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Economic outlook

Growth prospects for the global economy and
trade have deteriorated recently. Growth of
global trade in 2016 remained at 2% and
growth of the global economy at 3%. Global
trade is expected to pick up slightly, however,
in the next few years, and a growth rate of
4% is forecast for 2018. In China, economic
growth will slow to 6% in 2018, which will be
reflected in the economic prospects of other
developing countries, particularly as demand
for raw materials declines.

Finland’s economic growth will be sluggish in
2016–2018. Although exports will pick up in
2017, they will remain at a low level, and at
the same time loss of market shares in inter-
national trade will continue. Finland’s GDP
growth rate is expected to be 1.1% in 2016
and to slow to 0.9% in 2017. This growth will
be mainly due to favourable trends in private
consumption and investment. In the next few
years, private consumption will grow due to
an increase in real disposable income and a
positive turn in the labour market. Growth
of private consumption will slow slightly in
2017, however, as nominal earnings are re-
duced due to the Competitiveness Pact. Pri-
vate investment overall is projected to grow
in 2016–2017, which is explained by an in-

crease in machinery and equipment invest-
ment and a pick-up in R&D investment. The
number of people in employment will increase
by 0.3% and the unemployment rate is ex-
pected fall to 8.8% in 2017. The improv-
ing employment situation will support private
consumption and economic growth. The rise
in consumer prices will accelerate to 1.1%,
but will continue to be slower than usual.

General government finances

General government finances in Finland con-
sists of central government, local govern-
ment, earnings-related pension funds and
other social security funds. Slow economic
growth is not generating sufficient tax rev-
enue to fund public expenditure at the same
time as population ageing is increasing public
expenditure. Substantial consolidation mea-
sures have been directed at general govern-
ment finances, but despite these the deficit
has not been significantly reduced. Finland’s
general government finances will remain in
deficit over the next few years.

Public sector debt has increased rapidly for
several years now, and debt will continue
to rise in the next few years. For general
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government finances to manage the expendi-
ture pressures arising from population ageing
in the coming decades without further mea-
sures, the general government financial bal-
ance should be approximately 2% in surplus
in ratio to GDP at the beginning of the next
decade.

The tax rate, i.e. the ratio of taxes and tax-
like payments to GDP, will fall in the next
few years. The Competitiveness Pact will re-
duce the tax ratio significantly, because em-
ployers’ health insurance contributions will be

lowered and taxation of labour and pension
income will be eased in 2017.
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Government economic policy line

The objective of Prime Minister Juha Sip-
ilä’s Government is to bring the Finnish econ-
omy to a path of sustainable growth and
increasing employment, and to secure the
funding of public services and social secu-
rity. The growth of public debt to GDP
will be halted by the end of the parliamen-
tary term and no further debt will be in-
curred after 2021. During its term in of-
fice, the Government is committed to making
the savings and restructuring decisions neces-
sary to bridge the EUR 10 billion sustainabil-
ity gap in general government finances. The
focus of taxation will shift from taxation of
labour and entrepreneurship to environmen-
tally- and health-motivated taxation in par-
ticular. The total tax rate will not rise during
the parliamentary term. In accordance with
the Government Programme, measures have
been launched immediately to balance gen-
eral government finances.

In addition to the debt target, the Govern-
ment has set targets for the general govern-
ment budgetary position related, on the one
hand, to the budgetary position of central
government, local government and the so-
cial security funds during the parliamentary
term and, on the other hand, to the com-

bined structural budgetary position of gen-
eral government in the medium term. These
include:

• central government deficit at most ½%
in ratio to GDP

• local government deficit at most ½%
in ratio to GDP

• surplus of earnings-related pension
funds approximately 1% in ratio to
GDP

• balance of other social security funds
approximately 0% in ratio to GDP.

If the targets are achieved, the general gov-
ernment budgetary position should be nearly
in balance during the parliamentary term.
With regard to the subsector-specific bud-
getary targets set by the Government for
general government finances in 2019, cen-
tral government finances will not, based on
the Ministry of Finance’s forecast, achieve its
target. It would appear, however, that the
budgetary targets of the social security funds
and local government will be achieved.

Achieving the objective of the sustainable
funding of general government finances re-
quires immediate savings, efficiency improve-
ments in public administration and service
provision, and measures to strengthen con-
ditions for economic growth. In addition to
these fiscal policy objectives, the Government
has set as targets increasing the employ-
ment rate to 72% and increasing the number
of people in employment by 110,000 during
the parliamentary term. Measures aimed at
increasing employment and reducing unem-
ployment will promote growth and strengthen
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public finances.

The Government Programme includes an ex-
penditure benchmark, aimed at controlling
the development of on-budget expenditure,
which sets a maximum limit for most (ap-
proximately 80%) of on-budget expenditure
and covers the entire parliamentary term. Ex-
penditure that changes according to cyclical
conditions and automatic stabilisers, central
government debt interest expenditure and fi-
nancial investments remain outside the ex-
penditure benchmark as well as the central
government spending limits adopted on the
basis of it.

Fiscal policy rules

Finland’s general government fiscal targets
are governed by national and EU regulations,
particularly the Stability and Growth Pact,
which requires that Member States maintain
structural balance in general government fi-
nances and avoid excessive budget deficits
and public debt.

