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CONSUMER PRICE INDEX REVISED

As of December 1997, changes
in consumer prices are mea-
sured according to the Consumer
Price Index 1995=100. The index is
based on the consumption structure
of the 1995 consumption expendi-
ture survey. The new index differs
from the old one in that its weight
structure is more up-to-date. The
measurement of owner-occupancy
was also changed slightly, a new EU
classification was introduced and
the commodity basket of the index
and the sample of the retail outlets
included in price monitoring were
renewed.

The consumer price index is
usually revised every five years. A
new index often gives a slightly dif-
ferent picture of price development
than the old one. The inflation was
almost unchanged between 1995
and 1997 calculated both by the
new and old index. Although price
development can be examined with
the new index from 1995 onwards,
the already published data on
changes in the consumer price in-
dex will not be altered. The last
point figure for the old index was
produced for November 1997. Then
the inflation was 1.9 per cent calcu-
lated both by the old and new con-
sumer price index.

Changes in consumption
structure

The weights of the consumer price
index reflect the relative propor-
tions of the sums used by average
households on consumer goods.
Thus examined, the relative pro-

INFLATION BY NEW AND OLD INDEX
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portions of housing and health and
medical care rose in the new consu-
mer price index and those of clot-
hes and footwear, household arti-
cles and transport fell. The propor-

tions of cultural and recreational
services and of other goods and ser-
vices remained unchanged.

The revised weight structure of
the consumer price index increased
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the weight of telecommunications
distinctly by bringing mobile tele-
phones and calls to the index bas-
ket. The consumption proportions
of banking and financial services
also grew significantly.

From 1990 to 1995, Finland was
in the midst of an economic reces-
sion and 1995 was also the first year
of Finland’s membership in the Eu-
ropean Union. The weak consumer
demand and the floating Finnish
markka changed the relative prices
considerably, but the inflation re-
mained low.

There was a
change in the volume of house-
holds’ consumption between 1990
and 1995. When examining fixed
price consumption, only the rela-
tive proportions of food and hous-
ing went up. The increased signifi-
cance of housing in the consumer

considerable

price index is a result of the deregu-
lation of the rent market and,
partly, of a methodological change.

In consideration of price
changes, the consumption of many
commodity groups and services
went down substantially from 1990
to 1995. The consumption of clothes
and footwear, tobacco and alco-
holic products and household arti-
cles dropped most. And the con-
sumption of package tours, vehi-
cles and jewellery, clocks and
watches also decreased consider-
ably.

Although consumer habits and
actual consumption in the house-
hold sector did not change much in
the 1990s, the revision of the weight
structure did not much alter the
conception of the rate of change of
consumer prices between 1995 and
1997: the development of the new
and old index is fairly uniform.
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Development of consumer
prices from 1990 to 1997

The inflation has remained low al-
most throughout the 1990s. The an-
nual change of the consumer price
index was at its peak, at 7.5 per
cent, in January 1990. After this, the
rise in prices slowed down and en-
ded almost in a deflation in 1994. In
1997, the average inflation stood at
1.2 per cent.

The slowed down
sharply primarily because of the
large structural changes both in the
housing market and retail trade
brought about by the recession.
Moreover, food prices also fell sig-
nificantly when Finland became a
member of the EU. Housing costs
and food account for almost 40 per
cent of the consumption expendi-
ture of households.

inflation

Owner-occupancy pushed
inflation down in the 1990s

The consumer price index measu-
res the capital costs of owner-occu-
pancy by means of housing prices

INFLATION SINCE 1990

and interest on housing loans. Hou-
sing prices were at their highest in
1988, after which they started to
drop radically. Throughout the ear-
ly part of the 1990s, the fall in hou-
sing prices also lowered the year-
on-year change in the consumer
price index, at most by 0.9 percen-
tage points in 1992.

The interest rate level of the to-
tal housing loan stock plummeted
1992, which brought the
year-on-year change in consumer
prices further
prices started to rise again in 1995.
The rise in housing prices ac-
counted for 0.5 percentage points of
the 1.9 per cent inflation in Decem-
ber 1997.

in

down. Housing

New consumer price index
reacts slower to housing
price changes

The role of housing prices as an in-
dicator of the wear of one’s own
dwelling is smaller in the new con-
sumer price index. From now on,
the wear of a dwelling is measured
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also by means of the renovation
and basic repair of the dwelling, to
which a narrower stand was taken
in the previous index.

The contraction in the housing
loan stock and the fall in the inter-
est rate level decreased the weight
of housing loans in the new con-
sumer price index.

Role of rents in new
consumer price index almost
doubled

The weight of rents in the new in-
dex is 6.4 per cent, while in the pre-
vious one it was 3.7 per cent. The
relative significance of rents inc-
reased as the rent control was lif-
ted. Since 1990, rents have risen sig-
nificantly faster than the inflation.
In 1997 they went up, on average,
by 2.4 per cent, the average inflati-
on being 1.2 per cent.

Development of consumer
prices by main group

The development of consumer pri-
ces has been fairly heterogeneous
throughout the 1990s. The price of
health and medical care has gone
up clearly faster than the general
price development. While consu-
mer prices went up, on average, by
about 14 per cent from 1990 to the
end of 1997, the price of health and
medical care rose by almost 40 per
cent. In contrast, the prices of food
went down all through the 1990s
and were, on average, about 5.8 per
cent lower at the end of 1997 than
in 1990. Housing costs remained
nominally at the 1990 level, but in
real terms, i.e. in proportion to the
inflation, housing costs went down
throughout the 1990s.

CONSUMER PRICE INDEX AND HOUSING PRICES
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Since 1990, the prices of transport,
beverages and tobacco have also ri-
sen more than average. Heavily ta-
xed fuels and tobacco and alcohol,
in particular, contribute to the fas-

For further details, please contact
Arja Kinnunen, tel. +358 9 1734 3479

ter rise in prices in these main
groups than in the others.
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HANDLING QUALITY CHANGES IN
CONSUMER PRICE INDEX

The consumer price index is one
of the most significant indicators
of the national economy. There are,
however, several problems involved
in the calculation of the index, quality
changes in the index commodities be-
ing one of the major ones.

Commodities undergo constant
quality changes. In general, quality
improves, but in services, for exam-
ple, quality appears to deteriorate.
Quality changes are common espe-
cially in fast developing technical
commodities; new features are intro-
duced into the commodities and the
existing ones are improved. The con-
sumer price index aims at monitor-
ing the price changes of the same
product. Because the quality of a
product will change anyway, price
collectors find it harder all the time
to find an exactly similar product as
in the previous period. For this rea-
son, products with features changed
from the previous calculation are
taken into the index every month.
Therefore, it is vital to find out which
part of the price change of a product
is caused by a quality change and
which by a price change. If the whole
price change is interpreted as infla-
tion, although some of it is due to a
quality change, the price index will
overestimate inflation.

Handling quality changes in
practice

Direct comparison is the most
straightforward evaluation method
of quality changes. If the quality
change is evaluated to be small, it
can be ignored and the index can be
calculated as usual. In such cases

quite a large bias may be produced
in the end if a large group of small
quality changes is ignored. The bias
may equally well be either positive
or negative, for which reason it is
also possible that divergent biases
cancel out one another.

If the new and old models of a
product are on the market at the same
time, the prices of the new and old
models can be overlapped (overlap
pricing). Overlap pricing proceeds so
that the index from the period t-1 to
the period t is calculated on the basis
of the price of the old model, but
from the period t to the period t+1,
the index is calculated using the price
of the new model. The price differ-
ence between the old and new mod-
els in the period t is interpreted in the
overlapping method as being caused
entirely by the quality change, in
which case the possible effect of infla-
tion is not taken into consideration.
Overlap pricing is quite rare because
the old and new models are seldom
on the market at the same time.

Automatic linking is a popular
but an uncertain way of handling
quality changes. In the method, the
new and old models are interpreted
as being totally different and the
new model is linked to the index in
such a way that the index in the
month in question will not change.
The Statistical Office of the Euro-
pean Communities, Eurostat, has
advised the Member States to avoid
the use of automatic linking.

In Finland, Statistics Finland
price collectors estimate quality
changes with the help of the sales
staff. The estimates are centrally

FIGURE 1

Quality adjusted hedonic index of
mobile phones and quality unadjusted
index calculated from average prices of
mobile phones. april 1997=100
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checked at Statistics Finland. In
practice, quality changes are ex-
pressed by specific quality change
codes. Quality change codes have
been used long in the Finnish con-
sumer price index. As the method is
completely based on estimates, an
alternative method used for treating
quality changes is the hedonic re-
gression analysis. By means of the
hedonic method, the effects of qual-
ity changes on prices can be re-
moved from the index. The con-
sumer price index 1995=100 in use
now employs the hedonic method
for measuring the price develop-
ment of used cars and dwellings.

