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1 OBJECTIVES OF THE EMPLOYMENT POLICY
1.1 The Government's employment targets

The main target of the financial and employment policy of Prime Minister Matti Vanhanen's
Government was to increase employment by a minimum of 100,000 people during the government
term 2003-2007. The aim was to increase the employment rate and decrease unemployment in the
area of each Employment and Economic Centre and decrease regional differences in
unemployment. A significant increase in the employment rate would safeguard the financing basis
of welfare services and the public finances.

Over the longer term, at least two important forces of change will affect the operational
environment of the Finnish economy and labour market: the ageing of the population and a
dramatic change in the international division of labour brought about by globalisation development.
The growth outlook of the economy and employment will in the next few years be curbed by the
declining offer of labour, which is why safeguarding the availability of skilled labour will be a
priority for the future success of the country. Growing global markets that are changing at a fast
pace offer numerous possibilities for competitive Finnish production. Being successful in the
competition and creating new jobs will, however, require a high degree of adaptability of the
economy and labour market. Even in the future, Finland's success will be built on strong skills and
entrepreneurship.

An increase of 100,000 people in the number of the employed during the government term would
mean that the average employment rate would go up to approx. 70% in 2007. The general target of
the EU employment strategy is to achieve an employment rate of 70%, an employment rate of 60%
for women and that of 50% for the aged workers (55-64-year-olds) by 2010. A decline in the
employment was recorded in the beginning of the Government term, but during the positive
economic trend of 2005-2006, the number of the employed went up by 79,000 people. In 2006, the
employment rate in Finland (age group 15-64) was 68.9%. Finland has already exceeded the
employment targets for women and ageing workers for 2010 in line with the Lisbon strategy.

Interadministrative employment and entrepreneurship programmes, the Finnish National Reform
Programme in keeping with the Lisbon strategy, and the strategy of the Ministry of Labour's
employment policy contribute to supporting the implementation of the employment targets in the
Government Programme. A significant part of the measures to develop the interadministrative
employment programme were implemented during the Government term. The main goals of the
programme are decreasing structural employment and increasing the offer of labour. The
Entrepreneurship Programme co-ordinates government measures that support entrepreneurs with
promoting practical projects as a priority.

1.2 Labour policy strategy

In the reporting year, the Labour Administration continued to implement the labour policy strategy
for 2003-2007-2010. The main priorities of the strategy are the following:

Reducing structural unemployment and preventing exclusion

Ensuring the availability of skilled labour

Enhancing labour productivity in a way that is sustainable in terms of quality
Creating preconditions for an active labour immigration policy

Increasing entrepreneurship and self-employment.
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The implementation of this strategy has involved projects targeting central priority areas,
performance guidance of the Ministry and regional governments and reinforcing co-operation with
other actors. In June 2006, the Ministry of Labour published the future outlook "Hyvéa tyoté ja
osaavaa tyévoimaa” ("Good work and skilled labour™) concerning the needs to develop the labour
policy in the forthcoming parliamentary term 2007-2011. This report estimates that with a
successful combination of policies and in conditions of favourable economic development, it will be
possible to achieve a net growth of 90,000-100,000 jobs, bring the employment rate up to a
minimum of 72% and decrease unemployment to less than 5%. In practice, this would approximate
the realisation of full employment by the year 2011. The Ministry of Labour will update the labour
policy strategy based on the objectives of the future outlook and the programme of the new
Government by June 2007.

1.3 The EU's employment strategy and the Finnish National Reform Programme 2005-2008

In 2005, the Council of Europe reformed the Lisbon strategy, placing economic growth and
employment in the forefront of European policy. Each EU member state outlines its employment
policy priorities in a three-year National Reform Programme. The Finnish National Reform
Programme for 2005-2008 was completed in October 2005. The preparation of the Finnish National
Reform Programme and the annual reporting on its implementation are co-ordinated by the Ministry
of Finance, while the Ministry of Labour assumes responsibility for the employment policy section.
In this Programme, increasing the employment rate and making the functioning of the labour
market more efficient were set as targets for the Finnish employment policy. Central measures in
achieving this include extending careers, matching the tax and benefit schemes and determination of
pay systems to increase the incentive effects of working, as well as alleviating the mismatch in the
demand and offer of labour. In October 2006, Finland submitted to the Commission an interim
evaluation concerning the implementation of the Lisbon strategy.

The Commission published its annual report on the implementation of the Lisbon strategy in
December 2006. This report contains an analysis of the progress made by the EU area in the
implementation of the community level Lisbon Reform Programmes and the Commission's
proposals for national recommendations. In case of Finland, the Commission did not put forward
any recommendations. The report notes that Finland has made excellent progress in the
implementation of the National Reform Programme. In the future political priorities, such as
extending careers, safeguarding the sustainability of public funding and alleviating the high
structural employment will continue to play an important role.

2 ECONOMIC DEVELOPMENT
Global economy

The long-term boom of the global economy continued in 2006. It is estimated that gross production
increased by over 5% and world trade by 8-9%. In the US, the increase in the production was an
average of 3.3% and in China 10.7%. The economic growth in the US was again based on strong
private consumption, even though it was feared in the autumn that the high oil prices and
disturbances in the housing market could even drive the country into a recession. On the other hand
the greatest problem of the country, the unbalance in the foreign trade, continued to deteriorate, and
the trade deficit (USD 764 billion) was exceptionally large.



The economic trends in Europe were better than expected in 2006. Production in the Euro zone
increased by 2.7%. Consumer demand was the most important element in the growth of production.
Exports and investments also went up. The improved employment situation speeded up private
consumption. The price increase at times exceeded the limit of 2%, and the Central Bank increased
its interest rate to 3%2 %.

The situation at the oil market continued tense, and the price of crude exceeded USD 70 a barrel at
times. Towards the end of the year, however, the price went down. The annual average of the oil price
(USD 65) exceeded the 2005 level by one fifth. The real price of oil has only been higher than this
during the second oil crisis in 1979-1980. The prices of raw materials went up by nearly 30%.

Economic trend in Finland

The growth of gross production speeded up considerably in Finland in 2006. Financial activity was
intense and wide-spread, but the growth figures were also affected by random factors, such as the
industrial unrest in the paper industry the year before. The GNP increased by 5.5% from its 2005
level. Economic development was speeded up by the positive development in the productivity of
labour. Its share in the growth was some 3.5 percentage points. Some 1% percentage points of the
growth were based on the increased labour input. In the future years, too, economic growth must
primarily be sought in factors improving productivity and the quality of employment, in case the
offer of labour will no longer increase due to the ageing of population.

All items of demand in the national economy facilitated economic growth in 2006. The sector
showing the fastest growth rate was exports (10.7%), even though the strengthening of the Euro
during the year contributed to undermining the competitiveness of exports outside the Euro zone.
The volume of production increased by over 5%. The current account surplus amounted to EUR
10.1 billion. Expenditure on consumption increased by 2.3%: private consumption expenditure by
3% and public expenditure on consumption by approx. 1%. Fixed investments went up by approx.
5%.

The indebtedness of households increased at a fast pace, and the savings ratio went down further.
The indebtedness was increased by the busy housing market. The increase in the purchasing power
of households remained at 1.6%, or at the same level as the year before. Towards the end of the
year, the average debt of households already corresponded to 97% of their annual income. The
increase in public consumption was 0.9%. The public expenditure remained within the scope of
budgetary discipline.

Even if the operating surplus of companies is on the increase and net lending has been strong for
years, the investment rate has hardly gone up. Typically for an economic boom, investments focus
on private projects, which were up by 5.6%. Private investments were increased by both house
building and residential building production in the early part of the year in particular, and
replacements of old machinery and equipment in companies. Public investments went up by 1.8%.



Figure 1. Change in GNP, exports, private consumption
expenditure and fixed investments
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Despite the more stringent financial policy, rising energy costs and rapid economic growth,
inflation pressures did not increase significantly in 2006. The consumer price index went up by
2.2% during the year, nearly one half of which was due to an increase in house prices and interest
rates. The decline in the prices of consumer electronics, IT technology and clothes continued. On
average, the consumer price index went up by 1.6%. Towards the end of the year, inflation
exceeded 2% for the first time in five years.

