover amount had to exceed FIM 50
000. Data on small companies excluded are to be found in a structural business
statistics file especially produced for national accounts. The data are
supplemented with the VAT and PAYE data (MAVA). MAVA data covers
adequately companies operating for only part of the year.

Wheat istermed the hidden economy is not separately valued for manufacturing
activity in national accounts estimates. Research indicates that its bearing on
industry isrelatively minor, according to tax auditing statistics roughly FIM
200 million. In addition, the level of industrial activity may be slightly
overestimated because small industrial companies are entirely classified to
industry even in cases where they have non-industrial activities. According to
the business register, non-industrial turnover of such companies exceeded FIM
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500 million, chiefly in the trade sector. The level of output of trade in national
accounts estimates is determined according to establishment statisticsin the
business register and any establishments also involved in manufacturing are not
removed from it. This duplication balances the likely hidden economy, even
though the distribution among activity branches within manufacturing may be
incorrect.

3.10.2. Calculation method

Output

National accounts cal culations are produced mainly through structural business
statistics for manufacturing. These structural business statistics follow the
standard industrial classification (SIC) introduced in 1995. Figures for
five-digit (asarule) industrial classification are then aggregated for publication
at the two-digit or three-digit level. Calculation methods are identica for all
branches of industry (CDE).

Output components comprise the value of manufacturing production,
commissions on merchandise and revenues from other activities.

Detailed turnover data on each establishment for cal culation purposes areto be
found in structural business statistics. The turnover corresponds to the sales
revenue of principal activity. Adjustments to gross sales such as discounts,
value-added tax and other taxes directly based on the sales amount are deducted
from the sales revenue. In addition to adjusting items, deductions from sales are
also made for current transfer and transit items. No deduction in turnover is
made for paid sales freight, commissions or bad debts.

Turnover includes intra-company internal deliveries which are valued in the
same way as externa deliveries. If an enterprise’ sinterna deliveries cannot be
valued based on their real market price, they are valued based on production
costs.

Turnover for manufacturing activity isitemised as follows:

*  Product ddiveries: the total value of deliveries of products which have
been manufactured in the establishment or produced as contract work in
other establishments.

» Dedlivery of electricity produced: establishment electricity saes.

«  Dédlivery of heating produced: establishment heating sales.

*  Power grid activity: turnover from electricity distribution through a power
grid.

e Manufacturing repair and installation deliveries: turnover from external
deliveries of manufacturing repair, installation and maintenance work (also
includes supplies recorded in billing).

*  Contract work: turnover from contract work performed for another unit.
Materials and supplies used are mostly owned by or under the control of
the supplier.

The value of production is derived from the value of deliveries by taking
account of changesin current asset inventories (finished goods and
work-in-progress) that take place during the year.

The value of current assetsis calculated at purchasers’ prices at start and end of
the year. Dataisto be found in structural business statistics by kind of current
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assets: fuel, other materials and supplies, work-in-progress, products,
merchandise and other current assets. The establishment’ s stocks are counted as
current assets whether they are located in the establishment or in separate
warehouse units.

Inventoriesin the national accounts (excluding work-in-progress and other
current assets) are valued at average prices for the year. The opening and
closing stocks of products are changed into average prices proper to each
industry by means of the producer price index for manufacturing. Changesin
inventories are calculated as the difference between the opening and closing
stocks at average prices. The method is not applied to work-in-progress.
Instead, changesin inventories follow the concept of pricein structural
business statistics (which in principle is valued on the basis of implemented
production costs).

The value of manufacturing production consists of the value of the products
delivered (including sales of electricity and heat and grid operations), the value
of repair work done for clients and payments received from clients for
manufacture and other sold services (contract work) increased or decreased by
changes in stocks of products and work in progress.

Output at basic pricesis calculated by adding the sales margin on merchandise
and the revenues from other activities to the value of manufacturing production.

Industrial establishments obtain some gross income by selling goods that are
not manufactured at the establishment, but purchased for sale "asis' without
any further processing. For these so-called mer chandise, output only includes
a salesmargin (commission), got by deducting purchase price from sales price
(datafrom structural business statistics) and adding changesin inventories. The
latter are calculated at average prices. The average price of opening and closing
inventoriesis obtained by using the total index of the basic price index for
domestic supply. Contrary to earlier practice, the resale (brokerage) of
purchased electricity and heat is treated as the sale of merchandise.

Dataon revenues from other activitiesincluded in output at basic prises are to
be found in structural business statistics. Thisitem includes turnover from
agriculture and forestry, construction activities, commission trading and other
service activities, e.g. rental income on fixed assets, proceeds from patents,
licences and royalties and payments for various non-manufacturing services.
Capital gains on sales of fixed assets are not treated as profit on production
activity.

Data on turnover of the manufacturing establishments of small non-industrial
companies and small enterprises not included in structural business statistics
areto be found in the business register and the VAT register. Data on turnover
of local government unincorporated power stations and waterworks are to be
found in the tatistics on the finances of municipalities. The level of output on
al industrial activity is calculated by adding these two items to the output based
on structural business statistics.

Intermediate consumption

I ntermediate consumption for manufacturing comprises three accounting
elements: so-called manufacturing costs, rents and miscellaneous expenses.
Data are to be found in structural business statistics.
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Structural business statistics survey questionnaires ask the value of factor
inputs acquired in the calendar year for establishments according to a given
classification.

Factor inputs are evaluated at the purchasers’ prices, i.e. purchaser price
delivered on site excluding value-added tax. In evaluating acquisitions, expense
adjusting items and expense transfers should be taken into account. The
adjusting items for purchases are freight and forwarding, packing and other
costs. The deductions on purchases recorded include not only value-added tax,
but also discounts obtained and sales at initial cost to company staff.

Factor inputs acquired from other establishments of an enterprise are valued as
purchases from third parties. Unless intra-company purchases can be valued
based on their actual market price, they should be valued based on production
Costs.

The following acquired factor inputs are counted as manufacturing costs:

e Acquisitions of materials and supplies: Counted as materials and supplies
are those materials used directly in preparing goods to be produced (raw
materias, semi-finished products, additives, parts and lightweight
non-activated tools and equipment). They also include auxiliary supplies
(lubricants, water and the like) but not office supplies and other such
supplies.

e Acquisition of packing materials: materials and supplies used to pack
goods manufactured by the establishment or merchandise delivered by it.

e Acqguisition of fuels: materials acquired for an enterprise’ s productive
activity or as an energy source for its vehicles are treated as fuels.

e Acquisition of dectricity for own use: acquisition of eectricity includes
electricity used in a production process as well as electricity used to light,
heat, ventilate, etc.

e Acquisition of heat for own use: heating used in a company’ s production
process aswell in heating spaces is treated as the acquisition of heating
energy.

e Repair, maintenance and installation contract work: repair, maintenance
and installation work contracted to othersincluding the value of invoiced
materials.

—  Contract work: contract work comprises manufacturing, which is carried
out in other establishments of the same enterprise or in establishments of
other enterprises using the employee establishment’ s raw materials and
semi-finished products.

e Subcontracting: a subcontractor is someone contracted by amain
contractor. Subcontracts are work for which subcontractors are paid by a
main contractor.

The value of used intermediate production inputs is derived from the above
acquired intermediate production inputs by taking into account the changesin
current assets inventories (materials, supplies and fuel supplies, other current
assets) occurring in the calendar year.

It was mentioned above that the value of current assetsisto be found in
structural business statistics at the start and end of the year as valued at
purchasers' prices by particular current assets categories: fuels, other materials
and supplies, work-in-progress, products, merchandise and other current assets.

Inventoriesin the national accounts (excluding work-in-progress and other
current assets) are valued at average prices for the year. Opening and closing
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inventories of fuel for the year are changed into average prices by means of the
subitems in the basic price index for domestic supply: coal, nuclear fuel and oil
products. The opening and closing stocks of other materials and supplies
(principally raw materials) are changed into average prices for the industry by
means of the basic price index for domestic supply. Changesin inventories are
calculated as the difference between the average prices for opening and closing
inventories. The method is not applied to the item "Other Current Assets'.
Instead, changes in inventories are in accordance with the concept of pricein
structura business statistics.

The fixed asset rental expenses proper to each fixed asset areto be found in
structural business statistics. Counted as intermediate consumption are rent
expenses on non-residentia building, civil engineering and other structures,
machinery and transport equipment and the item "Other Rents'. The last item,
with respect to electricity, gas and water supply, is presumed to include rents
for intangible rights which are not part of intermediate consumption.

The structural business statistics survey seeks to establish the rental expenses
on fixed assets rented by an enterprise/establishment by means of leasing
contracts. The item includes rental expenses of fixed assets using operating
leasing as well as financial leasing contracts. Only operating leasing contracts
are treated as intermediate consumption in the national accounts. Dataon
financial leasing payments are available only by primary industry (Industry C,
D, E). Financial leasing payments deducted from intermediate consumption are
broken down among subindustries in the ratio of structural business statistics
leasing rents. A description of financial leasing statisticsisfound in Chapter 11.

The value of other factor inputsacquired includesthe annual expenses of the
so-called non-industrial services from other parties and of the supplies which
are not included in current assets.

Such expenditure items consist of: contracted research and development work,
transport and storage services, real estate maintenance services,
communications services (Post, tel ephone, telecommunications), advertising
services, marketing and sales services, software design and programming
services, training services, patent, licence and royalty expenses, administration
and other expenses not mentioned above (banking, legal, accounting, insurance,
union organisation and other such services). Data are got in itemised form from
structural business statistics.

Businesses have the potential of activating research and devel opment expenses
for the balance sheet. An estimate of the activated expenditure is added to
intermediate consumption. The estimate is made on the basis of
enterprise-based balance data (intangible assets: research and devel opment
expenditure).

Computer systems and applications produced for computer programmes, their
descriptions and other supplementary material are included in intangible fixed
assets (gross fixed capital formation) in the national accounts. Thisincludes
software purchased as well as software produced for own use whenever the
production cost is considerable. Thisincludes significant expenses for the
purchase, development and expansion of data bases, if the data bases will be
used for longer than ayear. Part of the historic cost of software and some other
expenses mentioned above areincluded in structural business statistics under
the item " Software design and programming services', part of it is activated
directly to the balance sheet. In national accounts for manufacturing, thisitem
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is fully deductible from intermediate consumption. It accounts for roughly 85
% of all computer software investmentsin manufacturing. The method is not
quite accurate from the viewpoint of the size of the deduction and the industry
allocation.

The intermediate consumption of small manufacturing establishments of
non-industrial enterprises and the omitted small enterprisesis calculated by
means of structural business statistics data. The proportion of intermediate
consumption to output for these companiesis the same asthat calculated in
structural business statistics described above. The calculations are made at the
five digit level of industria classification. The intermediate consumption of
local government unincorporated power stations and waterworksis calculated
from the statistics on the finances of municipalities. The intermediate
consumption level of all industrial activity is obtained by summing up the three
items of intermediate consumption.

3.11. Electricity, gas and water supply (E)

Electricity, gas water supply include the production, transfer, sale, supply and
brokering of eectricity and heating energy, the production and supply of town
gas and the purification and distribution of water to communities. Generation of
eectricity by individual industries to serve manufacturing needs is usually
statistically recorded in conjunction with the particular industry.

Calculations for thisindustry are explained in Section 3.10. Industry, where the
caculation of Industries C, D and E is shown.

3.12. Construction (F)

Construction is divided into three subindustries: Construction of complete
buildings and parts of thereof, Civil engineering and Construction services
activities.

3.12.1. Construction of complete buildings and parts thereof

Construction of complete buildings and parts thereof consists of the following
SIC2000 Industries:

General construction of buildings 45211
Erection of roof covering and frames 45220
Other construction work involving special trades 45250
Building installation 45300
Installation of electrical wiring and fittings 45310
Insulation work activities 45320
Installation of heating, plumbing and ventilation 45330
Other building installation 45340
Building completion 45400
Plastering 45410
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Joinery installation 45420
Floor and wall covering 45430
Painting and glazing 45440
Painting 45441
Glazing 45442
Other building completion 45450

3.12.1.1. Main data sources

The main sources for calculation purposes are Statistics Finland' s construction
of buildings statistics, the business register, structural business statistics for
construction and the Labour Force Survey.

The current price and fixed-price value of new construction by owner and
building category are to be found in construction industry statistics prepared by
the business trends unit. Calculating the value of new construction is based on
dataentriesin registers of project initiation and completion levels gathered by
locd authority building control officers at estimated prices per cubic metre. All
new construction of buildingsis conditional on a permit. Commercial and
so-called sdlf-built new construction, and hidden economy construction, are
included in the value of new construction. The price index of new construction
is obtained implicitly through the relation between current price and fixed price
values of production.

3.12.1.2. General calculation method

The production and generation-of-income accounts in industry Construction of
complete buildings and parts thereof are calculated both for the industry as a
whole and for builders by sector. The latter comprise not only non-financial
corporations, but general government and households as well. Self-built
construction of buildingsis treated as household construction.

Output is calculated in two ways: by individua construction sector and as the
total of new construction and renovation. Intermediate consumption is
calculated as part of output at current prices, inter alia by means of Structural
Business Statistics.

In conjunction with the reform of supply and use tables, industry production
was divided into principal production and secondary production. Only industry
that is principal production isrecognised in the national accounts. In the sectors
"S111 Non-financid corporations’ and ' S14 Households', construction of
buildingsis principa production. Due to the scarcity of source data, ' S1313
Local government’ construction of buildings cannot be separated from the other
local government activities. Consequently, local government construction is
described as secondary production and included in the production of other loca
government industries.
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3.12.1.3. Calculation by economic activity

Output

Construction of buildings output is calculated as the value of new construction
and renovation combined. For investment purposes, thisis calculated by means
of building type (non-residential buildings, other buildings) and by type of
construction (new work, refurbishment and yearly repairs). It ishard in practice
to draw aline between refurbishment and yearly repairs. In print publications,
refurbishment or improvement is often commonly defined as repairs which
make a building more suited to its purpose and result in better quality or value
in the building than before. Y early repairs, or maintenance, are defined as an
ordinary, regular procedure intended to keep the building at a quaity level not
higher than the original. For calculation purposes, refurbishment is classed as
investment and yearly repair is classed as intermediate consumption.

Table 13. Determining construction of buildings output

VOLUME OF NEW CONSTRUCTION

PRICE DATA

VOLUME OF RENOVATION

Building supervisory authorities of
municipalities
* New construction and extensions
* Delay 7 weeks

Data content (includes)
* Purpose of building
* |Investors (Owner category)

* Volume of building (cubic metre)
* Standard classifications

* Number of floors

* Construction method

Construction of buildings cost data

* (Haahtela Kehitys Oy)

Data content (includes)
* Purpose of building
* Volume of building (cubic metre)

* Number of floors

* standard classification
* Prices by region

* Construction method

Statistics Finland

* Economic trends of enterprises
* Labour Force Survey work hours

Data content
* VVolume of renovation
* Commercial renovation

OUTPUT OF NEW CONSTRUCTION AT BASIC PRICES

OUTPUT OF RENOVATION AT BASIC PRICES

* At current and constant prices

* |Includes devel oper’ s profit margin

* 14 Owner category --> sector division

* Own-account/commercial new construction

* 14 Purpose of building --> dwelling/other new construction

* At current and constant prices
* |Includes devel oper’ s profit margin
* Commercia renovation

The output at basic pricesis calculated at producer’s prices. The developer’s
cost, which includes the design, insurance and financing fees for the building, is

not included in construction of buildings output at producers’ prices.
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New construction

The value of newly constructed non-residential buildings and other buildings at
current prices are got from Statistics Finland’ s building construction statistics
(cf. Table). New congruction is valued as for commercia building
construction. A total of 4.5% of the value of new construction is foundation
construction, which according to standard industrial classification, should be
civil engineering work, but isincluded in building construction. This factor
must be taken into account in projections for employment and wages and
salariesin construction of buildings.

Table 14: Output of Construction of complete buildings and
parts thereof , million

2000 Dwellings Non-residential All construction of
buildings buildings
New construction 3955 3695 7650
Renovation 3375 2146 5521
Yearly repairs 1649 995 2644
Refurbishment 1726 1151 2877
Total 7330 5841 13171
Renovation

Renovation output is based on data on the level of renovation derived from
repeated surveys. The surveys are conducted by the construction industry
laboratory of the State Technical Research Centre (VTT). Surveys were
conducted in 1990 (KORV090), 1995 (KORV095) and 2000 (REM O2000).
The value of renovation measured by type of building was adjusted following
sample surveys. The split between yearly repairs and refurbishment bases on
REM 02000 that includes an estimate of both type of renovation.

In conjunction with the reform of supply and use tables, the level of renovation
was revised for the years 1995-2000. Renovation volume index produced by
Statistics Finland‘ s Prices and Wages —unit was used for the annual change in
the volume of all renovation. The renovation volume index is based on hours
worked on Labour Force Survey.

The development of commercid renovation isillustrated by the volume index
of renovation. There is no data on the development of own-account renovation.
Consequently, the volume of commercial renovation is applied to household
renovation. The level of renovation of municipalitiesis determined by means of
municipal economic statistics. The price of new construction of buildingsis
used as the price of renovation.

Degspite level adjustments and what are more developed renovation volume
index, the divisions (into renovation of dwellings and non-residential buildings
aon the one hand, and into yearly repairs and refurbishment of dwellings and
non-residential buildings on the other) are still not soundly based. Some
information on dwellings is available (Household Budget Surveys, financial
statement data of housing corporations, etc., special reports) but nothing about
non-residential buildings. The datais scattered and incomplete. Calculation
figures are based partially on estimates.
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Output by sector
S111 Non-financial corporations

Output

Basically, the output of non-financial corporationsis calculated using data on
establishments in the Business Register and Structural Business Statistics for
building construction. Output equals the total of turnover (excluding
subcontracting), changes in stocks of finished goods, own-account production,
and other business activities. Output of the non.financial corporations sector is
reflected asthe residual of the combined output of all construction of buildings
(new construction and renovation) and other sectors (S14 Households, S1313
Local government).

The production of non-financial corporations belongs to producer type’ T10
Market producers and their output is described, practicaly speaking, only as
market output (P11). Only computer software produced by non-financial
corporations is entered as output for own final use (P12).

Intermediate consumption

The output - intermediate consumption —ratio of non-financial corporationsis
calculated fromStructural Business Statistics data. |ntermediate consumption is
defined as the total of purchases less changes in inventories, external services,
(excl. subcontracting), leasing payments (excl. financing leasing), other rents
and other expenses. The value of intermediate consumption is determined as
through level of output and output-intermediate consumption ratio.

Table 15: Output of construction of buildings, intermediate
consumption and value added by sector in 2000, million

P1 P11 P12 P2 B1G
Non-financial corporations 10564 10561 3 6687 3877
Households 2579 1364 1215 1469 1110
Entrepreneurs 469 469 238 232
Own-account construction 1704 489 1215 1130 574
Hidden 406 406 102 305
Loca government 172 62 110 86 86
Total 13315 11987 1328 8242 5073

S1313 Local government

Output

Output of local gover nment construction of buildingsis calculated using data
in Table 5 (Analysis of expenditure and revenue) of the financial statistics of
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municipalities and joint municipal authorities as the total of new construction
and yearly repairs.

Thetota of Item A "Self-managed construction, total buildings' for items such
as staff costs, materials, supplies, goods and miscellaneous expensesin the
financial statisticsistreated as the price of local investment in the construction
of buildings. When the share of construction and subcontracting of real estate
developed by local government is subtracted from the sumin question, what is
left is the local government’s output of new construction of buildings. Thisreal
estate development is determined by the developer’ s costs coefficient to be
found in the building production statistics and as income from investment cost
construction of buildings. Loca government subcontracting isto befound in
financial statistics under the Services item of municipalities and joint municipal
authorities.

Theleve of local government yearly repairsis determined by Construction
materials under item ‘Materials, supplies and goods . In 2000, yearly repairs
covered roughly 60 % of all local government construction of buildings.

Local government production belongs to producer type ' T30 Other non-market
producers’ . The output of local government new construction of buildingsis
reflected as output for own final use(P12). The output of yearly repairsis
recorded as other non-market output (P13).

Intermediate consumption

The intermediate consumption of local government construction of buildingsis
calculated in two stages. Intermediate consumption of new construction is
determined using datain Table 5 (Analysis of expenditure and revenue) of the
financial statistics of municipalities and joint municipal authorities as the total
of items‘ Materials, supplies and goods and ' Other expenditure’ . Asfar as
yearly repairs are concerned, intermediate consumption is assumed to cover
half the output.

Due to adifference of method, the share of intermediate consumption in new
construction of buildings differs from that of renovation. In new construction,
the intermediate consumption can rise, depending on the year, to 59-60 % of
the output. The difference of method in determining intermediate consumption
can be considered to be well-founded in respect that the extent of work
involved inyearly repairsis greater than in new construction.

S14 Households

Output

T10 Market producers

Market producers in the household sector are self-employed persons and
shadow economy workers. The production of both is counted as market output
(P112).

Self-employed households are al business and professional persons whose
employees in the working year number less than two. Output is calculated as
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the total output of items from the Structural Business Statistics and Business
Register data.

The output of shadow economy workers is derived from the imputed hours
worked by such persons. The hourly price for producers for own final use
construction is used as the hourly wage. Output is calculated asin producers for
own final use congtruction. The intermediate consumption share of output is
assumed to be 25 %, i.e. the output consists mainly of added value, in this
instance the value of the work done, because capital consumption is not
counted for income that is undeclared. It is assumed that construction shadow
economy workers mainly work for households who acquire the construction
materials needed.

T20 Producersfor own final use

In self-managed construction of buildings, new construction and renovation
are counted as Output for own final use (P12); yearly repairs are recorded as
market output (P11). The recording of yearly repairs as market output is based
on the fact that production in this case is used as the intermediate consumption
of another industry (' 7021 Ownership and letting of dwellings).

The value added of producers for own final use construction of buildingsis
derived from the imputed hours worked and the hourly construction wage,
omitting employers social contributions and non-wage costs. The
intermediate consumption share is estimated to be 65%. Because neither
compensation of employees nor capital consumption is counted into own-
account production, the value added share of output is 35%. The output of
producers for own final use construction of buildingsisthetotal of added
value and intermediate consumption.

Intermediate consumption

T10 Market producers

The intermediate consumption share of the output of construction of shadow
economy workers is assumed to be a stable 25% of output. The intermediate
consumption share of the output of self-employed persons is determined on the
basis of Structural Business Statistics and Business Register data.

T20 Producersfor own final use

The share of intermediate consumption is fixed at 65% of output.

3.12.2. Civil engineering (4502)

Civil engineering comprises the following SIC95 Industries:

Demolition and wrecking of buildings; earth moving 4511
Test drilling and boring 4512
Construction of bridges, tunnels, electricity lines, etc. 45219
Construction of motorways, roads, airfields and sport facilities 4523
Construction of water projects 4524

Snow ploughing, sanding and salting of roads belongs to Industry 90003.
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3.12.2.1. Main data sources

The main data sources regarding non-financia corporations are the Structural
Business Statistics and Business Register . The extent of foundation work
related to construction of buildings is estimated on the basis of Statistics
Finland’s building construction data.

Government commercial accounts are the data source for central government
civil engineering construction. The principal local government data sources are
the financial statistics of municipalities and joint municipal authorities and data
in the Government of Aland’ s financial statement and report.

3.12.2.2. Calculation method

The civil engineering production and generation-of-income accounts are
calculated at the total of accounts by sector. The civil engineering sectors are
non-financial corporations, central government finances and local government
finances.

3.12.2.3. Calculation by economic activity

Output by sector

S111S14N Non-financial corporations

Output

The output of non-financial corporationsis calculated asthe total of output
itemsin Structural Business Statistics and the Business Register . Output
includes, in addition to subcontracting, the items: turnover, changesto finished
product inventories, conversion for own use and other output. After this, the
share related to foundation work related to and described in building of
complete buildings and parts of thereof (industry 4501) is subtracted from
output. The extent of foundation work is evaluated from datain Statistics
Finland’'s Building Construction Statistics.

Non-financial corporations belong to the producer type ' T10 Market
producers'. In practice, their production is market production in its entirety
(P11). Output for own final use (P12) consists of own-account produced
computer software and amounts yearly to 1-2 million euros.

Intermediate consumption

The intermediate consumption of non-financial corporations, too, is calcul ated
using data from Structural Business Statistics and Business Register.

I ntermediate consumption covers subcontracting in addition to normal
intermediate consumption items.
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S1311 General government

Output and intermediate consumption

Civil engineering by general government financesisrecorded as producer type
T30 Other non-market producers . The source for calculations is central
government commercial accounts.

In national commercia accounts, two industriesin the government’ s charge
query civil engineering output: track development and road devel opment. In the
former case, central government, i.e. the Railway Administration Centre (RHK)
purchases maintenance and construction services from the VR Group (known
earlier as Finnish Railways) and certain other non-financial corporations, so
that this portion of output isincluded in market production figures. Road
development and new construction (intermediate consumption and investments)
until 2000 was both purchased and performed through public works
undertakings.

Data on revenue and expenditure of the Road Administration (TL) are obtained
from central government accounting, but road development or civil
engineering, for example, entail no exact allocation in respect of intermediate
consumption and compensation of employees. Compensation of employees, i.e.
wages and employers’ social contributions, paid by the Road Administration
(Accounts office 453) are calculated in general terms and divided between
production (SIC 4502) and administration (SIC 6302) according to their
respective share in the budget allocation table. The intermediate consumption
of the Road Administration is divided between road development and civil
engineering, assisted by datain central government commercia accounts.
Purchases (Commercia account 4302) made of civil engineering repair and
maintenance services are recorded inter alia in the road development industry’s
intermediate consumption, while purchases of Road Administration services
other than repair and maintenance are included in civil engineering.

I ntermediate consumption recorded in other commercial accountsis, according
to the definition of each account, allocated to one or other industry so that
materia procurement and equipment rentals are in the civil engineering
industry, and rent of premisesisin the road development industry. Finaly, the
total of the value-added tax paid on inputs, to be found in central government
commercia accounts, is added to intermediate consumption of industries. By
adding employee contributions (wages and employers' social contributions) by
industry and fixed capital consumption obtained from the capital stock model,
value added by industry at basic pricesis obtained. Output by industry at basic
pricesis obtained by adding intermediate consumption at purchasers’ prices by
industry to added value.

Operational road development is the responsibility of the Finnish Road
Adminigtration, and civil engineering as such is the responsibility of its
production department (earlier called Road Districts). The Finnish Road
Administration’ s production activities were hived off at the start of 2001 to the
Finnish Road Enterprise, an unincorporated state enterprise which actsin the
enterprise sector of the national accounts as a market producer in the civil
engineering industry (Industry 4502). country’s national highways are
administered by the Finnish Road Administration, which procures the new
construction, repair and maintenance services required from non-state sector
tenderers of services. The Finnish Road Administration is classified in the
national accounts as an Other non-market producer belonging to the state sector
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and operating in the road development industry (Industry 6302). Since 2001,
public worksis no longer involved in civil engineering industry production.

A similar problem arises when ca culating investmentsin civil engineering and
road development as arose with compensation of employees and intermediate
consumption: the datain central government commercia accountsyield the
investments made by the Finnish Road Administration only in genera terms
and does not split them into administration and production as such. When the
Finnish Road Administration was divided into the Finnish Road Administration
and the Finnish Road Enterprise in 2001, some of the former Road
Adminigtration’s property was conveyed to the Finnish Road Enterprise by a
so-called administrative transfer. Investments made earlier (1975-2000) by the
Road Administration were then divided between road development and civil
engineering in the same proportion as property was divided between the
Finnish Road Administration and the Finnish Road Enterprise at the start of
2001, for it may be assumed that property transferred to the Road Utility wasin
fact the property needed in production activities, and which was procured for
civil engineering production. Divided in this way, the Road Administration’s
investments were split between the road development (industry 6303) and civil
engineering (industry 4502) industries as follows:

ECONOMIC ACTIVITY SIC 6302 SIC 4502

P5122 32 % 68 %
P5111 80 % 20 %
P51121 81 % 19%
P51122 100 % 0%
P51131 0% 100 %
P51132 34 % 66 %

Thetable shows that al investmentsin civil engineering and most of thosein
residential and non-residential construction of buildings are allocated to
industry Road development (industry 6303). All investmentsin transport
equipment and most of those in machines, equipment and software are
allocated to the civil engineering industry.

To the Road Administration’ s investments is added the value-added tax paid on
investment goods to be found in general government commercia accounts, the
total of which isalso to be found in the same accounting data.

Annual consumption of fixed capital is obtained from the capital stock model
both by industry and by sector and is described in more detail in Section 4.12.

S1313 Local government

Output and intermediate consumption

The account for local government civil engineering production isin two parts.
Maintenance is calculated on the basis of the municipal finances' account task
"460 Traffic routes” This task category yields compensation of employees,
intermediate consumption and sales items. The corresponding figures for the
Government of Aland are added to these figures. Additionally, value-added tax
is added to intermediate consumption. The output (P1) is obtained as the tota
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of added value and intermediate consumption and it is divided into salesitems
(P11, P139 and P13). The P13 item to be factored into government final
consumption expenditure is obtained as aresidual (P1 — P11 — P139).

Other new construction of civil engineering is based on investments
information. The source used is the total of civil engineering investmentsin
industries other than ' 6302 Road development’. The item covers new
construction other than roads and streets. Because the municipality’ s technical
department produces these construction services, this investment demand must
exigt in civil engineering output also in order to balance supply and demand.
Due to the scarcity of source material, all the output is considered as market
output (P11). The cost of the service provided by the municipality can be
broken down by dividing the output from Table 5 of municipal financia
statistics by the ratio of intermediate consumption and staff coststo
compensation of employees and intermediate consumption. The intermediate
consumption demand item is considered to be purchased in its entirety from
outside suppliers, so that the supply balancing demand is found on the market
side.

Table 16. Output, intermediate consumption and value added
in Civil engineering by sector in 2000, in millions of euro

P1 P11 P12 P139 P13 P2 B1G

Non-financial 2937 2936 1 0 0 1800 1137
corporations

Central government 357 54 0 0 303 203 154
Local government 650 185 110 124 231 427 223
Total 3944 3175 111 124 534 2430 1514

3.12.3. Construction services activities (4509)

Construction services activities consist of Industry 455 "L easing of
construction machinery and operators'. The industry comprises the following
activities:

- leasing of cranes, hoisting platforms, construction site lifts, etc. machinery
and equipment, including their operators

- leasing of diggers, bulldozers, drilling machines, dredges, etc. civil
engineering machinery and equipment, including their drivers and operators

- leasing of machinery and equipment for the demolition of buildings, including
their operators

Construction services activities are intermediate consumption of construction of
buildings and civil engineering work. Production in the industry exists only in
the non-financial corporations sector. This production isrecorded under
producer type " T10 Market producers’ and transaction ' P11 Market output’.

The main data sources for calculations are the Statistics Finland' s business
register, structural business statistics and the Labour Force Survey.
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Output

The output of the industry at basic prices consists of incomeitemsin Structural
Business Statistics and the Business Register, i.e. the total of turnover, changes
in stocks of finished goods, own-account production and other operating
income.

Intermediate consumption

Intermediate consumption is calculated as a share of output using data specific
to non-financia corporations. Intermediate consumption is purchases less the
total of changesininventory, externa services, leasing income, other rental
income and other costs.

Table 17. Output, intermediate consumption and value added
in Construction services activitiesin 2000, in millions of euro

P1 P11 P2 B1G
Non-financial 165 165 68 97
corporations

3.13. Wholesale and retail trade; repair of motor vehicles,
motorcycles and personal and household goods (G)

3.13.1. Industry designation

In the new system of accounts, the wholesale and retail trade is divided into
five subindustries instead of the three used earlier. This makes the compiling of
national income estimates easier because in the new system the repair and
maintenance industries (502 “Maintenance and repair of motor vehicles’, 527
“Repair of personal and household goods”) are calculated as separate industries
and the accounting principles applied to them are different from those used in
other trade industries.

In national income calculations, trade industries consist of five two- or
three-digit level categories asfollows:

Industry 501, "Sale of motor vehicles and retail sale of automotive fuel”,
includes al wholesale, brokerage and retail sale of new and used motor
vehicles and retail sales of fuel and lubricants. In accordance with the SIC95
Standard Industry Classification, this category includes three-digit level
industries as follows:

501 Sale of motor vehicles

503 Sale of motor vehicle parts and accessories

504 Sale, maintenance and repair of motorcycles and related parts and
accessories 505 Retail sale of automotive fuels

Industry 502, Maintenance and repair of motor vehicles, includes the

maintenance and repair of motor vehicles other than at service stations and the
installation, repair and studding of tyres other than at service stations or during
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manufacture. It contains the corresponding three-digit industry category in
accordance with the SIC95 Standard Industry Classification.

Industry 51, Whol esale trade and commission trade (except of motor vehicles),
consists of the resale of new and used goods to retailers and other wholesalers
and of salefor conversion and allows a purchaser to either acquire ownership of
the goods (wholesale) or not (commission trade). It includes the corresponding
two-digit Industry 51.

Industry 521, Retail trade (except of motor vehicles), contains the sale to
consumers for personal and household use of new and used goods. This
category contains the following three-digit industries in accordance with the
SIC95 Standard Industry Classification:

521 Retail sale in non-speciaised stores

522 Retail sale of food, beverages and tobacco in specialised stores

523 Retail sale of pharmaceutical and medical goods, cosmetic and toilet
articles

524 Retail sale of other new goods in specialised stores

525 Retail sale of used goodsin stores

526 Other non-store retail sale.

Industry 527, "Repair of household goods' includes the repair as a principal
activity of footwear, household electrical appliances, watches, clocks and
jewellery, for example. The repair of persona and household goods contains
the corresponding three-digit Industry 527 category in accordance with SIC95
Standard Industry Classification.