EU legislation sets three fiscal policy rules
for the management of general government
finances:

• The general government deficit must
not exceed 3% in ratio to GDP.

• Public debt must not exceed 60% in
ratio to GDP.

• In addition, a medium-term objective
(MTO) must be set for the struc-
tural balance of general government fi-
nances.

The MTO for the structural balance of -0.5%
in ratio to GDP, set by the Government in
spring 2016, remains unchanged. The struc-
tural adjustment towards the MTO required
from Finland is 0.5% of GDP in 2016. From
2017 onwards, the adjustment requirement
will rise to 0.6% in ratio to GDP and will re-
main there until the MTO has been achieved.
Finland fulfilled the requirements of the pre-
ventive arm of the Stability and Growth Pact
in 2015.

According to the September forecast, the
general government deficit will be 2.4% in
ratio to GDP in 2016 and 2.6% in 2017.
Finland will therefore meet the deficit crite-
rion. The European Commission has stated
that Finland will also meet the debt crite-
rion, even though general government debt
exceeded the 60% reference value in 2015.
According to the forecast, the debt ratio will
rise to 64.3% in 2016 and 65.8% in 2017.

According to the Ministry of Finance fore-
cast, a particular risk with respect to 2017
is that Finland will not comply with the Sta-
bility and Growth Pact. The issue will be
considered in more detail in the 2017 draft
budgetary plan, to be submitted to the EU
for approval in October.
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Competitiveness pact

The labour market organizations signed a
Competitiveness Pact in June 2016. The ob-
jective of the pact is to improve Finnish com-
panies’ price competitiveness in the global
market, increase exports and employment,
and accelerate economic growth. To achieve
the objectives, unit costs of production will
be reduced by approximately 4%. The pact
will contribute to achieving the Government’s
target of 110,000 new jobs during the parlia-
mentary term.

The objective of the Com-
petitiveness Pact is to 
improve Finnish companies’
price competitiveness, 
increase exports and 
employment, and accelerate 
necoomic growth.

The coverage of pact rose by the beginning of
September to more than 90% of wage earn-
ers. The Government, employers and em-
ployees are committed in the Competitive-
ness Pact to measures, which include:

• Annual working time will be extended

by 24 hours.
• Public sector holiday bonuses will be

reduced by 30% in 2017−2019.
• Employers’ social insurance contribu-

tions will be reduced and partly trans-
ferred to wage earners for payment.

• Existing collective agreements will con-
tinue to 2017 without any pay in-
creases.

• The basic component of the adult ed-
ucation allowance will be reduced by
15% and the maximum duration of the
allowance will be cut from 19 months
to 15 months.

• The Government will support the pact
with tax concessions.

The next section of this review will examine
the impacts of the Competitiveness Pact only
on the central government budget. Pages
23–24 of the Ministry of Finance’s autumn
2016 Economic Survey examine the impact
of the Competitiveness Pact on general gov-
ernment finances as a whole in the next few
years, taking into account, for example, the
impact on local government finances and so-
cial security funds.

Impact of the Competitiveness
Pact on the central government
budget in 2017

The Competitiveness Pact will increase the
central government budget deficit by just un-
der EUR 900 million in 2017. The change
arises from a net increase in the appropriation
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requirement of over EUR 400 million and a
net decrease in tax revenue of over EUR 400
million.

Measures strengthening the central
government budgetary balance

As a consequence of the Competitiveness
Pact, central government operating expen-
diture, central government transfers to local
government, and central government funding
for education will decrease by just over EUR
500 million. Expenditure will be reduced by
payment changes in social insurance, holi-
day bonus cuts and the extension of working
time.

• Central government operating expendi-
ture will decrease as labour costs fall by
just under EUR 130 million.

• Central government transfers to mu-
nicipalities will decrease by just over
EUR 370 million as municipalities’
labour costs fall.

• Central government funding for univer-
sities and universities of applied sci-
ences will be reduced by just over EUR
20 million as result of lower personnel
costs.

Measures weakening the central gov-
ernment budgetary balance

The central government budgetary balance
will be weakened by a decline in tax revenue,
an increase in central government funding

to the Social Insurance Institution of Finland
(Kela) for health insurance expenditure and
an increase in compensation payable to mu-
nicipalities for tax concessions.

• Central government tax receipts will
be reduced by the tax concessions on
earned and pension income as well as
by the impact of changes in social
insurance contributions on earned in-
come tax receipts. On the other hand,
corporate tax revenue is expected to
grow. In net terms, tax receipts are ex-
pected to be just under EUR 420 mil-
lion lower.

• The increase in the central govern-
ment’s appropriation requirement will
be greater than savings. The ma-
jor factor impacting the increased ap-
propriation requirement is changes to
health insurance contributions, which
will increase central government fund-
ing for Kela’s expenditure. The tax
concession for those on low-incomes as
well as the changes to the adult ed-
ucation allowance and unemployment
insurance contributions will also affect
the central government’s funding con-
tribution for Kela’s expenditure. The
central government’s funding contribu-
tion will grow by just over EUR 690
million.