Hedonic regression analysis

The hedonic regression analysis is
an econometric method developed
to eliminate the price changes cau-
sed by quality changes from the
price index. The basic idea of the
hedonic method is that a consumer



pays in a commodity specifically
for the features of the commaodity.
The purpose of the hedonic regres-
sion analysis to is to determine the
price of the commodity by means
of the quality components of the
commodity in the following way:

1) p,=a+ ﬁB,X,, +g,i=1,...,n,
=

where the determining variable is
the price p, of the commodity or ser-
vice. x,'s are determining quality
feature variables, o is a constant
and g, is an error term. Logarithmic
models can also be estimated in ad-
dition to this linear model.

The effect of the time of selling
on the price is derived by adding to
the model time indicator variables
indicating the month, in which case
the model is formed as follows:

k
(2) py =0+ Zﬁjxy + t)%Du TE,
j=1 t=2

where D, is the time variable of the
period t and A, its coefficient. The
pure price change, i.e. inflation,
between the periods can be read di-
rectly from the dummy variables
indicating the time of selling. This
is a so-called Griliches’ hedonic
model. The time dummy method
presumes that parameter estimates
remain constant in time. In reality,
it is possible that consumers’ valu-
ations and preferences change with
time. For this reason, the model
should be estimated often enough
to be able to take the changes in va-
luations into account. Griliches' he-
donic model has been criticised for

presuming constancy for coeffi- |
cients. A different hedonic analysis |
method, hedonic interpolation, has [,

been developed in Finland. Its basic
idea is to allow feature variables to

influence prices in different ways, |
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depending on the time period. The
regression model is thus estimated
separately for each month and pa-
rameter estimates are allowed to
vary in time. In this way, new esti-
mates for feature variables are ob-
tained each month.

Hedonic regression model for
mobile phones

Statistics Finland has developed he-
donic models for several consumer
durables. For example, the price deve-
lopment of vacuum cleaners, refrige-
rator freezers and mobile phones has
been examined with the hedonic mo-
del. The models have not, thus far,
been taken into use in practical index
compilation, but they have given use-
ful information for developing quality
change methods. A mobile phone is a
good example of a commodity where
quality changes occur constantly. A
new mobile phone model is almost al-
ways of better quality than the pre-
vious model, and no model stays on
the market longer than a few years.
When making a hedonic model
for mobile phones, we first had to
find out the features that are pre-
sumed to have an impact on the
price of a mobile phone. With the
help of experts, we decided to col-
lect information about as many as
11 features, four of which were in-
cluded in the final model. The
number of price data in the mate-
rial was 752 and price collections
were made between April 1997 and
February 1998. Price collectors had
to change the mobile phone model

they monitored as many as 55 times
during the monitoring period. Such
a great number of quality changes
is characteristic of fast developing
commodities.

Time indicator variables were
added to the model in compliance
with the Griliches model. The rate of
determination for the model was 80
per cent. Table 1 contains the factors
that influence the price of a mobile
phone and their parameter estimates.

Clearly, the best determining vari-
able for the price of a mobile phone is
the size of the phone. When the re-
gression model was run with size the
only determining variable, the rate of
determination was over 40 per cent.
The model can be interpreted so that
a 10 per cent increase in the size of a
mobile phone would lower its price
by about 13 per cent. Similarly, a 10
per cent rise in the number of ringing
tones would raise the price of the mo-
bile phone by 1.5 per cent. According
to the time indicator variables, the
quality adjusted prices of mobile
phones went down by about 50 per
cent in the monitoring period. Figure
1 indicates that obvious quality im-
provement has taken place in the
monitoring period. The quality ad-
justed index of mobile phones in ac-
cordance with the hedonic model fell
more sharply than the index calcu-
lated from the monthly average
prices of mobile phones during the
monitoring period.

For further details, please contact
Mari Suviranta, tel. +358 9 1734 3501

TABLE 1. SIGNIFICANT QUALITY FEATURES OF MOBILE PHONES

Porameter estim PROB
Size ~1.324% 0.0001
: Number of ringing fones 0.1577 0.0001
Memory of missed calls 0.1541 0.0001
:_Tval_k‘_ﬁme 0.1946 0.0001
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FINLAND’S PRICE LEVEL SEVENTH HIGHEST

I i: veryday experiences of how ex-
pensive life is in Finland are

supported by a price level compari-
son study published by the OECD. If
total price levels in private consump-
tion are adjusted by May 1998
changes in rates of exchange and in-
flation, Finland is ranked as the sev-
enth most expensive country in the
OECD. Some changes have taken
place, however, since still at the turn
of the decade, Finland was the most
expensive country in Europe and the
OECD in terms of the overall price
levels of private consumption.

Other Nordic countries, Japan
and Switzerland were more expen-
sive than Finland. Southern Euro-
pean countries (Portugal, Greece)
and Turkey are still the least expen-
sive. With reference to expensive
private consumption, especially al-
coholic beverages, tobacco, vehi-
cles, book and magazines are ex-
pensive in Finland compared to
most other EU countries.

Where do the results come
from?

Comparative price surveys study
the prices of equivalent products in
different countries. For private con-
sumption, the weight structure of
the commodity basket is formed on
the basis of household consumpti-
on. Prices of about 3,500 commodi-
ties and services are surveyed.

The value ratios, i.e. the pur-
chasing power parities between
currencies, are calculated by price
comparisons between the coun-
tries. This so-called PPP rate repre-

IN THE OECD

OVERALL PRICE LEVEL OF PRIVATE CONSUMPTION IN MAY 1998, Finland=100
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Source: OECO: Main Economic indicators 8/1998

The international price level indicesof private consumption were calculated on the basisof the 1995 purchasing power
partities by corredting them by changes in exchange rates and inflation coefficients. For more details about
international price comparison, please contact Harri Kananoja or Arja Seittenranta, tel. +358 9 17341,

sents the real purchasing power of
the currencies.

The price level index is calcu-
lated by dividing the purchasing
power parity by the corresponding
exchange rate. The index gives a
tourist’s point of view: if my pur-
chases in Finland cost FIM 100,
how many markkas do I need to
buy the same commodities in some
other country? In May 1998, that
‘commodity basket’ covering pri-
vate consumption would have cost
FIM 114 in Norway and FIM 63 in
Portugal.

Big Mac index as alternative?

The Economist has calculated a
simplified purchasing power parity
with a so-called Big Mac index. As
the name indijcates, the index is cal-
culated by comparing the price of a
Big Mac hamburger in different
countries. It is easy to compare a

hamburger: its composition is stan-
dardised and it is available in many
countries. A hamburger does not,
however, provide a sufficient basis
for international price comparison.
The price level indices of some
countries as calculated by means of
the Big Mac index and those produ-
ced by the OECD are presented in
the adjacent table. For Japan, for
example, the results given by these
two methods are not very far from
one another.

OECD price

Country Big Mac $ Big Mac

7/98 index fovel index

5/98
(Finlond=100) (Finland=100)

UsA 263 n 82
Finlond 370 100 100
Germony 278 75 9%
irelond 261 n 78
Greece  2.20 59 69
Turkey  2.03 55 45
Japan 199 54 114

Source: OECD: Main Economic Indicators 8/1998,
The Economist {1 August 1998
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PRODUCER PRICE INDICES

Statistics Finland has revised
producer prices. The new base
year for the indices is 1995. The
point figures for January 1998 were
the first to be published from the
new producer price indices. Time
series for the new indices 1995=100
are available starting from the in-
dex data for January 1995.

Most significant changes

The weight structure of the produ-
cer price indices and the commodi-
ty headings to be monitored have
been revised to correspond to the
structure of production, imports
and exports in 1995. The weight
structure of the indices is based on
the data in the industrial statistics
of Statistics Finland and in the fo-
reign trade statistics of the Board of
Customs supplemented by the data
in the national accounts.

The concept of the producer
price index has been changed to
correspond to the common EU
practice. The new producer price
index, home sales 1995=100 in-
cludes only home market goods,
whereas the producer price index
for manufactured products
1990=100 covered the entire indus-
trial production in Finland, both
home market goods and export
goods.

The EU commodity classifica-
tion (the CN classification) was im-
plemented in the classification of
the commodity headings of indices.

The previously published classi-
fication of commodities into three

REVISED

groups according to the intended
use of the commodity has been re-
placed by the EU’s classification
into five groups according to the in-
tended use of the commodity.

Changes in the weight
structure of the indices

Producer price index, home sales
(PPIHS)

YEAR-ON-YEAR CHANGES OF EXPORT PRICE INDEX
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The fact that both home market
goods and export goods were inclu-
ded in the producer price index for
manufactured products 1990=100
makes it difficult to compare the
weight structures of the producer
price index for manufactured pro-
ducts 1990=100 and the producer
price index, home sales 1995=100. In
accordance with the common EU
practice, only home market goods
are included in the new producer
price index, home sales.

The most significant change in
the producer price index, home
sales is the increase in the weight of
electricity and heat from 10 to 20
per cent.

Export price index
(EXPORT)

In the export price index, the pro-
portion of wood-processing pro-
ducts - timber and wood products,
pulp and paper products - of total
exports has gone down from 42 to
34 per cent.