3.13.2. Main data sources

The main data sources for nationa income estimates in the trade sector are
those compiled by Statistics Finland: the Business Register, structural business
statistics, sales statistics for wholesale and retail sale, Labour Force Survey and
different indices, including the level-of-earnings index and the consumer price
index.

One of the key aimsin the reform of national accounting has been the critical
and systematic review of sources and methods. The reliability and
exhaustiveness of source materials have been crucia to this reform. In recent
years, aradical renewa has taken place in many key fundamental statistics
from the standpoint of national income estimates. The chief aim wasto provide
reliable, exhaustive and consistent basic materia to users both asto
classifications and definitions.

The business register is used to determine national income estimatesin the
trade sector, including those for output, intermediate consumption, value added
levels and wage and salary levels.

From statistical year 1994, the tax administration’s business income tax data
has been a new data source for structural business statistics about trade.
However, surveys sent directly to non-financial corporations still remain the
main data source for structural business statistics. Data about non-financial
corporations not surveyed are obtained in the tax administration’ s business
income tax data, supplemented with data from the business register. The
structural business statistics on trade industries have been exhaustive aggregate
datasince statistical year 1994.
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The direct survey applying to the structural business statistics for statistical year
1996 was sent to all non-financial corporations employing more than 10
personsin the trade sector. Data on smaller non-financia corporations were
based on business income tax and business register data, while incomplete and
unreturned survey data were filled out by the same means.

Sales statistics for trade

Sales statigtics for trade were changed from the start of 1998 to comply with
Council Regulation (EEC) No 2186/93 on short-term business statistics and
Eurostat recommendations. The industry’s classification was changed to the
SIC95 standard classification of industry, based on NACE Rev. 1. The
statistical base year was aso changed from the start of the year so that
1995=100. In addition, new price indices in accordance with the COICOP
Classification were adopted for retail trade.

Amountsin (Finnish) marks are omitted from the reformed statistics and data
are shown only asindices. Sales and turnover data denominated in marks by
industry will be precise and exhaustive after a half year’s delay, when value
added tax data will be completed and revised. In keeping with the nature of the
trade cycle, the focusin statistics will be on the reliable estimating of a change
in sales.

Sales data are still gathered directly from enterprises, but are also drawn from
data on payment controls of value-added tax and employers' contributions. The
biggest companies by turnover from each industry in Finland are selected for
the survey and roughly 600 trade sector companies take part in the direct
survey.

Direct callection data, in addition to data supplied by tax authorities, are
necessary for two reasons. First, the tax data are not available to Statistics
Finland sufficiently soon to meet the timetabl e restrictions of the European
Union’'s short-term statistics regulation. Second, quality standards demand the
settlement of the key secondary activities of the biggest conglomerates for the
sake of industry clarity. Focusing on big companies ensures that most of the
turnover by industry will support advance estimates to be calculated in their
regard.

In the context of sales statistics, a change has been effected from establishment
statistics to enterprise statistics. This statistical unit change has both advantages
and drawbacks. The advantage is that the change has made it feasible to avail of
the tax administration’s data, which lowers the response burden on enterprises
and facilitates the compilation of fully exhaustive trade cycle statistics.

The drawback isthat statistical purity by branch of activity may suffer. Each
enterpriseis classified in Statistics Finland’ s business register by itsmain
industry. Individual enterprises may operate in more than one industry. This
may lead to the allocation of excessive turnover to one industry to which it does
not belong while it is omitted from another. The clarification of secondary
activities mentioned above aleviates this problem. Another drawback is that
busi ness adjustments cause more problems in relation to timely benchmarking
of statistics. Direct collection data are designed to be easily benchmarked with
the tax administration data so that they can be used to supplement and revise
tax data. In the matter of projected estimates, one can speak strictly of turnover
development in the biggest companies on the basis of direct surveys.
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Direct survey data permit quick estimates to be made of sales development
levels overall and for certain key industry levels, which then become more
precise based on the tax administration’ s data. The classification of industries
for both industry classification from direct survey and the tax administration’s
datais based on the SIC95 Standard Industrial Classification. Distribution of
industry statistics, supplemented by the tax administration’ s data, is as follows:
50 Sale, maintenance and repair of motor vehicles and motorcycles; retail
sde of automotive fuel
0.1 Sale of motor vehicles
0.2 Retail sale of automotive fuel

51 Wholesale trade and commission trade, except motor vehicles and
motorcycles
1.1 Commission trade
1.2 Wholesale trade of agricultural raw materials and live animals
1.3 Wholesale trade of nutrients and stimulants
1.4 Wholesale trade of household goods
1.5 Wholesale trade of non-agricultural intermediate products, waste
and scrap
1.6 Wholesale trade of machinery, equipment and supplies
1.7 General wholesae
- including other wholesale
52 Retail trade, except motor vehicles
2.1 Retail trade of non-specialised foodstuffs
2.2 Retail trade of specialised foodstuffs
2.3 Retail sale of acoholic and other beverages
2.4 Department stores
2.5 Retail sale of pharmaceutical and medical goods, cosmetic and toilet
articles
2.6 Retail sale of textiles and apparel
2.7 Retail sale of footwear and leather goods
2.8 Retail sale of furniture, lighting equipment and household articles n.e.c
2.9 Retail sale of eectrica household appliances, electronic entertainment
and music goods
2.10 Retail sale of hardware, paints and glass
2.11 Retail sale of books, newspapers and stationery

2.12 Retail salein thefield of photography

2.13 Retail saleinthefidd of optics

2.14 Retail sale of goldsmith art work, clocks and watches

2.15 Retail saleinthefield of sports, boats and boating equipment

2.16 Retail sale of computer and tel ecommuni cations equipment and office
machines

2.17 Other retail sale

2.18 Retail sale viamail order houses

2.19 Retail salein outdoor markets and marts and of used goodsin stores.

The relevance of trade statistics in compiling the annual national accounts
becomes clearer, especially when projecting advance figures. In keeping with
the nature of the trade cycle, trade statistics are available to investigators sooner
than a couple of other key statistics: the Business Register and structural
business statistics on trade. Trade statistics offer data not only about
development of the value of sales, but also about prices and volume of sales.
Trade statistics can be utilised to compile figures at fixed prices.
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3.13.3. Calculation methods

Output

The output of trade industriesis what is termed the trade margin, or
commission on trade, the difference between the buying price paid and the
price a which it is sold.

When compiling the final accounting figures, two key basic statistics are
available: the business register and the structural business statistics. Both
statistics have undergone the renewal process applying to classifications and
exhaustiveness. They are exhaustive aggregate data based on direct surveys
conducted of enterprises and establishments and on the tax administration’s
database.

The unit in structural business statistics isthe enter prise. Statistics Finland's
business register collects data both by enter prise (in the business register) and
by establishment (in the establishment register). The structur e of national
income estimates isto be found in structural business statistics (e.g. the
percentage of output in turnover) and the levels are to be found in the business
register (turnover and wage and salary levels) with the establishment as the
unit. The so-called business statistics approach is used in national income
estimates in the trade sector, which the EU Gross National |ncome Committee
decided to recommend as a more feasible cal culation method in trade
industries. The method will become obvious from the ensuing explanation.

Output in the trade sector at basic prices comprises market output and output
for own final use (computer software).

Estimates of trade industry output (501 "Sale of motor vehicles', 51
"Wholesale trade and commission trade”, and 521 "Retail trade") start with
turnover. Changes in finished product inventories, production for own use,
other output from business activities and change in inventories are all added to
turnover, in accordance with structural business statistics. Goods for resale
purchased in the financia period are deducted.

In other return on business activities, capital gains from the sale of fixed assets
are distinguished from other return of a more permanent kind, such as rental
income. Capital gains on sales of fixed assets do not count as output because
they do not comply with the national accounting concept of income. Separating
them from other return on business activities is awkward because methods of
recording rental income and capital gains on sales of fixed assets in financial
statement data can vary greatly between enterprises. Starting in statistical year
1998, the capital gains on sales of fixed assetsin structural business statistics
have been separated from other operating income (See the enterprise statistics
guestionnaire applying to Hotels and restaurants). Hence, an accurate, adjusted
figure applying to other operating costsis obtained for the national accounts.

National income estimates for trade are produced at the three-digit level and
aggregated at the two-digit level. The relative share proper to output in turnover
is determined by means of structural business statistics. The level of output in
the national accounts is determined from turnover in the three-digit
establishment register by using the ratio to be found in structural business
statistics. Exact as this cal culation method may be, it leads to discrepanciesin
totals (at the two-digit level) because turnover levelsin the establishment

92/371



ESTAT-2003-10412-01-00-EN-TRA-00 (FI)

register and structura business statistics may vary alot at the three-digit level
due to different statistical units employed in these two exhaustive statistics. In
the establishment register, the unit is the establishment and in structural
business statistics, it is the enterprise.

Thetrading of oil and oil products, which is not counted as part of Finland’s
GDP, was deducted from the turnover of wholesale trade (Industry 51). The
explanation for thisisthat the foreign subsidiaries of the Finnish oil company
buy and sell oil products without such products ever passing through Finland.
In addition, the wholesale output was raised FIM 397 million in aonetime
operation in 1995. Thiswas due to an inventory reimbursement paid to Avena
Oy (the former national grain store) on the accession of Finland to the
European Union. The calculation method in use for repair industries (502
"Maintenance and repair of motor vehicles" and 527 "Repair of household
goods") differs from that used in other trade industries. In repair industries, the
output is approximately equivalent to turnover. In industries such as these,
purchases during the financial period and changes in inventories are treated as
part of intermediate consumption.

The estimates of output in repair industries start with turnover. Changesin
finished product inventories, production for own use and other output from
business activities are added to turnover in accordance with structural business
statistics. Other return on business activities is rectified using the same methods
asin the trade industries.

During the course of reform, the way in which management establishments and
management companies were treated in nationa accounts industries and sectors
was standardised in accordance with ESA 1995. Because the level of returnis
calculated using the establishment register, neither head offices of enterprises
nor those of management businesses in trade are included in the trade industry.
Instead, they belong to Industry 74150 (Management companies). Head offices
of management businesses are also not included in the calculation of
intermediate consumption.

Allin all, turnover in the trade sector increased in 1996 by some FIM 240
million due to management companies. They increased the total output of trade
by FIM 50 million.

Several research projects focused on the existence of the hidden economy in
trade sectors. Research data were often based either on direct surveys sent to
enterprisesin the trade sector or on tax auditing data. The consulting firm of
Pekka Rytkdnen Oy produced a breakdown of the hidden economy for
Statistics Finland.

In the view of experts, the hidden economy does not play a big part in total
salesfor trade. The main reason is the concatenation of trade around large
corporations and the marginal market share of independent small shopkeepers.
Based on the 1995 survey by the Federation of Finnish Commerce and Trade
(KKL), it was concluded that the share of the hidden economy intradeis1 -5
%. The possible value of the hidden economy in proportion to total retail sales
came to between FIM 1.4 — 7.0 billion in 1995. Value added came to roughly
FIM 140-170 million. These figures do not include undisclosed repairs of
motor vehicles, household appliances and the like, which could raise estimates
of the hidden economy by afew million marks.

According to the tax administration’ s auditing statistics, the total value of the
hidden economy amounted to FIM 740 million, based on findings for 1997.
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The trade sector amounted to 17 % of this, or FIM 126 million. Additionsto the
income of an enterprise are one of the tax administration auditing office's key
sources, as far as the nationa accounts are concerned. Hidden income can
reduce the output of trade sector industries and thereby reduce value added.
Undisclosed income of employees or hidden dividend distributions to owner
entrepreneur, which are part of the value added of the industry, are not as
problematic for Finland’ s national accounts as concealed income. Thereasonis
that the GDP level is determined by the production method (Output —
Intermediate Consumption), which permits an industry’ s value added to be
calculated, onceits output level and share of intermediate consumption are
known.

The firm of Pekka Rytkonen Oy Consultants, has made estimates of the
possible size of hidden income and its influence on output on the basis of the
tax administration’ s auditing data. Income concealed in the calculation of the
tax audit (additions to the income of the enterprise) is correlated by branch of
activity to the turnover of the audited cases. Multiplying the share of turnover
for any concealed income in the audited cases by the turnover data for the
population of the equivalent industries resultsin the so-called imputed starting
value of the industry as awhole. These values produce too high an estimate for
undisclosed income since the mgjority of enterprises manage their affairs
without reproach. It is presumed that the real undisclosed income, or missing
turnover, of an industry is closer to 2040 % of the starting value of
undisclosed income.

The share of output attributed to concealed incomeis high in certain trade
sectors (car sales, repairs, outdoor markets, etc.). Bypassing the cash desk is
easy in such industries because most of the customers are private individuals.
According to the estimates made by Pekka Rytkénen Oy Consultants, imputed
concealed income in the trade sector stood at between FIM 222—-444 million in
1997, according to tax administration auditing. This would have come to
roughly 0.3-0.6 % of output in the trade sector in 1996.

Research into tax auditing data clearly indicates that the hidden economy stands
at afairly modest level in the trade sector. Againgt that, the population used by
Pekka Rytkdnen Oy Consultants, includes only small trade sector enterprises.
By omitting mid-sized and large enterprises from the fundamental set, hidden
economy activity in these enterprises also remains unquantified.

In the reform of national accounting, the trade output was raised by FIM 1 500
million from the level at which it stood in 1996, based on the officia
establishment register. The value added amounts to 500 million marks. This can
be interpreted as the hidden economy augmenting the official level. The margin
seems to reflect roughly estimates put forward for the hidden economy in the
trade sector. A further starting point was the concept of the possible
underrepresentation of turnover in the trade sector from the establishment
register. It is not necessarily a question of hidden economy, but also of
improving exhaustiveness (turnover, wages and salaries) in the trade sector.

Statistics Finland’s Labour Force Survey defines employment levelsin the
national accounts. This survey, and through it employment in the national
accounts, contains at least some hidden economy employment. A satisfactory
employment level raises wage and salary levels above those found in the
establishment register. Wage and salary levels can be perceived by multiplying
the number of employed by their estimated yearly earnings or the estimated
hours they work by the hourly rate of wages and salaries. If the operating
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surpluslevel isregarded as stable, raised wage and salary levelswill increase
value added and output.

The aboveisafairly general estimate of the hidden economy. National income
estimates of the hidden economy will become more precise with improving
data. Thiswill also be supported by even wider utilisation of many materials
(Labour Force Survey, sideline/overtime work done by employees, income
digtribution statistics, tax auditing materials, etc.).

Intermediate consumption

Intermediate consumption of trade (a proportional share of output) is calculated
by means of structural business statistics. Included in intermediate consumption
are external services, leasing rents, other rents and other fixed and variable
expenses. Staff costs may contain some intermediate consumption items also,
such as staff training and recreation expenses. Evaluating these itemsis
difficult because final accounting practices among businesses vary considerably
in relation to how training and other staff related expenses are recorded in
accounts. Such items may include in non-wage labour costs and miscellaneous
expenses. In order to calculate compulsory socia contributions out of wages
and salaries, precise percentages (portions of wages and salaries) are agreed
each year. These compulsory contributions are then compared to non-wage
labour costs for the industry. Deducting compulsory social contributions from
non-wage labour costs leaves "Voluntary socia contributions and other non-
wage labour costs' (related to intermediate consumption). The percentage data
in the Statistics Finland publication ” Labour Force Costs in the Private Sector”
are used in order to calculate voluntary social contributions, and other staff
costs relating to intermediate consumption come out as the residua. The share
of other staff costsin 1996 was roughly 0.3 % of output in wholesale (Industry
51), or FIM 120 million.

In repair and maintenance industries (Industry 502 and 527) the calculation of
intermediate consumption differs from other trade industries. In these two
industries intermediate consumption includes both goods for resale purchased
aswell as changein inventories. Increase in the change in inventories reduces
the intermediate consumption.

Calculation of intermediate consumption follows the same principles as
calculation of output. The proportional share of intermediate consumption
output is calculated, in accordance with structural business statistics, at the
standard industry classification three-digit level. Thisthree-digit level
percentageis applied to output as calculated from the level in the establishment
register. Intermediate consumption is calculated at exactly the standard
industrial classification three-digit level and is aggregated, or added up, at the
two-digit level (e.g. at thelevel of the entire wholesale trade). After
aggregation, intermediate consumption is adjusted in two ways. First, financial
leasing, which cannot be included in intermediate consumption of trade, is
deducted. Financial leasing in the wholesale and retail trade (Industry G)
amounted to FIM 248 million in 1996. Since no accurate distribution by
industry wasin use, financial leasing was divided roughly in proportion to
turnover. In the trade sector, the lion’'s share of financial |easing went to the
wholesale and commission trade (Industry 51) to the tune of roughly FIM 146
million. The share of financial leasing in the sale and repair of motor vehicles
remained at FIM 37 million and in retail salesat FIM 64 million.
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The second item deducted from intermediate consumption is computer
software. Roughly FIM 400 million was spent on computer software in the
trade sector, i.e. intermediate consumption was reduced and investments
increased by this amount.

3.14. Hotels and restaurants (H)

3.14.1. Designating the industry
Hotel and restaurant activities are divided into two subindustries.

Industry 551, Hotels, includes the provision of lodgings for overnight stay by
clientsin return for payment. This category includes the following three-digit
industries in accordance with the SIC95 Standard Industry Classification:
551 Hotels
552 Camping sites and other provision of short-term accommodation

Industry 553, Restaurants, includes prepared meals, the sale of other food
servings and beverages and catering. It includes the corresponding three-digit
industries in accordance with the SIC95 Standard Industry Classification:

553 Restaurants, café/restaurants and food kiosks
554 Coffee and beverage bars
555 Staff and ingtitutional canteens and catering

3.14.2. Main data sources

The main data sources of national income estimates in the hotels and
restaurants sector are those compiled by Statistics Finland: the Business
Register, structural business statistics, the Labour Force Survey and different
indices, including the index of wage and salary earnings, the consumer index
and the pocket statistics compiled by the Finnish Hotel and Restaurant
Association (SHRL).

The Business Register is used to determine national income estimatesin the
hotel s and restaurants sector, including those of output, intermediate
consumption, value added levels and wage and salary levels.

Statistics Finland' s structural business statistics are drawn up annually by
branch of activity on the basis of the profit and loss account and bal ance sheet
data of enterprises. The statistical unit is the independent enterprise. The direct
survey applying to structural business statistics of the hotels and restaurants
industry for statistical year 1996 was sent to all enterprises employing more
than 20 staff in this sector. Data on smaller enterprises were based on business
income tax and business register data. Incomplete and unreturned survey data
were filled out by the same means.

Hotels and restaurants sector pocket statistics

The hotels and restaurants sector pocket statistics are compiled by the Finnish
Hotel and Restaurant Association (SHRL), which isthe umbrella organisation
of the hotels and restaurants sector. It speaks for over 90% of enterprisesin the
sector.
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The pocket statistics avail of many data sources and collects independent data
about the sector. The statistics reflect the number and devel opment of
establishments, distribution of licencesto sell beverages and restaurants sales
by proprietor group, accommodation capacity and occupancy rates, total sales
by industry, sales of restaurants with licences to sell beverages, overnight stays
in registered lodgings, price trends, cost structure by branch of activity,
developments in productivity, employment and wage levels, number of
full-time staff by occupation employed in restaurants with licences to sell
beverages, average hourly rates of wages and salaries for regular work and
consumer spending by household. Cost structures are analysed separately by
industry for restaurants with licences to sell beverages, and hotels and coffee
bars. The relative share of assets used, labour costs, miscellaneous costs,
operating income, depreciation and trading profit are calculated.

The hotels and restaurants sector pocket statistics are based partly on aggregate
data and partly on samples. Data applying to the cost structure are based on the
latter. The pocket statistics are reliable with respect to hotels and restaurants
because the Finnish Hotel and Restaurant Association covers amost the entire
business. The sampling fraction of the pocket statisticsislow for the turnover
of coffee bars and small restaurants with licences to sell beverages. All in al,
their role in compiling national accounts figures for hotels and restaurants has
diminished. The reason is that most of the facts are based on data from
Statistics Finland, e.g. statistics on tourism. Most of the dataiis available
directly from Statistics Finland.

3.14.3. Calculation methods

Output

There are two key basic statistics available to compile final accounting figures
in the hotels and restaurants sector: the Business Register and structural
business statistics. Both are exhaustive statistics whose data are based on direct
surveys sent to enterprises and establishments, and the tax administration’s
database.

The unit in structural business statisticsisthe enter prise. Statistics Finland's
Business Register collects data both by enter prise (in the business register) and
by establishment (in the establishment register). The structure of nationa
income estimates for the hotels and restaurants sector isto be found in

structural business statistics (intermediate consumption percentage of
turnover/output) and the levels are to be found in the Business Register
(turnover and wage and salary levels) with the establishment as the unit. The
so-called business statistics approach is used in national income estimatesin the
hotels and restaurants sector.

Output at basic pricesin the hotels and restaurants sector comprises market
output and output for own final use (computer software).

Calculations of output in the hotels and restaurants sector start with turnover.
Changesin finished product inventories, production for own use and other
output from business activities are added to turnover in accordance with
structural business statistics.

In other profits on business activities, capital gains on sales of fixed assets are
differentiated from other return of amore permanent kind, such as rental
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income. Capital gains on sales of fixed assets do not count as output because
they do not comply with the national accounts concept of income. Separating
them from other return on business activities is awkward because methods of
recording rental income and capital gains on sales of fixed assets in financial
statement data can vary greatly between enterprises. Starting in statistical year
1998, the capital gains on sales of fixed assetsin structural business statistics
have been separated from other operating income (See the enterprise statistics
questionnaire applying to hotels and restaurants). Hence, an accurate, adjusted
figure applying to other operating costs is obtained for the national accounts.

Estimates for hotels and restaurant activities are made at the three-digit level
and aggregated at the two-digit level. The relative share of output to turnover is
defined by means of structural business statistics. The level of output in the
national accountsis defined from turnover in the three-digit establishment
register using the ratio to be found in structural business statistics. Accurate as
this cal culation method may be, it leads to discrepanciesin totals (at the
two-digit level) because the turnover levelsin the establishment register and
structural business statistics may vary alot from each other at the three-digit
level, dueto the different statistical units employed in these two exhaustive
statistics. For the establishment register, the basic unit is the establishment and
for structural business statistics, it is the enterprise.

During the course of reform, the way in which management establishments and
management companies were treated in industries and sectors for the national
accounts was standardised in accordance with ESA 1995. Because the levels of
return are calculated through the establishment register, neither the head offices
of enterprises nor those of management businesses in the hotels and restaurants
sector areincluded. Instead, they belong to Industry 74150 (Management
companies). Head offices of management businesses are also not included in
the calculation of intermediate consumption.

Allin al, turnover in the hotels and restaurants sector increased by some FIM
36 millionin 1995 due to management establishments. They increased the total
output by a corresponding figure and increased wages and salaries in the hotels
and restaurants sector in 1995 by FIM 8 million.

According to the tax administration’ s auditing statistics, the total value of the
hidden economy amounted to FIM 740 million, based on findings for 1997.
The hotels and restaurants sector amounted to some 8 % of this, or FIM 58
million.

The share of output attributed to concealed income is high in certain sectors of
hotel and restaurant activities (small and medium-sized premises with Grade |11
strength beer licences). Bypassing the cash desk is easy in such industries
because most of the customers are private individuals. According to estimates
by Pekka Rytkénen Oy Consultants, imputed concealed income in the hotels
and restaurants sector in 1997 were between FIM 369-739 million according to
tax administration auditing. In 1996, this would have amounted to roughly 1.7—
3.4 % of output in the sector.

Statistics Finland *s Labour Force Survey defines employment levelsin the
national accounts. This survey and through it the employment level in the
national accounts contain at least some hidden economy employment. A
comprehensive employment level will raise wage and salary levels above those
in the establishment register. The wage and salary level can be deduced by
multiplying the number of employees by their estimated yearly earnings, or the
estimated hours they work by the hourly rate of wages and salaries. If the
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operating surplus level is regarded as stable, the raised wage and salary levels
will increase value added and output.

The aboveis afairly general estimate for evaluating the hidden economy in the
national accounts. Further clarifications are needed by wider utilisation of
different materials: the Labour Force Survey, secondary/overtime work by
employees, income distribution statistics, tax auditing materials, etc.

Intermediate consumption

Intermediate consumption of hotel and restaurant activities (a proportional
share of output) is calculated by means of structural business statistics. It
includes purchases of goods for resale, changes in inventories, external
services, leasing rents (financial leasing is deducted, however, figures for which
are obtained from the sector investigator responsible for the financial institution
sector), other rents (excluding rents for civil engineering) and other fixed and
variable expenses. Staff costs may include some intermediate consumption
items also, such as staff training and recreation expenses. Evaluating these
itemsis difficult because final accounting practices among businesses vary
considerably in relation to how training and other staff related expenses are
recorded in accounts. Such items may include in non-wage labour costs and
miscellaneous expenses. In order to cal culate compulsory socia contributions
out of wages and salaries, precise percentages (portions of wages and salaries)
are agreed each year. These compulsory contributions are then compared to
non-wage labour costs for the industry. Deducting compulsory social
contributions from non-wage labour costs leaves "V oluntary social
contributions and other non-wage labour costs' (related to intermediate
consumption). The percentage data in the Statistics Finland publication

" Labour Force Costsin the Private Sector” are used in order to calculate
voluntary socia contributions, and other staff costs relating to intermediate
consumption come out as the residual .

Calculation of intermediate consumption follows the same principles as
calculation of output. Intermediate consumption’s proportional share of output
is calculated, in accordance with structural business statistics, at the standard
industry classification’s three-digit level. Thisthree-digit level percentageis
applied to output as calculated from the level in the establishment register.
Intermediate consumption is calculated at the standard industrial classification
three-digit level and is aggregated or added up, at the two-digit or at the
aggregated three-digit level (e.g. at the entire accommodation activities level:
Industry 551 and 552 are added). After aggregation, intermediate consumption
is adjusted in two ways. Financial leasing, which cannot be counted in
intermediate consumption, isfirst deducted. Financia leasing in the hotels and
restaurants sector (Industry H) amounted to FIM 46 million in 1996. Since no
exact breakdown by industry was employed, financia leasing is broken down
roughly in the proportion of turnover to leasing rents. For lodgings activities,
financial leasing (Industry 551) was roughly FIM 14 million. The share of
financial leasing in restaurant activitiesremained at FIM 32 million. The
undivided item for financial leasing in the whole hotels and restaurants branch
is obtained from the sector investigator in charge of financial ingtitutions.

The second item to be deducted from intermediate consumption is that of
computer software. Software investments include purchased applications,
databases purchased as a service or self-built; software produced on own
account and system design and set up; design and set-up of information systems
purchased as a service from data processing services businesses; consulting and
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training supplied as part of the acquisition and installation of systems.
Computer programme investments were cleared centrally for the time series
1975-1999.

Computer programme investments for each industry are found by adding up the
items "Production for own use" and " Separately purchased software”. The
software investment calculator broke down conversion for own use among
industries. There isfairly precise data by industry available. Production for own
use is added to industry investments. In addition, in the market production
producer type (to which hotel and restaurant activities belong) production for
own final useis deducted from market output and added to output for own final
use.

No accurate information by industry has been found for separately purchased
software. Sector investigators must each allocate the software to the exact
industry. Separately purchased software is deducted from intermediate
consumption for the industry and added to investments.

3.15. Transport, storage and communication (1)

Transport and communications as a part of GDP has grown mainly due to the
rapid rise in data communications in the 1990s from just over 8% to above 9%.
Its share of investment in the economy has risen at the same time from just over
11% to 17%, while the share of those employed has remained stable at around
8%.

This chapter focuses on market output of transport and communications.
Non-market producers of transport and communications are described in
Section 3.15.4.

In this case, the production of transport activities and related services and of
communications market output are the subject of review. The calculation aso
covers management companies and management establishments belonging to
transport communications businesses, computer software production for own
final use and the so-called hidden economy.

Transport activities that produce market commodities include the carriage of
goods and passengers on land, on water and by air. Key market services related
to transport are terminal, storage, cargo handling and parking services, and the
brokerage of transport and travel. Postal, mailing and courier services and
broadcast programme transmission services belong to telecommunications
market producers.

Transport by private motor vehiclesis not production of a market commaodity.
Transport organised by other industriesis considered to be an ancillary activity
of the producer industries concerned. Enterprises engaged in the maintenance
and repair of vehiclesfor transport are treated in calculations as the purchase of
services from suppliersin their own establishment.

General government units are units ancillary to transport engaged in the
production of public services, but local authority harbours and transport
services are treated as transport market producers, for example. Units
producing other non-market output related to transport are treated with the
description of general government and non-profit ingtitutions in Sections 3.18
and 3.20.
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The construction and maintenance of railways, roads and waterways and of
telecommunications networks belong to construction activities.

The aggregate figures for transport and communications are shown in atablein
the same form as the data collection framework, with data for output, wages
and salaries and numbers of employed persons.

Table 18: Aggregate calculations for transport and
communications by industry

PRODUCTION, WAGES AND Establish- Output Wages  Total Employees Self-

SALARIES AND EMPLOYMENT 1997 ments  (FIM and  employed employed
mill.)  salaries persons

(FIM mill.)

l. Transport, storage and 24187 94545 18463 164619 142000 22019

communications

IA. Transport and storage 23727 73664 12959 118163 96 575 21 588

60 Land transport; transport via 20981 30325 6341 74754 53973 20781

pipelines

601 Rail transport 3 3874 1414 10243 10 243

602+603 Other land transport and 20979 26451 4927 64 511 43730 20781

transport via pipelines

6021 Bus, tram and underground train 480

transport

60211 Tram and underground train 2

transport

60212 Scheduled bus transport 369

60231 Non-scheduled bus transport 109

6022 Taxi transport 8 381

60220 Taxi transport 8 361

60239 Other land passenger trans. 20

6024 Freight transport by road 12 116

60300 Transport via pipelines 1

61 Water transport 353 8389 1749 10935 10 674 261

61100 Sea and coastal water trans. 239

61200 Inland water transport 114

620 Air transport 128 7614 1190 5883 5 866 17

62100 Scheduled air transport 63

62200 Non-scheduled air transport 65

63 Supporting and auxiliary transport 2265 27 336 3679 26 591 26 062 529
activities

6301 Railway development 1 1659 18 100 100

6302 Road development 3 8830 328 3000 3000

6303 Supporting air transport 26 1034 319 1958 1944 14
activities

6309 Other supporting and auxiliary 2235 15813 3014 21533 21018 515
transport activities

6310 Cargo handling and storage 340 2839 888 5932 5857 75
63110 Cargo handling 176

6312 0 Storage and warehousing 164

6321 Supporting land transport 385 2144 346 3067 2962 105
activities

63211 Bus stations 83

63212 Road transport terminals 102
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63213 Paid parking

63219 Other supporting land transport
activities

6322 Supporting water transport
activities

63221 Harbours

63229 Other supporting water transport
activities

6330 Activities of travel agencies
6340 Activities of other transport
agencies

63401 Forwarding and freighting
63409 Other transport agency services
IB. Post and telecommunications
641 Post and courier activities
64110 National post activities

64120 Courier activities other than
national post activities

642 Telecommunications

64201 Telephone communications
64202 Other telecommunications

64203 Programme transmission services

51
66

90

52
38

738
682

444
238
460
264

2
262

196
62
92
42
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2161

6 251
2418

20 881
6704

14177

560

498
722

5504
2992

2512

3301

4232
5001

45 856
28 389

17 467

3.15.1. Main data sources and calculation method

3217

4049
4873

45 425
27 997

17 428

24

183
128

431
392

39

The basic framework for calculating market output, wage and salary levels and
employment levelsisthe businessregister (Y TR) published annually by
Statistics Finland. The statistical unit denotes, except for certain exceptions, the
establishment, and economic activities denote turnover, wages and salaries, and
number of staff.

Because Business Register do not cover any other relevant data from the
standpoint of compiling production accounts, recourse is had to the cost
structure data in Statistics Finland' s structural business statistics for estimates
of intermediate consumption, social security costs and gross fixed capital
formation. The statistical units of structural business statistics are enterprises
engaged in the transport and communications industry and control focuses on
purchases of materials, supplies and services, rents paid, staff costs and other
costs as well asincreases or decreases in the expenditure of fixed assets of
enterprises and self-employed person households whose main occupation is
transport and communications.

When data collected in the register have been updated, the data content is
checked and any deficiencies are made good using supplemental sources and
special reports. The database is supplemented with the management units of
transport enterprises and public enterprise activities. Key management units
consist of shipping companies engaged in maritime transport and their
management establishments, certain head officesin the forwarding and loading
sector and the group management of the national railways and post. Municipa
public traffic companies, municipal harbour authorities and strategic
stockpiling as part of storage operations belong to public enterprise activities.

When levels of variablesin the register have been supplemented and adjusted,

the annual growth is analysed. Among the supplemented and adjusted data
most used are individual financial statements, business cost structures, business
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performance statistics, central government and local authority financial
statistics and estimates and statistics compiled by interest groups and
businesses.

Calculation items are controlled from the standpoint of the hidden economy on
the basis of separate tax administration reports based on tax audits. The tax
administration defines as belonging to the hidden economy concealed income
of enterprises, undeclared earnings paid to employees and disguised dividends
paid to themselves by self-employed owners. Hidden income from such sources
reduces the actual output of the industry — and hence the worth of added value —
while payments of undeclared earnings and the omission of disguised dividends
distort the components of added value.

The transport industries hidden economy is taken into account as a supplement
added to output calculation items. Figures in payment control (MAVA) data for
taxation turnover by which the new taxable value is cal culated according to tax

administration tax auditing statistics are used as monitoring material for making
estimates.