• The central government will compen-
sate municipalities for tax revenue
losses arising from earned income tax
concessions. This will increase central
government transfers to local govern-
ment by EUR 270 million.
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Budget figures for 2017

The central government budget consists of
central government on-budget revenue and
expenditure. Central government on-bud-
get finances is a more limited concept than
central government finances, because cen-
tral government finances include, in addition
to central government on-budget finances,
the finances of central government funds and
state-owned enterprises that lie outside on-
budget finances.

The tutkibudjettia.fi 
service will help 
in visualising central 
government expenditure  
andrevenue estimates.

Expenditure

The appropriations of the budget proposal
amount to EUR 55.2 billion, which is EUR
0.8 billion more than in the actual 2016 bud-
get. Taking into account the increase in price
levels and the structural changes to the bud-
get proposal, appropriations will increase by
approximately 0.7% in real terms from the

actual 2016 budget.

Among the factors contributing to the in-
crease in the level of central government ap-
propriations are the net increase in appropri-
ations allocated to key Government projects
and changes caused by the competitiveness
package. Expenditure will also be increased
by certain automatic factors, such as growth
in central government age-related pension
expenditure. Consolidation measures in ac-
cordance with Annex 6 of the Government
Programme, on the other hand, will reduce
central government expenditure by approxi-
mately EUR 0.5 billion from 2016. Immigra-
tion-related expenditure will decrease by ap-
proximately EUR 180 million compared with
the 2016 budgeted figure.

Budget appropriations
amount to EUR 55.2  billion
and revenue before
borrowing EUR 49.7  billion.
Central government debt
will rise to EUR 111.0 billion.
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Tax revenue

Central government on-budget revenue (ex-
cluding net borrowing) is estimated to be ap-
proximately EUR 49.7 billion, with tax rev-
enue accounting for approximately 84%, i.e.
EUR 41.6 billion. Tax revenue is expected
to grow by approximately 2% in 2017, i.e.
by approximately EUR 0.6 billion compared
with the figure budgeted in the 2016 budget
and supplementary budgets. Slow economic
growth will continue to constrain growth of
tax bases in 2017, in addition to which tax
criteria changes will reduce tax receipts. A
number of changes that reduce taxation in
accordance with the Government Programme
will be implemented in 2017. In addition,
taxation will be eased to support the Com-
petitiveness Pact.

Deficit and debt

The central government budget proposal for
2017 shows a deficit of EUR 5.5 billion, which
will be covered by increased borrowing. The
deficit will decrease slightly compared with
for 2016 budgeted figure (taking into account

already approved supplementary budgets). In
national accounting terms, the central gov-
ernment deficit for 2017 is expected to be ap-
proximately 2.8% in ratio to GDP. At the end
of 2017, central government debt (including
debt of off-budget entities) is expected to be
approximately EUR 111.0 billion, which is ap-
proximately 51% in ratio to GDP.

Adjustment measures

The 2017 budget appropriations take into
account the consolidation measures outlined
in the Government Programme, which were
supplemented in the 2017–2020 General Gov-
ernment Fiscal Plan. The significant consoli-
dation measures reducing central government
expenditure that enter into effect in 2017
include savings directed at earnings-related
unemployment security, financial aid for stu-
dents and special central government funding
for the education and research activities at
the University of Helsinki and the University
of Eastern Finland. In addition, an across-
the-board reduction of 0.85% will be made
to index-linked expenditure. The impact of
a number of savings measures will grow in
2017.
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Local government finances

Municipalities organise for their inhabitants
basic public services such as education,
health and social services. The services are
funded partly with the municipalities’ tax rev-
enue, which consists of municipal income tax
(85% of tax revenue), real-estate tax (8%)
and a share of corporate tax revenue (7%).
The central government contributes to fi-
nancing public services through a system of
central government transfers.

Local government loan portfolio
still increasing

Total local government expenditure and rev-
enue will develop sluggishly in 2016−2020
by historical standards. The result for the
financial year is expected to strengthen in
the next few years, but to weaken again at
the end of the decade. Local government fi-
nances will be bolstered by the municipalities’
and joint municipal authorities’ own consoli-
dation measures in 2016, measures in accor-
dance with the Government Programme, and
the pension reform that comes into force in
2017. The central government measures in-
cluded in the budget proposal are expected to
strengthen the financial position of local gov-

ernment by a net amount of approximately
EUR 40 million compared with 2016.

Municipalities’ tax receipts are projected to
be approximately EUR 21.8 billion in 2017,
which is approximately 0.7% less than the
previous year. Tax criteria changes made in
earned income taxation, taking the Compet-
itiveness Pact into account, will reduce mu-
nicipal income tax revenue by a net amount
of approximately EUR 390 million in 2017.
Municipalities will, however, be compensated
in full for changes in tax revenue arising from
tax criteria changes. Increases made to real-
estate taxation, on the other hand, will in-
crease tax revenue by a total of approximately
EUR 55 million.

In 2017 the central government will allocate
to municipalities central government trans-
fers and grants totalling EUR 10.3 billion,
which is approximately 7% less than bud-
geted for 2016. The most significant fac-
tors contributing to the decrease in central
government transfers are the transfer of the
calculation and payment of basic social as-
sistance from the municipalities to Kela and
a reduction related to the Competitiveness
Pact.

