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General Introduction  

Under Article 99 of the Treaty (formerly Article 103
1
), all EU Member States – whether they fully participate in the Single 

Currency or not – are required to “regard their economic policies as a matter of common concern”, and to “co-ordinate them 

within the Council”. Co-ordination is carried out within the framework of recommended “broad guidelines” for the economic 

policies of Member States.   

In addition, under the pre-Single-Currency transitional provisions outlined in Treaty Article 116 (formerly Article 109e), 

Member States wishing to join the € area were asked to adopt “multi-annual programmes intended to ensure the lasting 

convergence necessary for the achievement of economic and monetary union”. These formed the basis of the May 1998 

decisions on € area membership. 

The requirement to submit such “convergence programmes” remains for those countries still outside the Euro area. In the 

case of countries which have already adopted the €, the Stability and Growth Pact − and Article 4 of the EU Council 

regulation 1466/97 of 7 July on tighter surveillance of budgetary implementation and the monitoring and co-ordination of 

economic policies − calls for similar “stability programmes” to be submitted.  

These are three-year rolling programmes, and focus on progress in meeting the Pact’s two major objectives: 

• a budget deficit below 3% of GDP in any one year; and 

• an overall budgetary balance over the economic cycle. 

The annual updates must therefore take account of the budget proposals for the following year. 

Each programme is the subject of a Council opinion, and forms part of the input to the broad economic guidelines. 

The initial convergence and stability programmes were published in late 1998, before the formal launch of the Single 

Currency. They have been updated three times since then. The third update became available towards the end of 2001. 

 

                                                                  
1 The renumbering of the Treaty Articles was the consequence of the Treaty of Amsterdam, which was signed in 

October 1997, and came into force on 1 May 1999. 
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Background to the Finnish Stability Programme 

The 2001 update of the Finnish Stability Programme covering the period from 2001 to 2004 was published in November 

2001
2
. It was based on the Finnish Government programme adopted in 1999 and on the Budget Proposal for 2002. 

The Commission gave its opinion on the updated programme on 15 January 2002
3
. The Commission welcomed the sound 

budgetary position projected in the programme and noted that it was in compliance with the Stability and Growth Pact. It 

also noted that the economic and budgetary policies presented in the programme were broadly consistent with the Broad 

Economic Policy Guidelines (BEPGs). The Commission welcomed the Government’s reduction of income tax, which was 

considered to be consistent with the BEPGs. Structural measures to promote a stronger, more balanced supply side of the 

economy were to be encouraged, including the planned reform of the unemployment benefit system and of the private sector 

pension system. 

The Council delivered its opinion on the programme on 22 January 2002
4
. The Council considered that the programme was 

consistent with the BEPGs and noted with satisfaction that the general government surplus was projected to remain at a 

relatively high level throughout the programme period. It was also noted that the projected surplus in the government 

accounts was fully consistent with the requirements of the Stability and Growth Pact. The Council considered the 

maintenance of high surpluses essential, as this would allow the government debt ratio to decline at a sufficient pace. The 

Council welcomed the adoption of legislation requiring local governments to balance their budgets in the medium term. The 

Council also welcomed the commitment in the updated programme to continued structural reforms. The Council considers 

that reform of the unemployment benefit system is welcome in the light of rising unemployment and in order to complement 

the outcome of continued labour tax cuts.  

 

Results for 2000 and 2001 

The Finnish economy has performed well in recent years. Finnish real GDP grew by 5.6%
5
 in the favourable international 

economic climate of 2000 thereby exceeding the EU average. Industrial production contributed most to the increased gross 

domestic product. Production went up especially in the manufacture of electrical and electronics equipment. In 2001, 

however, growth  slowed drastically and remained at a level of 0.7%, which is 1 percentage point below the EU average of 

1.7% and only slightly higher than the lowest growth rate in the EU, recorded by Germany  (0,6%) 

After several years of subdued inflation, pressure from import prices, together with the weak Euro, pushed the rate up from 

1.3% in 1999 to 3.0% in 2000 as measured by the harmonised index of consumer prices (HICP). In 2001 the inflation rate 

fell to 2.7%, which is 0.4 percentage points above the EU average of 2.3%.  