Evidence of the hidden economy has been exposed mainly in relation to taxi
and truck transport, in which there are alot of self-employed owners and the
use of casual workersis common. About 90 % of all trucking enterprises and
nearly al taxi enterprises are small enterprises owned by professional persons
with less than 5 employees. Because truck and taxi enterprise tax audits are not
conducted every year and their results may be inaccurate, thereis atendency to
estimate the development of hidden income when needed not just by tax audits
but also based on contribution margin cal culations proper to vehicles that have
been raised using the vehicle stock and supposed concealed employment. The
yearly corrections have been made using the number of taxis, average income
(coverage margin) per vehicle compared to other data like Business Register.
Thelevel of hidden incomeis estimated on this base for taxis. The hidden
production of trucks is based on separate study and the yearly level is decided
by comparing the number of trucksto information of Business Register and
SBS and the average/coverage margin per truck.

Only exceptional  instances of the hidden economy occur in industries with a
predominance of business enterprises. On the basis of imputed taxable values, it
is estimated that the hidden economy represents about 4% of output in the
freight transport sector and just over 2% of output in the passenger transport
sector.

3.15.2. Output calculation items

Thetoolsfor calculating annual changes in market output consist of business
register turnover data and calculation items by establishment. The levels and
contents are determined based on the typical distribution of output data derived
from the financial statements of enterprises and other sources. The activated
share of computer programmes produced for own final use in the gross
formation of fixed assetsis calculated as a separate item as well.

Table 19: Output by calculation item (market production)
1997, FIM mill.

Transport, storage and communications
Output at basic prices 829974
Output for own final use 67.0
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Market output 829304
Freight transport by land 21 447.2
Passenger transport by land 88525
Freight transport by water 53732
Passenger transport by water 30154
Freight transport by air 638.3
Scheduled passenger transport by air 5798.5
Non-scheduled passenger air transport 641.4
Other air transport activitiesr 535.5
Cargo handling and storage 2839.0
Ancillary land transport activities 21442
Ancillary water transport activities 1103.8
Ancillary air transport activities 992.7
Travel agencies 6 250.7
Activities of other transport agencies 24177
Letter and parcel t delivery t 3946.7
Other postd services| 730.0
Newspaper delivery 1210.8
Other distribution and courier activities 815.8
Local telephone activities 32499
L ong distance telephone activities 449.0
International telephone activities 1092.7
M obile communications 4900.0
Data transmission 1115.8
Program transmission 113.7

Other non-voice services 3255.9

Transportation consist in addition to passenger and freight transport also other
kinds of production. Cdculation items for transport activities include not only
transport by self-owned or third party owned vehicles, but also publicly
purchased freight and passenger transport services paid by central government
or local authorities, and other services related to transport activities, , insofar as
these services can be construed as occurring in the establishment of transport in
question, such as salesto travellers on board boats or aircraft, independently
operated services at stations or terminals, luggage storage and transfer, and the
like.

Calculation items for supporting and auxiliary transport services include
activities directed both freight and passenger transport activities. Activities
which properly serve freight transport consist of cargo handling and storage,
transport terminals as part of ancillary land transport activities and forwarding
and freighting as part of transport agencies. Activities ancillary to passenger
transport consist of land transport support activities related to bus stations and
paid parking, airport activities and travel agencies. Activitiesancillary to
passenger and freight transport are included in other land transport services
(towing services, land transport management establishments, etc.), in auxiliary
water transport activities and in transport agengies (taxi call centres, haulage
agencies, and thelike).

Data communi cations comprises post and telecommunications. The postal
service includes, besides letter and parcel transport, other related distribution
activities and freight delivery and post office services, of which the most
important are the provision of banking and insurance services. Distribution
other than that related to postal distribution consists of afairly even separation
between newspaper delivery, direct advertising and the delivery of small
parcels.
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The rapid expansion, through the digitisation of networks, of data
communications and new services whose share of production has within afew
years outstripped that of traditiona fixed network services, istypical of
electronic data transfer. In order that accounting better monitor changesin the
service structure, telecommunications cal cul ation items have included not of
only traditional fixed network services, but mobile and data network operations
and the new types of serviceincluded in non-voice services.

3.15.2.1. Land transport

Land transport comprises the following accounting industries: transport via
railway, bus (including underground and tram transport), taxi, freight transport
by road, and natural gas transport via pipeline. Construction, maintenance and
repair of roads, underground routes and tram routes, and of pipe networks and
vehiclesis classified as belonging to separate industries under other headings.

About 80% of haulage in land transport (measured in tonnes) is by road and the
rest is by railway. In ton kilometres, transport viarailway amounts to one fourth
of all passenger and freight transport. The high level of freight transport on
railwaysis due to the fact that they are the principal form of freight transport
(intheforestry, metal and chemical industries) characterised by heavy loads
and long distances. Railway transport amount to about 5% of all passenger
transport.

In addition to its passenger and freight transport, the VR Group (formerly
Finnish Railways) oversees two rail networksin private use, only one of which
isin regular use, the line between Karhulaand Sunila, owned by the timber
processing industry.

The market output of railway transport is calculated mainly in accordance with
the financial statement of the VR Ltd (the Finnish Railways Company), based
on gross return on business activities. Output cal culation items consist of
passenger and freight transport and ancillary rail transport activities. They
include freight and passenger transport on national and foreign-owned rolling
stock and transport subsidies for goods and passengers paid by the State and
other services belonging to rail transport. The level of calculation items also
includes the activities of private stretches of railway. The activities of the VR
Group belong to land transport ancillary activities.

Calculation items for scheduled and non-scheduled bus transport output consist
of passenger and freight transport of private buses and bus, and rail and tram
transport by municipal public traffic companies. Separate calculations are
compiled for private bus transport and municipal transport activities. Output
includes return on sales for transporting passengers on scheduled, contract and
chartered transport, return on sales of post and freight transport and other
returns related to the transport sector, such as renting vehicles and office space,
sales to passengers on board buses and compensation earned for engaging in
local and rural transport. Operations management is also calculated. Chartered
bus transport covers those employed only for charters and the charters of those
who have also scheduled transport.

Data on private bus transport are available from yearly statistics compiled by
the Finnish Bus and M atorcoach Association (LAL) and Statigtics Finland's
structural business statistics for bus transport. Data on municipal transport
activitiesisto be found in annual reports of traffic companiesin Helsinki,
Tampere and Turku and, if necessary, from separate surveys.

105/371



ESTAT-2003-10412-01-00-EN-TRA-00 (FI)

Taxi transport covers the transport of passengers and luggage in professionally
operated vehicles. Roughly 9 000 vehicles are registered as taxis, of which
roughly 3 000 operate in urban areas and the remainder in rural areas. Taxi
station activities are treated as ancillary to land transport and the ordering of
taxis as activity of transport agencies.

Freight transport by road comprises of scheduled and unscheduled haulage
transport in for hire or reward registered trucks and vans. Transport in vehicles
owned by enterprisesisincluded in the industry of the enterprisesin question.

In 1997, roughly 27 000 trucks and 3 000 vans were registered for professional
use. The volume of trucks operating for hire or reward hasfor along time been
roughly half of the total truck stock. The transporting capacity of vehicles, by
using heavier gross weights in articulated vehicles, has grown much faster than
the rise in the number of vehicles supplying solely the individua needs of the
enterprises owning them.

The typica self-employed person in the taxi and truck transport sector earns a
living under a business name or as an self-employed person and gives
employment to not more than four employees. Data in the business register
cover only some of those so employed, based on the number of self-employed
persons assessed in the Labour Force Survey. This may be because the business
register does not accurately reflect the numbers, when it concerns a
self-employed person without salaried staff or whose turnover remains below
the threshold for the register. The problem is solved by the fact that for both
taxis and trucking enterprises, data in accordance with the business register are
approved at existing levels, but calculations for the self-employed are
performed on the basis of data reported in the business income tax register. An
effort is made to factor into projections the hidden economy share of transport.
On the assumption that the missing self-employed activity parallels the growth
of professional activitiesin the industry, data for the latter are recalculated by
increasing the business register data of professionalsin proportion to the
number of professionalsin the business income tax register.

The annual growth in the output of taxi transport is determined on the basis of
the growth in turnover for taxi transport in the business register. The estimated
value of profit from the hidden economy derived from taxi transport contributes
to the level.

Theleve of output of freight transport by road is carried over with the changes
in the share of turnover, adjusted for any change in the number of trucking
enterprises and salf-employed in the business register.

In Finland, transport by pipeline as a distribution industry separate from
production processes consists only of the transfer of natural gasfrom the
national border to the final user. The activities of natural gas distribution
companies and the manufacture and distribution of other substances (oil
transmission, city gas, etc.) belong to their proper industries.

The output of pipeline transport is calculated by multiplying the total volume of

natural gas sold by a distribution margin amounting to the difference between
the unit price of sales and imports.
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3.15.2.2. Water transport

Water transport covers sea, coastal and inland water transport, including
floating of logs. Vessel transport services related to piloting, lighthouses and
shipping lanes belongs to public services of supporting water transport
activities.

The establishment in shipping transport is defined as all vessals belonging to
the Finnish mercantfleet which, contrary to the professional principles of
standard industrial classification for transport, also appliesto vessals used for
own-account transport of which the most important are tankers belonging to
Fortum Oy. Hoating of logs includes establishments used only for floating.
Establishments for the floating of logs by forest industry enterprises are treated
asforest industry.

Road ferries, shipping lane and rescue vessels and icebreakers are not part of
the Finnish mercant fleet. Their activities are treated as a part of supporting
transport activities. Fishing vessels, being apart of fishing activities, remain
outside transport also. The Finnish mercant fleet numbered roughly 600 vessels
at the end of 1997.

Water transport output includes not only output from ordinary freight and
passenger transport, but also all output earned on Finnish vessels, such as sales
to passengers, other passenger service output and vehicle transport on board. In
addition, the activities of vessels chartered by a Finnish unit for use abroad over
agiven period are treated as domestic production.

Output for international seaborne transport is calculated separately for
passengers and freight on the basis of freight revenues according to Statistics
Finland's gross freight statistics. Output for freight transport consists of
revenues from liner trade, tramp traffic and time charter contracts. . The freight
revenus from vessels chartered in foreing countries are calculated in gross
terms and compensation paid is treated as intermediate consumption under
purchase of services from abroad.

Output of passenger transport comprises output arising not only from ticketed
and cruise travel sales, but also sales from restaurants and shops on board. The
output of shops, in accordance with the concept of trade output, amounts to the
trade margin. In other words, the vaue of the bought goods is deducted from
the sales. The data source is structural business statistics for water transport.

Calculation items for coastal and inland water transport consist of tanker
transport, floating of logs, and other freight transport and domestic passenger
transport. The level of tanker transport in coastal watersis determined mainly
on the basis of the financial statement data of Fortum Oy’ s shipping activities.
Floating of logs coversthe river transport of logs by the National Board of
Forestry and local log floating associations. Because the output from floating of
logs cannot be measured in terms of services sold on the market, it is calcul ated
by multiplying the transported wood (measured in tonnes per kilometre) by a
unit cost index, which is weighted by the amounts the wood is floated. In other
respects, calculations are based on business income tax data.

3.15.2.3. Air transport

Air transport covers transport activities of Finnish airlinesin scheduled and
non-scheduled flight activities commercial pilots. The output of air transport is
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calculated not only on the transport itself, but on the leasing of aircraft, salesto
travellers on board and sales of goods and servicesto other airline companies,
with the exception of services sold by repair shops to third parties which are
treated as manufacturing. The level of air transport activities is determined
primarily on the basis of flight activity data from the Finnair Group. It is
supplemented in relation to turnover datain the business register so asto
incorporate charter and contracted flights by light aircraft as a source of
earnings. Output on traveller salesis calculated from the trading margin. The
value of the bought goods is deducted from sales, based on data obtained from
Finnair.

3.15.2.4. Supporting and auxiliary transport activities; travel agencies

Supporting and auxiliary transport activities consist of cargo handling and
storage, other activities ancillary to land transport, activities ancillary to water
and to air transport, travel agencies and miscellaneous activities ancillary to
tourism, and other transport agencies .

Cargo handling and storage comprises stevedoring and other cargo handling as
well as professionally handled warehousing. Cargo handling and storage
separately organised by enterprisesis calculated as part of their ordinary
business activities.

Activities ancillary to land transport comprise operations supplied by
independent establishments serving land transport, such as management,
haulage, terminal, towing, and parking services. Terminal services at bus
stations include only ticket and freight services by bus transport and other
ancillary activities directly serving scheduled bus transport. Restaurant and
kiosk sales at bus stations are counted as retail trade and restaurant activity.
Supporting transport and termina activities performed in passing by railways,
cargo handling and trucking are counted as part of their principal operation.
Public parking comes under other non-market producers and paid parking that
serves activities proper to enterprisesistreated as part of their ordinary
activities.

Activities ancillary to water transport comprise those serving navigation
activities, vessal rescue services, ports and icebreakers and other water
transport services. Among them, local authority ports and parts of other
activities ancillary to water transport based on data in the business register
come under market producers. The manufacture, maintenance and repair of
harbour areas and harbour buildings are counted as construction activity and the
operation of industrial portsistreated as part of ordinary business activities.
The remaining production of theindustry is other non-market production.

Activities ancillary to air transport comprise airports and airfields belonging to
the Civil Aviation Administration (IL), the air navigation and flight safety
system and other support activities for air transport. The activities al'so cover
aviation management. The manufacture, maintenance and repair of airports and
buildings are counted as construction activity. Restaurant and kiosk sales at
airports are counted as retail trade and restaurant activity.

Calculation of travel agencies and other touristassistance activities cover the
production of package, charter and group tours by travel agencies, planning
all-in tours and ticket sales and other tourism related ordering and mediation
services, such as arranging accommodation.
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Forwarding and freighting and the activities of taxi call and freight transport
booking centres are counted as belonging to activities of other transport
agencies.

The output of supporting and auxiliary transport activities is calculated on a net
basis so that it corresponds as nearly as possible in structure and content to each
service produced (loading and harbour services, storage and terminal services,
arranging of travel and transport handling, etc.). Purchases related to handling
services (loading, transport and accommodation services, etc.) and goods for
resale are deducted from gross sales as adjusting items. The exceptions are
travel agenciesin which purchases of transport, accommodation and guide
services needed for own-account production isincluded to the full amount in
the product. For all-in tours supplied and ticket handling, this only appliesto
the amount of the commission.

3.15.2.5. Post and courier activities

The industry covers post services and mailing, distribution and courier services
performed by parties other than the national postal service. Calculationitemsin
post and courier activities consist of letter and parcel transport, printed matter
transport, other postal services and other distribution and courier services.

Output of letter and parcel delivery by post and courier activities and
newspaper delivery is part of the delivery service of the Post Finland and of
other companies. Output from other postal activities comprises mainly post
office services and the output of distribution and courier activities of other
enterprises mainly from sales arising from direct marketing and the limited
distribution of goods.

3.15.2.6. Telecommunications

It was typical of the Finnish telecommunications market before 1995 that,
besides the basic service and mobile network services offered by the
nation-wide State telecommuni cations company, there were many local
telephone companies in the country who obtained operating permits to engage
in loca network activities alone. Deregulation of the telecommunications
market made long-distance call handling possible. Private regional companies
established the Finnet network in addition to the existing Sonera network.
Through it, the local networks of regional telephone companies act as service
operators linked to the national long-distance network. As aresult of
competition, agroup of new, independent telecom operators, focusing mainly
on GSM telephones, entered the market one of whom, Tdlia Oy, a service
operator, has applied for a permit to build its own separate mobile phone
network.

The deregulation of the telecommunications market and the rapid extension of
the transfer network created a new competitive arenain which the actors are the
new network operators (basic and line network services) and the service
operators and resellers of telecommunications services who purchase network
services from the former. The latter may operate as producers of servicesin
other industry groups as well. The extension of competition to cover all
telecommunications services along with the evolution of information
technology led to telecommunications becoming one of the fastest growing
industriesin Finland’ s national economy since 1995.
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In order that calculations will correspond as closely as possible to the new
situation from the standpoint of metering traffic volume, telecommunications
accounting items were redefined in away that they would now cover not only
the traditional fixed network local, long-distance and international, but mobile
and data network transmissions and new kinds of telecommunications services,
non-voice servicesincluded. The levels and content of calculation itemsfor
locdl, long-distance and international calls, mobile communications and data
transfer were specified to comply with the new market situation in accordance
with distribution of turnover by product group of enterprisesin the
telecommunications statistics of the Ministry of Transport and
Communications. The level and annual growth in the programme transmission
service were specified on the basis of turnover in the business register for
establishments in the corresponding industry.

Among non-voice services counted in telecommunications are Internet services,
purchases of network services among telecom operators, telecom company
activity related to the installation and repair of equipment and sales and leasing
for the use of customers. The size of the calculation item for non-voice services
is defined on the basis of turnover from other telecom activities by deducting
from it the network services between telecom operators and the purchase of
goods for resale. Because the calculation item includes most new servicesin
telecommunications, its growth together with mobile telephone activities has
been faster than other activities.

3.15.3. Intermediate consumption calculation items

Intermediate consumption of transport is calculated by subindustry, based on
the cost structure of the enterprises structura business statistics. In structural
business statistics, as the enterprise — not the establishment — is the statistical
unit, intermediate consumption corresponding to the production of enterprises
is adjusted to match the intermediate consumption level of the production of the
establishments in proportion to the output levels calculated for the latter.

Table 20: Calculation items in intermediate consumption by
main industry 1997, FIM million.

Calculation l. 60 61 62 63 641 642

items Transport Land ~ Water  Air Activities  Postal ~ Telecom-
& storage transpo transpo transpo ancillary to transport municatio

rt rt rt transport ns

Materials & 68519 47333 6358 997.6 485.1 1152 14951

supplies

Rents 34470 5572 1790.0 416.0 683.8  827.7 4599

External 122365 28212 1904.2 18947 56164 3737 23%3

services

Misc. operating | 40279 14942 381.0 8044 13482 2480 11317

expenses

Int. consumpt. | 26 563.3 9606.0 4711.0 41128 81335 15647 5481.0

at purch. prices

Purchases in accordance with the structural business statistics of an enterprise
made during the accounting period +/- changesin inventories are used as a
means of estimating the intermediate consumption of materials and supplies. As
such, purchases include including al goods purchased that are declared for tax
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purposes, current assets and non-activated acquisitions related to fixed capital.
Since only the energy used (fuels and lubricants, electric power) and spare parts
and other maintenance materials and supplies (tyres, accessories) are counted as
part of the materials and supplies of an enterprise, the purchases level isrevised
by deducting from them any purchases of goods for resale with the exception of
acquisitions of operating supplies.

The calculation item "Rents" covers rents for machinery and equipment,
property and office space, including operating leasing payments. Calculation
items are determined on the basis of leasing and other rental expensesin
structural business statistics by deducting financia leasing as an adjusting item
belonging to gross fixed capita formation.

The external services calculation item mostly comprises repair and maintenance
of machinery and equipment, remuneration and commissions for subcontractors
and transport agents, and real estate, data handling and telecommunications
services. Changesin calculation items are estimated based on purchases of
external servicesin structural business statistics by consolidating the mutual
transactions of the establishment (freight, network services and the like) as
output revision items and adding own-account repairs and maintenance of
equipment.

The calculation item "Other operating costs' comprises expenditure on other
transport management related costsin structural business statistics that are
imputed to be included in other expenditure, such as insurance, management
and operating licences, inspections and typical management and other operating
costs common to various forms of transport. Accounting related to insurance
and transport is performed based on the accrual of payments. The value added
of taxes on transport management are deducted from transportation charges as
belonging to taxes on production. The share of administration and other
business costsin other operating costs of structural business statistics are
calculated for the different industries as typically estimated parts of turnover.

3.15.4. Non-market producers

3.15.4.1. Central government

Central government production occursin the following transport subindustries:
Railway development (6301), Road development (6302) and Other supporting
transport activities (6309).

The calculation methods are the same as those in other central government
industries. Data sources for central government production and projections are
described in Section 3.18.1. and road development in Section 3.12.2.3.

3.15.4.2. Local government, road development industry (6302)

The production of joint municipal authoritiesin general and their data sources
are described in Section 3.18.2. The specia features of the road maintenance
industry are described here.

In national accounting, the task of joint municipal authorities transport
activitiesis considered to be maintenance of, and new investment in, roads and
streets. the road maintenance activities of joint municipal authorities are seen as
ademand industry for which goods and services related to the maintenance of
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roads and streets are produced as market products in the civil engineering
industry. Only the demand items intermediate consumption and investments are
recorded in the road maintenance industry of joint municipal authorities as a
rule. Thisindustry also includes road wear.

Purchases made for roads and streets maintained by joint municipal authorities
(including wages and salary costs but less a nominal return on sales) are
recorded in Industry 6302 Road development in inter mediate consumption.
The wear on roads and streets maintained by local government is recorded as
thisindustry’s capital consumption.

When local government production is calculated by expenditure, consumption
of fixed capital isrecorded as value added and consumption and intermediate
consumption combined are recorded as output. Computer software produced as
own-account work for local government maintenance and investment activities
isrecorded in economic transactions as output for own final use (P12). Other
non-mar ket output consists of the difference between output and own final
use.

The sources used for intermediate consumption are financial statistics of
municipalities (Part |1, Table 01) function category Traffic routes (460) and the
financial statement data of the Government of Aland. Physical depreciation is
obtained from the capital stock model. The value of computer software
produced as own-account work (output for own final use) isto be found in
centralised accounting in the national accounts.

3.15.4.3. Non-profit institutions serving households, road development

(6302)

Non-profit activities are explained in Section 3.20.4.

Private roads maintained by road associations belong to non-profit activitiesin
the road devel opment industry. The output of the industry comprises
intermediate consumption and consumption of fixed assets. No wages and
salaries are earned in the industry. Road maintenance occurs mainly as
purchases of services and as such isintermediate consumption. Projections of
intermediate consumption are based on central and local government grants for
private roads and financing collected by road associations from members.
Central and local government grants for road maintenance are based on central
and local government budgetary data and private financing of roadsis based on
estimates by the Finnish Road Association (STY). Consumption of fixed capital
is obtained from the capital stock model.

3.16. Insurance and financial intermediation (J)

3.16.1. Financial intermediation (65)

The industry includes the following activities: banking: banking activities, the
central bank, deposit banks and other banking related activities; other financial
intermediation : financial leasing, financial institution and investment activities.
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3.16.1.1. Main data sources

The Bank of Finland' sfinancial statements and any supplementary breakdowns
of various income and expenditure items, preliminary figures being availablein
January and official data after the publication of itsfinancial statement.
Statistics Finland' s credit institution statistics provide data applying to
commercia banks, co-operative banks, savings banks and other credit
institutions (financing companies, mortgage credit institutions and credit
companies). Banking in Finland is controlled by Financial Supervision
(Rahoitustarkastus).

Investment funds data for other financia institutions are to be found in
Statistics Finland' s investment fund statistics. For some financia institutions, it
is necessary to rely on further inquiries, if such funds are not part of traditional
banking practice.

3.16.1.2. Calculation method

Output consists of three components: market output, financial intermediation
services indirectly measured (FISIM) and own-account output (EDP software).
Market output consists of various fees charged by banks, either fixed rates or
ad valorem type payments and certain other items (incl. income from securities
trading and currency transactions, income from rent). Indirect financial services
consist of interest margins of banks stemming from the difference between
deposit and lending rates. FISIM is calculated as interest income less interest
costs. Interest incomes and costs are obtained directly from credit institution
statistics and from the Bank of Finland’ s financial statement.

If the FISIM regulation entersinto force, it will mean that the central bank will
not provide intermediate financial services and its output will be estimated
through expenditure. For the present, the output of central bank is calculated in
the same way as other financial intermediation .

Intermediate consumption is based on the breakdown of various operating costs
which, for commercia banks, are got from banking statistics and, for the Bank
of Finland, from the breakdowns of its financial statement. Taken from banking
statistics and counted as intermediate consumption are other administrative
costs (= management charges, |ess wages and salaries and non-wage labour
costs), commission fees, property costs and an estimate of rentals of buildings .
For other financia institutions, the sources of data are the operating costs
available at the breakdown leve from profit and loss statements.

Table 21. Key itemsin production account, 2000.

Total output 4 802
- Market output 1512
- Output for own final use 123
- Intermediate financial services 3167

Intermediate consumption 1296
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Value added 3 506

3.16.2. Financial intermediation services indirectly measured (FISIM)

Financia Intermediation Services Indirectly Measured, FISIM, is shownin this
industry as intermediate consumption and consequently industry value added is
negative. The size of theitem is equal to the output on financial intermediation
in the industry.

The data sources are the interest margins and interest costs found in the
financial statement of the Bank of Finland. Where other banks are concerned,
there are the banking statistics of Statistics Finland and for other ingtitutions
engaged in financial intermediation, interest margins and expenses in the profit
and loss account.

Intermediate financia services consist of the interest margins of banks, which
stem from the difference between deposits and lending. The interest marginis
the difference between interest income and interest costs.

3.16.3. Insurance, excluding statutory social contributions (66)

Insurance is an activity in which the insurer carriesthe risk on behalf of the
insured in exchange for a premium. The types of insurance are life assurance,
individual and group insurance and non-life insurance.

Coming within the definition in Finland are life and non-life insurance
companies, insurance associations, non-statutory pension funds and pension
foundations , and smaller insurance units: the Finnish Motor Insurance Centre
(LVK), the Insurance Association against Treatment Injury (PVY) and the
Pharmaceutical Preparation Damage Pool (LVVP). Pension insurance
companies, pension funds and pension foundations offering statutory
retirement pension insurance are part of the statutory employee pension system
and are not part of insurance activitiesin Finland.

3.16.3.1 Main data sources

Insurance activities in Finland are controlled by the Insurance Supervision
Authority (VVV), which comes under the responsibility of the Ministry of
Socid Affairs and Health. The Insurance Supervision Authority publishes
comprehensive statistics on insurance companies (in the Official Statistics of
Finland Series) at the end of the year (t+1) and covers all insurance companies
and insurance associations with the exception of few smaller units mentioned
above for which financia statements are available. VVV aso collects dataon
pension funds and foundations.

The Federation of Finnish Insurance Companies also collects data, which is
available at the start of the year. This material covers only Finnish insurance
companies and excludes foreign companies operating in Finland and insurance
associations.
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3.16.3.2 Calculation method

Output

In calculating the insurance production account, use is made of the profit and
loss account data, balance sheets, and related data and breakdowns. The first
part of the insurance companies profit and |oss account data, the so-called
insurance technical account, differs widely from regular profit and loss
accounts and contains huge transfer items.

Insurance output projection table (projections for all lines of insurance, in
2000):

euro, in mill.
Premiums written (+) 6 297
Change in provision for unearned premiums (-) 3002
Claims paid (-) 3350
Claims management expenses (+) 173
Change in provision for outstanding claims (-) 432
Investment income, net (+) 1677
Investment operating expenses (+) 34
Income from investment of own funds (-) 177
Output, total 1220

Premiums, claims and provisions are obtained directly from the insurance
technical account. The figures include reinsurance.

The net yield on investmentsis to be found in the breakdown of investment
activity in the profit and loss account data. Dividends, interest and other profit
are counted as output, but sales profit and revaluation of assets (i.e. capital
gains) are not. The corresponding investment expenses are deducted. The
income from investment of own fundsis aso deducted from net profit and is
obtained using the following formula:

(Shareholders' equity in balance sheet / Balance sheet total) x (Investment
income, net + Investment operating expenses).

Paid claims and investment costs in the insurance technical account include
management expenses mainly consisting of wages and salaries. For this reason,
claims management expenses and investment operating expenses are added to
adjust outpui.

In recent years, the expanding product range offered by life insurance
companies has caused insurance savings to rise sharply resulting in afaster
growth in income from life insurance premiums than from non-life insurance
premiums. Life insurance output at current prices has remained low (yielding
negative values at times) because premium liability growsin proportion to
premium income.

Intermediate consumption

Intermediate consumption is obtained by deducting wages and salaries and
employers social contributions from overall operating costs. The net value of
reinsurance services, or the reinsurance share of premiums paid, paid claims
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and premium and indemnity liability adjustments are added to intermediate
consumption. The size of reinsurance is the same in both output and
intermediate consumption and has no net influence on value added.

3.16.4. Activities auxiliary to financial intermediation and insurance
(67)

The industry comprises a heterogeneous group of businesses assisting financia
and insurance corporations. The industry is split into two groups: activities
auxiliary to financial intermediation, except insurance and pension funding
(67.1) and activities auxiliary to insurance and pension funding (67.2).

67.11 Administration of financial markets includes the stock exchange for
whose activities a profit and |oss account and balance sheet are available.

67.12 Security brokering and fund management. Includes brokerage institutions
for whom profit and loss statements are available.

67.13 Activitiesauxiliary to financia intermediation n.e.c. Includes
intermediation of credit, financial and investment advice and businesses
specialised in currency transfers. Profit and |oss statements are available on
request.

67.2 Activities auxiliary to insurance and pension funding. Includes the
activities of businesses supplying insurance, insurance brokers, etc.

3.16.4.1. Main data sources

Statistics Finland’ s Investment firms statistics (includes asset management and
stockbroker firms). Statistic Finland's Mutual fund statistics (includes mutual
fund management firms). Annual report of Helsinki Stock Exchange. Insurance
Supervision Authority’ s statistics of Insurance Brokers.

Annual reports are used for dealers and organisations serving credit institutions
and insurance companies.

3.16.4.2. Calculation method

The output of the industry comprises mainly various kinds of commissions and
fees. The output for own final use is computer software and it is got from
centralised accounting.

Intermediate consumption is based on the separation of various business
expenses which are to be found in the financia statement.

3.17. Real estate, renting and businessactivities (K)

3.17.1. Real estate activities with own property (701)

The industry consists of the SIC95 categories: Development and selling of real
estate (7011) and Buying and selling of own real estate (7012). Roughly
speaking, the former comprises all kinds of activity relating to building
construction from the acquisition of land and the design of buildings to

116/371



ESTAT-2003-10412-01-00-EN-TRA-00 (FI)

marketing and sales and excludes only actual construction itself. Buying and
selling of own real estateis mostly real estate investment, or the purchase of
buildings and real estate to be leased or sold.

In conjunction with the reform of supply and use tables, the industry’ s output
was divided into principal and secondary production. Only principal production
isreflected in figures for Industry 701. Secondary production, consisting of
central and local government ' Real estate development’, isincluded in the
production of other industriesin the sectorsin question. Consequently, thereis
no secondary production recorded in the industry’ s production.

Principal production consists of production of industry enterprises. The main
sources for principal production are Statistics Finland’ s Business Register, the
Structural Business Statistics and the Labour Force Survey. Calculating output
from the red estate development estate is based on estimates for new
construction of buildings and renovation. The output from buying and selling
owned real estate is calculated using the total turnover of enterprisesin the
industry. Intermediate consumption is calculated as a uniform share of output.

Municipal financial statistics are the source for the secondary production of the
industry from the standpoint of local government. The level of production of
central government " Real estate development ’ isto be found in the defence
administration’s construction utility’s data.

Production by sector

S111 Non-financial corporations

Output

Output from the development and selling of real estate (SIC 7011) is
calculated in two parts. Output from new construction is obtained from the
difference between from pre-tax investment prices and production at producers
pricesin Statistics Finland’ s construction of buildings statistics. The
developer’s costs consist of design fees, financing, insurance premiums and
connection fees. The costs vary depending on the building’ s purpose of use
category. Depending on production weighting, devel oper costs varied from
between 14.3-12. 5% for residential construction to between 15.4-13.9 % for
non-residential construction for the years 1995-1999.

Developer costs related to renovation work are calculated from renovation
values in the construction of buildingsindustry at producers prices, to whichis
added the cost to the developer. This cost is presumed to be half as much for
renovations asit isfor new construction.

Output from development of real estate (SIC 7012) at basic pricesisequal to
the combined turnover of the places of establishment filein the business
register. Industry enterprises have been in the business register since 1993.

Intermediate consumption

The intermediate consumption share of output is estimated for both industries
on the basis of structural building statistics and the Business Register. The same
share of intermediate consumption is applied to both industries (7011, 7012).
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The intermediate consumption share of the enterprise sector is also applied to
secondary production.

S1311 General government

Output

General government production in Industry 701consists of development and
selling real estate (SIC 7011). Production consists of secondary production of
other local government industries; hence, it is not included in figures for
Industry " 701 Real estate activities with own property”.

General government development and selling of real estate consists of
development by the defence administration’s construction utility. The data are
to befound in general government commercia accounts.

Intermediate consumption

The proportion of general government intermediate consumption is appliedin
proportion to the intermediate consumption/output of industries in the industry.

S1313 Local government

Output

Local government production in Industry 701 is devel opment and selling of real
estate also (SIC 7011). The productionislocal government secondary
production of other industries and so is not included in figures for Industry 701
"Real estate activities with own property.”

Output calculations determine construction of buildings by local government,
i.e. municipalities and joint municipal authorities. The development levd is
obtained as a share of the investment price of the construction of buildings —
calculated from the financia statistics of municipalities and joint municipal
authorities — and the cost to developers, to be found in building construction
statistics.

Intermediate consumption

The proportion of local government intermediate consumption is applied in
proportion to the intermediate consumption/output of industries in the industry.

Table 22. Output, intermediate consumption and value added
of Industry 701 " Real estate activities with own property” in
2000, million

P1 P11 P12 P2 B1G
Non-financia 1251 1251 0 858 393
corporations
SIC 7011 1008 1008 0 691 316
SIC 7012 243 243 0 167 76
Genera government 210 0 210 144 66

118/371



ESTAT-2003-10412-01-00-EN-TRA-00 (FI)

Local government 169 0 169 116 53

Total 2880 2501 379 1976 904

3.17.2. Letting and operation of dwellings (7021)

The share of owner-occupied dwellingsin Finland is high compared to the
average of the Member States. In 2000, owner-occupied dwellings amounted to
roughly 74% of the floor area of al dwellings.