The proportion of metal indus-
try products - base metals and
machinery and
electrical equipment

metal products,
equipment,
and vehicles - in exports rose from
41 to 49 per cent between 1990 and
1995.

The highest rise occurred in the
electrical industry
whose proportion of exports rose
from 12 to 21 per cent. The sharp
rise in the exports of mobile phones
and telecommunication systems ac-
counts for the growing significance
of this group.

equipment

Import price index
(IMPORT)

In the import price index, the most
significant change is the increase in

YEAR-ON-YEAR CHANGES OF WHOLESALE PRICE INDEX
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the proportion of electrical equip-
ment, from 16 to 22 per cent. Within
this group, the highest rise occur-
red in the sub-group electronic cir-
cuits and parts whose proportion of
total imports has risen from less
than 2 to well over 5 per cent.

The proportion of mineral coal,
gas and crude oil in the import
price index has gone down from 8.8
to 6.2 per cent. The weight of coke,
oil products and nuclear fuel has
dropped from 3.6 to 2.2 per cent.

Basic price index for
domestic supply
(BPIFDS)

The greatest change in the basic pri-
ce index for domestic supply hap-
pened construction whose
weight of the total index dropped
from 21 to 14 per cent.

In the new index, most weight is
clearly given to pulp and paper, base
metals and metal products, machin-
ery and equipment, and particularly
to electrical equipment. The weights
of food products, oil products and
vehicles have gone down.

in

Wholesale price index
(WHOLESALE)

The changes in the weight structure
of the wholesale price index are si-
milar to the changes in the weight
structure of the basic price index
for domestic supply.

Development of the new and
old index

The producer price indices
1995=100 have developed slower
than the old producer price indices
1990=100 between 1995 and 1997.
The greatest change took place in
the import price index. The new
wholesale price index 1995=100 has
also developed slower than the old
wholesale price index. The diffe-
rence in the annual changes of the
new and old index is thus attributa-
ble to the changes in the weight
structure.

Appendix 1 present a compari-
son of the weight structures be-
tween the producer price indices
1990=100 and 1995=100.

For further details, please contact
Jarmo Ranki, tel. +358 9 1734 3472
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APPENDIX 1
WEIGHT STRUCTURE COMPARISON OF PRODUCER PRICE INDICES 1990/1995=100, PER MIL

NACE INDUSTRY

DA
D8
DC

0D
DE
DE
DE

F
D6
DH
bl
)]
DK

DL

DL30
DL3
DL32

DM
DN

Agricuttural and forestry produds
Fishing products

Mining and quarrying
Manufactured products

Food. beverages and tobacco
Textiles and clathing

Leather and leather produdts

Timber and wood products

Pulp. paper and paper producs; publishing and printing
211 Pulp

2112 Paper and paperboard

Coke and refined petroleum products
Chemicals and chemical products
Rubber and plustic products
Non—metallic mineral products

Base metals and metal products
Machinery and equipment

Eledrical and optical equipment
Office machinery and computers
Electrical machinery and apparatus
Telecommunications equipment

Transport equipment
Maonufacturing, n.e.c.

E Electricity, gas, heat and water

F  Construction

Total

and

PPIHS
1990

14
883.9
1714

41

49

56.5
195.1
329
98.8

36.8
56.0
18.8
33
827
783

64.7

54
49
256

39.8

210
108.6

W ages

1995

347
146.7
4738
417

s
518
222
23
161
68.7

619

26
18.0
357

.8

16.8
2080

Export
1990

5.0

17
9933
16.2
230
44

155
3489
409
280.1

15.4
523
23
i
96.2
1297

119.
137
38.6
187

68.3
120

Review

1995

1.6

KR
985.1
il
159
312

69.0
ms
25.1
2132

18.2
53.6
16.8
1.8
102.4
H21

205.3
26.5
519

106.6

7.1

123
0.2

Import
1990

348

1135
839.6
342
60.9
139

41
i)
23
41

36.4
109.3
348
1ns
139
1207

163.6
514
385
40

129.2

254
9.1

1995

441

88.7
860.6
4.2
445
8.2

6.5
324
49
100

217
197
2.1
129
1021
109.9

2223
548
537
86.8

932

159
6.3

BPIFDS
1990

96.5

1.8
85
586.9
1229
258
55

244
61.3
148
1.0

300
510
16.1
235
530
531

55.2
19
174
178

412

17.6
776

208.7

1995

748

1.0
322
645.2
1024
212
36

19.2
825
252
153

223
61.3
19.1
149
879
66.6

973
17.6
249
439

33.6

131
1054

1414

11

Wholesale
1990 1995
108.3 80.1
22 10
290 349
7771 7690
170.8 1368
323 230
1.2 40
28.4 208
72.5 85.9
154 274
127 16.5
4.2 584
61.7 65.7
215 20.8
28.7 16.2
64.0 954
735 723
774 1055
19.1 191
23.8 210
230 477
$9.4 50.1
225 14.2
835 1150

1000.0 1000.0 1000.0 1000.0 1000.0 1000.0 1000.0 1000.0 1000.0 1000.0
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CosSTS OF TRUCK TRANSPORT UP BY
1.8 PER CENT IN 1998

The costs of professional truck
transport rose, on average, by
1.8 per cent in 1998. The increase in
the costs of bus and motor-coach
transport, and taxi, ambulance and
invalid taxi transport was between
1.7 and 2.1 per cent.

Of truck transport costs, indirect
wages and insurance premiums
rose in particular, by 5.5 per cent
and by nearly 5 per cent, respec-
tively (Figure 1). The costs of driv-
ers’ wages and daily compensa-
tions and accommodation went up
by about 4 per cent. In contrast,
truck transport costs were relieved
by interest expenditure, which
went down by 6 per cent. Fuel and
capital expenditure also fell in 1998.

Cost development was clearly
different from one vehicle type to
another, since the costs of trailer
combinations rose by 1.6 per cent
and those of heavy trucks by 1.8
per cent, while the costs of vans
and light trucks were up by 3 per
cent. In comparison to trailer com-
binations, the costs of vans and
light trucks were inflated by price
rises of tyres and capital, for exam-
ple. These made hardly any in-
creases in the costs of trailer combi-
nations in 1998.

Source: Cost index for truck transport,
December 1998.

For further details, please contact
Pirkko Hemmila, tel. +358 9 1734 3470

FIGURE 1. TRUCK TRANSPORT COSTS IN 1998, YEAR-ON-YEAR

CHANGE, %

Indirect wages
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accommodation
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Service and repair
Traffic operating costs EEEE 2.0
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Tyres @04
Depreciation of capital -0,3
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FIGURE 2. COST INDICES FOR TRUCK AND BUS AND MOTOR-COACH
TRANSPORT (1990=100) IN 1990-1998
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STATISTICS FINLAND’S INDEX OF WAGE AND
SALARY EARNINGS REVISED

Index of wage and salary
earnings 1995=100

he base period for the revised

index of wage and salary earn-
ings is, as for the other Statistics Fin-
land indices, the year 1995. Similarly
as its predecessor, the index of wage
and salary earnings 1990=100, the re-
vised index describes the average
changes taking place in gross earn-
ings for regular working hours by
sector, industry and wage eamner
group. Apart from basic wages,
earnings for regular working hours
include only bonuses paid for regu-
lar working hours on the basis of
age, experience, number of years of
employment, competence, duties
and location of workplace. Overtime
pay or indirect wages or remunera-
tion for hours not worked, such as
holiday pay and bonuses are not in-
cluded in earnings for regular work-
ing hours. Taxes or any comparable
payments have not been deducted
from the wages.

The index of wage and salary
earnings 1995=100 is calculated
quarterly on the basis of wage and
salary statistics of different sectors.
They represent the earnings data of
about 1.5 million wage and salary

TABLE 1. WEIGHT STRUCTURE OF
INDICES OF WAGE AND SALARY
EARNINGS 1990=100 AND
1995=100 BY SECTOR, %

Sector 1990 1995
Private sector 64.5 68.9
Local government 209 207
{entral qovernment i 8.1
Other 35 23

earners. The most recently published
indices are preliminary data which
will be specified once the wage and
salary statistics are completed.
Agreement-based increments by sec-
tor and wage drift estimates help to
calculate preliminary point figures
for the index and indices for those
quarters on which statistical data are
not available and for those wage
earner groups for which the statisti-
cal period of wage and salary statis-
tics is shorter than a quarter.

The data on earnings of wage and
salary earners are weighted together
into industry indices and further, by
fixed, 1995 wage bill weights into
sector indices and the index of wage
and salary earnings. The weight
structure, based on the wage bill as
specified in the national accounts,

describes the significance of various
employee groups in the calculation
of the index.