Employment increased and the unemployment rate declined steadily in anual figures albeit with significant differences 

across sectors and regions, reaching a level of 9.1% in 2001. This, however, is still a rather high level compared to the EU 

average of 7.6%.  

In 2001 public finances continued to develop positively, although at a more moderate level than in 2000 where the general 

government balance rose to 7% of GDP. The 2001 surplus of 4.9% GDP is however a very good result compared to the EU-

15 average of -0.6%. Public debt was reduced by 0.4 percentage points from 44% of GDP in 2000 to 43.6% of GDP in 

2001. 

Table 1: Main economic indicators for 2000 and 2001 

Finland EU-15 average 

 

2000 2001 2000 2001 

Real GDP growth (%) 5.6 0.7 3.3 1.7 

Inflation rate – HICP (%) 3.0 2.7 2.1 2.3 

Unemployment rate (%) 9.8 9.1 8.1 7.6 

Public balance (% GDP) 7.0 4.9 1.0 -0.6 

Public debt (% GDP) 44.0 43.6 64.3 62.9 

Source: Eurostat. 

 

                                                                  
2 Stability Programme Update, Ministry of Finance, November 2001 (http://www.vn.fi/vm/english 

/national_economy/stability/VO2001-11-Eng.pdf). 
3 Commission assesses updated Stability Programme of Finland, 15 January 2002, (http://europa.eu.int/ 

rapid/start/cgi/guesten.ksh?p_action.gettxt=gt&doc=IP/02/57|0|RAPID&lg=EN&display=). 
4 Council Opinion of 22 January 2002 on the updated Stability Programme of Finland for the period 2001-

2004, 22 January 2002 (http://ue.eu.int/emu/convergence/fi/FI-C33of060202-verEN.pdf). 
5 Unless otherwise indicated, all figures are from Eurostat. 
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Analysis and Future Prospects 

The 2001 Stability Programme gives a positive overall outlook for the Finnish economy over 2002–2004 in spite of the 

global slowdown. The macro-economic projections beyond 2002 presented in the Stability Programme are based on the 

following assumptions: the world economy will start recovering in the latter half of 2002, export demand will grow in line 

with world economic growth while domestic demand will grow slower. It is furthermore assumed that real wages will evolve 

in line with average growth in productivity while expenditure and revenue developments will evolve as outlined in the 

programme.  

The Finnish economy was in a phase of strong growth from 1994 until the first quarter of 2000. Real GDP increased, 

inflationary pressures remained largely absent until late 1999, and public finances were in comfortable surplus. In addition, a 

dynamic information and communication technology (ICT) sector emerged, broadening the traditionally fairly narrow export 

base of the Finnish economy. After seven years of strong growth the Finnish economy was hit by the global economic 

downturn, which led to a sharp slowdown in growth in 2001. The downturn in the Finnish economy was mainly driven by a 

collapse in the exports of especially the ICT sector.  

Despite this downturn, the outlook for the Finnish economy is satisfactory. The second half of 2001 showed the first signs of 

a recovery and growth rates are projected to remain at a moderate level in 2002. Against the background of a recovery in 

international trade, higher growth rates are projected for 2003 even though much will depend upon the ICT sector exports. 

Although the prospects for the next few years look satisfying, some problems remain. A high rate of structural 

unemployment and a low average retirement age limit the effective labour supply. The pressure caused by the ageing of the 

population has become a significantly more demanding challenge than it appeared to be in conditions of stronger growth. 

These challenges necessitate strict fiscal restraint and structural reforms.  

Economic growth 

After the deep recession of the early 1990s, the Finnish economy has been amongst the fastest growing economies in the 

European Union, fuelled by the exports of the booming ICT sector. The average growth rate of the Finnish economy in terms 

of real GDP rose to 4.8% for the latter part of the decade, which was well above the Euro area average. The strong growth in 

the manufacturing industry deriving mainly from exports of telecommunication equipment was a key factor in Finland’s 

recovery from its recession of the early 1990s. The average growth rate for the whole decade remained, however, below the 

EU average, due to the large negative figures recorded in the early 1990s. 