The letting and operating of dwellings industry (7021) comprises the ownership,
management and letting of dwellings, residential buildings and residential
property companies. Industry output consists of real or imputed rents for
dwellings and holiday homes. The main data sources used for calculation
purposes are Statistics Finland' s letting statistics, housing stock and Household
Budget Survey statistics.

L etting statistics show rent levels for the entire rental housing stock (including
water supply charges and additional heating charges for individual dwellings).
They dso show the changesin rent levels from the previous year. Letting
statistics are compiled annually from surveys and register research. In 2002, the
rental statistics contained 191 53 dwellings, for example, the data on 181 920 of
which were to be found in the Social Insurance Institution’ s housing allowance
register. Dwellings whose occupants (roughly 550 000) do not receive housing
allowances were divided into three strata from each of which a representative
sample was taken, as follows.

* A sample of 5 334 dwellings was selected from State-subsidised rental
dwellings, 2 647 of which became part of the statistics (49.6 % response rate)

* A sample of 7 994 dwellings was selected from commercially financed
rental dwellings let for the first time, of which 2 848 became part of the
statistics(35.6 % response rate).

* A sample of 8 987 dwellings was selected from commercially financed
rental dwellings already let (let before 1.4.2001) of which 3 738 became part of
the statistics (41.6 % response rate).

Housing stock statistics reflect the country’ s aggregate building stock in
categories according to purpose of use. Dwellings are classified in statistics
according to type of house, year of completion or refurbishment, size and type
of dwelling, basis of entitlement, equipment and equipment level, occupancy
rate and location. Housing stock statistics are produced each year from data
about congtruction and dwellings maintained by the population registration
centre.

In conjunction with the reform of supply and use tables, the production of the
industry was divided into principal production and secondary production. Only
principal production is reflected in figures for Industry 7021 ' Letting and
operating of dwellings' in production for sectors S12 Financial and insurance
corporations, S1311 General government and S1313 Local government, i.e.
dwelling rents are reflected as secondary production. Secondary production in
the above mentioned sectorsisincluded in production of other industries and,
hence, is not recorded separately in the production of Industry 7021’ Letting
and operation of dwellings'.
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3.17.2.1. General calculation method

Industry output consists of real and imputed rents of dwellings and holiday
homes. Real rents are those of dwellings that are et (excluding holiday homes).
Imputed rents of owner-occupied dwellings are evaluated by means of market
rents for equivalent rented dwellings. A classification method based on real
rents, called the stratification method, was used to calculate dwelling output.
Thereal and imputed rents of holiday homes are based on housing costs
calculated by means of datain the Household Budget Survey.

Intermediate consumption of dwellings (excluding holiday homes) is calculated
by means of cost items per square metre and the dwelling stock’ s floor area data
to befound in the financial statements of housing corporations. Intermediate
consumption of holiday homes is calculated by means of datain the Household
Budget Survey.

3.17.2.2. Calculation by economic activity

Output: dwellings (excluding holiday homes)
Stratification classification

The housing stock and rent are classified according to the following variables:

1. House type: detached small house (single-family house), attached houses and
apartment building (includes housing type "Other housing”).

2. Title to occupancy: owner-occupied dwelling, commercially financed rental
dwelling, State-subsidised (includes other title to occupancy, including
company-owned and right-to-occupancy dwellings)

3. Region, according to house type.
* Detached small houses, attached houses
* Metropolitan area
* Growth centres
* Other large centres
* Other municipalitiesin accordance with NUTS 2 distribution for
under 20 000 residents and for municipalities of 20 000 — 60 000 residents
* Apartment buildings
* Rentsfor 19 cities/areas to be found in rent statistics
* Other municipalitiesin accordance with NUTS 2 distribution for under
20 000 residents and for municipalities of 20 000 — 60 000 residents

4. Number of dwelling rooms, according to house type
* Detached small houses, attached houses
* 3 rooms or more
* Apartment buildings
* 1, 2, 3rooms or more

Only one price per square metre is used for Aland dwelling stock. The datais
supplied by the Aland Office for Statistics and Analysis (Alands statistik- och
utredningsbyrd).

Asfar as apartment buildings are concerned, price data are obtained according

to the number of rooms per dwelling and region, divided into State-subsidised
rental dwellings and Other rental dwellings. For owner-occupied apartmentsin
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apartment blocks, rents of Other rental dwellings are used. The master dataisto
be found in the dwelling stock register, divided so as to correspond to price
categories.

The concept of rent in rent statisticsincludes separately payable water supply
and heating charges. It does not include possible user charges related to
occupancy, such as charges for the use of a sauna, laundrette, etc. and electricity
and telephone. In practice, rents for detached small houses include only partial
heating costs. It is assumed when cal culating that detached small house rents do
not include heating costs. Gross rents for owner-occupied dwellings are
exclusively own-account use output. Gross rents of rental dwellings are market
output. Gross rents for dwellings according to the classification method totalled
just over 13.6 billion eurosin 2000. The imputed value of gross rents totalled
almost 9.8 hillion euros, and actual rentstotalled roughly 3.9 hillion euros.

Asagenera conclusion the new stratification method produces adightly
smaller output level than the old method.

Table 23 A: Effect of a calculation method change in primary
and secondary output of dwellings (industry “ 7021 Letting
and operation of dwellings” excl. holiday homes) in 1995-
2001, millions of euros at current prices

Dwellings 1995 1996 1997 1998 1999 2000 2001
old level 10210 10794 11684 12 363 13 019 13 845 14 660
new level 10 079 10668 11578 12 168 12 905 13 642 14 445
new vs. old -131  -126 -105 -195 -113 -204 -215

Table 23: Number, floor area and gross income (output) of
dwellings in 2000.

Form of occupancy | Dwellings, % | Floor area % |Grossrent, € %
total thousands million
of sg. m.
Tota 2271410 100,0| 177747  100,0 13717 100,0
Rented dwellings 822943 36.2 46 571 26.2 3946 28.8
Owner-occupied 1448467 63.8| 131176 73.8 9771 71.2
dwellings

Table 24. Output, intermediate consumption and value added
Letting and operation of dwellingsin 2000, million

P1 P11 P12 P2 B1G
Principal production 13879 3748 10131 4190 9689
Non-financial corporations 719 719 0 247 472
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Housing corporations 1108 1108 0 398 710
Employment pension institutions 8 8 0 2 6
Households 11793 1662 10131 3458 8335
Non-profit institutions serving 251 251 0 85 166

households

Secondary production 312 312 0 110 201
Financial & insurance ingtitutions 91 91 0 31 61
Central government 18 18 0 7 11
Municipalities 202 202 0 73 130

Totd 14191 4060 10131 4300 9890

Change in the quality of output is estimated by means of changesin value and
prices. In 1998, for example, the value of the industry’ s output (P1) at current
prices increased according to stratification calculations by 5.8 % and prices by
3.4 %. The annual change in volume asaresidua of changesin value and price
was 2.3 %, of which the annual change in the floor area of the dwelling stock
covered 1.5 % — the remaining 0.8 % was considered to be variation in quality.

Asbasis for estimating variation in the quality of output, use can be made of
the fact that the annual increase in rent from rent statistics used for the change
in priceis meant to illustrate price changes for rental dwellingsthat are as like
as possible. Hence, no variation in quality isreflected in the change in price.
Furthermore, even if the variation in quality determined by the residual method
is not the most stylish possible solution, an estimate based on equipment levels
and insufficient data on renovation, for example, would not unequivocaly yield
amore exact estimate. An effort will be made, however, to resolve this aspect
of variation in quality within the restrictions of an urgent timetable.

Output: holiday homes

Output on holiday homesis cal culated by means of Household Budget Survey
data. Output on owner-occupied holiday cabins, or output for own final use,
consists of repair costs, water supply and drainage, fire insurance (service
charge only), refuse collection, chimney sweeping, etc., electric power, interest
and site lease fees. Output for rental cottages or market output consists of rent,
interest and ground rent (cf. Table).

Table 25: Output, intermediate consumption and value added
of holiday homes, in 2000, million

P1 P11 P12 P2 B1G
Holiday homes, total 474 114 360 187 288
Households 417 57 360 148 269
Enterprises 57 57 0 39 19

In conjunction with compiling supply and use tables, consumption of fixed
capital was added to the output of holiday homes (In output for own final use).
Deterioration of holiday homes is estimated as a share of consumption of fixed
capita for the entire industry (Dwellings and holiday homes). The deterioration
valueis based on floor area and the estimated investment cost per square metre.
In 2000, the estimated investment cost of holiday homes per square metre was
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roughly 75 % of the value of investment in residential buildings. Furthermore,
the equipment level of the holiday home stock (electricity, water supply and
drainage) was considered to be so insufficient that holiday home floor areas
were estimated at roughly 30 % of the value of those in residential buildings.

Calculation of the output of holiday homes will in time be calculated by means

of the dwelling output model. Corresponding square metre area data for holiday
homes are available. The problem mainly involves deciding the rent per square

metre.

Intermediate consumption: dwellings (excluding holiday homes)

The intermediate consumption for dwellingsis calcul ated as the total of
intermediate consumption for yearly repairs, maintenance chargesin housing
corporations, service chargesin real estate company leased and directly leased
dwellings, and intermediate consumption items for owner-occupied dwellings.
Intermediate consumption is compiled consistently with output. In the gross
rent (or output) are included the cost of water supply, drainage, heating and
other such fees, in which case they do not influence the level of value added.

Yearly repairsof residential buildings, are calculated based on the value of
yearly repairsto residential buildings at basic pricesin industry 4501
Construction of complete buildings and parts of thereof. In addition yearly
repairs as intermediate consumption in industry 7021 Letting and operation of
dwellings yearly repairsinclude value-added tax. Repairs to holiday homes
and repairsincluded in private consumption made by tenants of rental
dwellings are deducted from the resulting sum. Both values are calculated from
Household Budget Survey data (final consumption expenditure/euro per
household by number of dwellings).

The intermediate consumption of housing companies, housing corporations and
directly leased dwellings is determined using the dwelling stock’ s square metre
data and cost items per square metre in the financial statement statistical data of
housing corporations. Intermediate consumption items for detached small
houses (single-family houses) are water supply and drainage, sweeping of
chimneys, refuse collection, insurance premiums — fire and house (in part) for
single-family housing companies, service charge (in part) — and other charges
calculated using consumer surveys.

Intermediate consumption: holiday homes

Intermediate consumption is calculated from the following consumer survey
items: repair costs, water supply and drainage, fire insurance (less the portion
going to the insurance company), refuse collection charges, chimney sweeping,
etc and power.

3.17.3. Letting and operation of real estate (7022)

L etting and operation of real estate consists of Industry SIC95 Letting of other
rea estate (70209). It coversthe letting, subletting and leasing of owned or
leased office, commercid, industrial, storage, retail, etc. spaces, buildings or
rea estate, and of agricultural land, forested land, mining rights etc. It includes
letting, subletting and leasing hotels or other property for accommodation
purposes. The industry includes the activities of real estate companies and
mutual real estate companies.
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The main calculation data sources are the Business Register, the Structural
Business Statistics and the Labour Force Survey.

Output by sectors

S111 Non-financial corporations

Output

The output of enterprisesin the industry is calculated on the basis of Structural
Business Statistics and the Business Register. Output consists of the total of
turnover, changes in finished product inventories, production for own use and
other output from business activities. According to the old calculation method,
the industry’ s output at current prices was calculated using annual changesin
price and volume. In the old calculation, the Real Estate Institute’'s commercia
and office space |easing data were used for the price change. The development
of the real estate companies floor areasis used as the starting point for the
volume calculation. The old calculation data was use for compari son purposes.

Non-financial corporations belong to producer type’ T10 Market producers .
Their aggregate production belongs to the economic activity ' P11 Market
output’.

Intermediate consumption

Intermediate consumption is calculated as part of output from profit and loss
datain the business income tax register. Output consists of the total of turnover,
changes in finished product inventories, production for own use and other
output from business activities. Likewise, intermediate consumption is the total
of purchases less changes in inventories, services by other parties, leasing fees,
other rents and other expenses.

S1311 Central government

Output

Until 1998, central government covered the output of the State Real Property
Agency (Vation Kiinteistélaitos) for industry ' 7022 L etting and operation of
real estate’. Datawere to be found in central government accounting. Central
government production was recorded as producer type ' T10 Market producers'.
Output was coupled with economic activity ' P11 Market output’. Central
government accounting is the source for these calculations.

The State Real Property Agency became an unincorporated state enterprisein
1999 and its name was changed to Senate Properties (Senaattikiinteisttt). The
production of Senate Propertiesisrecorded in the non-financial corporations
sector since 1999.

Intermediate consumption

General government intermediate consumption was also established from data
in government commercial accounting.
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Table 26. Output, intermediate consumption and value added
Letting and operation of real estate in 2000, million

P1 P11 P12 P2 B1G
Non-financial 1811 1810 1 792 1019
corporations

3.17.4. Real estate agencies (7031)

Output

Real estate agencies, Industry (7031), covers the handling by contract or for a
fee of buildings, real estate, dwellings, office space and farmland, forest or
other land and related expert services for evauating and auctioning real estate
and buildings.

The main calculation data sources are Statistics Finland' s Business Register,
the business income tax register, the Labour Force Survey and the cost structure
survey of the Association of Finnish Real Estate Agents. The latter is based on
aquedtionnaire sent to the Association’s member enterprises. Roughly 100
enterprises respond to the questionnaire each year.

Industry output mainly comprises property commissions and fees for rea estate
companies. Output is calculated on the basis of the datain Structural Business
Statistics and the Business Register. Output is equal to the total of turnover,
changesin finished product inventories, production for own use and other
output from business activities.

The only production of the industry isin the sector ' S111 Non-financia
corporations' . They belong to producer type ' T10 Market producers
Production is recorded as economic activity P11 Market output’.

Table 27. Output, intermediate consumption and value added
of real estate agencies at current pricesin 2000, million

P1 P11 P2 B1G
Non-financia 389 389 163 226
corporations

Intermediate consumption

Intermediate consumption is calculated as a share of production using
Structural Business Statistics, the Business Register and profit and loss datain
the businessincome tax register. Intermediate consumption is equal to the total
of purchases, changesin inventories, services by other parties, leasing fees,
other rents and other expenses. The cost structure survey of the Association of

125/371



ESTAT-2003-10412-01-00-EN-TRA-00 (FI)

Finnish Real Estate Agentsis used as benchmark data and as an alternative
source when estimating intermediate consumption.

3.17.5. Management of real estate on a fee or contract basis

(7032)

Management of real estate on afee or contract basis (Industry 7032) coversthe
administration, servicing and maintenance by contract or on afee basis of
privately owned, State or local authority residential and other buildings and real
estate, and rent collection activities. Real estate maintenance may include
repairs, cleaning and accounting, etc. The industry comprises the activities of
real estate management offices and janitors.

The main data sources for calculations are the Statistics Finland' s business
register, the business income tax register, the financial statements statistics of
housing corporations, and the Labour Force Survey.

Production by sector

S111 Non-financial corporations

Output

Output consists of the output from Non-financial corporations in the industry,
i.e. property management offices. Output is equal to the total of turnover,
changesin finished product inventories, production for own use and other
output from business activities. Output is calculated from the datain structural
business statistics and the Business Register.

The production of Non-financia corporations is recorded as producer type
"T10 Market. The output is recorded as economic activity ' P11 Market output’.

Intermediate consumption

Intermediate consumption for Non-financial cor porationsis calculated as part
of output by means of profit and loss account data in the business income tax
register. Intermediate consumption is equal to the total of purchases|essthe
change in inventory, external services, leasing rents, and other rents and
miscellaneous expenses.

S112 Housing corporations

Output

The output of sector S112 Housing corporationsin Industry ' 7032 Management
of real estate on afee or contract basis’ consists of the compensation of housing
corporation employees. Compensation of employeesis caculated as the
product of the total floor area of housing corporations and the staff wage costs
per square metre of housing corporation stock. The financial statement statistics
of housing corporations are used as the source of staff wage costs, and the floor
areain sguare metres is obtained from the dwelling stock.
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Output of sector 'S112 Housing corporations in Industry ’ 7032 Management of
rea estate on afee or contract basis' isrelated to the division brought about in
the housing corporations sector in conjunction with the reform of supply and
use tables. To make it more simple, the share of ownership dwellings belonging
to the housing corporation sector in the previous cal culation method, i.e. output
of housing companies, is distributed in the way of calculating it into proprietor
sectors as such, mainly households. It was decided not to all ocate the wages of
housing company caretakers in the dwelling industry (SIC 7021 Letting and
operation of dwellings) to wages or even to the production accounts of
proprietor sectors. The proprietor sector choice was influenced by the fact that
it desirable that households should not become employers. The industry itself
was defined according to the nature of caretaker activities. The changein
methodology itself didn’'t have an impact to the level of output of market
corporations.

The production of housing corporations belongs to producer type’ T10 market
producers’. The output is recorded as economic activity 'P11 Market output’.

Intermediate consumption is not calculated for residential property companies.

S1311 Central government

Output

The output of Industry ' 7032 Management of real estate on afee or contract
basis’ consists of production by the defence administration’ s construction
utility. General government output is calcul ated based on general government
accounting.

Intermediate consumption

Intermediate consumption of the industry is also calculated based on general
government accounting.

Table 28. Output, intermediate consumption and value added
of real estate management/administration in 2000, million

P1 P11 P2 B1G
Total 1046 1046 435 611
Non-financial corporations 77 777 333 444
Housing corporations 106 106 0 106
Central government 163 163 102 61

3.17.6. Business services (KB)

Business services production consists of services produced by Non-financial
corporations for general government and other Non-financial corporations.
Production has been on the increase as trade, manufacturing, construction firms
and general government contract more and more of their service activities.

The business services industry comprises four two-digit categoriesin
accordance with SIC95. These categories are:
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*  Renting of machinery and equipment without operator and of personal and
household goods (71)

e Computer and related activities (72)

*  Research and development (73)

»  Other business activities (74)

Thelast category comprises very different activities. At the accounting level,
this category is divided into eight three-digit categories as follows:

. Lega and economic advisory services, management companies (741)

»  Architectural and engineering activities and related technical consulting
(742)

»  Technical testing and analysis (743)

e Advertising (744)

. Labour recruitment and provision of personnel (745)

. Investigative, security and guard services (746)

. Industrial cleaning services (747)

. Miscellaneous business activities n.e.c. (748)

In the national accounts, the accounting unit for business servicesisthe
establishment. In 1998, over 32 000 establishments operated in the business
services industry. In numerical terms, most (about 11 000) werein the legal and
economic consulting industry. The majority of Non-financia corporations
(about 90%) are single-establishment Non-financia corporations.

3.17.6.1. Main data sources

The main data sources for industries are Business Register data and structural
business statistics. If the former do not exist, company specific structural
business statistics data are used. When cal cul ating employment and |abour
input, the Labour Force Survey is used in addition to the business register. All
data sources are issued annually and are exhaustive and reliable.

Data sources are adjusted in the case of some industries. The first such industry
is Management companies (74150). Industry definitions of management
companies differ in the business register and in structural business statistics. In
the business register management companies and their establishment are treated
under Industry 74150. In structural business statistics, management companies
having a production role in group activities are placed in the industry proper to
the group. Management companies not exercising such arole are placed in
Industry 74150. In the nationa accounts, management companies and
management establishments are treated in accordance with structural business
statistics. Consequently, business services are calculated by extracting from
Industry 74150 the management establishments which relate to production and
adding them to the industry proper to production in each case.

Another adjustment applies to establishments in the business register belonging
to business services aready included in manufacturing projections. In the
business register, every establishment is classified exactly in its own industry,
whereas in structural business statistics for manufacturing the aim isto portray
manufacturing activities as awhole. Consequently, structural business statistics
for manufacturing show some establishments belonging to business services,
e.9. Research and devel opment (Industry 73) and Architectural and engineering
activities and related technical consulting (Industry 742). Efforts were made to
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avoid the duplication of establishments by extracting such establishments from
data on business services.

3.17.6.2. Calculation method

Output

The same calculation method is applied to all business services. The
calculations begin by determining market output and output for own use, the
sum of which gives output at basic prices. Next, the intermediate consumption
at purchasers' pricesis deducted from this output, resulting in gross amount
value added at basic prices.

Output at basic prices consists of market output with hidden economy and own
use output added to it. Market output comprises the turnover of the
establishment, additions to stocks of finished goods and other output from
business activities. Turnover is got from establishment data in the business
register. Advertising services are an exception. In their case, business register
turnover is equivalent to gross profit, due to which industry turnover is
determined by applying structural business statistics turnover data. Additionsto
finished goods and other output from business services are aso derived from
structural business statistics. The share of production belonging to the hidden
economy has been determined on the basis of the survey by Pekka Rytkdnen
Oy, Consultants. Output for own use includes computer software.

Intermediate consumption

Data on intermediate consumption are not found directly from the business
register and are calculated by means of structural business statistics instead. For
this purpose, the following components are first added: purchases during the
financial period less inventory purchases, external services, rental expensesless
payments for financial leasing, and other fixed and variable expenses. Software
investments are deducted from the sum obtained and intermediate consumption
iswhat remains.

Financia leasing isfound at the level of main Industry K only from a
centralised financia leasing estimate. The division into subindustriesis
performed in relation to structural business statistics leasing rentals.

3.17.7..Central government and non-profit institutions

3.17.7.1

In Industry K can be found Other non-market output for central government in
the following industries. Real estate leasing and management (7022), Research
and development (73), Technical services, testing and anaysis (742) and
Miscellaneous business activities n.e.c. (748). The output of non-profit
ingtitutionsis found in Research and development (73).

Market producers

In 1995-1998, the State Real Property Agency acted as a central government
market producer in the industry ' Real estate leasing and management’ (7022)
before it became an unincorporated state enterprise in 1999. From 1995, the
defence administration’ s construction utility acts also as a central government
market producer in theindustry ‘Management of real estate on afee or contract
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basis . The calculation methods in these industries are otherwise the same as
those for other central government finances, but State Real Property Agency
(Senaattikiinteistot) and the defence administration’s construction utility are
now treated as market producers in that the calculations are now made from the
top down, so to speak. The market output of the units consists of industry
output at basic prices, and the industry’ s value added is obtained by deducting
intermediate consumption from output. The operating surplus is obtained when
consumption of fixed capital and compensation of employees are deducted
from value added.

Calculation of the State’ sindustriesis explained in Section 3.18.1. Calculation
of non-profit institutionsis explained in Section 3.20.4.

3.18 General government; compulsory social security (L)

Thisindustry only contains the output of central and local government finances
and social security funds.

A general description of public institutionsis given here. These are central
government finances, local government finances and social security funds.

3.18.1 Central government

The central government’ s share of value added in the economy has been well
over 5% for the last twenty years. During the recession at the start of the 1990s,
the central government’s share of GDP increased exceptionally to almost 7%,
but by the end of the millennium it had returned to its earlier level. The central
government’ srolein national productivity is not of any great significance.
Production of public servicesin our society islargely the responsibility of the
local authorities.

The central government’ stask is rather to see to the redistribution of income.
Most of the national revenue accrues from direct and indirect taxation while
roughly 60% of expenditure consists of various benefits paid, grants and
income transfers. The other significant expenditure items are wages and
salaries, intermediate consumption and debt interest payments, an item which
rose sharply in the 1990s. Total central government expenditure in recent
decades amounted to roughly one quarter of GDP. In the early 1990s, arare
public economy record was achieved: the central government’s share of GDP
spending rose to over 35% with afew years.

In addition to being responsible for the final accounts of offices charged with
budget accounting duties, central government controls extra-budgetary funds:
the Development Fund of Agriculture and Forestry, the Oil Pollution
Compensation Fund, the National Nuclear Waste Management Fund, the
Housing Fund of Finland, the State Pensions Fund, the National Export
Guarantee Fund, the National Emergency Supply Agency, the Intervention
Fund of Agriculture, the Government Guarantee Fund, the Fire Protection Fund
and the TV and Radio Fund. Unincorporated state enterprises belong to the
enterprise sector. Examples of unincorporated state enterprises are: Senate
Properties, established in 1999 (formerly known as the State Real Property
Agency), and the Finnish Institute of Public Management (HK). Also belonging
to the enterprise sector are companies over which the government has partia or
full control.
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Central government production is divided among 15 accounting industries:
4502 Civil engineering; 6301 Railway development; 6302 Road devel opment;
6309 Other supporting transport activities; 7022 Letting and operation of red
estate; 7032 Management of real estate on afee or contract basis; 73 Research
and development; 742 Technica services, testing and analysis; 748
Miscellaneous business activities; 751 Public administration; 752 Defence
equipment and conscripts, 80 Education; 851 Human health activities; 853
Socia work activities, and 92 Recreational, cultural and sporting activities.

Civil engineering includes the production activities of the Road Administration
from which the FinnishRoad Enterprise was hived off at the start of 2001.
Railway development consists of the Railway Administration Centre (RHK),
road development consists mainly of the Road Administration’s administrative
activities and other auxiliary transport activities consist of the Finnish Maritime
(MKL). The output of the real estate leasing and management industry includes
the activities of the State Real Property Agency before it became an
unincorporated state enterprise at the start of 1999. Management of real estate
on afee or contract basis included the defence administration’s construction
utility since 1995, when it became an agency separate from the defence forces.
Research and development is performed by the State Technical Research
Centre (VTT), the Finnish Forest Research Institute (METLA), the Agricultural
Research Institute (MTK), the Geological Survey of Finland (GTL), the
National Public Health Ingtitute (KTL) and the Academy of Finland (SA). The
key technical service agencies belonging to the industry are the National Land
Survey of Finland(MML) and Radiation and Nuclear Safety Authority(STK).
Miscellaneous business services mainly involve the Ministry of Labour’s
Employment and Economic Devel opment Centres’ employment departments
(TE-keskukset).

The key government activities are obvioudy in the central government sphere.
In thisindustry, departments of note are the Ministry of Defence, the National
Board of Taxes and the various ministries. The defence equipment and
conscripts industry includes conscript training for the defence forces and
defence materiel procurement. Among key departments in the education
industry are universities and academic institutions at university level. Health
care services and social services consist mainly of the activities of the National
Research and Development Centre for Welfare and Health (STAKES).The
production of recreational, cultural and sporting activities involves mainly the
functions of Ministry of Education, the Governing Body of Suomenlinna, and
the Finnish National Gallery.

3.18.1.1. Main data sources

In compiling the government sector of the national accounts, the main data
sources are consolidated central government accounting data and the Financia
Statement and Report (cf. Chapter 11). In assessing employment levels,
government employee data from the Research Ingtitute on the Finnish Economy
(ETLA) and the Labour Force Survey are used.

3.18.1.2. Calculation method

The methods for different industries are basically similar. The calculation
methods common to all industries are shown below. Exceptions will be
separately discussed.
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Calculations are performed from the bottom up (in industries 7022 and 7032,
from the top down, because these industries have only market producersin the
central government sector). By adding wages and salaries and employers

social contributions, the total for compensation of employeesisfound, whichis
equal to the net value added. The gross value added is obtained by adding
consumption of fixed capital to net value added. When intermediate
consumption is then added to gross val ue added, output at basic pricesis
obtained.

When salesitems (Market output P11 and Other non-market output P131) and
output for own final use (P12) are deducted from output, other non-market
output (P131) is obtained as a production and generati on-of-income account
residual. Other non-market output together with socia benefitsin kind
(D631K) form central government final consumption expenditure (P3K).

Output

The central government sector’ s output is obtained by totalling compensation
of employees, consumption of fixed capital and intermediate consumption. The
outpuit is further divided into market output, including mainly income obtained
from economic transactions, rental income and various operating charges, sales
of non-market products consisting chiefly of output resulting from transactions
governed by public law, output for own final use that includes only own-
account produced computer software and other non-market output, obtained by
deducting the above mentioned items from outpui.

Intermediate consumption

Key items to be calculated as intermediate consumption are materials, supplies
and goods, rents, various purchases of services, various payments and

val ue-added-type taxes added to the above. Thetotal of separately purchased
software investments, which are counted as investments, are deducted from the
intermediate consumption of each industry.

Value added

Wages and salaries consist mainly of remuneration from general government
posts and employment relationships. In the defence equipment and conscript
industry, benefitsin kind, which cover meals, travel and uniforms obtained by
conscripts and conscientious objectors who perform alternative service, are
added to wages and salaries.

Employers’ social contributions are obtained directly from each account for
non-wage labour costsin central government on-budget accounting. An
exception to thisis the account for "accident insurance premiums', which is
divided between accident and group life insurance premiums. In addition,
payments from the "Change in the liability for non-wage labour costs for
holiday pay" account are broken down into the various types of contribution in
proportion to the other socia security contributions paid.

Consumption of fixed capital in the central government sector is obtained from
the capital stock model.

Table 29. Central government production/gener ation-of-income accounts by industry, 2000
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Production account 4502 6301 6302 6309 7032 73 742
Output at basic prices 357 363 777 228 163 685 153
Market output 54 63 3 102 163 123 54
Output for own final use 0 0 0 0 0 6 1
Sales of non-market products 0 0 0 0 0 22
Other non-market output 303 300 774 126 556 76
Intermediate consumption at 203 189 164 72 105 249 50
purchasers’ prices

Value added, gross at basic prices 154 174 613 156 58 436 103
Consumption of fixed capital 14 169 551 73 0 48 7
Added value, net at basic prices 140 5 62 83 58 388 96
Generation-of-income account

Wages and salaries 108 4 49 65 33 315 77
Employers’ social contributions 32 1 13 18 8 73 19
Operating surplus/mixed income, net 17

Production account 748 751 752 80 851 853 92
Output at basic prices 120 4446 684 1706 40 18 54
Market output 6 402 0 224 28 11 6
Output for own final use 0 15 0 13 0 0 0
Sales of non-market products 0 53 0 0 0 0 0
Other non-market output 114 3976 684 1469 12 7 48
Intermediate consumption at 33 1669 602 580 7 8 27
purchasers’ prices

Value added, gross at basic prices 87 2777 82 1126 33 10 27
Consumption of fixed capital 3 266 0 164 12 1 9
Added value, net at basic prices 84 2511 82 962 21 9 18
Generation-of-income account

Wages and salaries 66 1968 82 777 17 7 14
Employers’ social contributions 18 543 0 185 4 2 4

Operating surplus/mixed income, net

3.18.2 Local government

In this chapter, local government calculations will be examined. The local

government sector is demarcated by the activities of municipalities and joint
municipal authorities, the Government of Aland (incl. its pension fund), public
activities of the Association of Finnish Loca and Regiona Authorities (KL)
and the Commission for Local Authority Employers (KT). In this context,
public activities denote the activities of units whose output accounts for less
than 50 % of costs when the unit meets the criteriafor an institutional unit.
Hence, commercial activities of municipalities and joint municipal authorities
do not come under the local government sector, and their utilities are counted in
the enterprise sector. The commonest municipal utilities are heating and electric
power plants, water supply and purification plants, harbours, and mass transit
authorities.

The production activities of the institutional unitsin the sector (e.g. enterprise,
local government, central government) are divided into establishments. The
latter are either of the market or non-market producer type, and their typeis
determined by the main output of the production unit. Market producers cover
at least 50 % of their production costs by sales output. Non-market producers
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are either own fina use producers or other non-market producers. The output of
other non-market producersis financed mainly by tax revenue (production of
central and local government services) or by income transfers'members’ dues
(production of services of non-profit institution serving households.

Producer types are further classified in accordance with the Standard Industry
Classification (SIC95). Thisis used to describe production activity (production
account economic activities, formation of fixed capital, level of employment
and work contribution). The following industries are calculated in the local
government sector: Road development (6302), General government finances
(751), Education (80), Health and socia work (85), Sewage & refuse disposal,
sanitation and similar activities (90), and Recreational, cultural and sporting
activities (92). Logging (0212) is a market producer, and other industries are
Other non-market producers. Municipaities and joint municipal authorities are
involved in industries Construction of buildings (4501), Development (701)
and Ownership of dwellings (7021). Dueto the insufficiency of source data, no
separate production accounts are calculated for these industries. Instead, they
areincluded as ancillary production in the industries of other local government
sectors.

The local government share of value added in Finland’s GDPwas 12.4 % in
2000. Correspondingly, its share of final consumption expenditure amounted to
61.3 %. Municipalities and joint municipal authorities produce almost all of
Finland’ s educational, health care and socia services (cf. Table 30).

Table 30: Share of value added of local government industries
compared to that of aggregate national accounts, in 2000.

Industry: Local government share of value added:
0212 Logging 22 %

4502 Civil engineering 8.1%

6302 Road development 28.9 %

751 General government finances 44.7 %

80 Education 65.1 %

851 Health activities 79.6 %

852 Veterinary activities 31.1%

853 Social work activities 78.3 %

92 Recreational, cultural & sporting activities  33.8 %
Municipal institutions, industries total 12.4 % of GDP

3.18.2.1. Main source materials
The key data sources in the local government sector are

a) for financial data at current prices: the Statistics on the finances and
economic activities of municipalities and joint municipal authorities, the
financial statement of the Government of Aland, (Bokslut for landskapet
Aland), the annual report of the Government of Aland’ s pension fund
(Landskapet Alands pensionsfond, verksamhetsberéttelse), annual reports of the
Association of Finnish Local and Regional Authorities and the Commission for
Local Authority Employers;

b) for employment data: "Loca Authority Sector Wage Statistics', published
by Statistics Finland; "Local Authority Sector Monthly Salaries', based on the
locdl authority staff register. It contains staff numbers and a cross-section of
aggregate data for October; and Statistics Finland’' s Labour Force Survey.
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The main source of data, in a) above contains all statistical units belonging to
local government, compiled annualy (in 2000, there was atotal of 452
municipalities, 246 joint municipal authorities in addition to the unitsin @)
above). The key employment data source "Local Authority Sector Wage
Statistics" islikewise based on aggregate data. Other sources are issued
annudly, the labour statistics monthly.