The central government participates in the
financing of basic public services via the sys-
tem of central government transfers to local
government. In 2017 the central government
transfer percentage for municipalities’ basic
public services is 25.23%. The municipalities
will therefore finance 74.77% of basic public
services. A total of EUR 9.4 billion will be
allocated in 2017 to imputed central govern-
ment transfers. Factors decreasing central
government transfers include a reduction re-
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lated to the Competitiveness Pact, a EUR 75
million additional saving in index-linked ex-
penditure, and a EUR 50 million cut in cen-
tral government transfers decided on in the
previous parliamentary term.

Local government finances are faced with ex-
penditure pressures arising from growth in
the need for services, investments, the repair
debt and an expansion of services and infra-
structure in growth centres. Moreover, inter-
nal financing will be insufficient to cover net
investment. The imbalance that has arisen
between local government revenue and ex-
penditure has led to an increase in the local
government loan portfolio. The loan portfo-
lio rose in 2015 to a total of EUR 17.4 billion
and threatens to grow to more than EUR 20
billion by 2020.

In national accounting terms, the local gov-
ernment deficit was 0.6% in ratio to GDP in
2015. The deficit is expected to fall slightly
in 2016 and to remain at approximately the
same level in 2017–2020. The budgetary po-
sition target set in the General Government
Fiscal Plan for local government lending is
therefore achievable. A deficit of 0.5% at
most has been set as the budgetary position
target in 2019.

Health, social services and 
regional government reform

In the health, social services and regional gov-
ernment reform, duties of the municipalities
and joint municipal authorities will be trans-
ferred to the counties. Responsibility for or-
ganising health and social services will be
transferred to 18 counties in 2019. Respon-
sibility for organising rescue services will be
transferred to five counties from the begin-
ning of 2019. The Government will submit
proposals on the reform to Parliament by the
end of 2016. A provisional administration for
the counties, which will prepare the imple-
mentation of the reform, is due to start its
work on 1 July 2017.

The objective of the health, social services
and regional government reform is to reduce
wellbeing and health disparities between peo-
ple, improve the equality, availability and ef-
fectiveness of services and reconcile regional
state administration and county government.
A further objective of the reform is to reduce
the sustainability gap in general government
finances by EUR 3 billion by 2030, which will
require healthcare and social welfare expen-
diture to grow in the future by no more than
0.9% per year in real terms. Without the
reform, expenditure is projected to grow, on
average, by 2.4% per year.

The transfer of responsibility for organising
health and social services will have a signifi-
cant impact on municipalities’ activities and
finances. The total cost of health and so-
cial services, rescue services and environmen-
tal healthcare services to be transferred from
the municipalities to the counties will be EUR
17.7 billion in 2016. These duties represent,
on average, 57% of the municipalities’ oper-
ating expenditure at the 2016 level. After the
reform, the municipalities’ operational expen-

15



diture will be focused mainly on early child-
hood education as well as pre-school and ba-
sic education.

The Government is also preparing the trans-
fer to the counties of the duties of the Public
Employment and Business Services, the Cen-
tres for Economic Development, Transport
and the Environment, the Regional State Ad-

ministrative Agencies and the Regional Coun-
cils. The legislative changes are due to be
implemented from the beginning of 2019, at
which time the activities of the Centres for
Economic Development, Transport and the
Environment, the Public Employment and
Business Services and the Regional Councils
will be discontinued.

16



Central government EU revenue and
expenditure

On 30 June 2016, the Commission issued
its proposal on the European Union budget
for 2017. The proposal’s total commitments
to programmes within the multiannual finan-
cial framework amount to EUR 156.6 billion,
while total payments amount to EUR 134.3
billion. The EU budget proposal amounts to
approximately 1% of the EU’s total GDP.

The budget proposal focuses on measures
to promote employment, investment and
competitiveness, which will support budding
European economic growth. The second
key area of focus is measures arising from
the refugee crisis and irregular immigration,
which have been financed from the EU bud-
get with a total of approximately EUR 10.5
billion in 2015−2016. The 2017 EU bud-
get proposal includes a total of approximately
EUR 5.2 billion for funding allocated to mi-
gration, with the aim of enhancing policy
measures to promote freedom, justice and se-
curity in the EU and to combat terrorism and
organised crime. In addition, investment in
activities outside the EU is intended to pro-
mote democracy, peace, solidarity and stabil-
ity. At the same time, the goal is to reduce

poverty by investing in states neighbouring
the EU and supporting countries preparing
for EU membership, and to promote the EU’s
fundamental values worldwide.

At a meeting of the Council in July 2016, the
level of payments was reduced on the pro-
posal of the Commission by approximately
EUR 1.1 billion (including so-called special
instruments). In the next stage, the bud-
get will be submitted to the European Par-
liament for consideration in September 2016.
The 2017 budget will be finally approved in
November-December 2016.