Changes in comparison to
the previous index

The changes and additions made in
connection with index revisions al-
ways alter somewhat the view the
new index gives of the trends in
earnings compared to the old in-
dex. The differences in index point
figures between the index of wage
and salary earnings 1990=100 and
1995=100 in 1995-1998 are a result
of the following changes:
¢ the weight structure by industry
and sector was revised to corre-
spond to the wage bill differences
between 1990 and 1998 as speci-
fied in the national accounts;

TABLE 2. WEIGHT STRUCTURE OF INDICES OF WAGE AND SALARY
EARNINGS 1990=100 AND 1995=100 BY INDUSTRY, %

Industry {S1C95)

Agricubture (ind. hunting)

Forestry

Mining and quarrying

Manufacturing

Eledricity, gos and water supply

{onstruction

Sale, maintenance and repair of motor vehicles
Wholssale trade, commission trade and retail trade
Hotels and restaurants

Transport (incl. supperting and auxiliary transport activities)

Telecommunications

financial intermediation

Insurance

Real estate, renting and other such adtivities

Architectural and engineering adtivities and rel. technical consultancy

Public administration and defence
Education and research

Health care and medical work
Social work

Other community activities

1990 1995
A 08
11 09
02 02

nz7 244
1.5 17
104 15
25 14
10.3 9.7
26 24
51 58
23 23
312 27
09 08
L5 17
53 13
12 13
8.0 17
10 15
4.0 44
35 35
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¢ industrial classification and its
definition criteria were revised
and specified;

¢ the comprehensiveness of the

Pric

material was enlarged by includ-
ing earnings data of new wage
and salary earners in the index

calculation;

e the calculation formula for the
intermediate = quarters  was
changed.

As of the fourth quarter of 1998, i.e.
the chaining time period of the old
indices, such as 1975=100, 1980=100,
1985=100 and 1990=100, the new and
old indices develop in the same way.
Weight structure of the indices
of wage and salary
1990=100 and 1995=100
The sector classification of the
index of wage and salary earnings
is based on the functional sector
classification of the national ac-
counts. The public sector divides
into central and local government.
The private sector includes, in ad-
dition to wage and salary earners
employed by its organised employ-
ers, employees in the enterprises
having responded to Statistics Fin-

earnings

land’s sample survey and the ma-
jority of entrepreneurs in the public
sector. Other employees, including
non-profit institutions, are treated
as a specific sector in the index.
The wage bill proportions by
sector and industry in the indices of
wage and salary earnings 1990=100
and 1995=100 (% of the total wage
bill of the national accounts) are
presented in Tables 1 and 2.

Wage earner groups

Wage and salary earners are furt-
her divided by industry into hourly
paid and monthly paid employees

in accordance with the labour input ||

unit on which the payment of wa-

es and Wages Review

ges is based. The index of wage and
salary earnings of men and women
are calculated with the same grou-
pings as the index of wage and sa-
lary earnings.

The proportion of women'’s
wage bill in the total wage bill in-
creased slightly, being 42 per cent
in the old and 43 per cent in the
new index. In 1995, women's wage
bill was about 34 per cent of the to-
tal wage bill in the private sector,
about 38 per cent in central govern-
ment and about 71 per cent in local
government.

Average rise in the wage
level of wage and salary
earners 3.5 per cent in the
third quarter of 1998

According to the preliminary data
on the index of wage and salary
earnings 1995=100, the nominal
earnings of wage earners for regu-
lar working hours were, on avera-

ge, 3.5 per cent higher in the third
quarter of 1998 than the year befo-
re. The wages were pushed up by
the 2.7 per cent agreement-based
increments and the 0.8 per cent wa-
ge drifts. Earnings increased by 3.6
per cent in the private sector, by 3.5
per cent in central government and
by 3.4 per cent in local government.

Of industries, nominal wages
rose in manufacturing and trade by
3.4 per cent, in construction by 3.6
per cent, in hotels and restaurants
by 3.9 per cent and in financing by
4.5 per cent.

Of wage earner groups, rise in
wages in the corresponding period
was 3.6 per cent for hourly paid
employees, 3.5 per cent for monthly
paid employees, 3.6 per cent for
women and 3.4 per cent for men.

For further details, please contact
Harri Nummila, tel. +358 9 1734 3235

TABLE 3. WAGE BILL WEIGHTS OF INDICES OF WAGE AND SALARY
EARNINGS 1990=100 AND 1995=100 BY LABOUR INPUTUNIT, %

Base year Private sector - Public sector

~‘Hourlypaid ~  Monthly paid Hourly paid Monthly poid
1990 254 426 21 299
1995 26.1 45.1 69 79

YEAR-ON-YEAR CHANGE OF NOMINAL AND REAL EARNINGS

6 year-on-year change %

Nominal earnings

el

. .
/ Real earnings
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HiGHEST LABOUR COSTS IN THE PAPER

A survey of the 1996 labour
costs in the private sector was
brought to a conclusion at Statistics
Finland. At the same time, Statistics
Finland also completed a parallel
survey concerning the local govern-
ment sector. A survey completed
by the central government on its
own sector had already been pub-
lished earlier. The 1996 survey of
private sector labour costs is con-
nected with a project obliging all
the Member States of the European
Union to undertake such a survey.
The objective of the survey is to es-
tablish the level and structure of
the cost of labour and compare the
1996 findings with those of earlier
corresponding surveys. The survey
covers all industries except primary
production and, from the services
sector, transport, personal services
and public administration.

Table 1 presents total labour
costs per hour worked (=hourly la-
bour costs) and total annual labour
costs per person (=annual labour
costs), plus the proportion of indi-
rect costs of the total labour costs.
Total labour costs have been calcu-
lated by deducting from the em-
ployer’s wage and salary costs, so-
cial security contributions and
other labour costs any cost compen-
sations paid to the enterprises, such
as occupational health care com-
pensations, employment subsidies
and training compensation. Total
compensation paid amounted to 0.5
per cent of the total labour costs in
the manufacturing industries and

INDUSTRY

to 0.4 per cent of those in the ser-
vice industries. Employment subsi-
dies alone amounted to 0.1 per cent
of all labour costs.

Indirect labour costs include em-
ployees’ indirect remuneration (=part
of total remuneration), social security
contributions and other labour costs,
such as occupational health care, car
benefits, subsidised meals, etc.

Labour costs by industry in
1996

Table 1 and the graph show that, in
1996, hourly labour costs were the
highest in the paper industry and
in energy supply and monetary in-
termediation. Hourly labour costs
were the lowest in the textile, clot-
hing and footwear industry and in
other manufacturing, retail trade,
and hotel and restaurant activities.
Annual labour costs were higher
than elsewhere in the paper indust-
ry and in wholesale trade, while
those in electricity, gas and water

supply and insurance and pension
funding were roughly the same.

Table 1 also shows that there
were considerable differences in the
hourly and annual labour costs be-
tween different industries. In mone-
tary intermediation, for example,
hourly labour costs were higher, but
annual labour costs lower, than in
wholesale trade and insurance and
pension funding. This is because the
number of hours worked in the year
per employee were higher in whole-
sale trade (1,735 hours) and insur-
ance and pension funding (1,701
hours) than in monetary intermedi-
ation (1,564 hours). In the material
of this survey, the numbers of hours
worked in the service branches of
research activities (1,564 hours),
business activities, (1,592 hours) and
hotel and restaurant activities
(1,616) fell below those worked in
the rest of the branches.

Between certain  industries,
there are considerable differences in
the proportions of indirect labour

TOTAL LABOUR COSTS PER HOUR WORKED IN MAIN INDUSTRIES, 1996

Manufacturing
Text., clothing, leath F%od Bt
ext., clothing, leath. earind,
o lexth. S0ad

Paper in

Graphic industry

. Chemical industry
Construction materglsl ndustry
Other maanu*'a‘cutﬁlr'g

Electricity, gas and water supply
Construction

Wholesale and retail trade
Sale (vvmotor vehiclgs
holesale trade

Retail trade

Hotels and restaurants
Financial intermediation
Insurance and pension funding

| , renti
Roal g, PTSgAR)

40 60 80

100 120 140 160

FIM per hour
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TABLE 1
HOURLY LABOUR COSTS PER HOUR WORKED AND ANNUAL LABOUR COSTS (FIM 1,000 PER EMPLOYEE],
AND PROPORTION OF INDIRECT LABOUR COSTS OF TOTAL LABOUR COSTS BY MAIN INDUSTRY, 1996

S1C95 Industry Hourly lahour costs Annual labour costs Proportion of
indirect labour costs of total
FIM per hour FIM 1,000 per employee Labour costs , %

10-14  Mining and quarrying 13 187 404
15,16 Food industry 104 174 40.6
17-19  Textile, clothing, leather and footwear industry 81 130 400
20 Manufaciure of wood and wood products 9% 159 385
2N Manufacture of pulp, paper and paper products 145 233 4546
22 Publishing, printing, efc. 128 199 401
23-25  Chemical industry 125 205 407
26 Construction materiaks industry 108 178 40.3
27-35  Metal industry 115 192 38
36-37  Manufaduring n.e.c. 90 142 398

Total manufacturing industry 115 188 39.8
40-41  Hedricity, gus and water supply 138 21 433
45 Construction 105 174 3.8
50 Sale, maintenance and repair of motor vehides 105 177 38.2
51 Wholesale trade 130 227 38.2
52 Retail trade 83 141 36}
55 Hotels and restaurants 83 135 348
65 Financial intermediation 138 27 423
66 Insurance and pension funding 131 223 433
70-74  Real estate, renting and other business activities n7 N 381

Total 111 184 384
e Ot et e | A0 IUNMION SO 00T octm coms s
tries, the proportion is clearly the | (b U™y 604 pER EMPLOYEE) IN THE MANUFACTURING INDUSTRY,
largest in the paper industry. This | OTHER PROCESSING INDUSTRY AND SERVICES INDUSTRY BY ENTERPRISE
was due, among other things, to| SIZE CATEGORY (NUMBER OF PERSONNEL), 1996
compensations paid for the leave al- | gcg5 Industry Remuneration costs  Hourly labour costs  Annual labour costs
lowed for shifts worked, the trade FIM per hour FIM per hour FIM 1,000 per employee
cycle allowance paid in 1996, as well .