Chart 1: Gross Domestic Product  1990-2004  

(annual change in volume, %) 

Source: Eurostat, Stability Programme for Finland 

Growth was strong throughout 2000. Real GDP grew by 5.6%, exceeding the forecasts presented in the first two updates of 

the Stability Programme (3.9% and 5.2% respectively). In 2001, however, the Finnish economy experienced a sharp 

slowdown, with GDP growth falling to 0.7%. This was mainly due to a significant decline in exports, especially in the ICT 

sector, and weakened domestic demand and construction investment. In comparison, the average growth rate in EU-15 fell 

from 3.3% in 2000 to 1.7% in 2001.  

The 2001 Stability Programme forecasts an average annual growth of around 2% for the years 2001-2004. In comparison, an 

average annual growth for the years 2001-2004 exceeding 3% was forecast in the 2000 Stability Programme. Above all, 

these moderated expectations in the new programme reflect international conditions. While net exports were contributing 

significantly to GDP growth in 2000 (2.7 percentage points out of the 5,6% growth rate), exports had a negative impact on 

GDP growth in 2001 and the contribution of exports to GDP growth during the programme period are expected to be 

relatively moderate. Instead, economic growth is now firmly based on domestic consumption, and this is expected to be the 

case during the programme period. 
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Recently, the Ministry of Finance has adjusted expectations to economic growth in 2003. By virtue of net exports recovering 

to show a clear positive sign again, GDP is expected to rise by 3.3%, which is 0.6 percentage point above the 2001 Stability 

Programme forecast
6
. 

External balance 

The volume of Finnish exports exceeded the volume of imports throughout the 1990s, and the balance of trade remained 

positive. This was, however, not enough to compensate for the large deficit registered in services and interest payments. The 

current account turned positive in 1994, and strong exports have secured trade balance and current account surpluses ever 

since. 

Chart 2: Finnish balances of trade and current account 1990-2001 

(% of GDP) 

Source: Eurostat 

The surplus on the balance of trade reached an all-time high in 2000 contributing to another record in the current account 

surplus. In 2001 imports declined in line with exports. The surplus on the balance of trade fell only slightly from 11.4% of 

GDP in 2000 to 10.5% in 2001. Compared to the year before, this resulted in a slightly smaller surplus on the current 

account in 2001.  

Inflation 

During the recession of the early 1990s, the Finnish inflation rate declined to a level comparable with the average of the EU 

Member States and remained low throughout the years of recovery until 1999.  

The rates began to rise during the second half of that year, to a large extent because of increasing import prices. In particular, 

the hike in the price of crude oil contributed to the increase in the inflation rate, which reached the average level of 3.0% 

(HICP) in 2000 and was the fourth highest among the EU Member States.  

Another factor increasing price pressure was strong export demand, which lead to a rise in capacity utilisation rates in some 

sectors of the Finnish economy thus causing some risk of overheating. Price increases in housing and depreciation of the 

Euro also played a role. 

The pressure started to ease somewhat in 2001 as prices for food and fuel fell and the world economic outlook turned 

bleaker. In 2001 the inflation rate fell to 2.7%, which is 0.4 percentage points above the EU average of 2.3%. The 2001 

Stability Programme forecasts a further easing of inflationary pressures; the inflation rate is estimated to fall to 1.7% in 2002 

and to 1.6% in both 2003 and 2004. 

                                                                  
6 Economic Bulletin, Ministry of Finance, Economics Department, Helsinki Finland, 28 May 2002. 
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Chart 3: Finnish inflation 1990-2004 * 

(HICP, year-on-year change, %) 

Source: Eurostat, Stability Programme for Finland. * 1990-1996: Eurostat estimate. 

Unemployment 

Finnish unemployment increased rapidly during the recession of the early 1990s peaking at 16.6% in 1994. Apart from 

Spain, the Finnish rate was the highest in the European Union. Since then, it has fallen steadily, but rather slowly, to 9.1% in 

2001. This is still a high rate and clearly above the EU average of 7.6%. Both the employment and participation rates in the 

labour force have been rising throughout the latter part of the 1990s thanks to exceptionally fast growth. Labour mobility 

towards the centres of growth has been strong in recent years, allowing these sectors to expand. In 2002, however, 

employment is expected to cease to grow for the first time since 1994. 