The EU budget is financed in full from the
EU’s own resources. These consist of tra-
ditional own resources (duties and levies on
sugar production, approximately 15%) as well
as payments based on the value-added tax
base (approximately 14%) and gross national
income (approximately 70%). In addition,
the EU collects a small part of its revenue
in the form of pension contributions, inter-
est and fines (approximately 1%). Own re-
sources are not permitted to exceed 1.23% of
the Member States’ total gross national in-
come. Parliament and Council decisions con-
cerning the EU’s annual expenditure and rev-
enue must fall within the financial framework
adopted for 2014–2020.

At central government level, Finland is ex-
pected to contribute EUR 1.96 billion to the
EU budget and the European Development
Fund in 2017. This would represent a EUR
39 million reduction in contributions com-
pared with the figure budgeted for 2016. Fin-
land’s share of the UK’s budgetary rebate of
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approximately EUR 4.9 billion will be EUR
130 million in 2017. Finland is expected to
receive approximately EUR 1.06 billion from

the EU budget, which is EUR 105 million less
than the projected figure for 2016.
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Highlights of the budget proposal

Taxation

Taxes on income and wealth

• Taxation of labour will be reduced by
EUR 515 million due to the Compet-
itiveness Pact and the Government’s
tax concessions. Taxation of pension
income will be correspondingly eased,
reducing tax revenue by approximately
EUR 135 million on an annual basis.

• The reduction in the deductible propor-
tion of mortgage interest will continue.
The domestic work credit will be in-
creased.

• Generational changes in forest hold-
ings will be facilitated by introducing
a forest gift deduction, and incentives
to engage in business activity will be
strengthened with a new tax deduction
for entrepreneurs.

• The inheritance and gift tax scales
will be eased to promote generational
changes in farms and other businesses.

Excise duties

• The excise duty on sweets and ice
cream will be abolished and minor
changes will be made to the tax base
of the excise duty on soft drinks.

• The tobacco tax will be raised in 2017
in two stages and a tax on electronic
cigarettes will be introduced.

• The tax on transport fuels and on heat-
ing, power plant and working machine
fuels will be increased.

• Mining activity will be returned to
within the scope of the electricity tax
rate.
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Other taxes

• The car tax will be eased gradually dur-
ing the parliamentary term.

• The base tax component of the annual
tax on vans and cars will be increased
from the beginning of 2017. In addi-
tion, a tax on registered boat and light
motor vehicles is due to be introduced
during 2017.

Appropriations

Finland 100

Finland celebrates the centenary of its inde-
pendence in 2017. The centenary year pro-
gramme will be built around the ‘Together’
theme in collaboration with various partici-
pants. To mark the centenary year, a new
national park, Hossa in Suomussalmi, will be
opened in June 2017. In addition, the central
government will contribute to the funding of
the Helsinki Central Library. A total of EUR
10.1 million in 2017 is proposed for imple-
menting the centenary year programme.

Administration

In addition to the Competitiveness Pact,
all central government operating expenditure
will be affected by a number of operating
expenditure savings. Operating expenditure
savings in accordance with the Government
Programme will grow by EUR 30 million in
2017. Other expenditure savings decided by
the present Government include, for example,
an enhancement of the procurement process,
aimed at saving EUR 5 million in 2017. In
addition, an annual 0.5% productivity saving
directed at operating expenditure from the
previous parliamentary term will increase the
saving by just over EUR 20 million in 2017.

Art and culture

The level of lending compensation payable
to authors for lending from public libraries
will be raised to EUR 15.6 million in 2017
(including value-added tax). The increase
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means that the level of lending compensation
payable to authors of protected works will be
raised to the level of the other Nordic coun-
tries in the manner required by Parliament.

General education

The matriculation examination will be de-
veloped to support the general objectives of
education and to facilitate broader utilisa-
tion of the examination for student selection
in higher education institutions. The intro-
duction of information and communications
technology will be implemented in the exam-
ination in stages by 2019.

Vocational education and train-
ing

Vocational education and training will be re-
formed to increase its social effectiveness.
The aim of the reform is, among other
things, to remove overlaps in education and
to tighten cooperation with working life. A
common individualisation process will be in-
troduced in the reform. At the same time,
steering and financing systems in vocational
education and training will be reformed, as
will ways of gaining qualifications. Prepara-
tion of the reform will be completed by the
end of 2017 and it is due to come into force
in 2018. The funding of vocational upper

secondary education and training will be re-
duced in connection with the implementation
of the reform by EUR 190 million.

Higher education institutions

Research funding and research institutions
will be reformed so that resources are redi-
rected in accordance with the changing needs
of society. An additional appropriation of ap-
proximately EUR 30 million will be allocated
to enhance digital learning environments in
higher education and to improve opportuni-
ties for all-year-round learning. In addition,
the grant authorisation of the Academy of
Finland will be increased by EUR 30 million
and allocated to promote scientific work by
young researchers.

Financial aid for students

A reform of financial aid for students is un-
der way. In the reform, the levels of the study
grant will be standardised, the grant period
will be shortened and the central government
guarantee for student loans will be increased.
In future, parents’ income will not reduce the
amount of the study grant with respect to 18
and 19 year-old upper secondary education
students who live independently. In addition,
a student’s own income limits will be linked

22



to the Index of Wage and Salary Earnings.
The increase in the amount of study grant
and housing supplement recoverable on the
basis of a student’s own income will be mod-
erated from 15% to 7.5%. The reform will
result in a total saving of central government
expenditure of approximately EUR 46 million
in 2017.