) ) D Monufacturina
as the end-of-holiday pay and high 49 73 95 156
seniority compensations, all typical 50-249 8! 106 176
. . 250 - 499 87 15 187
in a process industry. The lower than 500 — o7 e 209
average proportion of indirect labour Total 87 115 188
costs in the metal industry is ex-| CEF  Other processing
plained by the inclusion in the pay 50 E:z ;g :g; ]g:
for hours worked the compensation 250 — 499 9% 129 ;09
paid for loss of earnings due to 500 - 95 126 206
. . . Yotdl 85 112 184

shortened working time, whereby it )
is not included in indirect labour GHLK  Services 49 8 1o 182
costs. In the metal industry, contri- 50— 249 84 12 188
butions under the statutory pen- gg“m 8 m 179
sion scheme were slightly lower Total B :46 m l]::
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than in other industries, due to the
good profits made by the pension
funds of large enterprises at the
outset of the economic upswing.
The indirect labour costs of the
services sector were lower than
those of the manufacturing indus-
tries. An exception to this were
monetary intermediation and insur-
ance and pension funding, in both
of which holiday pay and compen-
sations accounted for a higher pro-
portion of indirect labour costs than
they did in other economic activi-
ties, probably because of the growth
in the amount of holiday compensa-
tions paid due to personnel cuts. In
monetary intermediation, compen-
sations paid for the termination of
employment relationships also rep-
resented a larger proportion of indi-
rect labour costs than in other in-
dustries. In these female-dominated
sectors, the proportions of sick and
maternity pay were slightly larger
than in other industries. The pro-
portions of subsidised canteens and
vocational training costs were also
distinctly higher in insurance and
pension funding than in other in-
dustries. In retail trade and hotel
and restaurant activities, the pro-
portions of other indirect labour
costs of voluntary nature were
smaller than in other industries.
Indirect labour costs can be de-
scribed as those costs incurred by an
employer in addition to an em-
ployee’s actual pay. In 1996, these ac-
counted for approximately 31.2 per
cent in the manufacturing industries
and 31.7 per cent in the service in-
dustries (ratio of social security con-
tributions and other labour costs to
total pay). These percentages mean
that an employer who pays an em-
ployee FIM 1,000 in actual pay also

has to pay FIM 312 (manufacturing
industries) or FIM 317 (service in-
dustries) other costs. The difference
between the industries is explained
by the larger relative costs for subsi-
dised canteens and car benefits in the
services sector than in the manufac-
turing industries.

Remuneration and labour
costs by enterprise size
category

Table 2 presents remuneration and
labour costs in 1996 by enterprise
size category in the manufacturing
industry, other processing industry
and services industry.

The table shows that in the man-
ufacturing industry, remuneration
costs increase in direct ratio to the
size of the enterprise. This applies
to hourly and annual labour costs
alike. In other processing industry,
the distribution is similar except for
the largest size category, where the
costs are the highest. By way of
contrast, there is no clear connec-
tion between the enterprise size
and the remuneration or labour
costs in the services sector. The re-
muneration and labour costs are
the lowest in the second largest en-
terprise size category of between
250 and 499 employees, but the
variations between the different
size categories are minor.

Large enterprises have low
social security costs
With the exception of the largest
company size category, the ratio of
indirect labour costs to total re-
muneration costs generally went
up as the size of the enterprise inc-
reased. There were minor de-
viations from this by industry and
cost item.

In the indirect remuneration
group and, especially in respect of

the sick pay within it, the ratio to
the total remuneration paid in-
creased in direct proportion to en-
terprise size. In contrast, the ratio of
the largest enterprises’ holiday and
end-of-holiday pay, which also be-
long to this remuneration group, to
the total remuneration paid was
lower than that of the rest of the en-
terprises. Deviating from the other
industries, the proportion of indi-
rect remuneration of all labour
costs was the highest in construc-
tion, and in real estate, renting and
business activities.

In the social security costs
group, the ratios of the costs to the
total remuneration paid were about
equal in respect of the smallest and
the largest enterprises. In the other
labour costs group, the ratio of the
costs to the total remuneration paid
went up in the process industries as
the size of the enterprises
creased, but this kind of clear con-

in-

nection between the size of the en-
terprise and the ratio between the
two costs was not evident in the
services sector.

The lower than average ratio of
the largest enterprises of social secu-
rity costs to the total remuneration
paid is at least partly explained by
the fact that, by virtue of their foun-
dations, or otherwise, many large
companies have, for example, been
able to reduce the relative proportion
of their pension contributions. How-
ever, large enterprises, in particular,
have also had to pay contributions
for the previous year as unemploy-
ment insurance adjustments.

Source: Private sector labour costs
1996 (Wages 1998:15)

For further information, please contact
Pentti Jonninen, tel. +358 9 1734 3581
or Mikko Mankki, tel. +358 9 1734 3460
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R APID INCREASE IN THE LOCAL
GOVERNMENT SECTOR’S INDIRECT LABOUR

The labour costs of the local gov- Structure of lobour costs
ernment sector were FIM 67.5 l.ﬂbOUf costs
billion in 1996. Divided by the popu-
lation of Finland, this amounted to y —_— v
. Total Social security Other
an average of FIM 1,100 per capita remuneration casts [abour costs
per month. Remuneration for hours v N
worked accounted for 60 per cent emunercion || Indired
r hours worked] | remunerafion
and indirect labour costs for 40 per
cent of all labour costs. TABLE 1. LABOUR COSTS IN THE LOCAL GOVERNMENT SECTOR 1996
Although this was only the sec- FIM % of all
ond study about labour costs in the million labour costs
local government sector - the first | 1 Totel remuneration 51410 76.1
one, concerning the year 1990, was | 1.1 Remuneration for hours worked 40327 597
. : R . Remuneration during training periods 210 03
carried out 51.x years a_go studies of Remuneration during interruptions in schoolwork 1358 20
labour costs in the private and cen- | 1,2 |ndirect remuneration 11083 164
tral government sectors have long | Remuneration during annual holiday 5059 15
traditions. In these studies, labour | Holidoy remuneration 352 05
divided i End—of-holiday pav 2159 32
costs have usually been divided into | porunergtion for saved or exchanged holidays 43 0l
the four categories of direct remu- ; Remuneration during weekday holidays 1701 25
neration for hours worked, indirect | Remuneration during radiation recovery holidays 10 00
. ial M ts Remuneration during sickness and recovery from accident 1389 21
remunera 'Onj social security COSLS | gor neraiion during absences connected with children ik 04
and other indirect labour costs. Remuneration during time used on trade union activities 43 0.1
The total remuneration paid to Remuneration durina other absences 3 0.1
. . _ | Compensation at the termination of employment 13 00
an employee consists of direct re- | y'coif corurity costs 15 559 23.0
muneration, or remuneration for | gmployer's social security contribution 3552 53
hours worked, and indirect remu- | Statutory municipal pension system contribution 9 366 139
neration, or remuneration paid for Statutory employment pension contribution 107 0.2
' ) Unemployment insurance, severance pay 2193 32
hours not worked. Remuneration Accdent insurance 307 05
for hours worked comprises the re- | Group life insurance, financial support 5 01
muneration paid to an employee on | Voluntary insurance 15 0.0
he basis of the ti th 1 Temporary dismissal penalty 2 0.0
the basis ol the time the employee | y inalifies’ own pensions 555 038
has actually been at work perform- | Returns from the sickness insurance 588 09
ing the duties assigned to him or gmhﬂ inﬁ‘rec;':ubour “S'de 574 0.8
. . ccupational heakth care costs excluding remoneration 154 02
her. Indirect remur.leratfon ACCUIMU- | porurns from the Social Insurance Institution =17 -02
lates for the working time the em- | gqrly rehabilitation and work capacity maintenance activities 99 0.0
ployee is on annual leave, sick | Subsidised canteens and meals 53 0.1
leave, leave due to confinement or | raninddlocation n 04
) Recreational and social activities 27 9.0
care of a child, or on some other | pedive and other workwear n 0.
paid leave, leave of absence or | Other labour costs 6 0.0
other statutory leave. Lohour costs total 67 543 100.0
Subsidies received for remuneration costs ~1749 -24

COSTS
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Most of the local government sec-
tor’s social security costs are ear-
nings-based compulsory insurance
contributions, but pensions paid by
the municipalities themselves, for
example, are also included in social
security costs. Other indirect labour
costs include, among others, health
care costs, training allowances, pro-
tective and other workwear expen-
diture and costs related to subsi-
dised canteens and meals, as well
as recreational and social activities.