3.18.2.2. Production & generation of income: other non-market

producers

Local government production of other non-market producers is calculated by
means of costs. Output at basic prices is assessed at the same value as inputs,
i.e. total input. The production and generation-of-income accounts reflect the
kind of input used to generate products for government activities, and the way
production is separated into government consumption (P13 Other non-market
output), income from products sold (P11 Market output, P131 Sales of non-
market products) and goods and services produced for own use (P12 Output for
own final use). No operating surplusis considered to arise from the activities of
other non-market producers.

The gross value added components of other local government non-market
producers are wages and salaries, employers’ socia contributions, consumption
of fixed capital and other taxes on production. Output at basic pricesisthe sum
of gross value added and intermediate consumption.

Some goods and services produced by local government are sold on the market
at pricesthat cover production costs. On this basis, they are defined as market
products and sales revenues are recorded in the production account as market
output (P11). Part of what is produced is sold as so-called hon-market products
on which sales revenues are not intended to cover production costs. These
products are recorded in Sales of non-market products (P131). When the sales
income from these different products and output for own final use (P12) are
deducted from output calculated as the total cost (P1), other non-market output
(P13) is obtained as a production and generation-of-income account residual .
Other non-market output together with social benefitsin kind reflect central
government final consumption expenditure (in P3K sector accounts).

Next, calculation solutions for production accounts will be described according
to economic activity: Industries 751 Public administration, 80 Education, 851
Human health activities, 852 Veterinary activities, 853 Socia work activities,
90 Sewage and refuse disposal, sanitation and similar activities, and 92
Recreational, cultural and sporting activities. The industries are obtained by
combining function typesin the main source Table 01 (cf. Questionnaire, Part
I1). The calculation method of the Industries 4502 civil engineering and 6302
Road development that belong to other non market producers differs somewhat
from the above, hence it will be treated separately below.

Value added

Wages and salaries (D11K) include financial statistics Table 01 ((cf.
Questionnaire, Part 11) under expenditure category "Wages and Salaries”.
Municipal financial statistics show the latter as net, i.e. wages and salaries with
rectifying staff benefits deducted in local government profit and loss accounts.
In national account calculations, any monetary benefit in kind received by an
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employee are added to wages and salaries and deducted at the same time from
intermediate consumption.

Wages and related social contributions of relief agricultural workers are
registered in the national accountsin the agriculture industry production
account. They are deducted from local government financial statistics wages
and salaries (Industry 853) when calculating the local government production
account.

Employers social contributions are compulsory, optional and imputed socia
contributions paid by employers.

Employers’ compulsory social contributions are the national pension, employee
pension, statutory accident, unemployment and group life insurance
contributions paid by employers. Compulsory social contributions are
calculated by multiplying the industry’ s annual total of wages and salaries by
the average percentage of the insurance premium in question.

Employers’ optional social contributions are got by deducting any compul sory
social contributions from the total contributions paid by local government
(Questionnaire Form, Part I, Table 01, Line: 0370 Pension insurance premiums
and 0380 Other socia security contributions). Optional social contributions
consist of optional accident insurance and pension plans paid by local
government.

Municipalities and joint municipal authorities have been making financed
pension plan contributions since 1988. The central government has continued to
pay the pension contributions of comprehensive and upper secondary school
teaching staff employed by local government directly from the budget. In loca
government estimates, the imputed pension allocation of such teachersis
recorded in the employer’s imputed socia contributions (D122K), so that the
generation of income by different types of producer will be commensurate. All
pension alocations for comprehensive and upper secondary school teachers
were imputed until 1997. From 1998, progressive financing of future pension
payments of such teachers was aso begun. The portion paid by the loca
government rises each year. Imputed social contributions have been decreasing
since 1998 as aresult and the financed portions have been transferred as
employee pension insurance payments. Imputed socia contributions are
obtained using imputed employee pension contributions from the total wages
and salaries of comprehensive and upper secondary school teachers. Since
2001, imputed socia contributions no longer exist because the percentage rate
of the national employee pension insurance premium (VEL) on which they
were based exceeded the rate of the imputed employee pension insurance
premium.

Other taxes on production (D29K) include vehicle operating fees paid by
local government (Industry 751) and waste management taxes (Industry 90,
dating from 1996). The former data are based on central projections for national
accounts and the latter on datain final central government accounts.

Calculations for consumption of fixed capital are based on the nationa
accounts' capital stock model. Consumption of fixed capital by local
government is calculated for residentia buildings, non-residential buildings,
civil engineering and other buildings, transport equipment, other machinery and
equipment, computer software and major land and other improvements.
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Intermediate consumption

The following expenditure categoriesin the financia statistics of local
government (Part 11, Table 01) are calculated for intermediate consumption:
customer service purchases from central government, municipalities, joint
municipal authorities and others; purchases of other services, materials,
supplies and goods, miscellaneous expenses, and external rent expenditure.
During the period 1997-1999, internal and external rent payments were not
separated in municipal financial statistics. Instead, they were combined under
theitem 'rent payments'. Because only external rents are included in municipal
accounting in the national accounts, the share of such payments were estimated
for the above years according to figures entered in the 2000 financial statistics.

The municipalities, using central government transfers, finance part of the
health and social services production of joint municipal authorities. These
transfers appear in the financial statistics of these industries as purchases of
client services from joint municipal authorities. These transfers between
municipalities and joint municipal authorities are taken out of intermediate
consumption. In sector accounts, cash flow isincluded in the economic activity
'Central government transfers to municipalities, joint municipal authorities'.

Purchases of client services by local government from others include services
purchased directly from enterprises, foundations, associations and parishes for
residents without any payment by residents. These purchases are treated, not as
intermediate consumption, but as social transfer payments (benefitsin kind), as
they are not part of the service production of municipalities and joint municipal
authorities. These transfer paymentsin kind are recorded directly in
government consumption.

Local government software investments are to be found in central calculations
of the national accounts. These acquisitions appear in the financial statistics of
municipalities and joint municipal authorities as’ purchases of other services
(90 %), in intermediate consumption’, and as’ machines and equipment’ (10 %)
in investments. In order to avoid repetition, the above items must be deleted
from intermediate consumption and investments in machines and equipment. .
Also deducted from intermediate consumption are payments of cash benefitsin
kind, which are transferred to wages and salaries.

Vaue-added tax paid by local government is taken from Table 1 in municipal
financial statistics from economic activity 2965 'reimbursement system vaue-
added tax’, which isreflected in the value-added tax returned to municipalities
by central government applying to intermediate consumption. This paid and
reimbursed value-added tax is added to intermediate consumption.

As was observed above, the value of production, P1 output at basic pricesis
calculated as the sum of gross value added and intermediate consumption.

Industries 4502 Civil engineering and 6302 Road development

Most of the aggregate national account level production of Industries 6302
Road development and 4502 Civil engineering is produced in the enterprise
sector by market producers. Non-market production also occursin these sectors
produced by the municipalities and central government, among others. The task
of local government in this sphere is considered in the national accountsto be
the construction and maintenance of roads and streets, together with other civil
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engineering structures (circulation, landscaping and parking areas, airports, for
example).

In the 6302 Road development industry of local government are shown the
investments made in the new construction and repair of worn road networks.
Theindustry is considered to be demand driven, the requested construction of
the road network being produced by the civil engineering industry in the
enterprise sector, i.e. the municipalities purchase road construction materials
and services on the market. Only consumption of fixed capital (K1K), which
impacts added value as much as final consumption expenditure, is shown in the
local government production account of the industry. The data source used for
these enterprise sector produced road investments requested by municipalities
are Table 02 in the financial statistics of municipalities and joint municipal
authorities under Task 460 ' Traffic arteries' . Data on the consumption of fixed
capita, i.e. consumption of road networks, are obtained from the national
accounts' capital stock model.

In the 4502 Civil engineering industry of local government are shown the
maintenance of roads and streets and the construction and maintenance of other
civil engineering structures are shown. The municipalities are responsible for
the production of these services. The production account of the industry is
calculated in two parts. First to be calculated is the maintenance share, the data
source for which is Table 01 in the financia statistics under Task 460 Traffic
arteries . Maintenance related wages and salaries, social contributions,
intermediate consumption and sales items for maintenance are obtained from
this source. Added to these economic activities are figures for the Government
of Aland, to be found initsfinancial statement. Additionally, value-added tax,
to befound in central government sector data, is added to intermediate
consumption. Data on the consumption of fixed capital are obtained from the
national accounts' capital stock model.

Next, new construction of other roads and streetsis calculated. The data are to
be found in financial statistics Table 02 under economic activity ' Fixed
structures and equipment’ from financial statistics tasks other than 460 ' Traffic
arteries . The output is obtained from this investment demand, produced by the
municipalities. This output is divided into intermediate consumption and
compensation of employeesin Table 05 under civil engineering investment in
proportion to ' staff benefits', 'services' and ' materials, equipment and goods'.
The civil engineering industry is assumed not to produce an operating surplus.
Adding together the two parts — maintenance and new construction of other
than roads — gives local government’s civil engineering production account.

3.18.2.3 Production and generation of income: market producers

Among local government industries, 0212 Logging is a market producer.
Market producers are those which cover at least 50 % of costs through sales.
Their output is mostly market output (P11), but they may also have output for
own final use (P12). They are excluded from having other non-market output
(P13). The production accounts of market producers, starting with output, are
calculated from the top down. The gross added value is obtained by deducting
intermediate consumption from output. The operating surplus,. which is shown
in the sector account, is obtained when compensation of employees and other
taxes on production are deducted from added value and other subsidies on
production are added to it.
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The main sources used to calculate Industry 0212 Logging are the financial
statistics of municipalities and joint municipal authorities (Table 01: Task 660).
The industry’ s market output (P11), intermediate consumption (P2K) and
compensation of employees (D1K) are obtained directly from municipal
financial statistics. Output for own final use in forestry and major improvement
work (P12), an estimate of which isto be found in the Finnish Forest Research
Institute’ s sylviculture and major improvement work statistics, are added to the
calculations. Consumption of fixed capital is obtained from central accounting
of the national accounts.

Table 31: Local government production and generation of income by
industry in 2000, million

Tranaction/ Industry 0212 4502 6302 751 80 851 852 853 90 92  Total
P1R Output at basic price 77 540 252 4041 4745 5911 27 3561 126 966 20246
P11R Market output 72 185 1391 232 467 9 302 7 84 2749
P12R Output for own final use 5 59 61 33 2 1 16 197
P139R Sales of non-market products 124 153 61 464 2 533 90 61 1488
P13R Other non-market output 231 252 2438 4391 4947 16 2704 28 805 15812
P2K Intermediate consumption at 17 427 1798 1163 1729 13 666 76 314 6203

purhcasers’ prices
B1GPH Gross value added at basic prices 60 113 252 2243 3582 4182 14 2895 50 652 14043

K1K Consumption of fixed capital 3 2 252 364 408 308 163 4 148 1652
D1K Compensation of employees 11 111 1878 3174 3874 14 2732 13 504 12311
D11K Wages and salaries 9 83 1439 2497 2967 9 2073 10 386 9473
D12K Employers’ social contributions 2 28 439 677 907 5 659 3 118 2838
D29K Other taxes on production 1 33 34
D39R Other subsidies on production

B13N Operatin surplus/mixed income 46 30
D631K Social benefits in kind 5 32 110 598 7 752

3.18.3 Social security funds

3.18.3.1

Employee pension insurance (7531)

The industry includes insurance companies, pension funds and trusts
specialised in statutory (compulsory) employment insurance and other pension
institutions.

In Finland, statutory employment insurance, compulsory for al employers, is
found in the compulsory social security industry as part of non-market
production. In the sector classification, it belongs to the general government
subsector under social security funds. There are severa employment insurance
systems: TEL (Employees Pensions Act) for private sector employee pensions,
LEL (Short-term Employees Pensions Act), TaEl (Artistsand Workersin
Other Particular Groups Pensions Act), MEL (Seamen’s Pensions Act), MyEL
(Agricultural Entrepreneurs’ Pensions Act), YEL (Entrepreneurs Pensions
Act), KVTEL (Local Authority Employees Pensions Act), VEL (State
Employees’ Pensions Act) and KiEL (Evangdlical Lutheran Church Pensions
Act). Excepting the State Employees’ Pension Fund, the bodies looking after
such employee pensions are independent ingtitutions. The State Employees’
Pension Fund is a fund lacking independence found under the State sector.
Besides compulsory statutory insurance, some systems offer a small degree of
voluntary additional pension cover.
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While they are many, each pension systems manages its own section of the
labour force’ s compulsory pension cover and does not overlap. The system can
be seen as collective, covering the entire population. The size of pension cover
as awhole and of employee pension contributions are decided by collective
agreement. The Finnish employee pension system operates mainly as a
digtributive system, the degree of funding being less than 20 %. The centra
body of the employee pension system, the Central Pension Security Ingtitute,
offers advisory information, carries out research and maintains an employment
relationship register based on which earned employee pensions are cal cul ated.

Premium incomein 1998 (FIM mill.):

TEL Employees’ Pension Act 32100
LEL Short-term Employees’ Pension Act 2155
TaEL Artists and Workers in Other Particular Groups Pension Act 293
MEL Seamen’s Pension Act 285
MyEL Agricultural Entrepreneurs’ Pension Act 832
KVTEL Local Authority Employees’ Pension Act 12 493

The employee pension system in Finland is well supervised and regulated with
information being readily available. The "Insurance Companies', published
annually by the Insurance Supervisory Authority (VVV) in the Official
Statistics of Finland series, contains data on pension insurance companies. The
authority aso publishes aggregate data on pension trusts and funds. The annual
reports and financial statement data of other pension ingtitutions listed above
are also available. Federation of Finnish Insurance Companies publishes a
summary of financial statement data of pension insurance companiesin May
each year.

Output in theindustry is calculated through expenditure. It isthe combined
total of value added (compensation of employees plus consumption of fixed
capital) and intermediate consumption.

Compensation of employeesis calculated by summing wages, salaries and
social security contributions from the profit and |oss account. | ntermediate
consumption consists of other operating expenses in the profit and loss account.

Consumption of fixed capital is obtained from the national accounts' capital
stock model.

3.18.3.2. Other compulsory social security (7539)

According to Finland’ s standard industrial classification SIC 95,
compulsory social security activities (7530) are divided into Social
Insurance Institution (75301), statutory employment insurance (75302) and
other compulsory social security activities, which include funds and benefit
societies speciaising in unemployment insurance (75309). The subindustry
"Other compulsory social security" covers classes 75301 and 75309. These
industries account for roughly 0.2% of Finland's GDP.

In Finland, the activities of the following funds are involved in the industry:
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The Social Insurance Institution (KELA)

- The Unemployment Funds (TYKA)

- The Unemployment Insurance Fund (TVR)

The Training and Redundancy Payment Fund (KER)

- Sickness insurance benefitsin accordance with the Sickness Insurance Act
are paid by the

- Sickness Funds together with so-called supplemental funds which grant
additional sickness benefits.

- Burial and Redundancy Assistance Funds

- The Association of Insurance Funds.

The main activity of these fundsisto bring about socia benefits and they
must meet the following criteria:

a) Certain population groups are obliged by law or statute to participate in the
system i.e. pay social security contributions;

b) General government is responsible —irrespective of its task as a supervisory entity or
as an employer —for the performance of the ingtitution in resolving or
approving payments or benefits.

Thereis usudly no direct connection between the payments made by
individuals and the risk which they undergo.

The Social Insurance I nstitution (KELA) looks after the basic security of
residentsin Finland in various life situations.

Facts about KELA

1997 1998 1999
Total expenditure, FIM billions 54.1 555 552
Operating expenses/Total costs, % 2.9 3.0 3
Benefit expenditure per person, marks per year 10200 10300 10400
Staff numbers 5718 5718 5778
Benefits paid by Soc. Insurance Institution, FIM mill. 1997 1998 1999
National pensions and disability benefits 18468 17758 17 181
Sickness insurance benefits 10579 10919 11506
Rehabilitation benefits 1062 1140 1234
Unemployment benefits 6140 6242 6368
Children’s allowances 10501 10748 10649
Financial aid for studies 3464 3611 3622
Housing allowances 2122 2559 2891
Other benefits 133 75 78
Total expenditure on benefits 52470 53049 53529

Unemployment Funds are bodies corporate operating with mutual
responsibility, whose purpose is to ensure the safety of earnings intended by the
unemployment laws for their members. The unemployment funds pay their
unemployed members earnings related daily unemployment or training
allowances. In addition, they may pay other forms of support. The funds are
entitled to central government transfers, alocated to daily unemployment
allowances paid by the unemployment fund and to other unemployment
benefits and administrative expenses. Unemployment funds were underwritten
by the Central Fund of Unemployment Funds, under the control of the Ministry
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of Socia Affairsand Health until the Unemployment Insurance Fund (cf.
below) was set up in 1998. At the start of 1999, there were 49 unemployment
fundsin Finland.

The Unemployment Insurance Fund is an independently run
employer/employee financed body under the Ministry of Social Affairsand
Health’ s supervision, whose purpose is to finance unemployment security
benefits. The fund’ s resources are collected as compulsory unemployment
insurance contributions from employers and employees. It suppliesthe
financing needs of earnings related unemployment insurance to the extent to
which the State and individual unemployment funds are not obliged. The fund
also meets certain other expenditure requirements.

The Training and Redundancy Payment Fund pays employees redundancy
payments at the end of their employment relationships and pays for
self-directed professional education. The fund’s activities are financed by
payments collected from employers as part of unemployment insurance
contributions on earnings. The amount to be paid by employersisratified by
the Ministry of Social Affairs and Health. The expenses of the fund are covered
by the unemployment insurance fund.

Sickness Funds are insurance funds whose main purpose is payment of
sickness benefits. They supplement sickness insurance. The members are
usually employees of particular employers or persons belonging to a particular
profession. Sickness funds can allow statutory sickness insurance benefits and
supplemental benefits to members and families of members. There were 156
such funds at the end of 1998. Funds paying supplemental benefits generally
collect membership fees by which most of the benefits are financed. Employers
may also participate in the expenses.

Burial and redundancy assistance funds are insurance funds whose members
are usually employees of particular employers or persons belonging to a
particular profession. There were 11 such fundsin 1998.

The Association of I nsurance Funds acts as an umbrella organ for the various
funds, guards their prerogatives and represents them, providing expert advice
and supporting the funds. The association is controlled by the Insurance
Supervision Authority. At the end of 1998, there were 202 member fundsin the
associ ation with roughly 230 000 members. Sickness funds numbered 170,
pension funds 21 and burial and redundancy assistance funds 11.

3.18.3.2.1. Main data sources

The main data sources used are the financial statements of social security funds
and separate surveys. In 1998, KELA's share of the output of the "Other
compulsory socia security” industry was roughly 74%, the combined
"Unemployment funds' and "Unemployment insurance fund” roughly 14 %,
others roughly 12%.

KELA: financial statement, annual report, quarterly report and itemised surveys
and the KELA statistical yearbook.

Unemployment Funds: statement of accounts compiled by the Ministry of

Socia Affairsand Health and other summaries of unemployment funds
accounts.
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Unemployment Insurance Fund: statement of accounts and Annual Report.

Training and Redundancy Payment Fund: statement of accounts and Annual
Report.

Burial and redundancy assi stance funds: statement of accounts for burial and
redundancy funds accounting compiled by the Ministry of Social Affairsand
Health.

Sickness Funds: statement of accounts for sickness funds accounting compiled
by the Ministry of Social Affairsand Health.

3.18.3.2.2. Calculation method

Output of "Other compulsory social security” is calculated through expenditure.
The industry’ s output is the sum of value added and intermediate consumption.

Intermediate consumption

The output of social security (statutory accident insurance and employee group
life insurance) in market production insurance activitiesis also counted in
social security intermediate consumption. Namely, public sector is understood
to purchase social security managed by the private sector (insurance
companies).

Value added

Consumption of fixed capital is obtained from the capital stock model, not by
using depreciation from profit and loss accounts.

The change in the holiday pay debt and meals benefit are included in the
earnings of other social security funds. Employers’ social contributions are
calculated according to the percentage of the premium.

3.19. Education (M)

3.19.1. Market producers

Thereis market producer output in the Education (80) industry in Finland in the
following subindustries: Driving school activities (80410), In-service training
centres (80422), Language schools and centres (80423), Correspondence
schools (80424) and Other educational ingtitutions (80429). Private sector
education is not widespread in Finland compared to public education and
non-profit organisations.

The source used is data on establishments in the business register, the structural
business statistics and the financia statistics of municipalities and joint
municipal authorities. All sources are issued annually. Datain the financial
statistics of municipalities and joint municipal authorities are used in
accounting since not all local authority utilities are yet part of business register
and structural business statistics. The remainder are aggregate statistics. Data
sources are exhaustive and reliable, as far as the visible economy is concerned.
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In order to ensure the exhaustiveness of industry estimates, the estimates relied
also on special reports by Pekka Rytkénen Oy, Consultants, about hidden
markets in the service sector and reports based on tax auditing data. The reports
indicate that there are private teachers in the hidden economy who do not pay
taxes on income and are not registered for preliminary tax withholding.

Output at basic prices equals the market output and own-account production
total. Intermediate consumption is deducted from output at basic prices,
resulting in gross value added at basic prices. Any units yielding turnover are
included in calculations and those without turnover are counted as belonging to
non-profit activities.

Market output is calculated on the basis of the business register and the
financial statistics of municipalities and joint municipa authorities. Industry
turnover isto be found in establishment data in the business register. Since
local authority utilities are not included in the business register, they are added
to calculations separately. Their output includes the items: turnover, additions
to stocks of finished goods and other profit from business activities. Computer
software produced on own account is output for own final use.

Intermediate consumption

In calculating intermediate consumption, the ratio between it in structural
business statistics and output in accordance with structural business stetisticsis
utilised. Equally, thisratio is used for market output as cal culated above
according to the business register. The following items were taken from
structural business statistics into intermediate consumption: total purchases
during the financial period (less inventory purchases), purchases of external
services, rents and other variable and fixed costs. I ntermediate consumption of
local authority utilities is added to the intermediate consumption thus
calculated. It is obtained from the sum of itemsin the financial statistics of
municipalities and joint municipal authorities. purchases of services, purchases
during the financial period, additions to inventory, rents and other operating
costs. The number of separately purchased software investmentsis deducted
from the intermediate consumption total of structural business statistics and
locd authority utilities.

Table 32: Output and intermediate consumption of market
production in MNO industriesin 2000, FIM mill.

Industry 80| 851| 852| 853 90| 911| 92| 9301| 9309
Structural business statistics, business 3051164 62| 225| 494| 260[1951| 215 415
register

Municipal utilities 58 336

Household Budget Survey, Product level 14 57

adjustment

Hidden economy 3 2 96 36
Market output, total 3661180 62| 282| 830, 260|2047| 215 451
Own-account computer programme 5 2 1 13 10

investments

Original work investments 30
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Output for own final use, total 5 2 1 13| 40

Output at basic prices, total 371/ 1182| 62| 283| 830 2732087 215 451
Structural business statistics and business | 139| 471| 34| 80| 245/ 114[1119] 93| 213
register

Municipal utilities 23 118

Household Budget Survey, Product level 15

adjustment

Separately purchased software -16| -31| -3 -5 -1l -40 2 -4
Intermediate consumption by authors 3

Intermediate consumption at purchasers’| 146| 440, 31| 93| 358 113|1082| 91| 209
prices, total

Gross value added at basic prices 225 742 31| 190( 472| 1601005 124| 242

3.19.2. Non-market production: Central government

Calculation of thisindustry is explained in Section 3.18.1.

3.19.3. Non-market production: Local government

Calculation of thisindustry is explained in Section 3.18.2.

3.19.4. Non-market production: Non-profit institutions serving
households

Calculation of non-profit institutions in general is explained in Section 3.20.4.

Wages and salaries are based on the Business Register in the education
industry. In the national accounts, the schools of non-profit ingtitutions and
limited company type schools with no turnover, classified in the corporation
section of the business register, are counted as non-profit activities within the
education industry. Social security contributions are calculated on the basis of
industry percentages.

Consumption of fixed capital is obtained from the capital stock model.

I ntermediate consumption in the education industry is derived from the schools
expensesregister. The National Board of Education maintains a school
expenses register of al schools entitled to a State subsidy. The register contains
the same data asin the profit and loss statements and balance sheets. The
registers allows intermediate consumption for the entire industry to be
evaluated very accurately.

3.20 Health and social work (N)

3.20.1. Market producers

The output of market producers of Human health activities (851) is found in the
following industries: Hospital activities (85110), Other medical practice
activities (85129), Dental practice activities (85130), Physiotherapy (85141),
Laboratory and x-ray examinations (85142), Ambulance service (85143) and
Other hedlth care services (85149) e.g. chiropractors. In Finland, private health
care services, like private educational services, are only afraction of the
number of public health care services.
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Veterinary activities (852) comprises veterinary services, quarantine care and
animal ambulance transport for farm animals and pets.

Market production of Social work activities (853) isfound in Finland in Social
work activities with accommodation (8531) and Social work activities without
accommodation (8532). The former include Child and youth welfare
ingtitutions (85311), Institutions for the disabled (85312), Ingtitutions for the
elderly (85313), Ingtitutions for a coholics and drug abusers (85314), Service
centres and residences (85315), Other ingtitutions (85316) and Family welfare
service (85317). The latter include Child day care (85321), Specialised day care
and education for the disabled (85322), Home help services (85323), Sheltered
work and rehabilitation (85324) and Other socia work activities (85329). The
production of private social activitiesis limited compared to that of public
activities and non-profit activities.

Establishment data in the business register and data in structura business
statistics are mostly used in health and social work calculations. They are
aggregate sources and are published annually. The data are exhaustive and
reliable as far as the aboveboard economy is concerned. In addition the data of
Household Budget Surveys are used in calculation social work activities. The
Household Budget Survey isa sample survey issued roughly every three years.
Survey data are relied upon for day care childminder calculations by private
families, asthe latter are not listed in the business register or structural business
statistics.

In order to ensure the exhaustiveness of industry estimates, the estimates relied
also on special reports by Pekka Rytkénen Oy, Consultants, about hidden
markets in the services sector and reports based on tax auditing data. These
reports maintain that a hidden economy exists in dental care and children’s day
care services.

The health and social work calculation method is the same as that of the
education sector abovei.e. the production account is calculated through output.

Market output of health and social work activitiesis calculated by means of the
business register and structural business statistics data. Turnover, increased on
the basis of structural business statistics data, is got from establishment
statistics in the business register. The total additions to inventory, production
for own use and other return on business activitiesis derived from structural
business statistics. Sales profit is deducted from the latter. From thisis got the
coefficient in relation to turnover in structural business statistics. This
coefficient is used to raise turnover in the business register to give the market
output. To this concerning social work activities is added the market output of
day care childminders found from Household Budget Survey data. The data
include purchases for private family day care and other care system services.
Computer software produced on own account is output for own final use.

For veterinary activities market output, turnover isfound in the business
register.

Intermediate consumption

When calculating intermediate consumption for human health activities and
veterinary activities, the relationship between it and output according to
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structural business statistics is utilised. Correspondingly, the same relationship
is utilised for market output according to the business register, as calculated
above. The following items were taken from structural business statisticsinto
intermediate consumption: total purchasesin the financial period (less
inventory purchases), purchases of external services, rents and other variable
and fixed expenses. The share of separately produced software is deducted
from intermediate consumption.

In calculating intermediate consumption for social work activities, the
proportion between intermediate consumption in structural business statistics
and output in accordance with structural business statistics is utilised, aswas
the case with the human health activities above. Day care childminder
intermediate consumption, for which Pekka Rytkdnen Oy, Consultants,
prepared a special report (25% of output), is added to the intermediate
consumption thus cal cul ated).

3.20.2. Non-market producers: Central government

Calculation of thisindustry is explained in Section 3.18.1.

3.20.3. Non-market producers: Local government

Calculation of thisindustry is explained in Section 3.18.2

3.20.4. Non-profit institutions serving households

Non-profit institutions serving households are found in the following industries:
Road development (6302), Research and development (73), Education (80),
Health and social work (85), Activities of membership organisations (91),
Recreational, cultural and sporting activities (92) and household service
activities (95).

Common calculation features of these industries are shown here. The particular
features of each industry are shown in conduction with each of the industries.

Value added

The earnings of non-profit activities serving househol ds are based mainly on
establishment data in the business register. Employers’ social contributions are
calculated according to the percentages of the appropriate employer for
earningsin the industry. Consumption of fixed capital is obtained from the
national accounts' capital stock model.

Intermediate consumption

Intermediate consumption is estimated through earningsin the industry. A more
relevant method would be to relate the different variables of the account to
output, but thisis very awkward because output in non-profit activitiesis
calculated using costs. Intermediate consumption is calculated in such away
that, based on the business register, an effort is made to take a sample of
organisations that are most central and most heterogeneous from an industry
viewpoint. The intermediate consumption of organisationsin the sampleis
calculated from their profit and loss statements. | ntermediate consumption is
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then raised to the level of the industry as awholein the relation of the sample
earningsto earnings in the industry as awhole.

The method is not without its problems. An effort was made regarding the
sample organisations to allow for as wide a coverage as feasible and
heterogeneity in the industry. In the instances where the industry hasjust afew
large organisations and is fairly homogeneous, the sampl€' s coverage is better.
In certain industries, this is much harder as they are so heterogeneous with
many small organisations. In such cases, coverage is unfortunately not as wide.
A suitable intermediate consumption in relation to earnings was sought by
including as many kinds of organisation as possible in the sample.

The calculation is done by first adding together the various expense
components, based on the profit and loss statements of the organisations and
deducting wages and salaries and employers’ additional expenses, asin the
accompanying example. Next, the intermediate consumption appropriate to
each organisation is added up (sample, total). Finaly, the sumisraised by a
coefficient (cf. coefficient item) found by calculating the relation of earningsin
the sample to earnings in the industry as awhole. Besides being applied to
intermediate consumption, this method can be applied also to any income and
expense components.

Table 33. Example of intermediate consumption calculation in one
particular large organisation, in FIM.

1997 1998
+ Family policy, protection of law for children 339 000 493 000
+ Support of local voluntary activity 3317000 7169 000
+ Services for families with children 35179000 36179 000
+ Development activity 7983000 5528 000
+ Development work and close co-operation 2137000 2361000
+ Information and events 2147000 2289 000
+ Training, publishing and research activities 4397000 5306 000
+ Organisational activities 2907000 3195000
+ Other ordinary activities 3896000 4101000
+ Fund raising 7640000 8148000
- Wages and salaries and employers’ additional 24900 000 26 200 000
expenses
Total 45042 000 48569 000
Other organisations as described above
Sample total 598 098 741 601 756 230
Sample share of wages and salaries for the entire 58.7 % 60.5 %
Industry 851
Coefficient 1.70 1.65
Entire industry 1019422 540 995 123 758
Account figure, FIM mill. 1019 995

Intermediate consumption is calculated in the way described for the following
industries. Research and development (73), Human health activities (851),
Socia work activities (853), Trade unions (911), Activities of other
organisations (9139) and Recreational, cultural and sporting activities (92). The
method was not used in industries: Road development (6302), Education (80)
and Activities of religious organisations (9131). The methods of such
organisations are described in conjunction with them. Also, no intermediate
consumption occurs for Industry 95, household service activities.
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The source for research and development is the profit and loss statement of the
Institute of Occupational Health. Asits share of earnings for the entire industry
was roughly 56.5%, the sample can be regarded as fairly exhaustive. Asfor
trade unions, the exhaustiveness of the sample' is roughly 22% of earningsin
theindustry. Thisislow but cannot be much higher as this industry has many
small organisations. In selecting the organisations, efforts were made to take
the diversity of organisationsin the industry into account.

In calculating or assessing intermediate consumption for other organisations,
the problem isthat organisations in the industry are fairly small and mixed asa
rule, making it difficult to enlarge the sample sufficiently. The exhaustiveness
of the sampl€’ is only 4%. It is extremely tedious to enlarge the sampleto a
much higher level. For recreational, cultural and sporting activities, the
exhaustiveness of the sampleis high, as much as 57%. In calculating the
sampl€’, theatre statistics and the profit and loss statements of various cultural
and sports organi sations were used. Theatre statistics are published and
maintained for all theatresin Finland by the Theatre Information Centre. It
contains an abundance of financial statements.

The exhaustiveness of the sample in the health care services’ was roughly 60%
and in the social services about 13%. The sample includes six or seven of the
largest organisationsin the sector in terms of wages and salaries.

In non-profit activities, output is the sum of value added and intermediate
consumption combined.

3.21. Other community, social and personal service activities (O)

3.21.1. Market producers

Market output in other community, social and personal service activities
consists of agreat variety of activities.

Sewage and refuse disposal, sanitation and similar activities (90) consists of
Treatment of liquid waste (90001), Treatment of solid waste (90002), Street

! The sample contains the following organisations: the Ships Officers Union, the Postal Clerks Association,
the Confederation of Finnish Trade Unions (SAK), the Metalworkers Union, the Border Guards
Union, the Ministry of Foreign Affairs Officers Association, the Union of Finnish Foresters, the
Finnish Health Care Workers Federation (STHL), the Paper Workers Union, the Local Government
Trade Union (KTV) and the Finnish Confederation of Salaried Employees (STTK).

® The sample contains the following organisations: the Left Alliance, the Finnish Communist Party, Social
Democrat Youth, the Student Union of Helsinki University, the Student Union of Helsinki
University of Technology, the Student Union of Joensuu University, the Student Union of Tampere
University, the Sibelius Academy Student Union, the Student Union of Kuopio University, the
Student Union of the Helsinki School of Economics and Business Administration and the Student
Union of Vaasa University.

