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The purpose of this audit is to find answers to the question: How can cen-
tral government encourage business investments?

An overall picture of the Finnish investment environment is produced 
by comparing the situation with Sweden, Denmark and the Netherlands. A 
total of 53 interviews were conducted for the audit in these four countries. 
The interviewees included government officials, business executives, rep-
resentatives of business organisations and other experts. The results of two 
workshops attended by about 50 experts from companies and public admin-
istration were also used in the audit. In addition to the interviews, interna-
tional competitiveness indices and other literature were also used as sources.

Central government can do a great deal to encourage business 
investments

Companies always make their investments on the basis of their own situa-
tion and needs. However, in a country like Finland, which has a large public 
sector covering a broad range of different fields, many of the decisions taken 
by central government can also encourage business investments. 

In many respects, building a good society means building a good in-
vestment environment. Good basic services provided by the public sector, 
equality and pleasant living environment help to attract high-productivity 
investments to Finland. In fact, all administrative branches are responsible 
for building a good investment environment.

Public administration could start the process by changing its 
own practices and setting a good example in customer service, 
innovativeness and regeneration

New thinking and approaches in public administration would be a cost-ef-
fective way of improving the investment environment. 

Even though companies appreciate the professionalism, impartiality and 
reliability of the Finnish public administration, they often view the working 
practices of the authorities as too slow, complex and inefficient. 

Public administration actors can also contribute to a better operating cul-
ture with their own action: innovation capability, agility, experimental cul-
ture, networking, service-orientation, open mind and marketing skills can 
also encourage Finnish companies to adopt these positive qualities. When 
central government issues statements urging companies to embrace these 
qualities, it would be natural for central government actors to develop their 
practices in accordance with these qualities. 

If public administration actors adhere to old operating models, this may 
result in regulation and official controls that prevent reforms in the oper-
ating environment and business practices. In addition to ensuring that the 
operating practices are in accordance with existing norms, public adminis-
tration should also pay attention to what can be done. 
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The authorities should invite companies to a dialogue and use their 
expertise

International competition provides a benchmark for Finland's investment 
environment and the performance of its public administration. The way in 
which the companies making investments rate Finland in this respect and 
their own experiences of Finland are crucial factors in this area. 

Companies value cooperation and are willing to share their knowledge 
with the authorities. The authorities should invite companies to a dialogue, 
use their expertise and learn from them. 

In business policy, it would be important to hear both economics and 
business economics experts on how companies make decisions and how 
they succeed.

Central government can enhance the status of marketing and help to 
improve marketing skills in Finnish companies

Finland lags behind its competitors in marketing skills and in the way in 
which companies view marketing. Finnish companies have not done particu-
larly well in the consumer market and they have fewer valuable consumer 
brands than companies in other countries. Furthermore, unlike companies 
in other countries, Finnish firms have not managed to become important 
players in online commerce.

Finnish Government and authorities should recognise the role of mar-
keting as a factor contributing to profitability of business operations and the 
national economy as a whole.

Proposals for enhancing the status of marketing and for improving mar-
keting skills in Finnish companies are presented in this audit. The most im-
portant of these are as follows: giving commercialisation of innovations a 
higher priority in product development funding, improving basic educa-
tion so that students finishing comprehensive school would possess bet-
ter presentation skills, and the establishment of a marketing development 
centre. The marketing development centre would bring together top mar-
keting experts, serve as an information hub, and organise cooperation pro-
jects for companies. The centre would act as an engine for strengthening 
marketing skills in Finnish companies. 

Business executives expressed the hope that Finland’s government 
leadership would commit itself to promoting Finland as an investment 
location

When companies are making decisions on where to invest, marketing a 
country as an attractive location may be of crucial importance. Finnish gov-
ernment ministers and the country's top leaders are less actively involved 
in the efforts to attract investments than their colleagues in the other ref-
erence countries. 
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Strengths Weaknesses

Business 
operations

Good basic education providing 
equal opportunities
Highly educated workforce
Innovativeness and high-quality 
research
Ample natural resources
Availability and price of energy
Good availability of workforce in 
many sectors
Competitive business taxation
Good flight connections

Low status of marketing and poor 
marketing skills
Slow land use planning and build-
ing permit processes 
It is difficult to end permanent 
employment relationships
Finland does not always defend its 
interests in the EU single market
Prerequisites for business in 
remote areas

Society and 
living environ-
ment

Good living environment: good 
basic services, unpolluted nature 
and safety
Equality
Trust between citizens
Public administration is competent 
and reliable

Small market
Unfavourable location
Finland is little-known in the world
Cities do not have international 
appeal
Growing gaps in living standards 
between citizens

Economy ICT cluster and programming skills
Successful forest industry

Weak growth prospects
Narrow industrial base, few well-
known brands, weak success in 
consumer market
Few international investments that 
would attract new investments

It is important to listen to foreign investors so that we can understand 
their problems and what they want. It is also important to listen to compa-
nies after they have invested in Finland so that we can ensure that they stay 
here and expand their operations in the new location. This interaction is an 
area where improvements are needed in Finland.

These are the main strengths and weaknesses of Finland as an 
investment environment:

The National Audit Office recommends that:

1. The Ministry of Economic Affairs and Employment should allocate 
more product development funding to commercialisation of innova-
tions and marketing.