Students will be transferred to within the
scope of the general housing allowance as of
1 August 2017. From the standpoint of gen-
eral government finances, the change will be
implemented is a cost-neutral way, so that
any additional costs are covered from within
the main title of the Ministry of Social Affairs
and Health.

Health and social services

The changes to be implemented in health
and social services will have an impact on
the central government transfers payable to
municipalities. The development of informal
and family care will continue. In this con-
text, a net EUR 60 million increase com-
pared with the actual 2016 budget will be
allocated to the central government trans-
fer for basic public services. A number of
changes will be made in care services for the
elderly. An increase of EUR 5 million will be
allocated to home care for the elderly. On
the other hand, certain services prescribed
in the Act on Care Services for the Elderly
will be discontinued, which will reduce the
central government transfer by approximately
EUR 7 million. Revising the quality recom-
mendation related to the staff-client ratio in
services for the elderly will reduce the central
government transfer by approximately EUR 6
million. Emergency and specialised medical
care in health and social services will be cen-
tralised in five university hospitals and seven

other emergency service hospitals. This will
reduce the central government transfer to
municipalities by approximately EUR 19 mil-
lion.

In 2017–2018, the Government will launch
service voucher and basic income pilot stud-
ies, which are part of the implementation of
the Government’s key projects in the area of
wellbeing and health. To these key projects
will be allocated EUR 56 million for 2017,
which is EUR 32.5 million more than in the
actual 2016 budget.

Social benefits and health insur-
ance reimbursements

As part of the across-the-board cut directed
at benefits, child allowances will be reduced
by 0.91%. This is expected to deliver EUR
11.7 million in savings to the central gov-
ernment. The reduction will not be applied
to the supplementary child allowance paid to
single parents. Prescription drug reimburse-
ments will be reduced from the beginning of
2017 by EUR 134 million, which will save
EUR 60 million in central government expen-
diture.
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Promotion of health and 
functional ability

It is proposed that the chicken pox vaccine
be included in the national immunisation pro-
gramme. The change will increase appropri-
ations in 2017 by an estimated EUR 4.2 mil-
lion. It is also proposed that the tick-borne
encephalitis (TBE) vaccine be included in the
national immunisation programme for all in-
habitants of the Åland Islands and the munic-
ipalities of Parainen and Simo as well as for
inhabitants of other municipalities who spend
more than 4 weeks in natural settings in these
areas. The estimated cost of the expansion
is approximately EUR 120,000.

National Genome Centre and 
National Cancer Centre

A National Genome Centre will be estab-
lished in Finland, aimed at developing Fin-
land into a pioneer and internationally desired
partner in healthcare, high-level research and
global business that utilises genome data, i.e.
data on the entire human genome. In accor-
dance with the genome strategy, the activity
of biobanks will be enhanced and a National
Cancer Centre established. A total of EUR
17 million will be allocated in 2017–2020 to
the establishment costs of these centres, of
which EUR 5.8 million will be allocated in
2017.

Pensions paid by the central 
government

Pensions paid by the central government in
2017 will total approximately EUR 9.3 billion,
of which EUR 4.5 billion will be paid from the
main title of the Ministry of Social Affairs and

Health and EUR 4.8 billion from the main ti-
tle of the Ministry of Finance. The Govern-
ment will implement a one-off pension sub-
sidy for long-term unemployed people over 60
years of age. The pension subsidy will apply
to people over 60 years of age who have been
unemployed for five years, and its cost will be
approximately EUR 38 million in 2017.

Employment policy

The Government is preparing to transfer re-
sponsibility for organising employment and
business services to the counties from the
beginning of 2019. Regional trials of job
seeker- and employer-oriented employment
services will be implemented in 2017–2018,
aimed at creating a customer-oriented oper-
ating model. In the trial areas, responsibility
for organising employment and business ser-
vices will be transferred to a county body.

To remove incentive traps, the young peo-
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ple’s rehabilitation allowance and the reha-
bilitation allowance for vocational rehabili-
tation payable to young people will be in-
creased to the level of guaranteed pension,
the use of the rehabilitation allowance for
vocational rehabilitation will be extended to
general education, and everyone receiving the
young people’s rehabilitation allowance will
also be paid compensation for travel costs
and a study materials allowance. The mini-
mum amount of rehabilitation allowance will
be linked to the National Pensions Index.
The proposal will increase central govern-
ment expenditure by EUR 14.2 million.

As part of the Government’s employment
package, an additional EUR 17 million is pro-
posed for the operating expenditure of the
Public Employment and Business Services to
enhance service activities so that, for all un-
employed job seekers, an employment plan
will be prepared, an interview arranged at
3-month intervals, and the enforcement of
sanction rules ensured within the scope of
current legislation.

A total of EUR 14.5 million will be allo-
cated to a competence programme for young
adults, youth workshops and outreach youth
work.