® The sample contains the following organisations; All non-profit corporation theatres (theatre statistics), the
Finnish Jazz Federation, the Finnish Swimming Association, the Finnish Boxing Association, the
Football Association of Finland, the Aeronautical Association of Finland, the Finnish Orienteering
Association, the Finnish Bandy Association, the Finnish Ice Hockey Association, the Worker's
Archive Trust, the Finnish Film Foundation, the Finnish Basketball Association, the Finnish Skiing
Association, the Finnish Baseball Association, the Conservative Work Archive Trust and Friends of
the Pop & Jazz Conservatory.

* The Finnish Red Cross, the Finnish Student Health Service, the National Association of the Disabled, the
Finnish Rheumatism Foundation, the Disabled Soldiers Association, the Foundation for the Disabled
and the Mannerheim Child Welfare Association.

® The Rinnekoti Foundation, the Kannelkoti Foundation, Friends of the Y oung, the Finnish Mental Health
Society, the A-Clinics Foundation and the Criminal Rehabilitation Association.
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cleaning and other sanitation (90003) and Other sanitation and similar activities
(90009). The private sector controls most of Finland' s environmental
management.

Activities of business and employers organisations (91110) and Activities of
professional organisations (91120) belong to industry Activities of business,
employers and professional organisations (911). The former comprise the
activities of employer organisations, agricultural interest groups, organisations
in various fields, chambers of commerce and copyright organisations.

The Recreational, cultural and sporting activities industry (92) isvery varied. It
includes Motion picture and video activities (921), Radio and television
activities (922), Other entertainment activities (923), News agency activities
(924), Library, archives, museums and other cultural activities (925), Sporting
activities (926) and Other recreational activities (927), including Gambling and
betting activities. Obviously, the most significant is radio and television
activities and other recreational activities involving gambling and betting
activities.

Washing and dry-cleaning of textile and fur products (9301) comprises all
kinds of washing and dry-cleaning activities. Hairdressing and other beauty
treatment (9302), Funera and related activities (9303), Physical well-being
activities (9304) and Service activities n.e.c. (9305) belong to Other persona
service activities (9309). The industry’ s key sectors are hairdressing and
undertaking activities.

3.21.1.1. Main data sources

The data sources used for environmental management are establishment datain
the business register, datain the structural business statistics and datain the
financial statistics of municipalities and joint municipa authorities. All sources
appear annually. Datain local authority financial statistics are used in
calculations because not all local authority utilities are yet included in the
business register and structural business statistics. When calculating
employment and labour input, the Labour Force Survey is used as well asthe
business register. Data sources are exhaustive and reliable as far as the
aboveboard economy is concerned.

The business register is used as abasis for calculations in business and
employers organi sations with accident insurance statistics used as control data.
The sources used for recreational, cultural and sporting activities are
establishment datain the business register, data in structura business statistics
and financial statement datafrom VEIKKAUS (Finnish Lottery Company) and
RAY (Finland's Slot Machine Association).

For washing, dry-cleaning and other personal service activities, the sources are
establishment data in the business register and data in structural business
statistics.

In order to ensure the exhaustiveness of industry estimates, the estimates relied
also on special reports by Pekka Rytkénen Oy, Consultants, about hidden
markets in the services sector and reports based on tax auditing data. These
reports maintain that hidden economy existsin hairdressing services. In
addition, among other services, the value of prostitution has been estimated.
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3.21.1.2. Calculation method

Output

The calculation method for industries other than business and employers
organisations is the same as that of education described above i.e. production
accounts are cal culated through output. The starting point for calculating
business and employers organisations is establishment data on wages and
salariesin the business register. The proportion of intermediate consumption to
wages and salaries is presumed to remain stable.

Market output of sewage and refuse disposal, sanitation and similar activitiesis
calculated by using establishment data in the business register, datain structural
business statistics and datain the financial statistics of municipalities and joint
municipal authorities. Turnover in theindustry is got from establishment data
in the business register and is increased, based on structural business statistics
data, asit was for health care services above. Also, market output of local
authority utilitiesis added to market output turnover, on the basis of financial
statistics of municipalities and joint municipa authorities. Waste water
management is combined with water supply in the statistical classification of
functions, so that waste water management which belongsto thisindustry is
digtinct from water management. The share is estimated on the basis of data
from collection, purification and distribution of water industry, a distinction
being made between local authority utilities and other waterworks utilities.
When the market output of utilities for water management is deducted from that
of utilities in the water management function in local authority financial
statistics, the market output of utilities for waste water management is obtai ned.
Computer software produced on own account is output for own final use.

Establishment data in the business register are used for recreational, cultural
and sporting activities calculations. Lottery taxes paid by, and profits made on,
VEIKKAUS (Finnish Lottery Company) and by RAY (Finland’'s Slot Machine
Association) are deducted from turnover data in the business register because
output is calculated at basic prices and lottery winnings are classed as taxable
products. Winnings paid to participants are also deducted. The adjusted
turnover thus obtained isincreased on the basis of structural business statistics
resulting in the market output. Further clarification, which will also take
account of the recommendations of the Task Force, will be necessary in order
to calculate the output of originals of literature, entertainment and art.

Market output of washing and dry-cleaning of textile and fur products and other
personal service activitiesis calculated by means of the business register and
structural business statistics data. Turnover, raised on the basis of structural
business statistics data, is to be found in establishment statisticsin the business
register. The total of additionsto inventory, production for own use and other
return on business activitiesis calculated from structural business statistics.
Sales profit is deducted from the last of these. From thisis found the coefficient
in relation to turnover in structural business statistics. It isused to raise
turnover in the business register, resulting in market output. Output for own
final use consists of own-account computer software produced.

Intermediate consumption

In calculating intermediate consumption for sewage and refuse disposal,
sanitation and similar activities, the relation between it and output in structural
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business statistics is utilised. Correspondingly, the samerelationis utilised to
find market output, as calculated above according to the business register. The
following items were taken from structural business statistics into intermediate
consumption: total purchases during the financial period (less inventory
purchases), purchases of external services, rents and other variable and fixed
expenses. The intermediate consumption thus calculated has added to it the
intermediate consumption of local authority utilities, to be found in financial
statistics as the total of services purchased, purchases during the financia
period, additions to inventory, rents and other operating costs. In thisindustry,
the drain maintenance share had to be separated from water management, as it
was when calculating output above.

In the activities of business, employers and professional organisations, the
share of intermediate consumption in relation to wages and salariesis presumed
to remain stable.

In calculating intermediate consumption for recreational, cultural and sporting
activities and other service activities, the relation between it and output in
structural business statisticsis utilised. Correspondingly, the samerelationis
utilised to find market output, as calculated above according to the business
register. The following items were taken from structural business statistics into
intermediate consumption: total purchases during the financial period (less
inventory purchases), purchases of external services, rents and other variable
and fixed expenses. The share of specialy produced softwarein al industriesis
deducted from intermediate consumption, and to it is added the intermediate
consumption of the production of writersin recreational, cultural and sporting
activities.

3.21.2. Central government

The calculations are explained in Section 3.18.1.

3.21.3. Local government

The calculations are explained in Section 3.18.2.
3.21.4. Non-profit institutions
3.21.4.1. Trade unions (911)

Calculation of trade unionsis explained in Section 3.20.4.

3.21.4.2. Religious organisations (9131)

Data on the earnings of religious organisations are available from a number of
sources: KELA, the business register and parish statistics of the Evangelical

L utheran Church. Statistics on parish economy are maintained by the
ecclesiagtical government and cover comprehensively most financial statement
data. The material isregister based. The drawback isthat it includes neither the
Orthodox Church nor other religious organisations, naturally. The earnings
given by KELA are regarded as a more exhaustive and reliable source. The
Evangelical Lutheran Church pays over 90% of salariesin the industry.
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Employers socia contributions are based on percentages paid to religious
organisations.

Consumption of fixed capital is aobtained from the capital stock model.

Intermediate consumption for religious organisations is cal culated based on the
financial statistics of parishes. The register can be considered exhaustive from
an industry standpoint. Intermediate consumption is raised to the level of the
entire industry in the same proportion as earnings.

3.21.4.3. Other organisations (9139)

Calculation of other organisationsis shown in Section 3.20.4.

3.21.4.4. Recreational, cultural and sporting activities (92)

Calculation of thisindustry is explained in Section 3.20.4.

3.22. Activities serving households (P)

Household serving activities include home help and other paid |abour for
domestic tasks, e.g. cleaners. Household serving activities are output for
own-account production in the household sector.

The source material for household serving activitiesis not reliable. Data on
earnings are derived from data supplied by the Association of Accident
Insurance Companies and from an unreliable Household Budget Survey
conducted in 1994 — 96. Figures in the survey fluctuated from year to year and
did not give good coverage in relation to data from the Association of Accident
Insurance Companies. These data were also the basis for earnings of household
serving activities.

Besides earnings, the industry also pays employers’ social contributions.

No intermediate consumption of investments occursin the industry because any
intermediate products required are regarded as direct final consumption
expenditure by households, so output and gross value added equal
compensation of employees.

Industry 95 includes cooks, servants, nannies, nurses and helpers for disabled
and old persons, private teachers, chauffeurs etc. There are several reasons,
why the value of the services of employees of private householdsissolow in
Finland:

1) The childcare in Finland is organised by municipalities (based on law), so
thereis hardly any privately employed personnel working on that.

2) In order to increase use of domestic services (aiming to decrease
unemployment and use of grey labour) we have quite anew law about tax
reductions for officially paid household work (for example renovations and
cleanings). Sinceit iseasier for the households to use companies or self-
employed than private employees, we have alot of small companies or self-
employed for this kind of household work (especially in cleaning) and they
belong to the non-financial corporations or unincorporated enterprisesin
household sector . (If you use this kind of enterprise, you get areceipt to be
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attached to your tax form, if you employ a private employee, you need to do
much more paperwork.)

3) Municipalities have an obligation to arrange help for disabled and old
persons living at home (nurse, cleaning personnel, food services), so households
do not employ those either.

4) Income distribution in Finland has been quite equal. So we have not so many
rich families which could hire servants. Households have also been cramped
for room: compared to other countries dwellings in Finland have been quite
small without space for servants.

There is a question about household services in the Household Budget Survey
(HBS), the latest version being from 2001. There is an average amount of
money households used for those services, and it is multiplied by the amount of
households. According to HBS households used those services worth of 66
million EUR, which is about 1/3 of the figure we have estimated from the
supply side (189 million EUR for 2001).

Table 34: Output of household services, 1995-2001, million

1995| 1996| 1997| 1998| 1999| 2000| 2001

Output = Added value 81 90| 104| 122| 137| 143| 151
= Compensation of
employees

3.23. Treatment of extraterritorial organisations and bodies (Q)

Extraterritorial organisations and bodies and foreign missions do not belong to
the economic territory of Finland. These include, besides foreign missions, the
United Nations' WIDER Institute and the Nordic Investment Bank.

3.24. Taxes on products, excluding value-added tax

Product taxes comprise val ue-added-type taxes (D211), import duties (D2121),
taxes on imports excluding VAT and import duties (D2122) and other product
taxes (D219). Other taxes on imports excluding VAT and import duties
occurred in Finland until 1994. Vaue-added tax is explained in Section 3.25.

The key data source is the year-end accounts, which adequately cover the
budget. Central government tax revenue and revenue accruing from chargeable
activities can be separated through account allocation in central government
accounting. In central government accounting, tax revenues are recorded in tax
accounts separately according to tax category, while various sales revenues are
recorded in the accounts as output of activities subject to feesin accordance
with the chart of accounts. Central government output of activities subject to
charges consists of operations which are determined to be chargeable in the Act
on the Charge Criteria of the State (150/1992). According to the Act, goods
produced by state authorities and services that are performed on request or
commissioned are chargeable. Also chargeable are decisions for which an

154/371



ESTAT-2003-10412-01-00-EN-TRA-00 (FI)

application has been made, usage rights, conferring of other temporary rights
and other activities that follow from the recipient’s actions. Actions are free of
charge the performance of which is determined not to bear directly on a private
person, enterprise or other clearly definable group. Also free of charge are
actions whose purpose is to safeguard a person’ s livelihood and various forms
of instruction, guidance, advice and information given by state authorities,
when entailing only minor expense. The Act on the Charge Criteria of the State
applies both to actionsin virtue of their office taken by the state authorities,
goods produced by the state, services and other activity and actions governed
by public law, the demand for which is based on alaw or statute and which the
authority has an exclusive right to perform. No more exact definition of the
goods and services meant is found in the Act.

Among the service charges collected by the state are decisions made by police
authorities relating to driving licences and passports granted and piloting fees

collected by the Navigation Administration (ML) for pilot services. The public
sector has income deriving from payments for other non-market output (P139).

The accompanying table show examples of service charges collected by central
and local government.

Table 35: Key central government separate income itemsin
2000, million

P11 P139
Defence administration’s construction utility | 150
Operation of universities 203
Navigation Administration 87
Railway Administration Centre 61
Technical Research Centre of Finland 88
Ministry of Defence forest income 5
Key items total 594
Aggregate level in 2000 1323 75

Table 36: Key separate income items in local gover nment
sector, in 2000 million

Municipalities SIC P11 P139
Office space and rental services Internal salesincome 751 152
Office space and rental services Rent income 751 358
Internal services Internal salesincome 751 378
Children’sday care Payments 853 144
Ingtitutional care of the elderly Payments 853 121
Basic health care Payments 851 142
TOTAL 888 407

Joint municipal authorities

Specialist nursing care Salesincomefromjoint | 851 178
municipal authorities

Specialist nursing care Other salesincome 851 105
Speciaist nursing care Payments 851 191
TOTAL 283 191
Municipalities + Joint municipal 1171 598
authorities

Aggregate level, in 2000 2749 |1488
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Import dutiesinclude, besides ordinary import duties, duties on agricultural
products for which data are avail able from the National Board of Customs and
feesfor sugar storage and production for which data are available from the
Ministry of Agriculture and Forestry.

Import duty accounts have been rendered to the European Union since 1995.
Import duties collected by the State in 1995-97 were mostly delayed payments.
They mainly consist of entries in the bookkeeping account under 9013 "Taxes
levied onimports'. Returns to the bookkeeping account in question were
alocated partly to other product taxes duties, e.g. motor taxes. Consequently,
entriesin this account are treated in the national accounts on a case by case
basis.

Other taxeson importsexcluding VAT and import duties consist of
pharmacy fees, excise duties on manufactured tobaccos, duties on sugar
confectionery, soft drinks, fuel, car tax, transfer of assetstax, lottery tax, oil
waste tax, retained earnings from pools and | otteries and the Finnish Sot

M achine Association, other revenue from taxes and tax refunds. Each of the
above itemsis allocated a specific subitem in fina central government
accounts. Entries of most subitems are marked in the account group "901 Other
taxes and tax comparable charges' but only items belonging to each particular
account group are selected from other tax revenues (11.19.09), the State’ s share
of retained earnings from pools and lotteries (12.29.88) and from tax refunds
due to tax relief (28.99.62) and recorded in other product taxes. Additionaly,
sanctions for defaulting on taxes (12.39.02) are recorded under this economic
activity. A timing adjustment for transferring the January accumulation of tax
revenues to the previous calendar year is made in respect of duties payable on
manufactured tobaccos, sugar confectionery, acoholic beverages, soft drinks,
fuel, stamp taxes, taxes on the transfers of funds, and lottery taxes. Recorded as
"Other taxes on products’ are premiums for fire protection, national emergency
supplies and oil pollution compensation from revenuesin government
off-budget activities.

Product taxes levied by the Government of Aland are recorded as other product
taxes collected by local government (incl. pharmaceutical levies, lottery taxes).

Table 37: Revenue from various kinds of taxes on products,
FIM mill.

ESA95 [tem 1996 1997 1998  1999*
Questionnaire

TRD211  Value-added tax/Turnover tax 110401 38393 44580 47882 49963

TRD214G Insurance premium tax 110402 1581 1637 1742 1855
TRD2141  Pharmaceutical fees 110403 391 426 450 470
TRD214H Tele tax 110404 0 0 0 0
TRD2121 Import duties 110601 67 4 0 0

TRD214A Duties on manufact. tobaccos 110801 3008 3210 3354 3449
TRD214A  Duties on sugar confectionery 110802 155 165 180 170

TRD214A  Duties on alcoholic drink 110804 7032 7196 7198 7483
TRD214A  Duties on soft drinks 110805 168 176 179 196
TRD214A  Duties on fuel 110807 12312 14474 14910 15825
TRD214B  Stamp taxes 111001 2089 751 150 -20
TRD2141  Duties on cars & motorcycles 111003 3611 4210 5259 6115
TRD214C Transfer of assets taxes 111005 0 1765 2752 2444
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TRD214F Lottery taxes (on profits) 111006 368 3% 434 448

TRD214A  Oil pollution compensation pre. 111908 21 20 20 19

TRD215  Other tax revenues 111909 167 -1 -18 -26

TRD2121 Other tax revenues 111909 0 0 0 -26

TRD211  Recoverable VAT returns 122898 2747 3907 4406 4570

TRD214F Retained earnings/Pools and 122991 1725 1920 2070 2173
lotteries

TRD214F Retained earnings/Finnish Slot 123392 1574 1679 1735 1913
Machine Association

TRD214A  Sanctions for default on taxes 123902 14 26 19 11
(National Board of Customs)

TRD214A Tax returns (All) 289961 -14 -8 -4 -9

TRD2121 Tax returns (All) 289961 -34

TRD2121 Tax returns 288195 0 0 0 -8
VAT account in balance sheet 0 0 11 1
account

TRD211 VAT primary production timing -91
adjustment

TRD211  Income recognition on VAT to 2400 2400 2400 2400

Social Insurance Institution

Extra-budgetary funds:

TRD214G  Fire protection premium 37 37 37 35
TRD214A National emergency supplies 239 287 295 293
premium
TRD214A  Oil pollution compensation 29 33 33 35
premium
Extra-budgetary funds, total 305 357 365 363
STATE, TOTAL 78021 89288 95493 99 741
LOCAL AUTHORITIES:
TRD214F Lottery tax (Aland) 5 6 6 7
EU: 3932 4065 385 3974
TRD211  EU payments based on VAT 2948 3085 2945 3128
TRD2121  Import duties for which account 984 980 910 846
rendered to EU
PRODUCT TAXES, TOTAL 81958 93359 99354 103722

3.25. Value-added tax

The value-added tax accruing is obtained by adding value-added tax from the
Financial Statement and Report (in 2002, Subitem 11.04.01), va ue-added tax
recorded as revenue to the Social Insurance Institution, and value-added tax
paid by municipalities, returned to them by central government, and whichis
netted from the value-added tax item in the Financial Statement and Report.
The data source for value-added tax paid by the municipalities is the amount of
value-added tax reimbursed by central government, to be found in municipal
financial statistics. Before 2002, central government recovered the value-added
tax reimbursed to municipalities, so that the value-added tax paid by them was
truly part of central government revenues. At the start of 2002, this practice was
discontinued. According to Commission Decision 1999/622, the reimbursement
in question is not tax deductible in the national accounts. Hence, it is recorded
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as value-added tax and is shown as tranfer from central government to the
municipalities amounting to the value-added tax reimbursement flow..

Part of the value-added tax is shown as collected by the EU. The amount of EU
value-added tax accruing isto be found in the Financial Statement and Report
under " Finland’ s remittance payments the European Union” (in 2002, Item
28.90.66). Theitem is deducted from the value-added tax accruing to central
government.

Finally, atiming adjustment is made to the value-added tax accruing to central
government (Item 11.04.01), by which value-added tax revenues for January
and February are allocated to the previous calendar year.

3.26. Subsidies on products

While there are no import subsidies (D.311) on productsin Finland, Other
subsidies on products (D319) exist, paid by the European Union, the State and
some local authorities. The main data sources for subsidies on products paid by
the European Union and central government are consolidated accounting data
and the Financial Statement and Report and, for those paid by local authorities,
the annual reports and accounts of the latter.

While subsidies paid by the European Union accumulate in practice through the
State in Finland, they are treated in the national accounts as paid by the
European Union and only subsidies financed by the State are recorded as paid
by Finland. The combined total of subsidies paid by the European Union and
the State are to be found in final central government accounts, which
distinguish between the subsidies.

Subsidies on products, according to final central government accounts include
part of the national subsidy for agriculture and horticulture (Subitem 30.12.41)
and European Union income support (30.12.43). The other subsidiesin these
subitems are classed as Other subsidies on production (D39). The share-out
among subsidy groups is done by the Ministry of Agriculture and Forestry,
based on special reports. Also counted as product subsidies are mass transit
service purchases and devel opment (31.60.61). Only the above subitems
recorded in the business bookkeeping account "8230 Operational economy
expenditure for business' are treated as subsidies on products. In addition, any
export subsidies paid by the Intervention Fund of Agriculture and any
programme related subsidies found when balancing Fund accounts are classed
as subsidies on products. If necessary, timing adjustments are made to subsidies
on products recorded in accounting records on a cash-basis principle.

Of the above subsidies on products, the income subsidies and subsidies paid by
the European Agricultura Intervention Fund are recorded as paid by the EU.

Subsidies on products paid by local authorities are mainly tariff subsidies on
tickets for local authority mass transit services (Helsinki, Tampere, Turku). The

item also contains transport subsidies paid to enterprises by the Government of
Aland.

Table 38: Subsidies paid separately on products, FIM mill.
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Name

National subsidy for agriculture and horticulture
CAP Subsidies (excl. fields lying fallow)

Purchase and development of mass transit services
Items, total

Entry differences (cash, accrual principle):
National subsidy for agriculture and horticulture (EU)
Other national subsidies (from various items)

Entry differences (cash, accrual principle

STATE: Subsidies on products, total

LOCAL AUTHORITIES: To cover deficits
of mass transit companies

FOREIGN COUNTRIES:

CAP Subsidies (excluding fields lying fallow)
Intervention Fund of Agriculture

FOREIGN COUNTRIES, TOTAL

SUBSIDIES ON PRODUCTS, TOTAL
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ltem
301241/303141
301243/303143
316061/315761

303141
Various items

1996 1997 1998 1999*
2902 2529 2017 1838
0 1 0 0
424 407 3711 372
3325 2936 2388 2210

0 0o -72 0
-269  -56 0
-269 -56 -T2 0

o

3057 2880 2316 2210

657 620 630 635

1449 1424 1430 1447
657 767 730 695
2106 2191 2160 2142

5820 5691 5106 4987
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Chapter 4 The income approach

4.0 GDP by the income approach

4.1

The accompanying table shows Finland’ s GDP divided into income revenues.
Compensation of employees amountsto amost half of GDP and gross
operating surplus represents roughly 40%.

Table 39: GDP by income revenues in 1998.

GDP by incomerevenuesin 1998

FIM mill.
1 Wages and saaries 260 219
2 Employers socia contributions 70 765
3 Operating surplus/ Mixed income 161 991
4 Taxes on production and imports 100 838
5 Subsidies 15 946
6 Consumption of fixed capital 111 656
7 Statistical discrepancy 0
9 GDP at market prices 1+2+3+4+5+6+7) 689 523

Reference framework

The income approach denotes cal cul ation of GDP as the addition of its various
components, consisting of compensation of employees, gross operating surplus
(including consumption of fixed capital) and other taxes on production less
other subsidies on production.

In Finland' s national accounts, GDP is not calculated using the income
approach because gross operating surplusis not reliable enough as an
independent estimate. Gross operating surplusis calculated asaresidual in
market production, when other income components have been deducted from
gross value added.

A trial calculation of GDP by the income approach was undertaken in the years
1995-1997. It is described in Section 4.10.

In this chapter, the calcul ation of the various components of GDP will be
described. They are calculated using the same industry and producer type
classification as was used for gross value added in the production approach.

4.2 Valuation

Economic transactions are recorded on the accrual principle, not on the
cash-basis principle. Wages and employers' social contributions are recorded
for the time when the work is performed and the compensation of employee
obligation isin effect.
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4.3 Transition from private accounting and administrative
concepts to ESA 95 national accounts concepts

The concept of wages and salaries in business accounting and various source
statistics is generally the same as in national accounting. An obvious exception
is benefitsin kind. In the national accounts, any untaxed benefitsin kind (which
in business accounting are not aways included in wages and salaries, but may
be part of other business activities expenses or non-wage labour costs) are
treated as benefitsin kind. On the other hand, the employee stock options
which in some source materias are included in wages and salaries, do not count
as benefitsin kind from the standpoint of the national accounts.

Employee stock options are of two kinds: traditiona options and synthetic
options. In the former, the enterprise offers employees the option of purchasing
an agreed number of company shares at an agreed price within an agreed time
period. The worth of the option to employeesis the difference between the
agreed price of the share and its price at the time the option is exercised. If the
differenceis negative, the option is of no value. In traditional options, the sales
profit is drawn from the market. Consequently, in the national accounts,
traditional options are also treated as sales profits and not as wages and salaries.

In synthetic options, employees have no realistic possibility of buying the
shares. The enterprise pays the difference between the issued price of the shares
and their market value. Synthetic options weaken the business' s profit and as
such areto beinterpreted as bonus income tying the business' s sharesto the
stock exchange. Thisis aso the key difference from the standpoint of the
national accounts. Since wages and salaries must have areal economy pay
source, synthetic options are regarded as earnings in the national accounts.

The equivalent concept in business accounting, and in many source materials,
to employers’ socia contributions is non-wage labour costs, which are not
usually differentiated by payment type. In the national accounts, contributions
of thiskind are usually calculated by industry on a so-called percentage basis
(cf. Section 4.7.2.2.). In such a case, the difference between non-wage labour
costs and the employers’ compulsory contributions calculated by the percentage
method is recorded as voluntary socia contributions.

Consumption of fixed capital is calculated in nationa accounts entirely by
means of the capital stock model (cf. Section 4.12.) and business accounting
write-offs are not used at al.

4.4 Role of direct and indirect estimation methods

Compensation of employeesis calculated in Finland’ s national accounts for
many industries by the direct estimation method i.e. there are aggregate data
available. Such data consist of structural business statistics, the Business
Register, the local government financial statistics, consolidated accounting data
and the Financial Statement and Report, banking statistics and insurance
corporation statistics. Some industries use an indirect estimation method, such
as price by volume type estimates in which the average hourly wageis
multiplied by the number of hours worked. The attached table shows a
summary of the data sources and methods used to calculate wages and salaries.

161/371



ESTAT-2003-10412-01-00-EN-TRA-00 (FI)

Table 40: Wage and salary main data source or calculation method for industries.

Industries:

Wage and salary data source or calculation method:

A 01 Agriculture, etc.

Agricultural enterprise and income statistics, etc.

A 02 Forestry

Price x amount from various sources

B Fishing

Business Register

CDE Manufacturing

Structural business statistics

F 4501 Building construction

Price x amount from various sources

F 4502 Civil engineering work

Structural business statistics, final central government
accounts, local government financia statistics

F 4509 Construction service activities

Business Register

G Wholesa e and retail trade

Business Register

H Hotels and restaurants

Business Register

| Transport, storage and communications

Business Register

J 65 Financial intermediation

Banking statistics

J 66 Insurance

Insurance corporation statistics

J67 Activities auxiliary to financia
intermediation and insurance

Sample of profit and loss statements of business

KA Read estate activities

Price x amount from various sources

KB Business services

Business Register

M Education

Business Register

N Health and social work

Business Register

O Other community, socia and personal
service activities

Business Register

General government and non-pr ofit
institutions:

Central government

Financial Statement and Report

Local government

Financia statistics of municipalities and joint municipal
authorities

Socia security funds

Insurance corporation statistics and financial statements

Non-profit institutions

Business Register
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Aswill be clear from Section 4.7.2.2, employers socia contributions by
industry and payment type are generally calculated by the so-called percentage
payment method which may be regarded as an indirect method, but total social
contributions are calculated using the direct method.

Consumption of fixed capital is calculated by means of the capital stock model,
which is an indirect method.

Other taxes on production and other subsidies on production are obtained from
the aggregate materials, i.e. the calculation method is direct.

4.5 Role of benchmarks and extrapolations

Benchmarks and extrapolation have been used to calculate wages and salaries
in someindustries. This affects part of the forestry, building construction and
real estate activities. The calculation of such areasis described in more detail in
Section 4.7.1.2.

4.6 Main approaches taken with respect to exhaustiveness

4.6.1. Wages and salaries

Two problem areas arise in ensuring the exhaustiveness of wages and salaries:
hidden wages and untaxed benefits in kind.

The valuation of hidden wages is based principally on reports produced by
Pekka Rytkonen Oy Consultants in 1995-1998, which in turn are based on tax
auditing data from the tax authorities. A report wasissued for each year and the
value of the hidden economy is shown by industry (hidden wages, extra
income, disguised distribution of dividends). The hidden economy is aso
evident to some extent in agriculture, manufacturing, construction, wholesale
and retail trade, hotel and restaurant activities, transport, business services and
in certain other services.

In this calculation method, income undisclosed in tax audits (additions to the
income of a business) is related by industry to the turnover of the audited cases.
The share of undisclosed income in the turnover of the audited cases thus
obtained is multiplied by the turnover datafor the population in the
corresponding industries, giving the so-called imputed starting value for
undisclosed income for the entire industry. These valuesresult in too high a
figure for undisclosed income as most businesses manage their affairs properly.
Therefore, it is presumed that the real undisclosed incomein anindustry, its
missing turnover, amounts to roughly 20-40% of its starting value by industry.
The same method is used to assess hidden wages. The share of hidden wagesin
turnover is multiplied by the turnover data of the populationsin the equivalent
industries resulting in the so-called imputed starting value of hidden wages.
The real hidden wages turnover in an industry comes to roughly 20-40% of its
imputed starting value.

Calculations about the hidden economy should be treated with caution. There
are many defectsin the standard industrial classification of the tax
administration’s auditing statistics as not all enterprises have an industry that is
current, or else their industry iswrongly designated. Making calculationsis also
complicated by the fact that only some of those engaged in the hidden economy
are randomly selected as tax audit targets. Most target enterprises are audited
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due to negligence in their tax returns or tax payments or because they were
reported. Moreover, it isdifficult to alocate tax audit results to the correct
statistical year because tax audits can cover severa years of tax returns.

Most benefitsin kind are regarded as taxable income, subject to tax
withholding. In the source materials used for national accounting, benefitsin
kind are generaly included in earnings. Sources consist of the Business
Register and the structural business statistics.

Not al benefitsin kind are taxable earnings. For example, their taxable value
does not always equal their real value. In such acase, the excessisincluded in
other expenses (mainly in intermediate consumption). Other benefitsin kind
outside the tax net in Finland are the commonly available staff discounts and
various kinds of recreational staff costs.

These benefitsin kind not subject to tax are added to earnings, in which context
areport on labour force expenses in the private sector produced by Statistics
Finland in 1996 is a help. Benefits in kind exceeding the taxable value and staff
recreational expenses come under miscellaneous expenses in source materials,
for example. The increase to be added to wages must be deducted from
intermediate consumption. A corresponding addition proportionate to staff
discounts must be recorded in market output in order that operating surplus not
be distorted because of additions to wages and salaries.

A share equal to 0.4% of wages and saaries earned in principal occupationsis
added to benefitsin kind at the level of the overall economy. The figure was
reached based on a statistical survey of the labour costs conducted in 1996.

Tips and service gratuities are treated as wages and salaries. Data are got from
the Household Budget Survey. It is supposed that earnings from this sources are
as high as the expenditure reported in the survey. Tips and service gratuities |eft
by non-residents are estimated based on tourist volume data.

4.6.2. Gross operating surplus and mixed income

According to the tax administration’ s auditing statistics, the total value of the
hidden economy amounted to FIM 740 million, based on findings for 1997.
Additions to the income of abusiness are one of the tax administration auditing
office’ skey results as far asthe national accounts are concerned. Hidden
income can lower output and thereby lower value added and gross operating
surplus/mixed income.

Pekka Rytkdnen Oy Consultants, made estimates of the possible size of
undisclosed income and its influence on output based on tax auditing data from
the tax administration. In this cal culation method, income undisclosed in tax
audits (additions to the income of the business) is correlated by industry to the
turnover of audited cases. Multiplying the share of turnover for undisclosed
income in such cases by the turnover data of the population of the
corresponding industries results in the so-called imputed starting value of the
industry as awhole. The starting value produces too high afigure for
undisclosed income since most busi nesses manage their affairs properly.
Therefore, it is presumed that the real undisclosed income of an industry, the
missing turnover, is closer to 2040 % of the starting value of the undisclosed
income by industry.
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Calculation of the hidden economy is described in greater detail in conjunction
with each industry (cf. Sections 3.7-3.22).

Some hidden economy income is included in mixed income obtained by
households (cf. Section 4.11).

4.7. Compensation of employees

4.7.1. Wages and salaries

Counted as wages and salaries are those earned during regular working hours,
sick leave or after an accident, holiday wages and salaries and holiday bonuses,
wages and salaries while in training, during amilitary refresher course, while
children are sick, remuneration for weekday religious holidays and other days
off, retirement bonuses, wages and salaries while on redundancy notice, and
wages and salariesin the form of productivity and other bonuses and benefitsin
kind comparableto cash. Any sickness insurance compensation obtained during
sickness or maternity leave is deducted from wages and salaries.

Included in cash amounts of wages and salaries are social contributions, taxes
on income, etc., payable by employees, even if retained by the employer and
paid directly to the social security system, tax authorities, etc. on behalf of
employees.

Wages and salaries in the form of benefitsin kind consist of goods and services
or other benefits offered free or a alower price by employers and which
employees may use at their leisure and discretion according to their own or
their family’s need.

In Finland’' s national accounts, wages and salaries are calculated in two ways.
They are calculated either asthe total for the overall economy mainly from
aggregate data sources or by industry. Because the total calculated by industry
does not tally with the total from aggregate data sources, an adjusting item
becomes necessary to resolve the discrepancy. Thisitem is added to (or
deducted from) the wages and salaries total by industry so that the total tallies
with the overall economy total. The wages and salaries total calculated from
aggregate data sources for the overall economy is thus definitive.