Few staff benefits

Municipalities and joint municipal
authorities were questioned about
approximately 40 labour cost items.
Some items, such as teachers’ re-
muneration during interruptions in
school work and the remuneration
of monthly paid employees for
weekday holidays, were produced
by computational methods. These
were estimated for the first time in
the 1996 study. The reasons for di-
viding labour cost factors into the
four groups mentioned above are
the statistical classification rules, on
the one hand, and the stipulations
of collective bargaining agree-
ments, on the other, as well as ge-
neral research practice.

The groupings differ in the two
studies in respect of certain indi-
vidual labour cost items. For exam-
ple, the costs of remuneration for
training or studying periods were
included in the local government
sector’s indirect labour costs in the
1990 study but, in accordance with
the definition of the EU, in the 1996
study they were included in remu-
neration for hours worked.

From the employer's point,
personnel remuneration costs other
than those directly connected with

hours worked constitute indirect re-
muneration costs. Thus, indirect la-
bour costs are made up of the afore-
mentioned indirect remuneration,
social security costs and other indi-
rect labour costs. In different con-
texts, indirect labour costs have
been described by comparing them
either to all labour costs, remunera-
tion for hours worked, or total re-
muneration paid. In the local gov-
ernment sector, indirect remunera-
tion made up 16 per cent of all la-
bour costs and 23 per cent of social
security costs. There are few staff
benefits in the local government sec-
tor, for the proportion of other indi-
rect costs of all labour costs was un-
der one per cent in 1996 (Table 1).

Price of one person-year
FIM 176,200

The price of one person-year per a
full-time salaried worker or emplo-
yee in the local government sector
was FIM 176,200 in 1996. The price
went up by 29 per cent in the pe-
riod between 1990 and 1996, the
real annual growth rate being 2.4

per cent. In the reviewed six years,
indirect labour costs increased by
42 per cent and remuneration for
hours worked by 22 per cent.
Growth was especially strong in so-
cial security costs, although indi-
rect remuneration and other indi-
rect labour costs also increased at a
slightly faster pace than remunera-
tion for hours worked.
Remuneration paid during an-
nual holiday entitlements and
end-of-holiday pay contributed to
the increase in indirect remunera-
tion costs between 1930 and 1996.
Costs related to annual holiday
entitlements went up more than av-
erage in public enterprise activities,
in particular, but also in social and
health care work, because the em-
ployees’ average age and number
of years in service went up.
End-of-holiday pay costs did not
increase by as much as the costs of
remuneration during annual holi-
day, mainly because of days taken
off in lieu of end-of-holiday pay. In
1990, it was not yet possible to ex-
change end-of-holiday pay for ad-

FIGURE 1 INDIRECT REMUNERATION 1990 AND 1996 AS % OF TOTAL

REMUNERATION

Total indirect remuneration incl.
remuneration during training periods §
Remuneration during annual holiday |
incl. radiation recovery leave
End-of-holiday pay

Remuneration during sickness
and recovery from accident
Remuneration during confinement
or care of a child

Remuneration during

training periods

Other indirect remuneration

199
199
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ditional days off. In this examina-
tion, the cost of saved and ex-
changed holidays are included in
the cost of remuneration paid dur-
ing annual holiday entitlements
(Figure 1).

The costs of other indirect remu-
neration went down from 1990 to
1996. Costs connected with absences
due to confinement and care of a
child decreased, in particular. Ab-
sences and remuneration costs con-
nected with confinement and care of
a child went down especially in the
social and health care sector, where
the average age of a female em-
ployee went up by nearly three
years. An increase in the proportion
of staff hired with employment sub-
sidies contributed partly to the de-
crease in the remuneration costs for
periods of absence due to an illness
or accident, participation in trade un-
ion activities or other, mainly family,
reasons. Employees hired through
employment policy measures had
distinctly fewer absences than other
personnel.

One third more social security
costs were paid in the local govern-
ment sector in 1996 than in 1990. By
far the biggest increase occurred in
unemployment costs
which amounted to only 0.6 per
cent of all remuneration costs in
1990. There was also a clear in-
crease in the municipalities’ pen-
sion insurance contribution, which
went up by over three percentage
points of the total remuneration
sum in the six years under review.
In contrast, employers’ social secu-
rity contributions and the costs of
municipalities’ own
schemes were among those social

insurance

pension

security costs which went down
(Figure 2).

Prices and Wages Review

FIGURE 2 SOCIAL SECURITY COSTS 1990 AND 1996 AS % OF TOTAL

REMUNERATION

Total social security excl.
sickness insurance returns

Total social security

Pension insurance contributions
Empioyer's social security contributions
Unemployment insurance contributions
Municipalities' own pensions

Other insurance

Sickness insurance returns

FIGURE 3 OTHER INDIRECT LABOUR COSTS 1990 AND 1996 AS % OF

TOTAL REMUNERATION

Total other indirect labour costs

Training allocation

Occupational health care, net

Protective and other workwear

Other labour costs inci.
subsidised canteens and meals

Recreational and social activitie

The increase in the other indirect la-
bour costs was almost entirely due
to higher occupational health care
costs, because refunds for them
from the Social Insurance Instituti-
on went down. In 1990, these re-
funds covered 55 per cent, but in
1996 only 42 per cent of health care
costs. Training allowances, expen-
diture on recreational and social ac-
tivities, and protective and other

workwear costs all went down in
the period between 1990 and 1996
(Figure 3).

Source: Kuntasektorin tyévoimakus-
tannukset 1996 /Labour Costs in the
Local government Sector 1996, in Fin-
nish only, Statistics Finland, Wages
and Salaries 1998:16.

For further information,
please contact Pirkko Hemmild, tel.
+358 91734 3470
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HoURLY WAGES IN INDUSTRY UP BY 1.5 PER

' I ‘he average hourly earnings of
an industrial worker for regu-

lar working hours were FIM 59.74
in the fourth quarter of 1997. The
average earnings rose by 1.5 per
cent from the corresponding quar-
ter in the previous year. The aver-

CENT

age hourly earnings for men were
FIM 62.38 and for women FIM
51.60, while the increase for both
was 1.5 per cent.

Including overtime and Sunday
rates, the average hourly wage was
FIM 64.47. The total hourly earn-

ings were up by 2.2 per cent from
the corresponding quarter in the
previous year.

From 1991 onwards, data have
not been collected from the food,
beverage and tobacco industries for
all the recorded quarters. If the

NUMBERS OF WORKERS EMPLOYED IN INDUSTRY AND CONSTRUCTION AND THEIR HOURLY EARNINGS FOR
REGULAR WORKING HOURS IN THE 4TH QUARTER OF 1997

Branch No.

industry, total 150 761
Mining and quarrying 407
Peat produdtion 249
Textiles 4516
Food industry* 14 300
Clothing, weather and footwear 3566
Timber 11 663
Paper 25155
Graphics 8283
Furniture 4983
Chemicaks 13 285
Gloss, pottery and stone 7786
Basic metals 81259
Metal produds ond vehicles 55964
Other manufacturing 2245
Power generation 4400
Construction, total 21586
House building 11545
Electrical installafions 2054
Plumbing 1701
Painfing and decorating 1655
Metalwork 358
Industrial insulation 482
Road surfacing 813
Waterproofing 553
Givil and hydraulic engineering 2291
Glazing and polishing 134

% women Hourly ear-
nings, FIM
Men Women

24.9 62.38 51.60
6.6 7027 40.19
12 494 39.78
615 52.96 4N
43 58.81 51.44
841 45.46 40.89
232 58.16 54.42
16.0 67.70 60.28
3.8 60.97 5241
2.1 51.42 @0
286 59.86 47.94
175 58.15 51.46
10.2 69.90 63.91
235 62.95 53.84
405 59.17 50.95
11 62.14 51.03
24 60.05 47.50
KA | 58.78 46.90
05 70.17 51.03
03 66.19 .
45 60.18 50.93

20 5893
17 55.13 .
17 59.01 44.01
04 66.06 .
1l 5271 a4
15 49.20 4742

*Number of workers and earnings in the food industry are not induded in totals for industry.