A new production incentive is proposed for
the audio-visual sector, aimed at improving
Finland’s competitiveness as a location for
both domestic and international productions.
Due to the reform, it is proposed that Tekes’
grant authorisation be increased by EUR 9.5
million.

Unemployment security

To implement the EUR 200 million saving
in accordance with the Government Pro-
gramme, the waiting period for unemploy-
ment security will be lengthened, the higher
components of earnings-related unemploy-
ment security reduced, the higher component
for long working careers abolished completely
and the maximum duration of unemployment
benefit shortened by 100 days. The change
will save EUR 20 million in central govern-
ment expenditure.

Unemployment security will be reformed in a
more active way that supports employment.
The use of unemployment benefits will be
expanded to finance mobility grants, start-
up grants and wage subsidies. The poten-
tial uses of start-up grants will be expanded.
The number of people receiving wage subsi-
dies will grow significantly. As part of the
reform, the expenses compensation of stu-
dents studying independently on unemploy-
ment benefit will be abolished, which will
save approximately EUR 29 million in central
government expenditure. Paying expenses
compensation for the time of a trial work
placement to young people lacking vocational
education and training will increase central
government costs by EUR 7 million.
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Immigration

Approximately 10,000 asylum seekers are
projected to arrive in Finland in 2016 and
in 2017. The proportion of asylum seek-
ers receiving a favourable asylum decision is
expected to be 24% in 2016 and 30% in
2017. The number of positive family reuni-
fication decisions is expected to amount to
1,000 people per year. The table below sum-
marises the estimated additional expenditure
arising from asylum seekers compared with
the 3,000–4,000 annual number of asylum
seekers recorded in previous years. In 2017
expenditure arising from the asylum seeker
situation is expected to decrease by approx-
imately EUR 180 million compared with the
figure budgeted for 2016. The focus will shift
from reception expenditure to integration ex-
penditure as those who are granted asylum
are transferred from reception centres to mu-
nicipalities.

In the administrative branch of the Min-
istry for Foreign Affairs, additional expendi-
ture will arise mainly from personnel resource
needs in embassies related to family reunifi-
cation applications.

In the administrative branch of the Ministry
of Justice, expenditure will arise from an in-
creased number of appeals to courts of law

and from the use of legal-aid counsel in the
asylum application process. The focus is in-
creasingly shifting from private to public le-
gal aid. To legal aid will be allocated EUR 11
million in 2016 and EUR 8 million in 2017.
Additional expenditure of EUR 12 million in
2016 and EUR 11 million in 2017 has been
budgeted for courts of law. A number of leg-
islative amendments will enhance and accel-
erate the processing of asylum appeals in the
Administrative Courts and in the Supreme
Administrative Court.

In the administrative branch of the Ministry
of the Interior, additional reception expendi-
ture (including the Finnish Immigration Ser-
vice and payable allowances) will be EUR 240
million in 2017, which is EUR 277 million less
than in 2016. In 2017 there is expected to
be 13,000 people within the reception sys-
tem, and reception expenditure is estimated
to be EUR 50 per person per day. Approx-
imately EUR 14 million will be allocated for
Police deportation and transfer expenditure
and EUR 5.8 million for voluntary repatria-
tions in 2017. The number of quota refugees
will remain at 750 in 2017. EU joint decisions
to transfer (internal transfers) and relocate
asylum seekers will also affect Finland.

The appropriations of the administrative
branch of the Ministry of Finance will be in-
creased by approximately EUR 130,000 for
registration duties in register offices.

The appropriations of the administrative
branch of the Ministry of Education and Cul-
ture will be increased by approximately EUR
25 million in 2016 and 2017 due to an in-
crease in student numbers in basic educa-
tion. In the basic education of those who
have reached the age of compulsory school-
ing, appropriations for 2017 will grow by EUR
8 million. Vocational education and training
will be increased by 2,000 student places, to
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which full central government funding, i.e.
EUR 21 million, will be allocated.

In the administrative branch of the Ministry
of Employment and the Economy, additional
expenditure in integration compensation will
increase from EUR 57 million in 2016 to EUR
115 million in 2017. The increase in integra-
tion education and training will be just over
EUR 30 million in both years.

In the administrative branch of the Ministry
of Social Affairs and Health, the increased
number of asylum seekers will impact ex-
penditure on child allowances, housing al-
lowances, labour market support and health
insurance. The additional expenditure is pro-
jected to be EUR 89 million in 2016 and EUR
106 million in 2017. Based on the Aliens Act,
it is proposed that, instead of labour mar-
ket support, an integration allowance be paid
to unemployed job seekers who have been
granted a residence permit in Finland. The
change is expected to reduce labour market
support expenditure by EUR 3.4 million and
to increase social assistance expenditure by
EUR 1 million in 2017.

Public order and safety

The number of starting places in Police train-
ing will be increased to 400, and it is pro-
posed that an additional appropriation of

EUR 0.4 million be granted for this purpose.
In addition, a EUR 5 million appropriation
increase will be made to Police operating ex-
penditure for tackling the shadow economy
and combating terrorism.