Chart 4: Unemployment rate 1990-2004  

(%) 

Source: Eurostat, Stability Programme for Finland 

The Stability Programme forecasts that this will already change in 2003 and 2004, where the employment rate will rise by 

0.3% and 0.5% respectively. In 2002 the employment rate is forecast at 67.5% of the working age population, while an 

unemployment rate of 9.4% of the working population is expected.  

Finnish unemployment is at present to a very large extent, structural and characterised by its long-term nature. The average 

unemployed job seeker has been without work for almost a year. Finding solutions to this type of unemployment is a major 

challenge to the Government's employment policies, especially as the current downturn of the economy does not help to 

reduce it. The problem is being attacked by means of structural reforms, the essence of which is to ensure that work is 

always rewarding. To this end, marginal rates of income tax have been reduced in all income brackets and thresholds of 

taxable income have been increased. 

Chart 5: Finnish employment 1990–2004 
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(% change) 

Source: Eurostat, Stability Programme for Finland 2001 

The reduction of marginal rates especially at the low end of the salary range will be important in this respect. According to 

the Council, however, scheduled measures to increase unemployment benefits run contrary to these efforts to increase 

incentives to work
7
. 

Budget deficit 

The deep recession of the early 1990s produced a large deficit in Finnish public finances. A shift from large deficits in the 

first half of the decade to a surplus of 1.3% in 1998 was the result of a determined effort towards sound public finances 

through a tight budgetary policy. 

In 2000 the Finnish general government balance rose to 7% of GDP, well above the predicted 4.5%. In addition to the very 

favourable general development in 2000, this result - exceeding the September 2000 forecast by a good 2 percentage points - 

was reached thanks to one-off factors, such as income tax from the sales of options.  

In the 2000 update of the Stability Programme an annual general government surplus of at least 4.5% was predicted 

throughout the period 2001 to 2004. In 2001 the general government surplus declined to 4.9% GDP due to the slowdown in 

economic activity, income tax cuts and a fall in the extremely high revenues on realised capital gains and stock options. The 

global slowdown changed the short-term prospects in public finances considerably. In the 2001 update of the Stability 

Programme it is estimated that tax receipts throughout the programme period will be significantly lower than earlier 

expected. The overall tax ratio, which in 2000 had risen to almost 47% GDP, will decline to about 43.5% GDP by 2002. 

Chart 6: General government balance 

(net borrowing -/net lending +, % of GDP) 

                                                                  
7 Council of the European Union, Council Recommendation of 21 June 2002 on the Broad Guidelines of the 

Economic Policies of the Member States and the Community, Seville, 21 June 2002, 10093/02. 
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Source: Eurostat, Stability Programme for Finland 

In the 2001 Stability Programme, therefore, the surpluses in the period 2002 to 2004 are estimated to be at the level of 2-

2.5% of GDP. This seems consistent with the goal of the Finnish Government to achieve an average central government 

surplus of 1.5-2% of GDP during the current decade in order to ensure that central government debt is reduced significantly 

before a sharp rise in public expenditure occurs as the population ages. According to the Council, however, this goal now 

appears very difficult to achieve; especially as the Government might decide to reduce income tax rates in order to boost 

employment creation
8
. 

While the central government finances appear to be weakening, local government financial balances have stayed in deficit 

almost persistently since 1997. As noted by the Council, budgetary discipline at general government level could be enhanced 

by recently adopted legislation requiring local governments to aim for medium-term balance from 2002 onwards. However, 

the Council is concerned about the fact that no enforcement mechanism in the legislation has been adopted and it 

recommends the Finnish Government to establish such  a mechanism.  

The buffer funds, which were motivated by Finland’s participation in the EMU and were set up within the framework of the 

social security funds, reached their full level in 2001. In 2002 the unemployment insurance contributions of both employers 

and employees to these funds are reduced, with the result that 187 million Euros from the funds are being used to stimulate 

the economy. 

Public debt 

The general government debt has traditionally been small in Finland. This "tradition" was broken during the deep recession 

of the early 1990s when the debt rose rapidly peaking at almost 60% of GDP. The decrease registered in the second part of 

the decade was the fruit of solid economic growth combined with a determined effort to consolidate the public finances. 

Reducing debt with the view of preparing for future cyclical fluctuations in economic activity as well as for population 

ageing is a priority of the present government.  