Earnings went up by 3%, or clearly more slowly than the year before. The timing of pay rises in
June in accordance with the income policy agreement alleviated their cost impact during the
reporting year, and neither did the wage drift become greater than before despite the tense situation
in the labour market. The unit wage cost went down in 2006 due to the positive productivity
development and moderate pay rises.

3 DEVELOPMENT OF THE EMPLOYMENT SITUATION
3.1 Demand for labour

In the reporting year, the development of employment was extremely positive. The average number
of the employed was 2,444,000. (Figure 2). This was an increase of 43,000 from the year before.
The average employment rate in 2006 (age group 15-64) was 68.9%. This was an increase of 0.9
percentage points from the previous year. The number of working age population (age group 15-64)
increased by 11,000 people. The 18% increase in the number of vacancies reported to the
Employment Offices is another indication of the increased demand for labour. Additionally, the
number of hours worked went up along with the improved employment situation.



Figure 2. The Demand and Supply of the Labour Force
and the growth of the total production
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The increases in employment concentrated in the private sector, in which the employed labour force
increased by over 41,000 people compared to the year before. In the public sector, this increase
totalled 2,000 people, mainly in the State services for such as the needs of Finland's Presidency of
the EU. In 2006, an average of 1,786,000 of the employed (73%) worked in the private sector,
507,000 (21%) in municipalities and municipal federations and 149,000 (6%) for the State. In the
Labour Force Survey, the figures for the public sector include the labour force of the State,
provincial government of the Aland Islands, agencies and institutions of municipalities and
municipal federations and State enterprises.

Employment went up in all the main sectors excluding agriculture and forestry, in which the
number of the employed went down by approx. 1,500 people (Figure 3). In agriculture and forestry,
a declining employment trend has prevailed for decades. The demand for labour was at its strongest
in the private services sector, in which the number of the employed went up by 32,000 people.
Approximately one half of these were in business and technical services. Jobs in the social and
health care industry went up by more than 5,000 in the private sector, but declined slightly in the
public sector. The number of the employed went up by 9,000 in transports and 3,000 in trade. The
construction industry employed 4,000 people less than the year before. Despite the job losses due to
globalisation development, the employment situation in the industries improved for the second year
running. The number of the employed in this sector went up by 5,000. In 2002-2004, the number of
the employed in the industries went down by nearly 40,000.



Figure 3: Changes in the number of employed persons by industry in 2006
compared to the corresponding quarters of the previous year
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Of the employed, 2,129,000 were wage and salary earners (87.1%) and 314,000 were entrepreneurs
and assisting family members (12.9%). The latter figure also includes farmers. The number of wage
and salary earners went up by 32,000 and that of entrepreneurs and assisting family members by
11,000. The year before, the number of entrepreneurs and assisting family members only went up
by 2,000. Of wage and salary earners, 1,382,000 were white-collar and 746,000 blue-collar
employees. The trend has for some time been for the share of white-collar workers in the wage and
salary earners to grow.

In 2006, the number of entrepreneurs excluding farmers was an average of 230,000. Of these,
141,000 were self-employed and 89,000 employers. 156,000 of the entrepreneurs were men and
74,000 women. The number of men categorised as entrepreneurs went up by 10,000 and that of
women by 1,000 in 2006. Of entrepreneurs who were employers, 66,000 were men and 23,000
women.

Of the employed labour force, 1,178,000 were women and 1,266,000 men. The number of
employed women went up by 20,000, or 1.7%, and that of employed men by 23,000, or 1.9%
compared to the year before. The employment rate of women went up by 0.8 percentage points to
67.3% and that of men by 1.0 percentage points to 70.5%.



The number of the employed increased in 2006 in all other age groups except for age groups 35-39
and 45-49. This increase was the greatest in the age group 60-64 (+21,000 people), as a result of
which the employment rate of this age group (37.2%) went up by 3.7 percentage points from the
previous year. In the age group 55-59, the employment rate went up by 1.9 percentage points to
67.3%. These figures show that an increasing number of ageing workers stay on in working life
longer than before. Essential reasons for the extending of careers include the favourable
development of the economy and employment situation, the pensions reform of 2005, measures to
develop working life and the increasing problems of finding labour. The rates of taking part in
working life are lower in Finland than in other Nordic countries. In recent years, however, the
difference to the other Nordic countries has become less significant.

The rate of taking part in working life is the highest for the age group in the best working age, or the
30-49-year-olds. In this age group, the employment rate was 84.1% in 2006. This was an increase of
0.8 percentage points from the previous year. The participation in working life of young people also
went up. The employment rate of those aged under 30 went up to 52.9% from the 51.9% of the year
before. The participation in working life of the ageing was at a slightly higher level than that of
young people, as the employment rate of the age group 55-64 was 54.6% in 2006.

In 2006, an average of 288,000 people or 13.5% of wage and salary earners worked part time
(Figure 4). Nearly two out of three of these were women. The corresponding figures for the year
before were 275,000 and 13.1 %. The number of those working part time went up by 14,000 and
their share by 0.4 percentage points. Approx. one out of three of all part-time workers worked part
time against their will, or had been laid off and were on a shortened working week. According to
the Labour Force Survey, there is no working time limit for part-time work. The information is
based on personal assessments of the interviewees. In Finland, the share of part-time work remains
rather low compared to many European countries. In the Netherlands, for instance, part-time work
has been consciously promoted by the employment policy.

The share of wage and salary earners in part-time work has increased since the years of recession in
the 1990's. There are many reasons for this trend, such as the extended opening hours of shops and
restaurants, increased competition, increasing numbers of students taking part in working life,
development of the IT technology, changes in the age limits of part-time pensions and the effects of
the 1990's recession. The extended opening hours in particular have resulted in a number of new
part-time jobs, which have been taken up by students. In the private services sector, the most central
explanation for the increasing number of part-time employees is students taking part in working
life. Part-time work was the most common in retailing and the restaurant sector. In these sectors, the
labour force is young, more than one out of three of the wage and salary earners work part time and
the share of students in those engaged in part-time work is nearly one half. Students are increasingly
taking part-time jobs while studying. According to the Labour Force Survey, the average number of
full-time pupils or students who worked was 127,000 in 2006. Their number increased by 20,000 in
2003-2006.

In 2006, approx. 31,000 people, or 1,000 less than the year before, were on part-time pensions. Of
these, 18,000 were in the private and 13,000 in the public sector. In the public sector, more than one
in four of part-time workers are on a part-time pension. In the private sector, this share is smaller by
one half.



Figure 4. Development in the numbers of the full-time and
part-time employed
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In 2006, 16.4% of wage and salary earners, or 348,000 people, worked in an employment
relationship for a fixed term. These figures for the year before were 16.2% and 345,000, indicating
an increase of 3,000 in fixed-term employment relationships. Nearly two out of three of those in
fixed-term employment relationships were women. Summer jobs and labour political subsidised
employment have a significant impact on the development of fixed-term employment relationships.
Over long term, the number of employment relationships for a fixed term has gone up slightly
(Figure 5). Compared to permanent employment relationships, they have increased more slowly.

Employment relationships for a fixed term are more common in the public than in the private
sector. Nearly one out of four public sector employees had fixed-term contracts, whereas only
slightly more than one out of ten private sector employees were in this situation. In 2003-2006, the
number of fixed-term employment relationships with the State have gone down, while their number
in municipalities and municipal federations as well as in the private sector have gone up. In 2006,
the share of wage and salary earners in a fixed-term employment relationship with the State was
23.9%, or one percentage point less than in 2002. This share for municipalities and municipal
federations was the same as for the State in 2006, but it had gone up by 0.7 percentage points since
2002. In the private sector, the share of wage and salary earners with an employment relationship
for a fixed term had gone up from 12.5% to 13% in this period.

In 2006, an average of 38,800 new vacancies were registered with the Employment Offices, or 18%
more than in the year before (Figure 6). The number of vacancies increased particularly in the
packaging, warehousing and stevedoring sector, road transports, information technology, guarding
and security sector and financial administration planning and accounting.