Next, we will show how the national total of wages and salariesis calculated
and then show how wages and salaries are calcul ated for various industries.

4.7.1.1. Total wages and salaries in the economy

The key data source of wages and salariesis the taxation levy statistics (Table
1: Earnings of natural persons) published by the National Board of Taxes. Data
are obtained in November of the year following the tax year. The materid is,
naturally enough, aggregate data.

The following subitems are counted as wages and salaries under the section on
total earnings, etc. (for taxeslevied in 1998).

- Wages and salaries from principal occupation (includes benefitsin kind),

- Remuneration of costs as a benefit comparable to wages and salaries
- Seafarers’ income
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- Wages and salaries for a subsidiary occupation
- Remuneration for work.

The classification used in the statistics has varied from year to year. Benefitsin
kind did not come under wages and salaries from a principal occupation earlier,
but they are still obtainable separately. Earlier, construction work holiday
wages and salaries were also a separate item, but are now included in wages
and salaries from a principal occupation. The subitem "delivery work" is not
calculated becauseit is part of forestry entrepreneurial income. Remuneration
for work includes fees paid to athletes and certain portions of the staff fund
(Prdiminary Tax Withholding Act, Article 25).

The above items are used as such and not their sum "total earned income, etc.”,
because the total of these items differs from it. According to the tax
administration, the subitems are more reliable.

The wage and salary total derived from the taxation levy statistics must be
adjusted because it does not contain all wages and salaries earned and, again,
contains items not counted as wages and salaries. The figures are adjusted as
follows:

Employee stock options with the exception of so-called synthetic options, are
deducted from benefits in kind. Thistook effect in 1998. Any options realised
before then are included in wages and salaries. Starting in 2000, the National
Board of Taxes has stated income form employee stock options separately so it
has no longer been necessary to deduct them from other benefitsin kind.

Employee stock option benefits are interpreted as holding gains from the
ownership and sale of afinancial claim. In that case, they are assighed to
revaluation accounts, which are not in use yet in Finland. Because option
benefits do not congtitute an expense for the employer (except for social
contributions payable to KELA), allowing them to qualify as wages and
salaries would distort the operating surpluses of corporations and the national
economy.

A share equal to 0.4% of wages and salaries earned in a principal occupationis
added to benefitsin kind (excluding options). This derives from the fact that
taxable benefitsin kind do not include all such benefits. Based on labour costs
statistics compiled in 1996, it is estimated that this share equals 0.4 % of wages
and salaries earned in a principal occupation.

Daily allowances and benefits in kind are added to the wages of conscripts and
conscientious objectors doing alternative service. Data are to be found in State
accounting records and correspond to the wages and salaries scalesin the
industry "National defence equipment and conscripts' (752).

Sicknessinsurance compensation received by employersis deducted from
wages and salariesin order to avoid duplication. Compensation received by
employers from the Socia Insurance Institution (KELA) for absences due to
sickness are deducted because this kind of compensation is treated as a social
security benefit obtained by households. Data are to be found in KELA's
Review of Statistics.

The president’ s salary is also added to wages and salaries because it is not

subject to tax. Data are to be found in the general government accounting
records.
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The item Other earnings (earlier known as gratuities) in taxation levy statistics
is added to wages and salaries because it is taxable income.

The premiums obtained by staff funds are counted as wages and salaries, even
if not given to staff. Businesses record them as wages and salaries expenses.
Data are from staff fund statistics for the years 1993-1996. Since 1997, they
have been recorded under work compensation in taxation levy statistics and the
item is no longer taken into account separately.

Tips and service gratuities are counted as wages and salaries. Data are to be
found in Household Budget Surveys. It is presumed that earnings are as high as
the expenditure in the survey. Interim years are based on growth in the output
of hotel and restaurant activities. Tips and service gratuities paid by
non-residents are estimated based on tourist data.

Hidden economy wages and salaries are included if they occur in industry
calculations (cf. Section 4.7.1.2).

Based on the above adjustments, the domestic production wages and salaries
total is obtained. This does not include earnings from rest-of -the-world sources.

Table 41: Wages + salariesin the national accounts 1995-01*,

million

Wages and salaries in the
national accounts
€ million

Wages and salaries from a main
occupation

Benefits in kind (taxable, incl.
employee stock options until '99)
Other benefits in kind (0.4 % of
wages and salaries from a main
occupation)

Benefits in kind for conscripts &
conscientious objectors doing
alternative service
Remuneration of costs
comparable to wages and
salaries

Seafarers’ income

Wages and salaries from a
subsidiary occupation
Construction sector holiday
wages and salaries
Remuneration for work
Gratuities / Other earnings
Employers’ sickness insurance
compensation

President’s salary

Premiums obtained by staff
funds

Tips and service gratuities
Informal pay allowance paid for
the care of an ill person at home

1995 1996 1997 1998 1999 2000 2001*
35329 37142 38924 41678 43727 46753 49843
445 475 547 712 1499 669 736
141 149 156 167 175 281 299
93 86 81 71 76 82 91
52 53 74 63 61 59 55
238 254 259 275 280 277 279
620 634 799 807 862 914 951

28 28

163 214 175 182 201

121 110 117 115 103 100 81
-251 -254 -257 -265 -282 -300 -314
0 0 0 0 0 0 0

40 26
4 4 4 4 4 4 5
-58 -58 -58 -58 -61 -64 -73
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(deducted from remun. for work)

Hidden economy 235 254 296 422 427 465 480
Employee stock options -168 -875
Total national wages and 37037 38903 41105 44037 46172 49423 52634

salaries

4.7.1.2. Wages and salaries of market producers by industry

Agriculture (01)

The main sources of wages and sal aries data are the agricultural enterprise and
income statistics, local government financial statistics and financial statement
statistics of enterprises. Thefirst of these reflects local farm economy KAUS,
taxed according to the Farm Economy Income Tax Act, and the last reflects
those of other units. Local government financial statistics reflect local
government employee wages and salaries and relief agricultural worker wages
for which local authorities are reimbursed by the State. Thisis not entered in
agricultural enterprise and income statistics. The latter also includes wagesin
the form of benefitsin kind.

Hunting, trapping and game propagation

The total of wages and salariesis obtained using the Business Register showing
the wages and sa aries paid by the Central Organisation of Hunters, game
management areas and game management associations.

Forestry, logging and related service activities (02)

Wages and salaries for sylvicultur e are obtained using Statistics Finland’' s
Business Register. In addition, note istaken of changesin employee numbers,
working days and hours to be found in Statistics Finland' s Labour Force
Survey.

Employers’ social contributions are obtained using the Central Pension Security
Ingtitute’ s (ETK) retirement pension payment percentages for enterprises, the
payment statistics employers’ liability insurance, group life insurance payment
statistics and Statistics Finland' s structural business statistics.

The Business Register is the source for the total wages and salaries of logging.
The sum includes tool alowances, which are not classed under intermediate
consumption because of the lesser value attaching to them and insufficient
statistical data. The total wage sum is increased somewhat to accommodate the
undeclared wages paid by private forest owners and logging enterprises (Pekka
Rytkdnen Oy, Consultants). Employer social contributions are calculated on the
same principle as in the sylviculture industry.

Other forestry: The sources for National Board of Forestry wages and salaries
are the Board' s profit and loss statements and the supplementary question about
the use of funds. The total of wages and salaries for other establishmentsis
obtained using the Business Register.

Employers’ social contributions are calculated on the same principle asin the
sylviculture industry.
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Forestry and related services: The total for wages and salariesis obtained
using the Business Register, which includes wages and salaries paid by forestry
societies, forestry centres and the Forest Development Centre Tapio.

Employers' social contributions are calculated on the same principle asin the
gylviculture industry.

Fishing (B)

Wages and salaries are obtained using Statistics Finland' s Business Register.
The total wage sum isincreased somewhat by estimating undeclared wages
(Pekka Rytkdnen Oy, Consultants).

Manufacturing (CDE)

The structural statistics questionnaire is used to request wage and salary
amounts from establishments. The amount includes al items subject to tax
withholding.

Wage and salary totals for enterprises outside the survey are taken directly from
company wage and salary data in the profit and loss statement of the business
income tax register from which, for example, benefitsin kind equivalent to
wages and salaries may happen be omitted. Data about wage and salary totals
for these enterprises are compared with business register and payment control
data and any necessary adjustments are made.

The wage and salary data of manufacturing establishments of non-industrial
companies with less than 20 staff, the missing small enterprises and local
authority enterprises are to be found in the Business Register, payment control
data and the financial statistics of local authorities.

Building construction (4501)
Wages and salaries in the building construction industry are counted by sector.

Wages and salaries of non-financial corporations were calculated for the base
year as the product of total working hours and average hourly wage. The base
year was taken as 1996. Hourly wages including subsidiary costs, but without
social security contributions for construction of buildings were to be found in
the publication "Labour Costs in the Private Sector 1996". The hourly rate was
calculated separately for salaried and wage-earning employees. An estimate
was made of the number of employeesin enterprises by tallying the number
employed in the construction of buildings with the number employed in the
construction of buildingsin the Labour Force Survey. The share of self-
employed persons compared to employees in enterprises was to be found in
datain the business register. A total of 15% of hours worked by employees
were believed to be hidden economy hours. This supposition relies on the
report "Hidden economy in construction in the 1990s" (Pekka Rytkdnen Oy,
Consultants). The wage per hour in the hidden economy is calculated without
subsidiary costs or employers' social contributions. The official wages and
salaries (including households of employers and entrepreneurs) for the base
year were roughly 10% higher in bookkeeping than were the wages and salaries
in business statistics.
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Annual wages and salaries of enterprises are calculated using annual growth
datafrom the Labour Force Survey, structural business statistics and the index
of wage and salary earnings.

L ocal gover nment wages and salaries are derived from staff costs according to
the table of investment expensesin the local government financial statistics by
deducting the included employers' socia contributions. The latter are defined
by means of percentages paid by the employer.

Central government wages and salaries are derived, the defence forces
excepted, from the compensation of employees for State investmentsin the
construction of buildings and the compensation of employees for estimated
yearly repair work by deducting the included employers' social contributions.
The latter are determined by means of the percentages paid by the employer.
Compensation of defence forces employeesis determined from output using the
ratio between the output and the compensation of employees of local and
central government.

The wages and salaries paid by employers and entr epreneur s are to be found
in the establishment file in the business register.

Civil engineering (4502)

Wages and salaries for market production of theindustry are to be found in
the Business Register. It contains wages and salaries paid by enterprises for
whom civil engineering istheir main industry. Wages and salaries paid by
Sonera Corporation in the civil engineering sector are added. Wages and
salaries paid for foundation construction relating to the construction of
buildings must be deducted in order to obtain the definitive sum.

In non-market production, data about central government on-budget
accounting are obtained from compensation of employees paid by the Roads
Section. The amounts paid are separated into wages and saaries and social
contributions. The former are then divided into production and administration
in accordance with the budget allocation scheme. Civil engineering work is
counted as production wages and salaries.

Own-account investments in local government civil engineering are derived
from the financial statistics table demonstrating the breakdown of local
authority investment under "Fixed structures®. Total investments, or new
construction, are divided in accordance with this framework into materials and
supplies and staff costs, which are then subdivided into wages and salaries and
social contributions as appropriate. To these are added the equivalent data for
the Government of Aland from its financial statement data.

The resources used by Evangelical Lutheran parishes for the construction and
maintenance of cemeteries are derived from the analysis of capital economics
in their financial statistics. The amount isincreased to correspond to the upkeep
of the cemeteries of al religious denominations. All thisisintermediate
consumption for civil engineering, whose share of output is presumed to be the
same as that of local authorities. When intermediate consumption of civil
engineering is deducted from the presumed output, the result is compensation
of employees. The latter is subdivided into wages and salaries and socia
contributions as appropriate.
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Construction service activities (4509)

Wages and salaries are the those for Industry 455 in the Business Register.

Wholesale and retail trade, hotel and restaurant activities (GH)

In order to evaluate wages and salaries in the areas of wholesale and retail trade
(G) and hotel and restaurant activities (H), the primary source of dataused is
the Business Register and the structural business statistics survey base. In
addition, the following reports published by Statistics Finland serveto refine
the picture of the wage and salary level in these areas: "Labour costsin the
private sector” (most recently from 1996, it will be published every four years),
"Private sector monthly sdaries’, "From wages and salaries to annual earnings,
the wage and salary structure" (most recently from 1995, it will be published
every four years). Also, for hotel and restaurant activities, "Hotel and restaurant
sector pocket statistics', compiled by the Finnish Hotel and Restaurant
Association, gives information about wage costs. The drawback to it is that
pocket statistics data are based largely on Statistics Finland sources.

The structural business statistics survey base offersinformation about the
compensation of employees at wage levels comparable to the amount of
turnover and staff numbers in the wholesale and retail trade, for example. The
problem with structural business statistics from the national accounts standpoint
isthe use of the enterprise as the actual unit. The nationa accounts were set up
using functional production accounts with the establishment as the unit. Asa
result, the wage level in the wholesale and retail trade and hotels and
restaurants is drawn from the establishment register.

The figures for the wholesale and retail trade in the national accounts are
compiled for five subindustries. The starting wage and salary level at the
overal level of wholesale and retail trade (G) in the national accounts (in other
words, the level to which hidden economy wages and salaries and other
adjusting items must be added) corresponds closely to the wage and salary level
of the overall wholesale and retail trade industry in the establishment register.
The starting point in reviewing wages and salariesisto compare thelevel in
Sale, repair and maintenance services of motor vehicles (Industry 50) with
wage and salary levelsin the corresponding industries in the establishment
register. Based on a comparison, the total wages and salaries should be roughly
the same. Looked at separately, the wage and salary level in "Maintenance and
repair of motor vehicles' (Industry 502), for example, may differ from the level
of the equivaent industry in the establishment register.

The same method is followed in relation to the "Wholesale trade” (51), the
"Retail trade" (521) and the "Repair of personal and household goods' (527). If
wages and salaries in these three classes of industry are added together, the
total should correspond to the level in the establishment register. If the
industries are checked separately, minor variations from the level in the
establishment register are permitted.

Starting wage and salary levelsin the two subindustries of the "Hotel and
restaurant industry” (551 Hotels, 553 Restaurants) may also differ from wage
and salary levesin the establishment register, but the starting levelsin the
national accounts reflect fairly closely overall industry wage and salary levels
in the establishment register (H).
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The above critical angle was taken because Statistics Finland’ s index of wage
and salary earnings treats the sale and repair of motor vehiclesasasingle
entity. Wholesale and retail trade likewise forms a single entity, as do hotel and
restaurant activities.

The perception of wage and salary levels, the number of those employed
(employeesd/self-employed persons) and hours worked takes place roughly at
the same time by availing mainly of the establishment register, the index of
wage and salary earnings and the Labour Force Survey. Theaimisthat no
serious contradiction or glaring discrepancy should occur between national
account figures and the main sources.

Hidden wages and benefits in kind beyond the reach of the tax net are added to
the above official wage and salary level.

Hidden economy transactions occur in the wholesale and retail trade in retail
sales of motor vehicles, repair of motor vehicles and household appliances, and
in retail salesin specia shops of foodstuffs, beverages and tobacco. The
wholesale trade is thought to remain beyond the influence of the hidden
economy. It occursin hotel and restaurant activities where the number of staff
isless than 20 persons.

Relying on the 1996 |abour cost survey, the cost of benefitsin kind (other staff
benefits) in the wholesale and retail trade (G) overall amounted to 0.78 % of the
wage and salary level in accordance with the establishment register. The cost of
benefitsin kind (other staff benefits) for hotel and restaurant activities
amounted to 0.91% of the basic wage and salary level in the establishment
register. Figures for output and intermediate consumption were correspondingly
adjusted using these percentages so that operating surplus does not change.

Transport (1)

Wage and salary calculations rely primarily on Statistics Finland’ s business
register and establishment register. It is supplemented from other sources and
checked using specia reports. The additions are management units of transport
enterprises and public market output. Key management units are shipping
companies engaged in maritime transport and their management
establishments, certain head offices in the forwarding and loading sector and
the group management of the national railways and post office. Local
government transit companies, harbours and national emergency supply storage
belong to public market output.

Wages and salaries for ordinary activities alone are counted. Wages and
salaries for construction and repair activities are deducted from business
activity wages and saaries as they are part of investments and repair activities.
Data showing total earnings from accident insurance claims resolved serve as
benchmark data when making these calcul ations.

Financial intermediation and insurance (J)

Wage and salary levelsfor financial services are to be found in banking
statistics compiled by Statistics Finland.

Wage and salary levels for insurance services are calculated using data on
salaries gathered by the Federation of Finnish Insurance Companies (VKL).
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Investment firms statistics compiled by Statistics Finland and individual annual
reports and financial statement data are used for activities auxiliary to financial
intermediation and insurance.

Real estate activities (KA)

Wages and salaries are calculated as the product of total working hours by
average hourly wage. The average hourly wageis calculated to include
auxiliary expenses, but not employers’ social security contributions. Itisfirst
calculated for real estate activities (SIC 70) using the publication "Labour Costs
in the Private Sector 1996". Then the average hourly wage is calculated for
each subindustry by means of data on wages and salariesin the annually
published "Finnish Enterprises ", the average yearly hours worked derived from
the Labour Force Survey and the index of wage and salary earnings (under the
heading "Real estate and business activities, private hourly rates of wages and
salaries"). Broadly speaking, wages and salaries in the industry follow wage
and salary levelsin the Business Register.

There are no employed persons or wages and saaries in the industry "L etting
and operation of dwellings' (7021). Instead they are included in "Management
of real estate on afee or contract basis" (7032).

Wages and salaries in "Management of real estate on afee or contract basis'
(7032) are to be found in wage and salary datain the Business Register. Wages
and salaries in housing corporations and residentia real estate companies are
calculated by multiplying the total floor area of these companies by the staff
costs per sguare metre in housing corporations and State-subsidised residential
buildings, derived from profit and loss statements from which employers
social contributions in staff costs have been deducted.

Business activities (KB)

Wages and salaries are to be found in establishment data in the business
register. Wages and salaries estimated to be in the hidden economy are added.

Wages and salaries are obtained directly from the business register. Where
local authority mass transit is concerned, they areto be found in local
government financial statistics. Wages and salaries estimated to be in the
hidden economy are added.

4.7.1.3. Wages and salaries of general government and non-profit
institutions

Central government

When compiling central government wages and salaries, the main data sources
used are consolidated central government accounting data and the Financial
Statement and Report. The following accountsin central government on-budget
accounting are recorded as wages and saaries. salaries for permanent posts,
salaries for employment relationship, reimbursements in accordance with the
Sickness Insurance Act, other wages and salaries and changes to holiday pay
debt. Salaries mostly consist of permanent post and employment relationship
salaries. In addition, benefitsin kind for conscripts and reservists are counted as
wages and salaries in the defence sector: meals, travel and uniforms.
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Local government

In loca government, the key sources used are the financial statistics of local
authorities and local government regional authorities, the financial statement of
the Government of Aland, the annual reports of the Association of Finnish
Local and Regional Authorities and the Commission for Local Authority
Employers and local government sector wage statistics (in Statistics Finland ’s
"Local Authority Sector Monthly Salaries', based on the local government staff
register. It contains staff numbers and a cross-section of aggregate datafor
October).

Wages and salaries are included in financial statistics Table 01 under expense
item "Wages and salaries'. It appearsin financial statistics as anet amount, i.e.
in the profit and loss statements of municipalities and joint municipal
authoritiesit is equal to wages and salaries after the deduction of adjustments
for staff compensation. Monetary benefitsin kind paid in the calculations for
municipalities are added to wages and salaries in the national accounts.

Public utility companies, being calculated in the non-financia corporations
sector, are excluded from local government cal culations. Additionally, the
wages and salaries of holiday relief farm workers are recorded in the national
accounts in production and generation-of-income accounts of the agriculture
industry. These are deducted from local government financial statistics
(Industry 853).

Social security funds

Wages and salaries of employee pension schemes are to be found in a summary
produced by the Federation of Finnish Insurance Companies. Wages and
salaries of pension funds and trusts are obtained from the Office of the
Insurance Authority (VVV). Wages and salaries of the local authority pension
insurance ingtitution (KVTEL) and other corresponding insurance sector
companies are to be found in their respective annua reports.

The main data sources for other socia security funds are shown in Section
3.18.4. The amounts include the annual holiday pay debt and meals benefits.

Non-profit institutions

Wages and salaries of non-profit activities serving households are based on
establishment data in the business register. Other data sources have been used
for the following industries:

Wages and salaries of religious organisations (9131) is obtained from several
sources: KELA, the business register, and Evangelical Lutheran Church parish
financial statistics. The latter is maintained by the Evangelical Lutheran Church
and it covers in an exhaustive way most financial statement data. The material
isregister based. It includes neither the Orthodox Church nor other religious
organisations, as might be expected. Data on wages and salaries paid by
Evangelical Lutheran and Orthodox parishesis obtained from KELA, whichis
considered to be areliable source. Thiswage and salary total israised to the
leve of al religious organisations based on business register wage and salary
data.
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The starting points for household service activities (95) are somewhat
unreliable. Data on earnings are derived from data supplied by the Association
of Accident Insurance Companies and from the Household Budget Survey. The
figuresin the survey fluctuate from year to year and are somewhat unreliablein
relation to data from the Association of Accident Insurance Companies.
Earnings from household service activities are based on these data.

4.7.1.4. Adjusting item for wages and salaries

Earnings calculated by industry do not tally with the sum calculated for the
overall economy. Therefore, adjusting items are needed. They resolve the
discrepancy and are added to (or deducted from) the wage and salary total by
industry so that the total equals the sum calculated for the overal economy.

Table 42: Wages and salaries by main branch of activity incl. adjusting
items, 1995 — 2001, mill.

1995 1996 (1997 1998 1999 | 2000 | 2001

O Industries, total 37037 | 38903 | 41105 | 44037 | 46172 | 49423 | 52634
A Agriculture, hunting and forestry 526 513 513 531 579 596 613
B Fishing 11 10 10 10 9 9 9
C Mining and quarrying 97 95 105 107 113 121 129
D Manufacturing 9092 | 9529 | 10048 | 10909 | 11307 | 12134 | 12908
E Electricity, gas and water supply 486 516 520 536 535 521 536
F Construction 2144 | 2355| 2689 | 2980 | 3192| 3453 | 3576
G Wholesale and retail trade 4138 | 4348 | 4578 | 4922 | 5197 | 5509 | 5791
H Hotels and restaurants 806 846 880 944 | 1002 1063 | 1134

| Transport, storage and communication 2836 | 299 | 3176 | 3420 | 3530 | 3678 | 3753

J Financial intermediation and insurance 1344 | 1300| 1273 1260 | 1299 | 1400| 1451

K Real estate, renting and bus. activities 2786 | 3035| 3375| 3848 | 4328| 4939| 5550

L Administration; compuls. social security | 3046 | 3213 | 3398 | 3483 | 3600| 3752 | 3972

M Education 3053 | 3210| 3330 | 3521 | 3669 | 3820 | 3994
N Health and social work 4818 | 5182| 5369 | 5587 | 5755| 6068 | 6461
O Other community, social & personal 1613 | 1711 1800 1894 | 1992 | 2102 | 2220
service activities.

P Household service activities 66 74 86 97 109 123 131
X Industry unspecified (Adjusting item) 175 -30 -45 -12 -44 135 406

4.7.2. Employers’ social contributions

Employers’ socia contributions are either real or imputed. The former are
divided into compulsory and voluntary. They consist of contributions paid by
employers on behalf of employeesto theissuer of the insurance (socia security
funds and privately financed systems). The payments cover statutory
(compulsory) insurance premiums in accordance with accepted practice and
based on a contract, and other voluntary insurance premiums to indemnify
against social risks or needs.

Employers’ compulsory socia contributions consist of national pension and
sickness insurance contributions to KELA, employee pension, unemployment,
statutory accident and group life insurance contributions.

Employers’ imputed social contributions are the equivalent of non-funded
social benefits, which employers pay directly to their employees or former
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employees and other persons so entitled without an insurance corporation or
independent pension fund and without establishing a special fund for the
purpose.

In Finland' s national accounts employers’ social contributions are calculated in
two ways, like wages and salaries. They are calculated either as the total for the
overall economy mainly from aggregate data sources or by industry. Because
the total calculated by industry does not tally with the total from aggregate data
sources, an adjusting item becomes necessary to resolve the discrepancy. This
item is added to (or deducted from) the employers’ social contributions total by
industry so that the total tallies with the total for the overall economy. The
employers socia contributionstotal calculated from aggregate data sources for
the overal economy isthus definitive.

Table 43. Comparison of varieties of payment sums calculated

by actual accrual and by industry.

Employers' social contributions, total

- accrua method
- total by industry
- difference

National pension & sickness insurance contribs.

- accrua method
- total by industry
- difference

Employee pension contributions

- accrua method
- total by industry
- difference

Statutory accident insurance premiums

- accrua method
- total by industry
- difference

Unemployment insurance contributions

- accrua method
- total by industry
- difference

Group life insurance premiums

- accrua method
- total by industry
- difference

Voluntary social contributions

- accrua method

1995 1996 1997 1998 1999*
62111 63016 65412 70765 73840
63596 63831 65390 70066 72374
-1485 -815 22 699 1466
11630 12395 11887 12749 13236
11738 12697 12266 13097 13705

-108 -302 -379 -348 -469
35360 37541 39593 43465 46248
35667 37662 39626 43437 45274

-307 -121 -33 28 974

2071 2190 2479 3260 2741

2194 2257 2602 3038 3 160

-123 -67 -123 222 -419

9149 6 682 6775 6 965 7216

9474 6 338 6 746 7001 7162

-325 344 29 -36 54

371 316 301 192 225
232 217 219 209 223
139 99 82 -17 2
2151 2530 3007 3381 3673
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2912 3298 2561 2531 2347

Imputed social contributions

- accrua method
- total by industry
- difference

-761 -768 446 850 1326
1379 1362 1370 753 501
1379 1362 1370 753 503

0 0 0 0 -2

It will be explained below first how employers social contributions are
calculated for the overall economy and then how they are calculated by
industry.

4.7.2.1. Employers’ social contributions in the overall economy

Employers’ national pension and sickness insurance contributions

Employers’ national pension and sickness insurance contributions are deposited
in KELA. Information is available on accrued amounts through a special survey
produced by Statistics Finland each year.

National pension and sickness insurance contributions are deposited in KELA
in the month after wages are received. Deposits made in January are for the
preceding December. Depositsin the national account are timed for the
following year, i.e. on acash-basis principle.

Employee pension insurance contributions

Data on the accrua of various employee pension insurance contributions are to
be found in insurance company statistics for the TEL (Employees Pension
Fund), LEL (Short-term Employees Pension Fund), TaEL (Artists and Workers
in Other Particular Groups Pension Fund), Y EL (Entrepreneurs Pension Fund),
MYEL (Agricultura Entrepreneurs Pension Fund) funds and the Seamen’s
Pension Fund. Further employment insurance contributions paid into other
employee pension ingtitutions are to be found in their annual reports.

Employment insurance contributions paid by the State are paid into the Pension
Fund (independent of the budget) from which data about them is available.
Only the portion paid by the employer is taken into account.

Employers’ insurance contributions paid into the Government of Aland’'s
Pension Fund as well as those paid into KELA's own Pensions Liability Fund
are added to the employee pension insurance contributions.

Unemployment insurance contributions

Accrued unemployment insurance contributions are to be found in the profit
and loss statements of unemployment insurance funds. The premiums received
are recorded in the funds, based on monthly notifications. The insurance
company shows on its monthly statement the unemployment insurance
contributions accruing for that month and any interest and penalty interest
payable by insurance companies, which the insurance company paysinto the
fund according to the contract. The insurance company indicatesin its
December statement the amount of premium payments accruing by the end of
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December and the interest payable according to the contract. The
unemployment insurance fund' s profit and |oss statement includes any
premiums accrued in December which are paid to the fund the following year.

Insurance companies collect any unemployment insurance contributions from
delinquent policy holders, enterprises under arestraining order, in liquidation
or in avoluntary debt restructuring phase and protect the fund through powers
invested in them by a contract between the fund and the A ssociation of
Accident Insurance Institutions. The insurance companies record the accrued
premiumsin their monthly statements. At the end of the period, the premiums
due for collection or forcible collection are not thus included in the receipts or
receivables of the unemployment insurance fund.

Accident insurance contributions

Accrued accident insurance premiums are to be found in insurance company
statistics.

Group accident insurance contributions

Accrued accident insurance premiums are to be found in insurance company
statistics.

Employers’ voluntary social contributions

Counted among employers voluntary social contributions are LEL and TEL
additional insurance premiums, group accident and group pension premiums
paid to life assurance and retirement pension insurance companies, voluntary
accident insurance premiums and supporting contributions made to workplace
relief funds (pension, burial, separation, and sickness insurance funds).

Data about these are to be found in insurance company statistics and summaries
of the financial statements of sicknessinsurance funds.

Employers’ imputed social contributions

Accrued employers’ imputed social contributions are recorded in the same
amount as the tota paid for them in various industries (cf. Section 4.7.2.2.).

4.7.2.2. Employers’ social contributions by industry

Employers’ social contributions are calculated for various industries in a mostly
uniform way, i.e. by multiplying wages in the industry by the percentages for
the various contributions (percentage payment method). No hidden wages are
included because employers’ social contributions are not paid for them.

The payment percentages for employers’ social contributions vary from year to
year. The percentages, which have at times changed during the year, are ratified
by the Ministry of Social Affairsand Health.

Exceptions to the percentage payment method for employers' socia
contributionsin the central government industries are obtained directly from
the non-wage labour costs account in business accounting. The "Accident
insurance premiums' account is divided into accident and group life insurance
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premiums. In addition, payments from the "Change in the liability for non-
wage labour costs for holiday pay" account are broken down into the various
types of contribution in proportion to the other social security contributions
paid.

Table 44. Employers’ social contributions 1995-1999 by type
of insurance.

Employers’ social contributions as a per centage of wages and salaries

Payment type 1995 1996 1997 1998 1999
National pension and sickness insurance

- Private | 400 400 400 4.00 4.00
- Private | 5.60 560 560 560 5.60
- Private 111 6.50 650 650 650 6.50
- Unincorporated state enterprises 4.00 400 6.80 6.80 6.80
- Central government 6.80 6.80 680 6.80 6.80
- Loca government 6.80 6.80 475 475 475
- Parishes 11.80 11.80 10.80 10.80 10.80
TEL (Employees Pension Fund) on average 16.60 1680 16.70 16.80 16.80

LEL (Short-term Employees Pension Fund), on average  17.80 17.90 17.70 17.50 17.50
TaEL (Artists and Workersin Other Particular Groups 11.00 1070 1050 11.30 11.30
Pension Fund)

MEL (Seamen’s Pension Fund) 900 900 950 950 10.00
KVTEL (Loca Authority Employee Pension Fund) 20.30 21.00 20.80 21.20 21.40
VEL, (State Employee Pension Fund), most common 1950 19.20 19.00 18.80 18.80
KiEL (Evangelical Lutheran Church Pension Fund) 2700 27.00 27.00 27.00 27.00
Unemployment insurance contributions

- On wages and salaries up to FIM 5 million 2.00 100 100 090 0.90
- On wages and salaries exceeding FIM 5 million 6.10 400 400 390 3.85
Group life insurance contributions

- Private 0.12 0.10 009 0.08 0.08
- Loca authority 010 010 010 010 010
- Central government 0.14 011 009 006 0.09

Accident insurance contributions
- On average 1.20 120 140 140 130

Employers’ national pension and sickness contributions

The percentages for employers’ national pension and sickness contributions
(KELA payments) vary according to the employer. General government
employers have different percentages. Contributions for private enterprises are
traditionally divided into three categories. The size of each depends on the
amount of depreciation in the profit and loss account and their proportion to
total wages and salaries.

For most market production industries the lowest, or first payment category is
used. In manufacturing and many other industries, the average contribution
percentages of enterprises by industry are calculated by utilising the
depreciation and total wages and saaries from structural business statistics. For
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local authority enterprises, a percentage is applied to local authorities and local
government regional authorities. Different percentages are applied to employers
(enterprise, general government) in construction and transport.

Employee stock options are not part of wages and salaries, but the employers
national pension and sickness insurance contributions are paid based on them,
the only insurance contribution employers must pay in that respect. When an
employer’s national pension and sickness contributions are evaluated in the
profit and loss statement by the percentage payments method, the income on
employee stock options accruing in the industry in question must be added to
wages and salaries in the industry.

All employers socia contributions determined by wages and salaries subject to
tax withholding and tax at source, are to be found in payment control data by
enterprise and industry. These datawill be used to calculate KELA payments
made to manufacturing and other industries. Benchmark cal cul ations show that
both methods yield much the same result at the overall manufacturing level
with some differences depending on the industry.

Employment insurance contributions

Employment insurance contributions also vary according to employer and
enterprise.

Data about the employment insurance contribution percentages implemented by
enterprises according to industry are obtained annually from KELA at the
standard industry classification’ stwo-digit level. The percentage share, from
which the employee’s contribution is deducted, is used to cal culate employment
insurance contributions in market production.

For municipal utilities, a percentage of employment insurance contributionsis
applied to municipalities and joint municipal authorities.

For non-profit activities serving househol ds an average employee pension
percentage (TEL ) is applied. Religious organisations are the only exception and
for them the average Church employment insurance percentage is applied.

Unemployment insurance contributions

Unemployment insurance contribution percentages are determined according to
the total wages and salaries of an enterprise. Starting in 1995, therewasa FIM
5 million limit. A lower percentage is applied to thefirst FIM 5 million. Using
structural business statistics data, unemployment insurance contributions are
calculated by establishment/enterprise separately for single establishment and
multiple establishment enterprises. Using this separation method ensures that
the FIM 5 million limit will be applied only once.