Change, % Change,%
Total IV/96-IV/97 11/97-V/97
59.74 1.5 1.0
69.00 07 11
46.94 19 -25
4.0 12 0.5
55.63 07 -
41.62 08 0.1
51.33 21 18
66.55 3 20
58.02 02 1.2
50.54 04 1.0
56.33 0.5 0.5
56.60 1.3 Ll
57.03 22 17
60.88 14 17
56.28 36 39
61.48 046 22
59.81 0.4 13
58.48 07 1.5
70.09 55 48
66.15 1.2 25
59.78 14 25
58.77 58 3
62.29 -11.5 -29
58.84 04 42
66.05 17 -39
5262 0.4 05
49.06 03 01



food, beverage and tobacco indus-
tries, with about 14,000 employees
in the fourth quarter of 1997, had
been included in the statistics, the
hourly wages for regular working
hours for men and women would
have been FIM 59.39 and the total
hourly wages FIM 63.93.

Hourly wages in
construction up by 0.4
percent

The average hourly earnings for re-
gular working hours of a construc-
tion worker were FIM 59.81 in the
fourth quarter of 1997, those for
men being FIM 60.05, and for wo-
men FIM 47.50. The earnings were
up by a total of 0.4 per cent on the
corresponding quarter in the pre-
vious year. For men, the increase
on last year’s corresponding quar-
ter was 0.4 per cent, and for wo-
men, 0.7 per cent. Including overti-
me and Sunday rates, the average
hourly earnings in the quarter un-
der review were FIM 61.10. The to-
tal hourly earnings rose by 0.2 per
cent from the corresponding quar-
ter in the previous year.

Concepts of wages and
earnings

Statistics on hourly wages in in-
dustry and construction refer to
earnings for hours worked. Hourly
earnings for regular working hours
include wages paid for work per-
formed on time, contract and com-
mission basis, and other payments
based on working hours or special
bonuses.

In addition to the above, over-
time and Sunday rates are also in-
cluded in the earnings for hours
worked, i.e. total earnings.

Prices and Wages Review

HOURLY WAGES BY AGE GROUP FOR REGULAR WORKING HOURS IN
INDUSTRY AND CONSTRUCTION 4TH QUARTER OF 1997

FIM/hour

-19 20-24 25-29 30-34 35-39 40-44 45-49 50-54 55-59 60 -

age group

fZi Construction
waorker

IR Industrial
worker

CHANGES FROM THE PREVIOUS YEAR'S CORRESPONDING QUARTER IN
HOURLY WAGES FOR REGULAR WORKING HOURS OF WORKERS IN
INDUSTRY AND CONSTRUCTION 1985 — 1997, 4TH QUARTER.

Change, %

85 8 & 8 8 9 91 9 9 9% 95 9% 9
7 Industry = Construction

Source: Wages of construction and in-
dustrial workers in the 4th quarter of
1997

For further details, please contact
Anne Suhtala, tel. +358 9 1734 3489
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TOTAL EARNINGS OF SALARIED EMPLOYEES
IN THE LOCAL GOVERNMENT SECTOR

n October 1997, the average

monthly earnings of a salaried
employee were FIM 10,779. Men
earned FIM 13,198 and women FIM
10,094 per month, on average. The
figures for total earnings include
overtime pay. The corresponding
amounts for regular working hours
were FIM 10,363, FIM 12,249 and
FIM 9,828, respectively.

End-of holiday pay accounted
for 3.9 per cent of the total remu-
neration of full-time employees.
The concept of earnings does not
embrace end-of-holiday pay.

From November 1996, the aver- |-
age earnings for regular working |:

hours fell by 0.2 per cent and total
earnings by 0.6 per cent. It should
be noted that no general increases
were implemented in the time un-

der review, so the change in the av- |’

erage earnings was mainly caused

by changes in personnel and pay |.
structures. The average earnings of |-

monthly paid local government
employees have been going up, in
keeping with the general index of
wage and salary earnings, at a rate
of 1.9 per cent per annum.
Municipalities have mainly
achieved their savings through
temporary dismissals and cuts in
end-of-holiday pay, which do not
show in the statistics on average
earnings. However, cutting down
on teachers’ overtime, remedial
teaching or after-school club hours
in schools and imposing limitations

FELL SLIGHTLY

on the hours medical practitioners
may stay on duty all have had a
downward effect on the figures for
average earnings. For example, the
average total earnings of an assis-
tant medical practitioner have
fallen by 3 per cent and those of a
class teacher by approximately one
per cent. In addition to this, munic-
ipalities have continued to increase
the number of their fixed-term per-
sonnel and this, too, has had a low-

SECTOR 1997

ering effect on the average earnings
level.

Slight upward trend in
personnel numbers

The number of monthly paid per-
sonnel went up slightly from the
previous year and amounted to a
total of 420,000, of which full and
part-time employees accounted for
over 90 per cent. The local govern-
ment sector employs good 27,000

MONTHLY AND HOURLY PAID EMPLOYEES OF THE LOCAL GOVERNMENT

'

;
! Part-time 1qq

'

Monthly paid on feave on

Totals indude leaves of absence and secondary occupations

absence on 1 October 1997 7%
Hourly paid and 6% 75% Monthly paid, full-time

i agricultural holiday relief
' 1%

Monthly paid, secondary

occupation :
; Total 451,370 of which |
i 423,949 monthly paid :
t i
! ¥
Year Monthly paid Total average

earnings

Number Full-time Part-time Full-time Part-time
1990 324 647 343281 24 532 8705 4832
M 417328 357 019 20798 9368 5358
1992 415617 347192 22943 9595 5119
1993 395795 324 840 28 302 9724 5044
1994 404 096 324138 36041 9832 4960
1995 402171 320 905 39758 10315 5539
1996 411 337 326 34 46 896 10851 5826
1997 423 949 337010 49 826 10779 5775
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hourly paid employees. It has been
estimated that in the whole local go-
vernment sector the growth in the
number of personnel remained at
just under 2 per cent between 1996
and 1997. In the local government
sector, the main service relationship
has traditionally been based on a
public sector employment contract.
Eighty per cent of local government
employees still worked under this
type of employment contract in 1975,
whereas in 1897 the respective pro-
portion was less than 70 per cent.
The total average earnings of emplo-
yees with this type of employment
contract were FIM 11,726, i.e. 30 per
cent higher than the average ear-
nings of employees with regular em-
ployment contracts. From November
1996, the number of employees with
regular employment contracts inc-
reased by 10 per cent.

Health care, social services and |
education are, by far, the local gov- ||

ernment sector’s largest areas of re-
sponsibility, which employs 85 per
cent of all of its full-time employ-
ees. In the 1990s, the biggest reduc-
tions in personnel have been made
in the health care services, where
the number of full-time employees
has been cut back by nearly 10 per
cent.

Training pays, despite
everything

In the 1990s, the total average ear-
nings of employees with basic or
secondary level education have inc-
reased the most. Their earnings ha-
ve increased by approximately one
quarter. The earnings of employees
with tertiary education have risen
notably less.

The earnings of employees with
graduate level education are 1.8 times

es and Wages Review

higher and those of employees with | Source: Monthly salaries in the local
postgraduate level degrees 2.8 times government sector, October 1997

higher than the eamnings of employ- | For further details, please contact
ees with basic level education. Jukka Pitkéjarvi, tel. +358 9 1734 335

Level of education Mo, of Total average earnings, FIM Increase of
employees total
average
earnings, %
1997 1990 1996 1997 1990 —1997
Basic level 47 461 6 837 8517 850 25
Lower secondary level 93187 7068 8901 8902 2
Upper secondary level 68364 3046 9764 9719 2
Lowest level tertiary siam7 10418 11523 11366 9
Undergraduate level 26 600 10993 126884 1212 16
Graduate level 45518 14219 15620 15 360 8
Postgraduate level 4603 19 868 22955 23955 16
Total 337010 8705 10 851 10779 14

NUMBER OF FULL-TIME EMPLOYEES BY BRANCH OF ADMINISTRATION

I Number
350000 Others :
300 000 - !
! 250000 -
|
i 200000 - :
* 150 000 ‘
| 100000 ) Health cara '
' 50000 - ‘
General administration
Pp—— : _— : g o
1975 1980 1985 1997 I
Year |
Task group Numbers - full-time Total average earnings Change,
1990 1996 1997 1990 1996 1997 1990—
AM R pm 19
General odministration 12372 10963 11386 9295 11258 N3 02
Law and order odtivities 8110 7477 758 8924 N1 N/ B
Health care 111491 102701 103607 8991 11447 11346 26
Social services 92187 90588 94050 7008 8880 8900
Education 90324 88474 92231 9816 12148 12013 22
Planning and general works 9976 9453 9679 9624 MY N2 15
Real estate 4625 5179 5630 7403 B784 8780 19
Business and service activifies 13223 11280 12573 9153 10207 10379 13
Totals 343282 326334 337010 8705 10851 10779 24
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NUMBER OF MONTHLY PAID CENTRAL
GOVERNMENT EMPLOYEES CONTRACTED BY
A THIRD IN THE 1990s

In November 1997, monthly paid | One third of central government | For further details, please contact
central government employees | employees have tertiary level edu- Timo Jarvinen, tel. +358 9 1734 3432
numbered 123,000, of whom a little | cation, while nearly one half have

less than 1,000 worked overseas. | vocational qualifications.