Figure 5. Development of fixed-term employment relationships
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Figure 6. New vacancies
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3.2 Supply of labour

In 2006, the labour force comprised on average 2,648,000 people, or 27,000 more than the year
before. Of the labour force, 52% were men and 48% women. Of the increase in the labour force
(Figure 7) 13,000 were men and 14,000 women. The number of people in age group 15-74 who
were outside the labour force went down by 12,000 people, of which 7,000 were women and 5,000
men. The number of male labour force increased by 15,000 and that of female labour force by
23,000 in 2003-2006. In the same period, the number of men outside the labour force went up by
12,000, whereas the number of women outside the labour force went down by 5,000.

The increasing average age of the population and retirements of the large age classes will result in
problems with the availability of labour in the years to come. Essential reasons for these problems

include the decreasing size of the new age classes entering the labour market and the extended time
period spent studying.

Figure 7. Changes in labour force numbers by gender
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The number of labour force went up in the areas of 13 Employment and Economic Development
Centres and only went down in the areas of 2 Centres (Figure 8). The year before, the number of
labour force had decreased in the area of 4 and increased in the area of 11 Centres. In the reporting
year, the supply of labour increased in the areas of the Employment and Economic Development
Centres of Central Finland, Southern Ostrobothnia and Southwest Finland, in all of which the
increase was a minimum of 2%. There was a decline in the labour force in the areas of the
Employment and Economic Development Centres of Satakunta (-1.1%) and Southeast Finland (-
0.7%).

The strong growth in the demand for labour has kept migration going. Migration within the country,
or mobility between municipalities, has been active in the last decade. Previously, immigration
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flows were mainly directed towards the large growth centres in the south, but during the last three
years the main part of migration within the country has taken place inside the provincial boundaries.

According to preliminary data, some 286,000 people changed their municipality of residence in
2006. This was a decrease of 4,000 in the number of removals compared to the year before. The
Provinces of Uusimaa, Tampere Region and Northern Ostrobothnia saw the greatest population
increases. The population in the Provinces of Southern Savo, Kymenlaakso and Kainuu, on the
other hand, went down.

A total of 22,700 people immigrated to Finland, which was the greatest figure since Finland became
independent. In 2005, the number of immigrants was approx. 21,400. In the reporting year, 12,100
people emigrated from Finland. The net immigration was thus 10,600 people, exceeding the
previous year's figure by 1,000.

Figure 8. Changes in labour force by the Employment
and Economic Development Centre, %
2006
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3.3 Development of unemployment

According to the Labour Force Survey of Statistics Finland, the number of the unemployed was an
average of 204,000 in 2006. This was a decrease of 16,000 compared to the year before. The
unemployment rate was 7.7%, or 0.7 percentage points less than the previous year (Figure 9). The
share remained the same as in 2005. In the period 2003-2006, the number of the unemployed has
gone down by some 33,000 and the unemployment rate by 1.4 percentage points from 9.1%. The
number of the concealed unemployed who were not part of the labour force was 99,000 people in
the reporting year, which is 2,000 more than the previous year. The concealed unemployed are
those who have not been actively looking for a job within the last four weeks, but who otherwise
are available for work. In proportion to the labour force, their share was 3.7%. The number of the
concealed unemployed has gone down by approx. one percentage point since 2002.
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According to the employment exchange statistics of the Ministry of Labour, an average of 249,500
unemployed jobseekers were registered with the Employment Offices in 2006, or 25,800 less than
the year before. In the latter half of the year, the increased demand for labour speeded up the
decrease of unemployment. An average of approx. 8,300 people were laid off, or 2,300 less than the
previous year. The laid-off workers are included in the number of unemployed jobseekers. More
than one half of the unemployed jobseekers were persons who were difficult to employ, such as
long-term or repeatedly unemployed, disabled, aged and immigrants. This figure remained at the
previous year's level.

Looking at the regional figures, the positive employment trend has in 2005-2006 affected the whole
country. The demand for labour has increased to the extent that a downward trend in unemployment
was registered in all Employment and Economic Development Centres for two years running. As
recently as in 2004, the regional development of unemployment was heterogeneous. At that time,
unemployment grew in southern Finland and declined in the northern parts of the country.

In 2006, the number of unemployed jobseekers went down in the areas of all Employment and
Economic Development Centres by 7.1 - 13.6%. The greatest decreases in unemployment were
recorded in the area of the Employment and Economic Development Centre of Southwest Finland,
where the number of jobseekers went down by 13.6%. The year before, the greatest decrease in
unemployment figures was also recorded in Southwest Finland. An important reason for this was
the construction projects of Olkiluoto. The unemployment also went down significantly in the areas
of Satakunta, Southern Ostrobothnia, Ostrobothnia and Tampere Region, in all of which the number
of unemployed jobseekers decreased by more than 11%. The number of unemployed jobseekers
went down the least in the Employment and Economic Development Centres of Northern Karelia
and Hame, but even in these areas unemployment decreased by more than 7%.
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Figure 9. The monthly development of
the unemployment rate, %
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According to the Labour Force Survey of Statistics Finland and examined by main sectors, the
unemployment rate went down the most in construction in 2006, similarly to the year before. The
unemployment rate went down from 8.0% to 7.0%. There also was a clear downward trend in
unemployment in trade, activities serving financing, insurance and other business as well as in
public and other services. The unemployment rate in the industries went down from 4.9% to 4.3%
and that in transports form 3.9% to 3.6%. In agriculture and forestry, the unemployment situation
remained more or less unchanged.

According to the employment exchange statistics of the Ministry of Labour, the number of
unemployed jobseekers went down in all professional groups except in the fields of technology,
natural sciences and social sciences. The number of the unemployed belonging to this professional
group increased by 2.8%. The number of unemployed jobseekers went down the most in
construction, the industries and the sector of transports and traffic. The number of the unemployed
also went down considerably in the professions of agriculture and forestry as well as social and
health care.

3.4 Structure of the unemployment
Unemployment by educational standard

A major share of unemployed jobseekers are persons with basic education only. In 2006, an average
of 40.3% (97,000 people) of all unemployed jobseekers had a basic level education only*. These

! Unemployed jobseekers excluding laid-off workers
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figures for the year before were 40.8% and 108,000 people, indicating that in the reporting year, the
number of the unemployed with only basic education had gone down by 11,000.

As a result of the favourable employment trend, the number of unemployed jobseekers with
secondary level and lower third level qualifications also reduced by nearly 12,000. The increased
demand for labour in the labour market was also reflected in the highest levels of education. The
unemployment of university graduates and those with researcher training, which had been
increasing in recent years, started declining in 2006.

Regionally speaking, the number of unemployed jobseekers with basic education only was the
greatest in the areas of the Employment and Economic Development Centres of Hame, Satakunta
and Southeast Finland. Similarly, the unemployment of university graduates concentrated in the
southern parts of the country (Uusimaa, Southwest Finland and Tampere Region) and university
towns.

Unemployment by gender

According to the Labour Force Survey of Statistics Finland, the numbers of unemployed men and
women were nearly equal in 2006: there were 101,000 unemployed men and 103,000 unemployed
women. The number of unemployed men had gone down by 10,000 and that of women by 6,000
from the year before. The unemployment rate was 7.4% for men and 8.1% for women.

According to the employment exchange statistics of the Ministry of Labour, the number of
unemployed jobseekers registered with the Employment Offices in 2006 was an average of 129,000
for men and 120,000 for women (Figure 10). The unemployment of men had gone down by approx.
15,000 people and that of women by 11,000 people from the year before. The better employment
trend of men is due to the fact that the recent exports-driven economic growth has particularly
concerned male-dominated sectors. On the other hand, globalisation has led into many job losses in
labour-intensive and female-dominated companies of the electronics sector.