A number of structural reforms will be imple-
mented in the administrative branch of the
Ministry of Justice. Under the legal aid of-
fices, legal aid districts will form six agencies
from October 2016. In addition, a restruc-
turing of enforcement procedures and the
Finnish Prosecution Service is under prepa-
ration, and this will be completed in 2018.
The number of District Courts is due to be
reduced from 2017. The activities of the
Criminal Sanctions Agency will be developed
within the present prison network. To safe-
guard functional capacity, an appropriation
increase of EUR 3.7 million is proposed for
the Criminal Sanctions Agency.

An appropriation of EUR 8 million is pro-
posed for compensation corresponding to for-
feited confiscation orders. In criminal cases,
the complainant has an opportunity to seek
compensation from the Legal Register Cen-
tre in cases where the proceeds of crime have
been forfeited to the state and the confisca-
tion order has been enforced. The procedure
seeks to reconcile the proceeds of crime re-
ceived by the offender or a third party and
the associated compensatory damages.

National defence and crisis 
management

An appropriation of EUR 480 million will be
allocated for defence materiel procurement,
which is EUR 65 million less than in actual
2016 budget. The decrease is mainly attrib-
utable to changes in the timing of expendi-
ture for order authorisations made earlier and
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to an appropriation transfer to operating ex-
penditure.

The budget proposal includes three new order
authorisations:

• Expenditure related to the order autho-
risation (EUR 519 million) for the de-
velopment of defence materiel is sched-
uled for 2017–2025.

• For the Defence Forces’ operating ex-
penditure is proposed a EUR 181 mil-
lion order authorisation for the purpose
of acquiring, among other things, vehi-
cles, spare parts and materiel mainte-
nance services.

• Expenditure (EUR 32 million) for the
acquisition of maintenance and flight
training services for a training system
to replace the Air Forces’ present Vinka
training system is scheduled for 2017–
2024.

Development cooperation

A total of EUR 0.9 billion is proposed for
international development cooperation. The
level of development cooperation appropria-
tions in 2017 is expected to be 0.40% of gross
national income.

Arctic issues

Finland will hold the Presidency of the Arc-
tic Council in 2017–2019. A total of EUR 1.8
million will be allocated to Baltic Sea, Bar-
ents and Arctic region cooperation, which is
EUR 0.2 million more than in 2016. The ob-
jective is also to promote the channelling of
international funding to Finland for impor-
tant projects.

Agriculture and food economy

To ease the profitability situation of agricul-
ture, additional EUR 16.7 million will be allo-
cated to national aid for agriculture and hor-
ticulture and EUR 20.3 million to compen-
satory allowances in 2017.

Energy policy

An appropriation of EUR 273 million is pro-
posed for renewable energy production sub-
sidies, an increase of EUR 39 million from
2016. The growing need for funding is partly
due to changes in production capacity.

To improve the competitiveness of Finnish
industry, compensation support for the indi-
rect costs of emissions trading will be intro-
duced, for which an appropriation of EUR 43
million is proposed for 2017. Sectors speci-
fied in law that are particularly susceptible to
carbon leakage may receive support to com-
pensate for a higher electricity price resulting
from the price of emission allowances.

Transport

A total of EUR 1.9 billion will be allocated
to transport network investment and devel-
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opment, which is EUR 209 million more than
in the actual 2016 budget.

Five new transport projects will be launched
in 2017:

• Highway 6 Luumäki−Imatra,
• Highway 4 Oulu–Kemi,
• Highway 5 Mikkeli−Juva,
• Highway 12 Lahti southern by-pass and
• Helsinki−Turku, further planning of

high-speed rail link.

Additional funding for basic transport infra-
structure to reduce the repair debt will grow
by EUR 100 million. In addition, EUR 104
million of funding earmarked for new projects
will be transferred for this purpose. An ap-
propriation of EUR 83 million will contribute
to the construction of the Western Metro.

Housing construction

An interest subsidy authorisation of EUR 1.4
billion will be allocated to state-subsidised
housing production. The construction and
repair of housing for special groups will be
supported with EUR 130 million in invest-
ment grants. The excess interest payable on
the state-subsidised 40-year interest-subsidy
model will be reduced from 3.4% to 1.7%
until the end of 2019. Income limits will
be introduced in state-subsidised housing in
the Helsinki Metropolitan Area. The income
limits will be reviewed for new residents and
when people change homes, but they will not
affect the position of other residents. The
real-estate tax on unbuilt land will be in-
creased by EUR 9 million.
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Reading instructions and printable version

The budget review is a Mobie Zine HTML-
5-based publication also suitable for mobile
devices. This digital publication is readable
on all devices regardless of their operating
system or screen size (computers, tablets,
smartphones and TV receivers with a web
browser). The content of the publication is
automatically scaled to the currently active
screen size. You can enlarge pictures and di-
agrams to full screen size by clicking them.

When reading the publication on your com-
puter, you can easily move from one page

to another using the keyboard arrow keys,
and on a touch-screen device by swiping the
screen to the right or left.

You can open a printable PDF version by
clicking here.2

Feedback

How did you like our web publication?
Please share your opinion with us at Julka-
isutuotanto@vnk.fi3.

2http://verkkojulkaisut.vm.fi/zine/100/pdf
3Julkaisutuotanto@vnk.fi
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