 

Chart 7: General government consolidated gross debt 1990-2004  

(% of GDP) 

Source: Eurostat, Stability Programme for Finland 

With the accelerating economic growth since 1999, the projected speed of debt reduction was increased in the 1999 update 

of the Stability Programme and the new increased speed maintained in the 2000 update. The gross debt declined by 2.8 

percentage points to 44% of GDP from 1999 to 2000. 

This development continued in 2001, where the debt was further reduced by 0.4 percentage points reaching a total of 43.6% 

of GDP. The general government debt-to-GDP ratio is expected to continue declining in the near future. According to the 

2001 Stability programme, gross government debt will settle at a level of 41-42 percent of GDP during the programme 

period.  

 

Structural Reforms 

Although the Finnish economy has performed well in recent years it will be facing a number of significant challenges in 

coming years. Competition is increasing and spreading to new areas mainly due to the introduction of the Euro and the 

deepening of the Single Market. Labour supply will soon be lower, because of the ageing of the population, which can 

                                                                  
8 Council of the European Union, Council Recommendation of 21 June 2002 on the Broad Guidelines of the 

Economic Policies of the Member States and the Community, Seville, 21 June 2002, 10093/02 (UEM 45), 

Ecofin, 225. 
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constrain growth prospects and cause increasing pressure on public finances. These challenges necessitate strict fiscal 

restraint and structural reforms.  

 

The Labour Market 

The primary economic policy goal of the Finnish government is to improve employment in order to ensure sufficient labour 

supply for continuing economic growth and face the problem of ageing population. The target is that the proportion of the 

employed in the working age population will approach 70% by 2003. To this end, adequate fiscal and labour market reforms 

are needed. The heavy overall burden of taxation and social contributions on labour needs to be reduced. A reduction is of 

particular importance in relation to the high marginal tax rates for low wage earners in order to ensure that working is 

gainful. The government’s efforts between 1997 and 2002 to reduce overall taxes on labour have by and large been 

proportional, whereby the relative position of low-wage earners has not been enhanced.  

In the course of 2001, the Finnish government introduced measures to improve the effectiveness of active labour market 

programmes (ALMPs), thereby seeking to prevent exclusion of the unemployed from the labour market. However, the 

number of working-age people in benefit schemes and ALMPs remains high and the effectiveness of there programmes is 

sometimes questionable. According to the Council, one of the main priorities for the Finnish government should therefore be 

to continue the efforts to increase the efficiency of the ALMPs and to refocus them to the needs of those most prone to the 

risk of long-term unemployment
9
. 

Taxation 

The Finnish government is committed in its programme to reduce tax on labour income as this is expected to support 

economic growth and employment. An aim of the government is to shift focus from taxation being a burden on labour 

towards environmental and energy taxation. Environment-based taxation was tightened by a total of 0.6 billion Euros in 

1996-1999, which went towards offsetting the lowering of the tax burden on labour. 

In each of the years 1999 and 2000 the effect of tax cuts corresponded to slightly less than 0.5% of GDP. In 2002 central 

government income tax was reduced by cutting all marginal tax rates with one percentage point and by raising the level of 

lowest taxable income by 4.5%. The earned income tax allowance in municipal taxation was increased. The combined 

effects of the measures implemented in 2002 will lower tax rates for middle income wage and salary earners by more than 

1%, low wage earners benefitting from the cuts slightly more than other groups. These changes in taxation are estimated to 

reduce the government revenue in 2002 by more than a billion Euros, corresponding to 0.75% of GDP. 

The Pensions System 

As the problem of an ageing population will be more severe in Finland than in most Member States of the EU, strengthening 

the pension system is of utmost importance. The ageing of the population will cause significant pressure in both the funding 

of pensions and in expenditure for health care. One of the biggest challenges of the next few years is therefore to keep older  

employees at work until the official retirement age of 65 years. At present, the average retirement age is below 60 years, 

which is why it is considered to be a matter of great importance to raise this average age by 2-3 years. 

In the course of 1999 the Finnish government, together with the labour market organisations and pension institutions, agreed 

on some measures to raise the age of retirement. In 2001 the Government initiated tripartite preparations to reform the 

unemployment and employment pension schemes. The proposals for pension reform are mainly to be implemented in 2005 

and include a revision of early retirement schemes and an increase in financial incentives to work longer. As a result, the 

pensions of those with a long work history will be much higher than is the case in the present system. The combined effect 

of these reforms is expected to considerably improve the economic incentives for remaining in work.  