Examined by the age group, the number of unemployed men was higher than men in the young and
middle-aged groups. Correspondingly, more women than men are unemployed in the older age
classes. In the reporting year, the number of jobseekers aged 50 or less was 76,000 for men and
71,000 for women. Of men aged 55 or over, 32,000 were unemployed, whereas this figure for
women was 2,000 more, or 34,000. The unemployment figures as such do not give a comprehensive
picture of the labour market positions of women and men. Another factor is the nature of the
employment relationship. More women than men work in part-time and fixed-term employment
relationships.
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Figure 10. The unemployed by gender
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Long-term unemployment

The number of those who had been unemployed for an uninterrupted period exceeding one year was
an average of 64,800 people in the reporting year, or 7,600 less than the year before. Of these,
28,900 people had been unemployed for more than 2 years without interruption (Figure 11). Their
number went down by 2,500. In the four-year period 2003-2006, the number of the long-term
unemployed has gone down by 13,000 people. Along with the downward trend of long-term
unemployment, structural unemployment has also been alleviated. In 2006, more than one half of
unemployed jobseekers, or an average of 146,500, were difficult to employ (long-term or repeatedly
unemployed, those becoming unemployed after a measure or being moved on to another measure).
The number of those difficult to employ went down by 15,300 compared to the year before.

Long-term unemployment particularly affects the ageing. Some 66% of those who had been long-
term unemployed without interruption were aged over 50. In age groups with five-year intervals, the
largest share of the long-term unemployed (41%) were found in the age group 55-59 and the lowest
share (0.9%) in the age group less than 25. In 2006, long-term unemployment went down in all age
groups excluding those aged 64 or over (Figure 12). The long-term unemployed of all age groups
below 40, and in particular that of the younger age groups, went down considerably.

Examined by the region, the number of those having been unemployed for more than a year without
interruption went down in the areas of all Employment and Economic Development Centres in
2006. The year before, the number of long-term unemployed had gone down in the areas of nine
and up in the areas of six Centres. The greatest reductions in the number of the long-term
unemployed were recorded in the areas of the Employment and Economic Development Centres of
Southwest Finland (-20.6%), Satakunta (-13.4%), Northern Ostrobothnia (-12.5%) and Hame
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(-12.3%). The highest shares of the long-term unemployed in all the unemployed were recorded by
the Centres of Uusimaa (29.5%) and Hame (28.5%) and the lowest in those of Southern
Ostrobothnia (19.3%) and Lapland (20.3%).

Figure 11. The development in the numbers of
the long-term unemployed
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Figure 12. The number of long-term unemployed
by the age group in two latest years
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Unemployment of young people and the ageing

The average number of unemployed jobseekers aged less than 25 registered with the Employment
Offices was 26,400 in 2006. The number of unemployed young people went down by 4,100 or
13.4%, compared to 2005. The number of young people who were long term-unemployed (an
interrupted period of unemployment of more than one year) was less than 600 in 2006. In the period
2003-2006, the number of unemployed jobseekers aged less than 25 has gone down by 9,300, or
26%. The unemployment of young people is also much more short-lived than that of other age
groups. In December 2006, the average duration of unemployment for those aged 15-19 was 9
weeks, and for those aged 20-24, it was 12 weeks. The average duration of unemployment for all
age groups was 47 weeks (Table 1).

According to Statistics Finland, the unemployment rate of young people (aged 15-24) was 18.7% in
2006. This figure also includes full-time students, of whom 37,000 were jobless. Excluding full-
time students, the unemployment rate of young people was 9.4%, or fairly low in international
comparisons. The unemployment rates of young people were 17.4% in the EU-27 states and 16.2%
in the EU-15 states.
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Table 1. Unemployed jobseekers in the Employment Offices (excluding lay-offs) and those

employed by salary-based measures in December 2006

Age Unemployed Average Share of  [Employed by |In labour force Share of
jobseekers duration of the long-term | salary-based training ** age group in
unemployment | unemployed measures * the unemployed
Persons Weeks % Persons Persons %
15-19 6116 9 0 2732 631 2,6
20-24 19610 12 2 7 648 3792 8,3
25-29 21 802 21 8 6 569 3954 9,2
30-34 20 282 30 12 5940 3960 8,6
35-39 22 628 36 16 6 339 4342 9,6
40-44 25780 40 18 6 739 4 239 10,9
45-49 26 066 45 21 6 356 3754 11,0
50-54 28 673 52 24 6479 2 958 12,1
55-59 50 071 81 50 4 669 1268 21,1
60-64 15 569 81 53 665 147 6,6
Yli 64 189 375 83 3 14 0,1
Total 236 786 47 25 54 139 29 059 100,0

*) Also including those in on-the-job training on labour market subsidy
**) Including those in ESF co-financed training. Excluding students entered through a group registration (mainly
concerns training imparted during lay-offs)

The re-employment in the open labour market of the unemployed aged over 50 has been poor even
during the current times of a favourable economic development. The unemployment of the aged
only started decreasing slightly in 2006, whereas it previously had been growing ever since 2003.
The number of those aged 50 or over who were unemployed jobseekers was an average of 95,000
people in the reporting year, or 5,500 less than the year before. Their share in all unemployed
jobseekers was 38%. The unemployment of the aged clearly is more severe and long-term than that
of other age groups (Table 1). The decline in unemployment was due not only to the favourable
economic trend but also to the pensions reform of 2005 and the increased activation measures of
those having received labour market support for extended periods of time.

4 ECONOMIC POLICY MEASURES TO PROMOTE EMPLOYMENT
4.1. Economic policy and promoting economic growth

The cornerstones of the Government's economic policy are promoting employment, reinforcing the
growth potential of the economy and safeguarding the long-term sustainability of public finances.
All these objectives are interconnected. Increasing employment will require sustainable public
finances, sustainable and stable public finances will create predictability and trust in the economy,
which again will support economic growth.

Increasing the growth potential of the economy is a central element in the Government's economic
and employment strategy. The cornerstones of this strategy include enhancing the skills base of
economic growth by reforming education and training, increasing the resources of research and
product development, and improving the financial utilisation of research and its results. Economic
political measures have aimed at improving the functioning of both the labour market and the
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markets for goods and capitals and at supporting the development of an internationally competitive
enterprising environment. The target of the labour market support reform that entered into force in
the beginning of the year was to increase the employment rate, lower the high unemployment and,
on the long, term reduce public expenditure on addressing unemployment. The reform increased the
incentive provided by the labour market support. A subsidy for those on low wages also entered
into force in the beginning of the year.

Growth and employment were promoted by tax cuts and inputs in research and product
development, labour policy and infrastructure investments. Income tax cuts were implemented,
lowering the tax rates in the last decade by nearly 6 percentage points in all income classes. After
the corporate taxation reform, the taxation of enterprises also is internationally competitive and
supports investments made in Finland. Employment has indeed increased strongly; the fastest
increase of the new millennium in employment was recorded in the reporting year. A total of 43,000
new employment relationships were initiated.

Economic growth has been steadily gathering momentum in recent years. The growth in production
speeded up from the less than 2% of 2003 to over 5% in 2006; even though last year's growth
figures were boosted by the relatively low starting level of the year before. The share of investments
in the GNP increased by approx. one percentage point in the last four years, or to 19% in 2006. The
research and development expenditure of the industries, which are comparable to fixed investments,
have increased their share in total investments, and they only are less than one fifth lower than the
fixed investments of the industries. A determined effort has been made to increase investments in
research and development, and the relative level of public research funding is top class in Finland in
international comparisons.

The Government's macroeconomic policy aims at a stable, predictable and competitive economic
development and structure. An effort was made to achieve this by a financial policy that supports
economic growth and employment and is sustainable over long term. Budgetary discipline is a
central part of the Government's economic policy and commitment to controlling expenditure. In
2006, the expenditure of public bodies in proportion to the GNP went down to 48%2%. The share of
taxes and social security contributions decreased to less than 43%2% of the GNP. The reform of the
municipal and services structure aims at increasing productivity and controlling the increase of
municipal expenditure, as well as creating preconditions for developing the guidance of services
organised by the municipalities.