Accident insurance contributions are calculated as percentages of total wages
and salaries by industry. The shareis obtained annually from statistical data
collected by the Association of Accident Insurance Companies at the five-digit
level of standard industria classification. The statistics are based on the
enterprise rather than the establishment. Each enterpriseis classified by its
main industry. Average accident insurance contribution percentages for local
government are applied to unincorporated municipal enterprises.
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Group life insurance contributions

Group life insurance contributions are calculated by industry using average
percentage shares of total wages and salaries.

Employers’ voluntary social contributions

There are no independent data available by industry about employers
voluntary social contributions.

The structural business statistics form contai ns questions about total statutory
and voluntary contributions. These data are used in calculations for
manufacturing and several other industries. The statutory contributions
produced by the methods described above are added together and deducted
from structural business statistics data and the remainder is regarded as the
amount of voluntary contributions.

Employers’ voluntary social contributionsin the enterprise sector for
construction of buildingsis 0.5 %.

The voluntary social contributions of local government are obtained by
deducting compulsory contributions from the total of such contributions paid as
reported by local government.

Employers’ imputed social contributions

Employers’ imputed social contributions are recorded in instances where,
instead of funding employee pension insurance contributions, employers pay
pensions directly to former employees. The pensions are not recorded as
employers socia contributions but as imputed contributions. Thisisin order
that labour costs will be comparable across different industries, irrespective of
the employee pension system used. Funding employee pensions has continued
to increasein recent years so that imputed employee pensions have declined.

Starting in 1988, local government changed over to afunded pension insurance
system. Central government has continued to pay comprehensive and upper
secondary school teachers' pensions directly to local government. Inlocal
government accounts, the imputed pension appropriations of such teachers have
been recorded as employers' imputed socia contributions. Until 1997, all
pension appropriations of comprehensive and upper secondary school teachers
were imputed. Starting in 1998, the future pensions of such teachers have been
progressively funded. The share paid by local government is being raised each
year. Consequently, imputed socia contributions have gradually declined since
1998 and their funded portions transferred to employee pension contributions.
Imputed socia contributions are obtained by multiplying the total wages and
salaries of comprehensive and upper secondary school teachers by the imputed
employee pension insurance percentage.

Since 1994, employers’ imputed socia contributions have emerged to some
extent in unincorporated state enterprises in addition to local government and in
some financia institutions and activities serving the agricultural sector.

Collectively negotiated, so-called development funds have also been recorded
insocia contributionsin conjunction with employees retiring voluntarily.
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4.7.2.3. Adjusting item for employers’ social contributions

Because the total of employers’ social contributions calculated by industry does
not tally with the contributions for the whole economy, an adjusting item
becomes necessary to resolve the discrepancy. Thisis added to (or deducted
from) the total of employers socia contributions by industry so that it tallies
with the employers social contributions for the whole economy.

4.8 Other taxes on production and imports

Other taxes on production are centrally calculated, both the figures for the
overall economy and division of taxes between industries. The sources used are
the accounting records and annual budgetary report based on the government’s
budgetary estimate and special reports. Other taxes on production consist of
four State levied taxes: vehicle tax, motor vehicletax, atax on shipping (a
harbour fee per net registered tonne per calendar year) and awaste disposal tax.
In addition to other taxes on production, there are consequences for defaulting
on vehicle tax and motor vehicle tax. The consequences for defaulting are
presumed to be equally divided between enterprises and households. Default
taxes amount to afairly small sum, totalling roughly FIM 10 million annualy.

Motor vehicle tax is payable on diesel powered vehicles annualy. The tax
depends on vehicle weight. The share paid by households isfirst deducted from
tax revenues asit is classed under other indirect taxes. The grounds for this are
long established. Of the actual share classed as taxes on production, ashareis
first designated to the transport industry, which share is payable by anyone
professionally employed in the transport sector, based on data from the Vehicle
Administration Centre. The taxes remaining are broken down among other
industries based on data from the Vehicle Administration Centre about the
number of diesel powered vehicles.

The annual motor vehicletax is currently FIM 500 for vehiclesfirst registered
not later than 1993 and FIM 700 for vehiclesfirst registered in 1994. The share
paid by householdsis first deducted from tax revenues asit is classed under
other indirect taxes. Therest is classed as other taxes on production. Data on
vehicle tax from the Vehicle Administration Centre are used in the distribution.
The share of taxes from the transport industry isfirst calculated, using data on
motor vehicle tax from the Vehicle Administration Centre. Otherwise, motor
vehicle tax is partitioned among industries starting with those registered first in
the vehicle administration’ s register.

The waste disposal tax isonly paid by the environmental management industry.
Harbour fees belong strictly to the water transport industry.

No import taxes have existed since 1994.

4.9 Other subsidies on production

Other subsidies on production are paid by the general government, the
Government of Aland and the European Union. The sources used are the
accounting records and annual budgetary report based on the government’s
budgetary estimate and special reports.

Data on subsidiesin the national budget areto be foundinitemsin
consolidated accounting data and the Financial Statement and Report. A few
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agriculture subsidy items (the national subsidy of agriculture and horticulture
and the European Union income subsidy) are divided among other subsidies on
production and products. More precise data on divided subitems are available
from the Ministry of Agriculture and Forestry. Subsidies from three funds, the
National Housing Fund, the Intervention Fund of Agriculture and the
Development Fund of Agriculture and Forestry are added to the other subsidies
on production available from the national budget. Also added to the central
subsidy estimate are other subsidies on production paid by the Government of
Aland and lesser subsidies on production paid by local authorities. After a
timing adjustment is applied to agricultural subsidies, the total subsidy amount
is obtained. Some of the subsidies are financed by Finland and some by the
European Union. Specia EU subsidies are paid to agriculture which obtains the
greater share. Key subsidies are the agri-environmental subsidy, the
agri-horticultural subsidy and harvest catastrophe relief.

Subsidies are broken down in two ways by industry. Most industries can be
decided based on budget items in the budget proposal and the Government of
Aland budget proposal. Certain subsidies are broken down by industry based on
data available from financial statistics offices. For example, product
development subsidies are broken down based on data supplied by the accounts
officein question.

4.10 G@Gross operating surplus

The gross operating surplusisto be found in the national accounts as aresidual
of market production. Compensation of employees and other taxes on
production are deducted from gross operating surplus and other subsidies on
production received are added. From this item must still be deducted any mixed
income earned by households (cf. Section 4.11). In non-market production,
gross operating surplusisidentica to consumption of fixed capital because it
generates no operating surplus.

The gross operating surplus is also adjusted for the same items as compensation
of employees (cf. Sections 4.7.1.4 and 4.7.2.3), but with the opposite sign. The
reason for thisisthat compensation of employees a so influences gross
operating surplus.

Test calculation

A test calculation of market production gross operating surplus (incl. mixed
income of households) was performed independently in Finland during the
years 1995-1997. It alowed calculations of GDP based on the income approach
by adding compensation of employees, other taxes on production (less other
subsidies on production) and consumption of fixed capital in non-market
production to market production gross operating surplus.

The main data source used was profit and loss statements from structural
business statistics. The datarely on the profit and loss statements of businesses.

An Operating profit + leasing rentsitem by industry to atwo-digit level of
classification calculated from the data was used to estimate gross operating
surplus. Thiswas not feasible in all industries because the data are not
exhaustive enough or the concepts do not match. For these industries, the
production method had to be used in atest to cal cul ate gross operating surplus,
which was obtained by deducting compensation of employees and other taxes
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on production from gross value added and adding other subsidies on
production.

Theindustriesin question are Financial intermediation and insurance (65 and
66), Letting and operation of dwellings (7021) and Activities of religious and
membership organisations (91). A gross operating surplus calculated by the
production approach was also used in Forestry, logging and related service
activities (02), but calculated independently, mostly based on stumpage income
(cf. Section 3.7.2). The imputed value of self-built construction was added to
the calculation in the form of a supplementary item to the national accounts.

In agriculture (01), afigure was used to estimate gross operating surplus which
was obtained by adding to the datain structura business statistics data derived
from agricultural enterprise and income statistics: net income + depreciation.
Structural business statistics contain mainly so-called Other enterprises related
to agriculture (e.g. cultivation of vegetables, indoor plants and seedlings
(01120) and fur farming (01251).

In the recreational, cultural and sporting activities industry (92) the State's
share of the profits from pools and |ottery activities is deducted from profits, as
itis counted as taxes on products.

An estimate of the gross operating surplus of local government utilities
counting as market production was cal culated by means of local government
financial statistics. Both traditional and so-called new type local government
utilities were involved. No data about new enterprises are available by industry
so the item was added to industry accumulation in structural business statistics
data.

When indirect financial services were deducted from the gross operating
surplus for market production thus cal culated and compensation of employees
plus other taxes on production (less other subsidies on production and
consumption of fixed capital for non-market production) were added, the GDP
using the income approach was obtained. GDP calculated in this way was less

than when calculated by the production approach.

Table 45 Gross domestic product from the income approach

in 1997.
Gross domestic product from the income approach, Gross Compen- Other taxes  Gross
1997 operating sation of on value added
surplus employees  production
less subsidies
1 National accounts (at basic prices) 248 279 308 407 -8 822 547 864
among which
2 Forestry 11789
3 Financial intermediation and insurance 10 556
4 Letting and operation of dwellings 51935
5 Business and employers’ organisations 161
6 Self-built construction 2448
7 General government 14 617
8 Non-profit institutions serving households 1064
9 FISIM -14 858
10 Gross operating surplus according to structural 128 817
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business statistics

11 Agriculture according to agricultural enterprise and
income statistics

12 Local government utilities according to local
government financial statistics

13 Other items according to the national accounts
(2+3+4+5+6+7+8+9)

14 Total (10+11+12+13)

15 Total, as a percentage of GDP (1)

16 Absolute difference (14 minus 1)

4.11 Mixed income
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9166

4108

77712
219 803 308 407 8822 519388
88.5 94.8
-28 476 -28 476

Mixed income denotes income which househol ds obtain as remuneration for
their participation as self-employed persons in market production. Thisincome
is based on labour input, but it cannot be separated from the self-employed
persons profit and thereforeit is called mixed income. Any wages and salaries
self-employed persons pay themselves are wages and salaries and not mixed
income. The imputed income obtainable from living in an owner-occupied
dwelling is operating surplus and not mixed income.

The mixed income households obtain is cal culated as an independent section of
the compilation of household sector accounts. Mixed incomeis calculated as
the sum of several accounting entities. These accounting entities are:

— Agriculture (Industry 01)
— Forestry (02)

— Fishing (B)

— Other industries (C — O)
— Self-built construction

— Renting of dwellings

— Hidden economy
—Artists’ royalties.

Mixed income is obtained by deducting intermediate consumption,
compensation of employees, consumption of fixed capital and other taxes on
production from output and adding other subsidies on production.

Agriculture (01)

The starting points for cal culating mixed income in agriculture are the
agriculture industry’ s production and generation-of-income accounts (cf.
Section 3.7.1). Production and generation-of-income accounts of other sectors
carrying on agriculture are deducted from this production and
generation-of-income account, which in practice comprises production and
generation-of-income accounts for agriculture belonging to enterprises and the
central government. The remainder equals households' generation-of-income
accounts.

Calculating the share of enterprisesin the agriculture industry is based on
structural business statistics data. The method is similar to the mixed income
accounting of the other industries (C — O) described below. The share of
consumption of fixed capital that appliesto enterprisesin agricultureis
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estimated at 4 %, namely the same as that invested by enterprisesin agriculture
in 1995.

The central government’ s share of the agriculture industry remains small.
Consolidated accounting data and the Financial Statement and Report were used
as sources.

Forestry (02

The mixed income earned in the forestry industry is calculated in the same way
as for agriculture mixed income. The starting point is the forestry industry
production and generation-of-income account (cf. Section 3.7.2), from which
the share of the other sectorsis deducted. The other sectors are enterprises,
central government, local government and non-profit institutions.

The spread of output across various sectorsis based on the distribution of gross
stumpage financia income among various forest ownership sectors.

Fishing (B)

Mixed income from fishing is the same as the output of the fishing industry for
own final use which reflects the value of recreational fishing.

Other industries (C - O)

Calculations for other industries are based on structural business statistics data.
Cross tabulation is to be found in the data by sectors and industries. All
household sector industries are gathered from the data except primary
production for which data are incomplete. Household sector includes al self-
employed persons who employ less than two working years. Self-built
construction, renting of dwellings and artists' royalties are not part of the data,
so mixed income is calculated separately in their case. The hidden economy is
also not part of the data, naturally.

Output and intermediate consumption are obtained directly from the data.
Output isthe total of the following variables: turnover, change in inventories,
production for own use and other output from business activities. Intermediate
consumption isthetotal of the variables purchased during the financia year,
purchases of services by other parties, rents, other |eases and miscellaneous
fixed and variable expenses. The gross value added is the difference between
output and intermediate consumption.

Mixed incomeis calculated in such away that wages and salaries, employers
social contributions, consumption of fixed capital and other taxes on production
are deducted from gross value added and other subsidies on production are
added.

Consumption of fixed capital is obtained by multiplying the consumption
figures for market production by the share of households in those industries.
The household share of gross fixed capital formation in 1995 was used to
calculate the estimate. Finally, consumption figures by industry are added
together.

Wages and salaries earned are found directly from structural business statistics.
Employers socia contributions are calculated using the appropriate
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percentages of wages and sdaries for the employer in question. Other taxes on
production and other subsidies on production are found from genera
government estimates.

Self-built construction

The output of self-built construction is derived from the imputed hours worked
in construction and hourly rates for construction. The hours worked are found
in the survey "Hidden economy construction in the 1990s" (1990-1996)
produced by Pekka Rytkénen Oy, Consultants. The imputed value of self-built
construction for hours worked is the average hourly rate for empl oyees engaged
in the construction of buildings, excluding employer socia contributions and
additional wage and salary costs.

Renting of dwellings

Rental income obtained by households for dwellings owned is household mixed
income, after intermediate consumption and consumption of fixed capital have
been deducted. Rental income istreated in the national accounts as mixed
income, even if thereis not any actud labour input involved.

The starting points for calculations are the production and
generation-of-income accounts of the Letting and operation of dwellings
industry (cf. Section 3.17.2). The market output of thisindustry is restricted to
rental income. The household share of rental income is obtained by means of
the dwellings data base. The share of rental dwellings owned by householdsis
calculated from intermediate consumption and consumption of fixed capital.

Artists’ royalties

An estimate of fees paid to writers was obtained from the Finnish Book
Publishers Association. To thisfigure is added the amount paid for copies, to be
found in the annual report of Kopiosto, the copyright society. According to
Kopiosto, 90 % of writing income is subject to personal income tax while 10 %
is subject to business income tax. Thus 90 % of fees counts as household
income. Costs related to writing output, i.e. intermediate consumption, are
estimated to be 10 % of thisincome and the remaining 90 % is regarded as
household mixed income.

Other artists' royalties were not estimated.

Hidden economy

Estimates of hidden economy mixed income are to be found in various industry
calculations. The following have been performed so far: construction of
buildings, truck and taxi transport, wholesale and retail trade and hotels and
restaurants. The calculations are described in more detail in Chapter 3 under the
relevant industry.

Table 46. Household mixed income, 1995— 1999.

FIM million 1995 1996 1997 1998 1999*
A 01 Agriculture 10991 8510 8585 6967 7178
A 02 Forestry 7340 6366 9025 10048 9847
B Fishing 389 360 313 320 301

187/371



ESTAT-2003-10412-01-00-EN-TRA-00 (FI)

C - O Other industries 5290 5903 6805 6815 7376
Self-built construction 1942 2067 2448 2815 3209
Renting of dwellings 3215 3715 4065 4492 4733
Artists royalties 135 148 155 163 163
Hidden economy 1257 1364 1538 169 1500
Mixed income, total 30559 28431 32933 33316 34 307

4.12 Consumption of fixed capital

In Finland, consumption of fixed capital is calculated by means of the capital
stock model. Consumption is calculated separately for al industries and types
of producer. In market production industries, consumption of fixed capital does
not affect gross value added because the | atter represents the difference
between output and intermediate consumption. In non-market production, on
the other hand, consumption of fixed capital does affect gross value added
because the latter is equal to the sum of employee compensation and
consumption of fixed capital.

Consumption of fixed capital means a decrease in value of fixed capital during
the financial period due to physical deterioration, planned obsolescence and
ordinary wear and tear. Consumption of fixed capital is a decrease in the value
of capital used in production and is shown in national accounts as a production
cost in the production account. While consumption of fixed capital itself
corresponds to the difference between gross and net val ue added, consumption
of fixed capital is calculated as the difference between investments and net
capital stock expressed by the formula:

CFC,= GFCF.- (NCS - NCS,,), (1)

where CFC is consumption of fixed capital, GFCF is gross fixed capital
formation and NCSiis net capital stock. It is presumed that consumption of
fixed capital islinear, i.e. a constant share of the original value of capital goods
depreciates over the entire service life of the goods.

Gross fixed capita formation is explained in Sections 5.10, 5.11 and 5.12. In
the following, the calculation of fixed capital stock is described.

Fixed capital stock

In Finland, the perpetual inventory method is used to calculate the capital stock.
This method involves long investment series, price indices and presumptions
about the formation of the survival/mortality function and average service life.
The method is supplemented by surveys and administrative data. In the national
accounts, there are two concepts of capital stock: gross capital stock and net
capita stock. The table shows the classification of fixed assets.

Table 47: Classification of fixed assets.
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AN11 Fixed assets

AN111 Tangible fixed assets
AN1111 Dwellings

AN1112 Other buildings and structures
AN11121 Non-residential buildings
AN11122 Other structures

AN1113 Machinery and equipment

AN11131 Transport equipment

AN11132 Other machinery and equipment

AN1114* Cultivated assets

AN11141 Livestock for breeding, dairy, draught, etc.

AN11142 Vineyards, orchards and other plantations of trees yielding repeat products
AN112 Intangible fixed assets

AN1121 Mineral exploration

AN1122 Computer software

AN1123 Entertainment, literary and artistic originals

AN1129 Other intangble fixed assets

* Currently in Finland, cultivated assets are not included in tangible fixed
assets, although they are contained in the flow measure. In other words,
consumption of fixed capital isnot calculated for cultivated assets.

Gross capital stock

Gross stock is the value of assetsthat are in the control of producers and still in
use and are valued at "as new" prices, irrespective of their age or actua
condition. A reduction in the efficiency of capital goodsin gross stock is not
taken into account. Gross capital stock comprises the cumulative value of past
investments less cumulative retirements. Retirements are presumed to follow
the Weibull distribution formula, in other words the amount of investment in
year T still in use at the end of year t follows the so-called survival function:

B o@+@/a)) d’%’

.= 2
w,_, exp%— girH (2

E

where e =t-T+0.5, E isthe average service life and ¢ is the shape parameter.

The gross stock at the end of year tis:

BKA, = Z w1, , ©)

T2(=7,+1

where Tet-J+1 and |, isthe gross fixed capital formation in year T. J = max
(1.5+,100} . In other words, the maximum service lifeis presumed to be 1.5
times the average service life, but not more than 100 years. Gross capital stocks
are e.g. used in productivity calculations.
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Net capital stock

Valuation

Net capital stock consists of the accumulated value of past investments less the
accumulated consumption of fixed capital. The net capital stock is the concept
of stock used by the 1993 SNA/1995 ESA accounting system and isused in
balance sheets and in input-output tables. Net capital stock is calculated using
straight-line depreciation:

NKAt = zwt—l'['l'dt—l' , (4)

I2=J,+1
where d .= 0, when Tet-E+0.5,

and d .= 1-(1/E)(t-T+0.5) otherwise.

ESA 1995 states that "Fixed assets ... should be valued on the basis of
purchasers' prices'.

Capital stock can be valued according to three concepts of price:
- fixed replacement prices, or capital goods are valued at given base year prices

- Current replacement prices, or capital goods are valued at the current year's
prices

and

- acquisition prices (so-called historical prices), or capital goods are valued at
the price they were at the time of acquisition. In Finland, the first two of these

price concepts are used. In the capital stock model, equity at constant pricesis
inflated to current prices by using investment price indices.

Service life

Establishing the length of the average service life of capital goodsis based on
enquiries, administrative sources, expert evaluations and the practice in other
countries. For public infrastructure, for example, the average service life of
tracks and waterways is based on datain the Railway Administration Centre,
Road Administration and Navigation Administration. The length of the service
life of manufacturing capital goods are based inter alia on Statistics Finland's
enquiries concerning fixed asset replacement provisionsin industries C,D,E
and the length of average and expected service life estimates dating from 1990.
The enquiry regarding manufacturing capital stock will apply to 2002, and from
2005 onwards, such enquiries will be conducted every five years.

The service life of dwellingsis 50 years, mineral exploration 10 years,
computer software 5 years, copyrights 10 years, and land, etc. and other major
improvements 30-70 years. The table shows the average service life of other
capita goods.

Table 48: Average service life of capital goods
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Industry |Other Civil Transport Other
construction |engineering, |equipment machines and
of buildings |etc. equipment*

A 35-40 30-50 9 5-12

B 10 15

C 30 25 7 1) 18

DA 40 25 (7) 17-19

DB 35 40 (7) 14

DC 35 40 (7) 14

DD 35 25 (10) 16

DE 40 35 (6-10) 15-18

DF 35 40 (10) 23

DG 40 35 (10) 18

DH 45 40 (7) 18

DI 40 40 (10) 19

DJ 40 30-40 (8-12) 16-23

DK 40 30 (8) 13

DL 40 30 (7) 11

DM 45 40 (9) 15

DN 35 35 (8) 14

E 45-50 35-40 8-10 24-27

F 40 30 10 10

G 40 30 10 15

H 40 10 15

[ 20-50 20-70 7-25 5-25

1A 20-50 40-70 8-25 5-25

601 50 70 20 25

602 40 40 8-10 5-10

603 40

61 50 40 25 15

62 20 40 15 15

63 40-50 40-70 10 15

6302 50 52 10 15

IB 40 20 10 15

J 40 10

K 40-50 40-70 8-10 10-15

L 50 70 10 15

M 50 70 10 10-15

N 40-50 70 8-10 10-15

o 50 40-70 8-10 10-15

1) Inindustries C - DN, data on transport equipment are not separated in the
population but are included proportionately in the 'Machines and equipment’
column data.

* Inindustries C, D and E after 1990, annual reduction in service lifeis 0.4-0.5
%. (before 1990 the annual reduction in service lifewas 0.5 — 1 %).
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Sector transfers

The execution of the Finnish NA capital stock calculationsis two-staged. In the
first stage the PIM produces the gross and net capital stocks. In the second
stage the retirements and the consumption of fixed capital (cfc) are calculated.
As assets, however, sometimes are transferred e.g. from the central government
to the non-financial sector due to privatizations (or vice versafor that matter),
Finland redirects the stocks to their new sectoral origins with correction
matrices between the two stages of pim calculations. An example is the case of
the formerly state owned National Board of Civil Aviation (NBA) whichin
1989 was constituted as a budget related government company, in 1990 the
Civil Aviation Act was approved and in 1991 the NBA transformed to the Civil
Aviation Administration (CAA). In the case of the NBA/CAA the gfcf is until
1988 in the central government sector (S1311), however, after 1989 the gfcf is
in the non-financial/household sector (S111S14N) as shown in Table 1.
Accordingly both the gross capital stocks (gcs) and the net capital stocks (ncs)
are until 1988 in the central government sector and from 1989 on in the market
sector.

Table 1. Industry 6303 Supporting air transport activities gfcf and stocks

Industry 6303, total gfcf in current prices, MO Euro 1987 1988 1989 1990
S111S14N 0 0 28 43
S1311 19 2 0 0
Industry 6303, total gcs in current prices, MO Euro 1987 1988 1989 1990
S111S14N 0 0 797 883
S1311 559 619 0 0
Industry 6303, total ncs in current prices, MO Euro 1987 1988 1989 1990
S111S14N 0 0 547 603
S1311 390 427 0 0

The normal perpetua inventory calculations for the year 1989 (and the
succeeding years) would show up as stocks and cfc and retirements in sector
S1311 (although the investments are zero) which isincorrect as the supporting
air transport activities are not any longer in the government sector. Therefore
the exact amount of gross and net capital stocks that the old (prior to the
sectoral transfer) investments amount to are transferred by a correction matrix
to their new sectors. After this the second stage isimplemented in the pim
caculations, i.e. the cfc and retirements are calculated. To illustrate the
procedure a part of the correction matrix for the net capital stock is shown in
Table 2 (there is a separate matrix for the gcs). The old investments performed
in the central government sector (i.e. prior to 1989) would have produced net
capita stocks of 120 MIO euro in non-residential buildings, 428 MIO euroin
civil engineering and other structures, 33 MIO euro in other machinery and
equipment and 12 M10O euro in computer softwarein sector S1311 in the year
1989. These are subtracted from the stocks of the central government and added
to the stocks in the non-financial/household sector (S111S14N) which istheir
new owner. Thusin year 1989 the ncsin industry 6303 in the non-
financial/household sector (S111S14N) is 120+428+33+12=593 MI1O euro in
year 2000 prices plus the gfcf of 35 MIO euro in 2000p (less 1 MIO euro that
aready goesto cfc) i.e. 627 M10O euro in 2000p. This amount when inflated
back to current prices becomes 547 MI1O euro.

Thus the Finnish practice of using correction matrixesis uncontroversial and
unproblematic. The investments when made are retained in their actual sectors
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of origin, and when dueto e.g. privatizations the sector that owns the fixed
asset changes the correction matrixes ensure that the procedure is correct.

Table 2. Part of the correction matrix for ncs, M10O euroin year 2000
prices.

0 0 0 1989 1990
S111S14N 6303 P511218 120 117
S111S14N 6303 P511228 428 419
S111S14N 6303 P511328 33 30
S111S14N 6303 P5122S 12 7
S1311 6303 P511218 -120 -117
S1311 6303 P511228 -428 -419
S1311 6303 P511328 -33 -30
S1311 6303 P5122S -12 -7
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Chapter 5 The expenditure approach

5.0. GDP by the expenditure approach

The accompanying table shows GDP by the expenditure approach. Household
final consumption expenditure accounts for 50% and public final consumption
expenditure for 20 %. Since exports account for amost 40% of GDP, foreign

trade is akey component of Finland’ s economy.

Table 50: Gross domestic product by the expenditure approach, 1998.

Gross domestic product by the expenditure approach, 1998

1 Fina consumption expenditure
Private final consumption expenditure
Government final consumption expenditure
- Individual final consumption expenditure
- Collective final consumption expenditure
2 Gross fixed capital formation
Private gross fixed capital formation
Government gross fixed capital formation
3 Changesin inventories
4 Exports of goods and services
5 Imports of goods and services
6 Statistical discrepancy
7 GDP at market prices (1+2+3+4-5+6)

5.1 Reference framework

FIM mill.
495 449
346 021
149 428

93 577
55851
128913
108 954
19959
6 816
267 467
206 650
-2472
689 523

%
71.9
50.2
21.7
13.6

8.1
18.7
15.8

29

1.0
38.8
30.0
-0.4

100.0

In the expenditure approach, GDP is calculated as the sum of its expenditure
components, or as the sum of demand items. These items consist of final
consumption expenditure, investments, change in inventories and exports of
goods and services, lessimports of goods and services.

In the national accounts, GDP is determined on the basis of the production
approach. The expenditure approach is taken into account also as explained in

Chapter 6. The differencein GDP, as calculated by the production and

expenditure methods of approach, isrecorded as a statistical discrepancy. In
this chapter will be explained different expenditure component cal cul ations.

5.2 Valuation

The use of productsisvalued at purchasers’ prices. Fina consumption

expenditure therefore includes value-added tax and other product taxes, but not
subsidies. The products acquired by instalment payments or an equivalent
credit system are recorded by their date of purchase.

Gross fixed capital formation includes value-added tax insofar asit is not tax
deductible. Investments are recorded according to the date of the transfer of
assets. There are three exceptions to thisrule in the national accounts. First,
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financial leasing is recorded as an investment by the industry using it, even if
there is no change of ownership. Secondly, own-account investments are
recorded when they are produced. Thirdly, construction investments are
recorded as they are built and not until after completion of the construction,
when ownership generally changes hands.

Changein inventories are valued at the average price for the year, i.e. the value
of opening and closing stock is averaged for the year and then the difference
between them is calcul ated.

Goods imported and exported are valued at their f.o.b. value, i.e. their value
when they leave the exporting country. Exports of services are valued at basic
prices and imports of services at purchasers prices.

5.3 Transition from private accounting and administrative
concepts to ESA 95 national accounting concepts

In calculating government final consumption expenditure, use is made of the
financial statistics of local authorities and associations of local authorities,
consolidated accounting data and the Financial Statement and Report and the
profit and loss statements of various corporations. Use of the pertinent concepts
isexplained in Section 5.9.

In calculating gross fixed capital formation, use is made of the financial
statistics of local authorities and associations of local authorities, consolidated
accounting data and the Financial Statement and Report and the profit and loss
statements of various corporations. Use of the pertinent conceptsis explained in

Section 5.10.2.

5.4 Role of direct and indirect estimation methods

A summary of the key data sources or estimation methods for the various
demand itemsis shown in the following table.

Table 50: Key data sources or estimation methods for various demand items.

Economic activity

Main data sour ce or estimation method

Household final consumption expenditure

Household Budget Survey, or indirect estimation method. Other
direct and indirect estimation methods are used

Consumption expenditure of non-profit
ingtitutions serving households

Partly direct, partly indirect estimation method

Government final consumption expenditure

Total data, i.e. direct estimation method

Gross fixed capital formation

Partly direct, partly indirect estimation method

Changein inventories

Partly direct (total data), partly indirect estimation method
(Agriculture)

Goods imported and exported

Total data, i.e. direct estimation method, partly indirect
estimation method for adjusting items
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Exports and imports of services Indirect estimation method

5.5 Role of benchmarks and extrapolations

5.6 Main

Benchmarks and extrapolation are used in calculating household fina
consumption expenditure (cf. Section 5.7).

Benchmarks and extrapolation are used in calculating gross fixed capital
formation of building renovation contained in estimates of investmentsin the
construction of buildingsin 1990-1996. The level of investmentsin renovation
was defined on the basis of a special report produced in 1990. Thislevel was
brought forward during 1991-1996 using indicators. Calculations for
investments in renovation are explained in more detail in Section 3.12.1.

approaches taken with respect to exhaustiveness

Data sources for the expenditure approach are fairly exhaustive. Calculations
are based on tota datafor final consumption expenditure with respect to goods
imported and exported, government final consumption expenditure and
partialy with respect to gross fixed capital formation, inventories and
consumption expenditures of non-profit institutions serving households. The
Household Budget Survey, the key data source for household final consumption
expenditure, starts basically from very exhaustive premises, except for some
consumer headings known to be problematic, i.e. alcohol. There will be more
discussion below about additions to be made to Household Budget Survey data.

The most problematic expenditure component at present from the standpoint of
exhaustivenessin national accountsis foreign trade in services, as dataon
payments from abroad collected earlier by the Bank of Finland were
discontinued after 1998. The way that statistics on exports and imports of
services are compiled is now being revised at Statistics Finland and the quality
of statistics should be satisfactory in coming years (cf. Section 5.16).

The hidden economy does not constitute a significant problem for the
expenditure approach. Any consumer goods and services produced by the
hidden economy are presumed to be included for the most part in Household
Budget Survey data.

Co-ordination and balancing of the production and expenditure approaches by
supply and use tables does not yet provide a basis for compiling the annua
national accountsin Finland. Such will soon be the case, however. When
implemented, it will ensure a more systematically exhaustive approach, also
with respect to the estimation of GDP expenditure components, than at present.

5.7 Household final consumption expenditure

5.7.1. Concepts, definitions and classifications

In compiling estimates of household final consumption expenditure, the
concepts and definitions of the European System of Integrated Economic
Accounts (ESA 95) are observed.
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The product classification of household final consumption expenditure is based
on the COICOP classification of individual consumption by purpose for
households, as referred to in ESA 95. It has been adapted to the needs of
Finland’ s annual accounts to yield a product classification, which at its most
precise level is divided into 182 goods and services headings. The overal
heading nomenclature is shown in conjunction with the description of
calculating methods.

5.7.2. Data sources

The key data sources for calculating household final consumption expenditure
are Statistics Finland’'s Household Budget Survey and businessregister.
They are described separately elsewhere in this description of methods.

Much of the datarelies on the calculations of producer industriesin the national
accounts. Definitions of the consumer share are described in this chapter.

The share of consumption expenditure in the overall use of each product is
ultimately determined as aresult of balancing the supply and use tablesin the
nationa accounts.

Many other data sources of a supplementary nature are also used to calculate
final consumption expenditure, of which the most important are shown in the
following list. The code numbersin the list are reference numbers for source
references in the tables describing the method.

CODE NAME OF SOURCE NAME OF COMPILER/PUBLISHER

1 Food and Drink Industry domestic sales statistics ~ Finnish Food and Drink Industries' Federation

2 The food and beverage economy Finnish Gallup Food and Farm Facts Ltd

3 National accounting production accounts Statistics Finland

4 Agricultural statistics yearbook with basic sources The Ministry of Agriculture and Forestry’s
Information Service (TIKE)

5 Production statistics Statistics Finland

6 Foreign trade statistics The National Board of Customs

7 I ntoxicant statistics yearbook The National Research & Development Centre
for Welfare and Health (STAKES)

8 Tobacco statistics STAKES & Statistics Finland

9 Home appliance statistics The Association of Home Appliance Dedlers

10 Finnish medicd statistics The National Agency for Medicines & the
Socia Insurance Institution (KELA)