 

Political Background 

The Political System 

Finland is a constitutional republic with a parliamentary form of government. According to the Constitution, supreme 

executive power is entrusted to the President, but the general government of  state affairs rests with a Council of State. The 

President is elected directly by the people for a six-year term. Ms Tarja Halonen assumed the office on 1 March 2000.  

On 15 April 1999 the President of the Republic appointed the Government (Council of State) headed by Social Democratic 

Prime Minister Paavo Lipponen. This is his second government and it consists of the same parties as the government during 

1995-1999 (SDP, KOK, VAS, VIHR, and SFP)
10

. The present government consists of the Prime Minister and seventeen 

ministers. 

Table 2: Results of the March 1999 and October 2000 elections 

 Parliamentary 1999 elections Municipal 

elections 2000 

Political Parties Seats Votes (%) Votes (%) 

    

Finnish Social Democratic Party (SDP) 51 22.9 23.0 

Finnish Centre Party (KESK) 48 22.4 23.8 

                                                                  
9 Council of the European Union, Council Recommendation of 21 June 2002 on the Broad Guidelines of the 

Economic Policies of the Member States and the Community, Seville, 21 June 2002, 10093/02 (UEM 45), 

Ecofin, 225. 
10 See Table 2 below for key to abbreviations. 
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National Coalition Party (KOK) 46 21.0 20.8 

Left Alliance (VAS) 20 10.9 9.9 

The Greens (VIHR) 11 7.3 7.7 

Swedish People's Party in Finland (SFP) 11 5.1 5.1 

Finnish Christian Union (SKL) 10 4.2 4.3 

Reform Group (REM) 1 1.1 0.1 

True Finns (PS) 1 1.0 0.7 

Other 1 4.1 4.6 

Source: Statistics Finland 
Legislative powers are vested in the unicameral parliament (the Eduskunta) comprising 200 members, elected for a four-year 

term by proportional representation in multi-seat constituencies. The latest parliamentary elections were held in March 1999. 

The Local Council is the highest organ in the municipal administration, which is based on self-government. Local Councils 

are elected every four years in municipal elections, the latest being held in October 2000. 

Public opinion 

The latest Eurobarometer survey analysing the public opinion on various issues related to the European Union was carried 

out in all Member States between 29 March and 1 May 2002
11

. 

According to the survey, 40% of the people in Finland regard their country's EU membership as a “good thing” while 18% 

sees it as a "bad thing". The support for EU membership is thus rather weak in Finland compared to the EU-15 average, 

where 53% regard membership a “good thing” while 11% of respondents believe it is a “bad thing”. Only 41% of the 

Finnish respondents believe that their country has benefited from EU membership. 

The survey from spring 2002 shows a significant increase in support for the Euro in Finland. 64% are for the Euro, while 

31% are against. In comparison, the Eurobarometer Autumn 2001 analysis showed that 47% supported the Euro, while 49% 

were against it. 

 

Table 3: Opinion on the Euro, March-May 2002. 

 For    (%) Against (%) No opinion (%) 

Finland 

64 31 5 

Euro Zone 

average 75 19 6 

Source: Eurobarometer 

The Autumn 2001 survey shows that the average self-perceived knowledge of the European Union among the Finnish 

respondents is slightly higher than the EU average. On a scale from 1 ("know nothing at all") to 10 ("know a great deal") the 

average Finnish level is 4.79. In comparison, the average self-perceived knowledge among the respondents in EU-15 is 4.42. 

Perceived knowledge is highest in Austria, where the average score is 5.34, and lowest in the UK, where the average score is 

3.62.  

Regarding life satisfaction, the Autumn 2001 survey shows that 89% of respondents in Finland are satisfied (fairly 

satisfied/very satisfied) with the life they lead. This is clearly above the EU-15 average of 83%. Denmark is the country 

where most people are most likely to be satisfied with the life they lead (96% are fairly satisfied/very satisfied), while 

Greece is the country with the lowest satisfaction level (60% are fairly satisfied/very satisfied). 36% of people in Finland are 

likely to believe that their life in general will be get better in 2002, while only 5% of the respondents believe it will get 

worse.  