4.2 Tax policy in promoting employment

The Government's tax policy aims at increasing the demand for and supply of labour as well as
facilitating the growth of skills and productivity. In 2006, the taxation of earned income was cut by
EUR 840 million. This tax relief also compensated for the increase in health insurance payments of
the insured workers resulting from the reform of health insurance funding. The State's progressive
income tax scale was lightened, and in addition, a new earned income deduction was introduced in
State taxation, so that tax revenue losses resulting from the 2006 and 2007 tax cuts will only burden
the State. The earned income tax cut of 2006 was part of the tax relief package for 2005-2007
agreed in connection with the incomes policy settlement of 2004, whereby one income class is
removed from the State's income tax scale, resulting in a four-tiered scale. All in all, the taxation of
earned income will have been cut by some EUR 2.9 billion during the Government term. Domestic
ownership and entrepreneurship were supported by abolishing the wealth tax from the beginning of
2006.

19



Tax rate of wage income in 1990-2006, %
Average income (approx. EUR 33, 500 annually), purchasing power of the income level
standardised

45

40 1 — ]

30 -

25

%

20 -

15 1

10

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

The demand for household and care work was supported in 2006 by doubling the maximum tax
deduction for household services from EUR 1,150 to 2,300 for these types of services. As regards
renovations and repairs, the maximum amount remained unchanged.

From the beginning of the year 2006, a particular low-wage subsidy entered into force, which is
paid to the employer to support the employment of aged workers on low salaries. This measure
aims at increasing the demand for labour for workers who have a considerable risk of being
afflicted by the vicious circle of long-term unemployment. The maximum of this subsidy is EUR
220 monthly for each employee. When the employer is deducting withholding taxes, they are
allowed to not remit to the Tax Administration a sum corresponding with the subsidy. This way, the
employer receives the subsidy immediately when paying out salaries. According to preliminary
data, some EUR 90 million of this subsidy was taken up in 2006. The number of employers using
this subsidy varied between approx. 6,000 and over 9,000 monthly. The low wage subsidy will be
in force in 2006-2010.

A decision was also made on Finland's participation in the EU VAT experiment concerning labour-
intensive sectors in 2007-2010. A lower value-added tax rate of 8% will be applied to small repair
services and hairdressing services.

4.3 Income policy and the development of labour costs
The increasing of labour costs slowed down in 2006. The pay level of wage and salary earners
increased by 3%, or slower by one percentage point than the year before. Pay rises in accordance

with the incomes policy settlement for 2006 were only implemented in the beginning of June, and
their effect on costs was 2.1%. The effects on costs included a general rise of 1.4% and an
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additional increase of 0.4% for the unions as well as an average equality increase of 0.3%. The
incomes policy agreement concluded in December 2004 will be valid until the end of September
2007. No new pay rises will be implemented during the final months of the agreement. Despite
problems in the availability of labour, the drift development remained moderate in the reporting
year.

The negotiating process of each sector that was included in the incomes policy settlements for the
first time continued during the year 2006. The objective of this process was to achieve sector-
specific measures to develop employment contracts in the private and public sector and to promote
employment, productivity, functioning workplace-specific solutions and good practices. The central
organisations prepared an analysis of the situation as regards sectoral measures based on
information obtained from the contracting parties in March 2006.

As a consequence of the rapid increase in productivity and moderate pay increases in boom
conditions, the labour costs per product unit started declining at the level of the whole national
economy for the first time in nearly a decade. Measured in terms of proportional unit wage costs,
the competitiveness in costs of the manufacturing industry improved, exceeding the long-term
average for the whole sector of manufacturing industry in 2006.

4.4 Longer term measures to support employment

As regards the preconditions for economic growth and the financing of the welfare state alike,
Finland is moving on towards a new phase due to the changing age structure of the population. The
working age population will start declining from the year 2010. As the labour force dwindles, the
growth of production will mainly rely on an increase in the productivity of labour.

While the economic growth slows down, pressures to increase public expenditure will accumulate.
The greatest challenges will lie in financing pensions and care services for the elderly. The fastest-
moving phase of the growth in pension expenses is starting at the moment, as the large age classes
are gradually retiring. The bulk of the increase in care expenditure will be felt in 10-20 years.

The number of ageing population will increase in Finland over the next few decades. On the other
hand, Finland is also rather well prepared for the consequent funding and expenditure pressures.
The Government debt has been reduced in opportune time by means of a disciplined financial
policy. The Government has prepared for an increase in pension expenditure by partial transfers to
reserves, and the pensions systems were reformed to ensure their financial sustainability. The latest
comprehensive pensions reform was launched gradually from the beginning of 2005. This reform
will enhance the sustainability of the pension system financing e.g. by adjusting the pensions to the
changing life expectancies and by using "pension bonuses"” to motivate aged workers to extend their
careers for longer than before. The employment security system was also reformed in a manner that
supports employment. To increase the supply of labour, the minimum age required for additional
days of unemployment security was increased and disincentive pitfalls in the system were removed.
In the perspective of great long-term challenges, measures boosting the supply of labour and
increasing the employment rate will play a key role. Careers should be extended at both ends of the
age distribution. Up till now, the measures taken have mainly targeted the older age classes.
Consequently, the employment rates of ageing employee groups have been clearly on the rise.
Careers can also be extended in their early parts by shortening the periods of study and applying for
education and training. School drop-outs threatened by lack of access to the labour market and
exclusion comprise a difficult special group. The integration of this group in the labour market (for
example by expanding the apprenticeship training system) is a great challenge. The more we can
increase employment, the better the dependency ratio will be, and the lower the social security and
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pension contributions. Over the long term, there still are pressures to increase the employee pension
contributions.

An active immigration policy and successful integration of the immigrants in the Finnish society
will help to increase the offer of labour. In the last few years, the net amount of immigration to
Finland has been approx. 10,000 people annually.

5 THE GOVERNMENT'S INTERADMINISTRATIVE EMPLOYMENT AND
ENTREPRENEURSHIP POLICY PROGRAMMES

5.1 Policy Programme for Employment

The Employment Programme is one of the four Policy Programmes contained in Prime Minister
Matti Vanhanen's Government Programme. By managing this programme, the Government has
reinforced its political steering in matters concerning several Ministries and made the Council of
State's interadministrative drafting process more efficient. The main objective of the Employment
Policy Programme was to lower structural unemployment and to increase the offer of labour force.
Other objectives included ensuring the availability of skilled labour, encouraging workers to stay on
in the labour market longer and increasing the productivity of labour. The programme was
implemented during the Government term through four strategic sub-projects, which were:

- reforming public employment services

- activation of the labour market support

- labour political activation programmes and training
- extending careers.

The Employment Programme was managed by Minister of Labour, Ms Tarja Filatov, who was
assisted in this task by the Programme Manager. A Ministerial Working Group was set up to
develop the programme and support decision-making. In the co-operating Ministries, persons
responsible for the preparation, implementation and monitoring of the Employment Policy
Programme were appointed, who comprised the Steering Group of the Programme. In addition, a
network of project co-ordinators was in place between the Ministries.

Dialogue between the labour market organisations took place within tripartite bodies of the various
Ministries as well as Tupo 2 Working Group and its monitoring group set up towards the end of the
Employment Programme period.

The projects of the Employment Programme were implemented as confirmed in the Government's
strategy documents, and the competent Ministries assumed responsibility for their implementation.
The implementation of the programme was monitored using the Ministries' joint statistical key
figures. The active co-operation of the network formed by project co-ordinators in the
implementation and monitoring the impacts of the project will also be essential after the
programming period.

Alleviating structural unemployment
Structural unemployment is in the Employment Policy Programme measured by the number of

jobseekers who are difficult to employ. Structural unemployment started declining towards the end
of 2004, and this positive development gathered momentum in 2006. In December 2006, there were
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some 139,000 difficult-to-employ jobseekers, which was 24,200 less than the year before. During
the whole programming period, structural unemployment has gone down by some 35,000 people.