The number has contracted by 37 | MONTHLY PAID CENTRAL GOVERNMENT EMPLOYEES BY

per cent since 1990. This has been | ADMINISTRATIVE SECTOR

due to the forming of state-owned Total personnel % Earnings for regular
enterprises into joint-stock compa- » o working hours 1997
nies which, to a large extent, oc- | National budaet/administrative sector

curred between 1993 and 1995. The | 1ot 18 a2 100.0 n743
largest state-owned enterprises in- g; g:f_‘ﬁ;::;‘"e President of the Republic S:Z g; :igg;
volved in this process were the | 23 coyncl of State - 2% 02 ua7
Finnish State Railways, Posts and | 24. Ministry for Foreian Affairs 1002 08 12978
Telecommunications of Finland | 2 M!n!strvoflustlce _ 8630 73 12 503
L. . 26. Ministry of the Interior 15731 13.2 1718
and the Finnish State Computing | 97 winistry of Defence 16692 14 11303
Centre which, together, employed | 28. Ministry of Finance 10562 89 11143
nearly 50,000 persons. The number 29. M!nfstrv of Edl{(ﬂﬂbﬂ 28132 37 12080
. 30. Ministry of Aariculture and Forestry 5793 49 nm
of hourly paid central government | 3; winistry of Transport and Communications 9 565 8.1 11 496
employees is only 2,000 today. 32. Ministry of Trade and Industry 5008 42 14064
rt £ th 1| 33. Ministry of Social Affairs and Health 3207 27 12454
One quarter of the personnel | o)\t 1 bour 11183 94 9151
whose salaries are paid out of the | 3 pinistry of the Environment 2435 20 12317
national budget are employed in | g0 oonod enterprises
the educational sector. Other main | Total 3345 13167

employers nclude the NIRISTY Tof | CENTRAL GOVERNMENT PERSONNEL FINANCED FROM THE NATIONA
: . - R L
Foreign Affairs and the Ministry of | g\, 5eTaY [EVEL OF EDUCATION 1997, PERSONS EMPLOYED FULL-TIME
the Environment.
IN FINLAND
In November 1997, the average ' T

. : : Number of persons Earnings for regular hoors
earnings for regular working hours |.
were FIM 11,734. Women's earn- | Men %  Women %  Men Women Women/Men

ings were approximately 80 per ‘Total 62 787 100 49622 100 12907 10338 80
. . | :Lower level basic education 4900 8 4020 8 9677 8639 89
cent of those of men. Salaries paid | o el pogieedocoton 157 2 369 7 1029 9183 8
from the national budget rose by an | {ower level secondary education 10952 17 84 16 10453 87N 84
average of 0.8 per cent and those | Upper {evel secondary education 16 864 2} 17 148 35 11426 9093 80
. , Lowest leve! terfiary education 6237 10 1997 4 1250 10038 80
paid by state-owned enterprises by | yjoruodmeoveleduccion 2300 4 2544 5 1428 175 82
good 6 per cent in the year to No- | :Gradugte level education 13508 22 9670 19 1539 13282 86
vember 1997. “Postaraduate level education 6217 10 2260 5 18652 1601 86

'MONTHLY PAID CENTRAL GOVERNMENT PERSONNEL 1990 - 1997

: Form of remuneration Number

| 1990 1991 1992 1993 1994 1995 199 1997
Infidond. ot 94602 194195 169 874 179 484 146 445 124170 120725 122147
- fullime 185014 186 388 181 624 167 664 135 766 115925 112903 112409

— part-fime 9588 187 . 8250 . . 18w, . . 1060 . .8u5 182 9738 .
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40 LABOUR DISPUTES IN THE FIRST HALF OF 1998

of Statistics Finland, there | Year Disputes  Workers No. per % of Working days lost

were 40 labour disputes in Finland in Totalno.  dispute workforce  Total no. No. per
the January-June period of 1998, 27 partidpant

£ in the first, and 13 in the sec- | 1985 848 171 350 202 70 174 399 10

of them in the first, and 13 in the sec- | | Jo; 1225 602730 49 248 2787600 45

ond quarter of the year. This is four | 1987 802 99 290 124 41 130890 13

fewer than in the first half of 1997, | 1988 1353 244070 180 10.0 179820 0.7

1989 629 158 480 252 64 204 210 13

when there were 30 and 14 labour

_ i ] ; 19%0 455 244760 538 99 935150 38
disputes in the respective quarters. | 99 284 166770 587 7. 458 340 17
Work articipating in st 1992 168 103510 616 48 76 090 07

orkers participating in SIOPpages | ;449 126 23190 184 1 17310 07
numbered 15,000 in January-March | 1994 n 70540 413 35 525700 15
and 3,000 in April-June. 1995 112 127 039 1134 63 869 422 68

I . | 4 79934 1903 39 703499 8.8

The most significant labour dis-| 7 6340 235 03 141 943 24
pute of the early part of the year was I 2 6267 298 0.3 6034 10
the firemen’s strike which had al- v 22 34 498 1568 17 17 946 05
1199 94 43113 459 21 20077 05

ready started at the end of Novem 1 2 21 887 ot 1 9 858 0
ber 1997 but did not end until the it 17 13546 797 0.6 3732 03
i i 14 4347 31 02 3593 08

Z"d °ff Febrz:w;ggS';rhe f°t$ "?m v 2 3333 159 02 2894 09

er of working days lost In the iire- | 4, 9 28 402 M 13 193712 7

men's strike exceeded 160,000, of | 30 1214 240 03 7013 10

. . . i 14 34n 248 0.2 3918 11
which 86,000 were lost in 1998. This i 2 8 694 300 04 0882 T
means that 85 per cent of the total v 18 9023 501 42 82899 9.2
time lost in early 1998 originated ™ 28 15027 537 07 9 562 64
from the firemen'’s strike. Measured | 1l 12 3033 253 01 4461 15

by the number of working days lost,

Finnish labour dispute since the 1995 | Branch Disputes Partid- Working  Gross
strike in the health care sector, and punts days lost z;;“g‘els'&s‘;)

was also the longest labour dispute

. 170 Manufadture of textiles 1 59 25 8
in Finland for ten years. 211 Monufocture of pulp, paser and paperboard - 80 - -
Examined by industry, the num- | 940 Manufacture of mineral products 1 239 239 110
bers of labour disputes were the | 270 Manufacture of basic metals 2 87 74 4
. : 290 Manufacture of machinery and equipment 7 2589 3765 2103
highest in the manufacture of metal 300 Monufacture of office machinery and computers 1 583 300 203
products, the manufacture of ma- | 310 Manufacure of eledrical machinery and compaters 1 150 150 57
chinery and equipment, and finan- | 351 Building and repairing of ships and boats 3 700 1001 744
cial intermediation. The number of | Manufacturing, total 24 5042 5830 3420
employees participating in them | ¢o9 |and transport {602-603) 1 1235 6349 2973
was, by far, the highest in the | 620 Airfransport 4 648 220 352
h of fi R iation, | 630 Sunporfing and auxiliary transport activities 1 364 363 177
branch of financial intermediation. | co po oo v e ftion 8§ B 189 1024
The liveliest month in respect of 1a- | 759 Low and order activities 1 9300 86 404 48180

bour disputes was March, with 15
labour disputes, while January and
June, with only two stoppages,

were the quietest. For further details, please contact Harri Nummila, tel. +358 9 1734 3235
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Index of wage and salary earnings1995 = 100*

Hourly paid employees
Monthly paid employees

Manufocturing
Blue-collar workers
White-collar workers
Building construction workers
Wholesale and retail trading
Transport
Finance

Local government
Hourly paid employees
Monthly paid employees
Central government
Monthly paid employees
Private sector
Hourly paid employees
Monthly paid employees

index of redl earnings 1995 = 100*

Dwelling price index 1983 = 100

Helsinki conurbation
Rest of Fintand

Consumer price index 1995 = 100
Food and non-alcoholic beaverages
Housing heating and lighting
Tronsportation

Cost of living index 1951:10 = 100

Wholesale price index 1995 = 100

Domestic goods
Imported goods
Export prite index 1995 = 100

Import price index 1995 = 100

Producer price index, home sales 1995 = 100
Basic price index for domestic supply 1995 = 100

Building cost index 1995 = 100

Labour
Materigls

Cost index of dvil engineering warks 1990 = 100

Cost index for road transport of goods 1990 = 100
Cost index of bus and motoer-coach traffic1990 = 100

* Preliminary figure
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T ABLE OF INDICES

Iv/1998¢

110.8
1108
1108

11
1114
110.5
108.8
1104
a3
naz

109.8
108.4
169.9

110.8
1108

111
1109
mas3

107.1

198.3
196.0
2005

Februory 1999

103.4
101.5
1053
1048

1437

9.1
§8.6
43

926
934
958
9%.7

104.1
108.1
1043

107.6

1142
116.6

i3
29
35

29
27
33
29
38
37
33

3.6
33
37
35
35
33
23
34

23

95
120
85

0.8
03
12
-09

-34
-25
-5
15
~-40
~4.1

-36

0.5

A
04

27

Annval change %
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