Regarding the level of support for enlargement, the survey from Spring 2002 shows that public opinion varies considerably 

in the Member States. On average, 50% of expressed opinions in EU-15 are in favour of enlargement and 30% against it. 

The respondents in Finland generally support enlargement, with 56% being for it, and 32% against it. This is a slight 

increase in support compared to the Autumn 2001 survey.  

                                                                  
11 The first results of Eurobarometer 57 was published in June 2002 and are available on http://europa. 

eu.int/comm/public_opinion/standard_en.htm. 
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Appendix: The role of Nokia in the Finnish economy 

‘Until the 1980s, Nokia was a Finnish company, in the 1980s Nokia was a Nordic company and in the 

beginning of the 1990s a European Company. Now we are a global company’ Jorma Ollila, President 

and CEO, Nokia. 

The contribution of the company Nokia to the growth of the Finnish economy in recent years has been enormous
12

. Nokia 

has grown to become a multinational giant, as the only Finnish company ranking among the world’s 50 largest firms, and is 

nowadays the world's leading manufacturer of mobile telephones with a world market share of over 30%. Part of the credit 

for Nokia’s success should probably be given to the Finnish decision makers, as the whole high-tech industry has benefited 

substantially from the government’s large spendings on research and development.  

From 1996 to 2000 Nokia’s exports increased at an average annual rate of 35% and in 2000 Nokia accounted for 3.3% of the 

value of Finnish GDP and no less than 24% of the total value of Finnish exports. It is therefore not surprising that the 

contribution of the company to Finnish GDP growth has been significant. From 1996 to 2000 when the average annual 

growth in Finnish GDP was about 5%, Nokia contributed to this with close to one percentage point. The company 

contributed with no less than 2 percentage points to the 2000 GDP growth of 5.6%. In 2001, however, the contribution of 

Nokia to the Finnish GDP growth of 0.7% declined close to zero. 

Even if the Nokia group was trimmed significantly from 2000 to 2001, Nokia was employing 22.246 people (around 40 

percent of Nokia’s total employees) in Finland at the end of 2001. This implies that Nokia accounts for around 1% of total 

employment in Finland – but when its network is taken into consideration its impact on Finnish employment is significantly 

larger. In addition, Nokia invests heavily in R&D and conducts a large share of its research in Finland. In 2000 about 55% of 

Nokia’s research was carried out in Finland, thereby accounting for around 45% of all R&D expenditure carried out by 

private enterprises in Finland. This percentage has probably fallen slightly since, as Nokia has moved more activities abroad.  

Nokia and its sub-contractors seem to have caused the extreme volatility of industrial production in Finland in 2001 by 

rapidly shifting production between Finnish and other localities. It has been suggested that for purposes of short-term 

analysis and forecasting, the "Nokia cluster" would need to be omitted from Finnish figures. Otherwise the development 

trend may be impossible to distinguish from the "noise" caused by the Nokia cluster
13
. 

Even if the total effect of Nokia on the national economy is difficult to quantify accurately, there is little doubt that the 

influence is significant. Indeed, some commentators have expressed concern that Finland’s fate is linked to Nokia’s just a bit 

too much, especially given that the situation in the global high-tech market can change quickly. Competition in the market 

for mobile phones is getting keener as Japanese and other Asian providers will enter the market for mobile terminals together 

with manufacturers of handheld computers. Only the future will show how Nokia will respond to this and other challenges  - 

and what impact this will have on the Finnish economy.  

                                                                  
12 This Appendix is based on the following literature : Ali-Yrkkö, J. & Ylä-Anttila, P. (2002) ‘The Role of a Big 

Multinational Enterprise in a Small Country – The Case of Nokia in Finland’, Austrian Foreign Trade 

Yearbook 2002, p. 273-286 ; Kasvio, A. (2001) Nokia and the Development of a ‘New Economy’ in 

Finland’,  (http://www.info.uta.fi/winsoc/engl/lect/NOKIA.htm); Reuters, March 22, 1999 ‘As Nokia goes, 

So Goes Finland’.  
13 ‘Suomen talous kasvoi alkuvuoden’, Helsingin Sanomat, 28 June 2002.  
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