Both the increased demand for labour and the implementation of the two primary projects of the
Employment Programme (setting up Labour Force Services Centres and the activation reform of the
labour market support) contributed to the lowering of structural unemployment. Since the beginning
of the year 2006, the financing responsibilities of the State and municipalities were changed to
provide the municipalities an incentive to organise active employment measures for persons having
received labour market support for more than 500 days as passive support. For long-term recipients
of labour market support, a special active period was introduced, during which intensified measures
to promote employment are targeted at them by the Employment Office. At the same time, the
conditions for taking part in active measures for jobseekers were made more stringent, and the
service system for the unemployed was developed in the form of Labour Force Services Centres
jointly maintained by the State and the municipality. The changes made in the funding and
conditions of labour market support and in the service system for the unemployed form a package
of measures that addresses structural unemployment.

Despite the favourable development, the number of jobseekers who are difficult to employ remains
high. This is why the operating capacities of the Labour Force Services Centres should in the future
be supported by building up the so-called intermediate labour market, which would offer a wider
range of subsidised jobs and activation placements for those who are difficult to employ. The
intermediate labour market would first and foremost act as a pathway to the open labour market, but
it could also offer a long-term active support solution for some of the unemployed . During the
reporting year, a drafting process was launched in the Ministry of Labour to develop the
intermediate labour market following the proposal of the so-called Tupo 2 Working Group included
in the Employment Programme.

Recruitment problems and the availability of labour

Problems in the availability of labour increased in 2006. According to interviews with employers,
the share of places of business that experienced a shortage of labour varied between 8-10% in 2000-
2005. The share of places of business having experienced recruitment problems of various degrees
was between 25-28%. In 2006, the share of places of business experiencing a labour shortage went
up to 12% and the share of those experiencing recruitment problems up to 32%. Vacancies
registered with the Employment Offices have so far been filled fairly well, even if their number has
clearly increased.

The Employment Policy Programme addressed the problems of availability of labour by a reform of
the Employment Offices' service model, in which employment exchange and other labour force
services supporting employment in the open labour market were improved. Adult education
resources were focused on working life oriented training and education and training related advice
and guidance for adults. An effort was made to direct publicly funded adult education at groups
who are under-represented in adult education, such as those with a low standard of basic education
and ageing workers. In the future, increasing working life oriented adult education and anticipatory
work at the regional and local levels will remain central priorities.

Over the longer term, the availability of labour will be supported by measures contained in the

Employment Programme under the sphere of responsibility of the educational administration, which
will support the accelerated progress of young people from education and training to working life.
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These aim at lowering the age of starting university studies and graduation, reducing the incidence
of dropping out of education and improving the throughput of education.

Employment of the aged

During the reporting year, the expected retirement age of 50-year-olds was 61% years. This
expectation has been extended by nearly a year during the current decade. The average employment
rate of the ageing, or the age group 55-64, was 54.6% in 2006. The Finnish rate is the fourth highest
of the old EU member states. The ageing already are part of the labour force slightly more often
than young people, as the employment rate of those aged less than 30 was 52.9% in 2006. The
extending of careers is explained by the favourable economic trend, pension reforms, measures to
develop working life and the scarcity of labour. The Finnish National Age Programme and the
working life development programmes that continued its work also received international
recognition in 2006 for improving the coping at work, working conditions and capacities of being
employed of the ageing.

In the future, increasing the employment rates of those aged 55 or over will require additional
inputs in the qualitative development of working life in line with the needs of the ageing workers.
The Employment Policy Programme has co-ordinated working life development programmes
implemented by the various administrations to improve the quality and productivity of workplaces.
For the needs of the forthcoming Government period, programme preparation has been launched in
co-operation by several Ministries and the labour market organisations in order to improve work
organisations, skills, management and innovation capacities.

The employment of the young and the Educational and Social Guarantee for young people

As the labour resources decline, the relative position of young people in the labour market has
improved. According to job exchange statistics, the number of unemployed jobseekers during the
whole Government period had gone down by an average of 20% by December 2006, whereas this
figure for young people was 27%. At the end of December 2006, the number of young people who
had been unemployed for an uninterrupted period of more than one year was 440. During the year, a
total of 110,000 young people were unemployed jobseekers, for 80% of whom the unemployment
ended within three months.

The Educational and Social Guarantee for young people that is part of the Employment Policy
Programme addresses access to education, training and employment by young people. The
Educational Guarantee ensures that by 2008, a minimum of 96% of young people finishing
comprehensive school will start in a general upper secondary school, vocational education institutes
or additional basic education schooling in the same year. The share of those continuing with their
studies increased to 95.1% in 2005.

The Employment Offices will make an effort to intervene in the exclusion development of those
aged less than 25 no later than after three months of unemployment relying on the means of the
Social Guarantee for young people. The implementation of the Social Guarantee started in the
beginning of 2005, and its coverage has gradually been increased. In 2006, 30,700 young people
exceeded the limit of three months' unemployment. The implementation rate of the Social
Guarantee increased to an average of 70% in 2006, as the Employment Offices agreed on measures
for 21,600 young people within the first three months of unemployment.
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5.2 The entrepreneurship policy programme and developing the operating environment of
companies

As part of its economic and industrial policies, the Government implemented a policy programme
for entrepreneurship. The aim was to ensure a stable and predictable development of the companies'
operating environment and to make sure that the resources available for promoting entrepreneurship
in the various sectors of administration are efficiently used. The programme highlighted the
significance of companies and entrepreneurs as the builders of economic growth and employment.
The entrepreneurship policy programme supported the implementation of the Government's
employment targets.

The policy programme for entrepreneurship focuses on practical projects to support
entrepreneurship. The sub-programmes of the policy programme for entrepreneurship were
implemented through individual projects. As the measures implemented within the framework of
the policy programme progressed, the sub-programmes were also updated to correspond with the
contents of the new projects. The progress of the sub-programmes of the policy programme were
monitored in a table, an updated version of which was accessible at the policy programme's website.
The sub-programmes of the policy programme for entrepreneurship in 2003-2004 included:

1 Entrepreneurship education and counselling

2 Setting up, growth and internationalisation of companies

3 Taxes and payments affecting enterprising activities

4 Entrepreneurship of regions

5 Regulations applicable to companies and the functioning of markets.

From the year 2005 on, the five sub-sections of the policy programme for entrepreneurship
corresponded with the various phases of an enterprise's lifespan, consisting of the following:

1 Promoting the launching of entrepreneurial activities

2 Improving the preconditions for growth enterprising

3 Promoting the generation and ownership changes of companies

4 Developing business services while reinforcing skills and innovativeness

5 Predictability of the regulatory environment, functioning of markets and

reform of public sector service production.

Significant policy measures implemented as part of the Government's entrepreneurship policy
programme included improving the financing of start-ups, bringing service enterprising within the
scope of funding from Finnvera Qyj, reforming business services, improving technology funding
and services for SMEs, improvements in the unemployment and social security of entrepreneurs,
measures relevant to entrepreneur education and sizeable tax cuts and changes in the taxation
system. In addition, e-government has been promoted and bureaucracy met by companies reduced.
The start-up grant reform implemented by the Labour Administration had significant impacts on the
willingness to set up new enterprises during this Government term.

Other significant projects in terms of starting enterprising activities included facilitating the
commercial activities of universities, a reform of the Companies Act, and promotion of
entrepreneurial activities by women, residents of rural areas and immigrants. In order to support
growth enterprising, the seed funding of start-up innovation companies was developed, studies were
conducted on growth enterprising and a separate growth enterprise service was set up. The
generation and ownership changes of companies were facilitated by giving tax breaks for generation
changes. The regulatory environment and functioning of markets was promoted e.g. by mapping the
regulatory environment of companies, developing the assessment of legislation's effects on
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companies, drafting an overall reform of the Audit Act, making the production methods of public
services more versatile, implementing a reform of the Act on Restrictions of Competition and by
reforming the Debt Arrangement Act for private persons.

Within the framework of the policy programme for entrepreneurship, women's enterprising
activities were promoted e.g. by means of drafting and implementing measures proposed by the
relevant Working Group studying the development of women's enterprising activities. Progress has
been made in many of the measures proposed by the Working Group to promote women's
enterprising, and their practical implementation is under way. Some of the proposals have not been
put into practice, however (e.g. regional resource centres and provincial development groups of
women's enterprising).

The measures adopted for implementation within the Entrepreneurship Policy programme in 2003-
2006 have to a great extent already been completed, or a clear implementation plan exists for them
for the remainder of the Government term. The Policy Programme also contains projects whose
completion will be postponed till the next Government term. In the administrative sector of the
Ministry of Trade and Industry, a large-scale reform of public business services was launched. In
addition, some of the targets set in the programme were partly not reached, for example as regards
growth enterprising. The time of introduction of the tax account system was also postponed.

According to a preliminary estimate, there were as many as over 240,000 companies at the end of
2006. In the light of current information, in other words, the net increase in the number of
companies during the Government term so far would be around 12,000. On the other hand, the
number of growth enterprises is modest in Finland, with just over 2% of companies ending up in the
path of rapid growth.

There are more than 5,000 entrepreneurs of a foreign nationality (excl. agriculture and forestry) in
Finland, and some 5,600 companies owned totally or at least in half by foreign immigrants are
operating in the country. In 2000-2005, the number of these entrepreneurs nearly doubled (an
increase of 90%). What is significant is that the enterprising activity rate of foreigners already
exceeded that of the Finnish population towards the end of the 1990's.

The share of companies owned (totally or at least in half) by foreign immigrants is some 2.4% of
the total company base in the country. The companies employ approx. 17,000 people, and their
turnover reaches some EUR 3 billion. The greatest number of companies whose owners are of a
foreign background are found in the sector of trade and a multitude of services.

In 2005, there was a record-breaking figure of 72,500 woman entrepreneurs active in Finland (excl.
primary production). The enterprising activity rate of women, or the share of entrepreneurs of those
who are employed, is approx. 6.3%. The corresponding share for men is 11.8%. Finland has the
highest share of woman entrepreneurs in EU member states?. The share of work involving services
and sales is great in the professions of woman entrepreneurs in Finland. Examined by sector, the
share of woman entrepreneurs is great in Finland in personal services and property maintenance
services. The share of woman entrepreneurs with a third-level education in Finland is slightly
higher than the EU average.

The Finnish woman entrepreneurs are relatively old, as the share of women entrepreneurs aged less
than 50 is lower than the EU average. The ageing situation of entrepreneurs is similar when

2 Labour force report of Eurostat (2004) (excl. agriculture).
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accounting for all entrepreneurs. This is why a growing need for generation changes will be
expected in companies in the next few years. Considering the great share of family companies in
those employed by enterprising activities® the impacts on employment can be considerable, unless
the success of generation changes is not adequately ensured by various measures.

6 LABOUR AND IMMIGRATION POLICY AND PROMOTING THE FUNCTIONING OF
THE LABOUR MARKET

6.1 Employment services

6.1.1 Scope of the employment services

The purpose of employment services is to promote employment of labour as effectively and
appropriately as possible by providing an employer with an employee who is the most suitable for
the job and the best available and an employee with work that he/she is able to do best. (Act on the
Public Employment Service 1295/2002, Chapter 4 Section 1).

During the year 2006, the Employment Offices had 746,500 persons registered as jobseekers in
their books, down about 36,500 from the previous year. Approximately one half of these were
looking for jobs as their fixed-term employment contract had come to an end. The number of
registered jobseekers has gone down continuously since 1995. In the same period, the use of the on-
line employment services has expanded considerably. Of the jobseekers, 530,600 were unemployed
and 59,500 on an unemployment pension. In 2005, 557,000 were unemployed and 59,500 on
unemployment pensions. Slightly more than one half of the unemployed jobseekers were women,
and approximately 20% were under the age of 25. 587,200 jobseekers found jobs in the open labour
market.

In 2006, a total of 885,200 periods of unemployment came to an end for various reasons. Each
individual person can only be included in this figure once. Of the periods of unemployment, 55%
(485,000) ended with employment in the open labour market, 18% (160,400) with a placement in a
labour political measure (incl. labour force training), 10.5% left the labour force (incl. independent
education and training as well as unemployment pensions) and for 16.5 %, the reason is not known.
More than one half (52%) of the periods of unemployment ended before they had lasted for one
month.

The total number of the long-term unemployed who had been jobless for a minimum of 12 months
without interruption was 126,000 in 2006, or 24% of the unemployed. The number of the long-term
unemployed was approx. 11,000 people less than in 2005. 45% of the long-term unemployed were
women. During the year, the unemployment of 55,600 jobseekers became long-term
unemployment, or had lasted for a minimum of 12 months. In the same period, the long-term
unemployment of 65,400 jobseekers ended. Of these long-term unemployed, 12% found jobs in the
open labour market and a total of 33% were placed in labour political measures or started labour
force training. The remaining 54% ended up outside the labour force (incl. unemployment
pensions), or the reason for the ending of the unemployment is not known. During the year, 11,100
long-term unemployed went on unemployment pensions, and 15,000 unemployment pensions
ended.

¥ According to the Ministry of Trade and Industry's report on family companies (16/2005), family companies employ
approx. one half of the employed in the private sector.
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The number of new vacancies registered with the Employment Offices was on average 38,800
monthly. In 2006, the Employment Offices had a total of 488,500 vacancies, or 74,500 more than
the year before. Of these, approx. 79% were private sector (387,000) and 21% (101,500) public
sector jobs. Nearly 5% of the vacancies were provision-based or involved enterprising. Examined
by the main sectors, the greatest number of vacancies were found in property maintenance and
business services, which accounted for 162,900 or 33% of all vacancies. The number of vacancies
in social and personal services (public administration, education and training, social and health
services) was 110,500 (23%), that in the industries 50,200 (10%), other social and personal services
42,300 (9%) and trade 39,000 (8%).

44% of the vacancies were permanent, or at least one year in duration. Around 29% of the jobs were
temporary in nature, lasting for less than three months. Consequently, the share of fixed-term jobs
that lasted for less than a year was 56%. Of the vacancies, 442,400 or 91% were filled. 40% of these
(178,800) were filled by a candidate found by the Employment Office. Excluding jobs with an
application period and provision-based jobs, the average period of filling a vacancy was 21 days,
and 91% were filled by the starting date agreed with the employer. For 53% of the jobs, a starting
date had been agreed.

6.1.2 The Employment Offices’ employment services process

Services Centres

In order to lower long-term unemployment and to increase the employment rate, a structural reform
of the public employment services was implemented in 2004-2006, consisting of two sub-projects.
These included 1) setting up Labour Force Services Centres and 2) a reform of the Employment
Offices' customer service model. The employment exchange services and services for those difficult
to employ were separated by concentrating the services and resources for those most difficult to
employ in Labour Force Services Centres, 39 of which were established in 2004-2006. These
Services Centres offer special services primarily for persons who have been unemployed for
extended periods and whose employment is hindered by limitations in their ability to work and
function. In 2006, some 600 full-time employees of the Labour Administration, municipalities and
the Social Insurance Institution were working in the Services Centres. In addition, they had some
100 part-time municipal employees. The Services Centres had an average of 19,900 jobseeker
customers in 2006, of whom 12,100 were unemployed. In the State Budget for 2006, EUR 16.1
million was reserved for the operating expenditure of the Services Centres, of which EUR 15.6
million were used. Services complementing the public employment services were purchased for the
value of EUR 5.39 million.

Jobseeking centres

A project to reform the Employment Offices' service model for individual customers was completed
in the reporting year. Its implementation was ensured by such as guidance visits paid to all project
offices. The objective of these visits was to make sure that the reformed service model would be
implemented in customer service following the national policies.

By the end of the year, 45 Jobseeking centres were operating in the Employment Offices. The
Jobseeking centre is an elemental part of the Employment Office's service model. It supports the
early phase of the jobseeking and guides the jobseekers in their independent search for jobs. The
objective of the Jobseeking Centres is to act as a channel for distributing labour market information
and finding labour force, and to coach jobseeker customers in their independent search for work,
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this way reinforcing the services directed at the open labour market and their productivity. The
Jobseeking centre is mainly used by unemployed jobseekers, but also those already at work and
those applying for education and training can profit from its services. The continuous, close-knit co-
operation of the Jobseeking centre with employers in such as recruitment events promotes the
functioning of the labour market. The customer evaluations of the Jobseeking centres' work vary
between good and extremely good.

Profiling and referrals

In the reporting year, the jobseeker profiling model was developed to support labour force advisors.
The Labour Institute of Economic Research developed the profiling model using the experiences of
employment services in different countries as well as data collected on unemployed jobseekers in
the information system of the Employment Offices. The purpose of the statistical profiling of the
unemployed was to predict right at the beginning of a period of unemployment the jobseeker's risk
of being affected by long-term unemployment. The profiling supports an intensive initial phase in
the provision of employment services and works as a tool for the labour force advisor when
deciding which of the unemployed need particular support in their jobseeking. The pilot experiment
of profiling was launched in December, and the method will be gradually introduced by March
2007.

In connection with the jobseeking interview, the jobseeker's needs for services are assessed and
recorded in the Employment Office's information system. The purpose of this procedure is to speed
up the placement of jobseekers in the open labour market, and to help the Employment Offices to
perceive the need for services of their clientele and to plan the services and operating methods. In
2006, 34% of the jobseekers were considered in need of services that develop working life skills,
and 26% were determined to be in need of informative services. The share of jobseekers needing to
develop their working life skills went up and the share of those needing informative services down
compared to the year before. The other categories assessed by their need for services are
considerably smaller. In the reporting year, inputs were made in improving the effectiveness of the
employment services by developing the referral to work practice and increasing the number of
referrals. The number of referrals made was 41,500. They contributed to filling 39,800 vacancies, or
9% of the vacancies filled.

Jobseeking plans

A jobseeking plan is prepared in co-operation between the jobseeker and an Employment Office
official. This plan records the jobseeker's need for services and includes an agreement on services
and measures promoting employment. The jobseeking plan shall be drawn up with an unemployed
jobseeker as soon as possible after he or she becomes unemployed.

A total of 382,600 jobseeking related plans were prepared in the reporting year. This figure also
includes employment programmes associated with change security. 176,200 individual jobseeking
plans were prepared, which exceeds the previous year's figures by 85,000. Their share of all plans is
46%. An unemployed jobseeker, who together with the Employment Office official has prepared an
individual plan, has the duty to implement the measures aiming at employment listed in the plan in
order to maintain his or her right to employment security. In case a person aged less than 25 had
been continuously unemployed for more than 6 months, a jobseeking plan was prepared for 93% of
these unemployed young persons.
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Jobseeking plans for jobseekers
nr in 2006 % nr in 2005 % nrin2004 %

Jobseeking plans 124 035 33 121317 47 128399 56
Integration plans 8043 2 5523 2 5292 2
Activation plans 38899 10 27052 10 23576 10
Individual jobseeking plans 176 210 46 91035 35 64570 28
Updated individual jobseeking plans 20 390 5 8999 3 6 699 3
Employment programmes 15 040 4 6 856 3 - -
Total of plans prepared 382 617 100 260782 100 228536 100

In the reporting year, policies for renewing jobseeking plans were drafted. In line with a resolution
adopted by the Parliament, the aim of this is to harmonise the terminology of the plans and make
the jobseeking plan into a concrete action plan supporting the jobseeker's search for work. The
follow-up of the measures agreed on in the plan will also be improved. Towards the end of the year,
an evaluation of the quality of jobseeking plans started in the Employment and Economic
Development Centres and Employment Offices, as in a number of connections, attention had been
focused on deficiencies discovered in the plans.

Jobseeking coaching

Coaching in jobseeking is an employment service offered to individual customers mainly as a group
service. Its purpose is to impart to the jobseekers information on the labour market and employment
situation in their commuting zone. They can get familiar with the recruitment practices of
employers and map their own vocational competence and strengths during the coaching. They can
also receive help in practical steps needed to apply for a suitable job, and evaluate and specify their
jobseeking plans.

Around 47,900 jobseekers started in jobseeking coaching provided as a group service in the
reporting year, 40,900 of whom were unemployed. 19,900 unemployed jobseekers started in
jobseeking coaching implemented as a group service, and 21,000 unemployed jobseekers took part
in coaching as part of labour force training. The average duration of jobseeking coaching (26 days)
remained unchanged since the year before.

On-line services and Tydlinja helpline - the Labour Administration's national contact centre

The Labour Administration is actively developing on-line services for both employers and those
searching for jobs, education and training. In 2006, the vacancies service of Labour
Administration's website showed the information of 382,200 jobs. This was 83% of all vacancies
registered with the Employment Offices.

The employers can register a vacancy with the Employment Office through the Internet either using
an open on-line form or one requiring authentication. In 2006, more than 180,000 vacancies were
registered on-line, or nearly 40% of all jobs registered with the Employment Offices. If an employer
concludes an agreement concerning on-line customership with an Employment Office, they receive
a user ID and can save a vacancy directly to the Employment Office’s database. The employer can
also change their advertisement or remove it using the on-line service. The on-line customers
reported 108,443 vacancies through the Internet. The Cities of Helsinki, Espoo and Vantaa have a
direct transmission of job advertisements in place; in other words, vacancies in these cities are
automatically copied from the systems of the Cities to the information system of the Employment
Office and from there to the Internet.

Jobseekers can receive notification of vacancies of interest to them directly by e-mail. In 2006, an
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average of 11,000 subscriptions to this service were valid simultaneously, and some 27.7 million
messages concerning vacancies were sent to jobseekers by e-mail. The mol.fi job search facility was
developed in the reporting year to allow the reception of data by a mobile phone. This service was
introduced in February 2007.

Jobseekers can also register with an Employment Office on line. This service can be used both by
strong authentication or without authentication, in which case the jobseeker's identification is
ascertained in the jobseeking interview. In either case, the jobseeker's information is electronically
transmitted to the Employment Office's customer service system. Those applying for
unemployment security need to register with the Employment Office in person. In 2006, 44,200
new jobseekers registered on line, which is 72% of all new jobseekers. The use of the on-line
service became more wide-spread during the year, and in the autumn the utilisation rate was as high
as 80%.

In early December in the reporting year, a jobseeker's e-service package titled "My search™ (Oma
tydhaku) based on strong authentication was introduced. In addition to registering as jobseekers, the
citizens can use this service to look up their jobseeking data in the Employment Office's customer
service system, update their basic information and e.g. end their search. During the first three weeks
of its availability in December 2006, this service was used more than 4,200 times.

All those looking for jobs can post their own jobseeking ads in CV-netti (CV net). This service is
based on strong authentication. Towards the end of the year, registered users of the services
numbered around 18,000. The CV-vahti service designed for employers was introduced in summer
2006, with less than 300 confirmed subscriptions by the end of the year. The CV-vahti service sent
out a total of approx. 700 daily e-mail messages concerning candidates matching the employer's
criteria.

It is also possible to apply on-line for labour force training. This service was introduced in February
2004, and a total of 149,400 applications have already been sent through it (by 21 February 2007).
This services has been based on strong authentication. In December 2006, the possibility of also
applying for training without strong authentication was added to the service, in which case the
application will only be in force after a personal visit to the Employment Office. A total of 60,900
applications were received through this service in 2006. Roughly one third of all applications for
labour force training were received on line.

The labour administration’s national contact centre (Ty6linja) provides jobseekers with information
about vacancies, labour market training and employment office services. Jobseekers can use the
helpline to report changes in their job search information. There are separate service numbers for
employers, work permit counselling, unemployment security and change security advice. The
Tyélinja service also updates the YLE teletext pages that contain information on such as vacancies
and available labour market training. The physical location of Tydlinja is in Mikkeli, but the service
is also managed in seven Employment Offices. In 2006 Tydlinja received
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Table 2. A summary of the employment services customers and central activities during the year (A),
the average employment situation (B) and Labour Administration resources at the end of the year (C)

in 1998-2006
1998

A Activities during the year

Total of jobseeker customers 1 921 700
- Unemployed (excl. laid off) 705 600
- On unemployment pensions 55 400
- Other jobseekers 160 700
Total vacancies 254 700
- Vacancies filled 233200

- Vacancies filled with a
candidate from E Office 135100

Av