2. The Ministry of Finance should monitor how satisfied companies are 
with the services provided by the authorities and develop central gov-
ernment activities so that companies will have more positive experi-
ences of how the authorities deal with them. 

3. Finpro should make more use of diplomats and business executives 
when attracting investments to Finland and have more extensive long-
term contacts with companies that have established themselves in Fin-
land.
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1 Scope of the audit

The level of business investments in Finland is still lower than it was be-
fore the financial crisis. This is a reflection of the general state of the Finn-
ish economy and the weak outlook for domestic and export demand.

The Finnish economy is still smaller than in 2007. Cyclical factors are not 
the only reason for the weak growth over the past ten years, as there are al-
so structural problems affecting the Finnish economy. For this reason, Fin-
land should shift its economic policy focus from macroeconomics to struc-
tural policy (construction of a favourable business environment)1.

Balancing central government finances requires both spending cuts and 
new sources of revenue. Ultimately, Finland's central government relies for 
the income generated by companies and central government borrowing for 
its revenue. Increasing production, expanding the tax base and encourag-
ing business investments are central objectives in the Programme of Prime 
Minister Juha Sipilä's Government.

Even though companies make their investments on the basis of their own 
situation and needs, in a country like Finland, which has a large public sec-
tor2 covering a broad range of different fields, central government can con-
tribute to the creation of an environment where companies can grow and 
invest in high productivity operations.

The purpose of this audit is to produce information and development 
proposals on how central government could encourage companies to make 
investments. The audit provides answers to the following questions:
1. What are the characteristics of a favourable investment environment?
2. What are the strengths, weaknesses, threats and opportunities of Fin-

land's investment environment in relation to the other reference coun-
tries (Sweden, Denmark and the Netherlands)?

3. How could Finland improve its investment environment?
4. How could Finland attract more foreign investments?

In this context, investment environment means all those factors that 
increase or decrease the likelihood that a company makes an investment. 
These factors include the availability of skilled workforce, infrastructure, 
taxation and the functioning of the judicial system. The characteristics of 
society in general also have an impact on how easy it is for companies to 
make investments.

An overall picture of the Finnish investment environment is produced 
by comparing the situation with Sweden, Denmark and the Netherlands. An 
international comparative perspective is included because in a globalised 
economy, countries compete with each other for business investments. The 
audited material and the knowledge formation process are described in a 
separate appendix.

In the audit, the issue is examined from a development-oriented, fu-
ture-oriented and macroeconomic perspective. This means that the main 
aim of the audit is not to examine the performance of individual authori-
ties or the success of individual policy measures but to determine how cen-
tral government could better encourage business investments3. The audi-
tors make conclusions of the societal reality that has arisen from public 

Investment is an expenditure 
item that will generate 
income in the long run

Finland cannot solve its problems 
if its economy remains stagnant

The objective of this audit is 
to produce information and 
development proposals on 
how central government could 
encourage business investments

Government officials, business 
executives and representatives 
of business organisations 
in four countries were 
interviewed for this audit
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The audit report of the National Audit Office “Encouraging business in-
vestments - Views of four sectors” (audit report 4/2017) is published 
simultaneously with this report. In that audit, the Finnish investment 
environment is examined from the perspective of four sectors: mining, 
pharmaceutical industry, software industry and retail trade. The au-
dit report is mainly based on the interviews with business executives.

sector decision-making and activities and in which the companies operate. 
In other words, the issue is not primarily examined from the perspective of 
the outputs generated by the authorities. The aim of the audit is not to de-
termine how investment volumes have grown or how investment volumes 
have been impacted by specific central government measures4.

The audit relies on the following base assumptions: The first assumption 
is that companies should make more investments. The second assumption is 
that central government could do more to encourage business investments. 

All business investments made in Finland, irrespective of whether they 
are made by Finnish or foreign-owned companies are examined. Conclu-
sions and findings of the audit apply to both tangible and intangible invest-
ments. Public sector investments are outside the scope of audit.
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Why are investments important from the economics 
perspective and the perspective of companies?

Business investments do not play a prominent role in the endogenous 
growth theories, which dominate economics thinking. According to 
these theories economic growth mainly results from technical inno-
vations. 

From the economics perspective, investments are sensitive to busi-
ness cycles and, in relation to consumer demand, a small component 
of aggregate demand (Table 1 and Figure 1). Investments are needed 
to compensate for capital consumption and to help to meet the needs 
arising from changes in the workforce. Investments may also improve 
productivity.

However, promoting economic growth and encouraging investments 
are not conflicting objectives: A good business environment helps to 
increase both investments and economic growth. 

From the companies’ perspective, investments are essential to 
growth.

Table 1: Finland's balance of supply and demand in 2015

Figure 1: Business investments as part of total investments in 2015

Total supply EUR 286.7 billion

1. GDP EUR 209.1 billion 
2. imports EUR 77.5 billion

Total demand EUR 287.5 billion

1. consumption expenditure EUR 166.7 billion 
2. exports EUR 76.6 million 
3. investments EUR 42.7 billion 
4. change in inventories EUR 1.5 billion

Private investments 
EUR 34.6 billion

Business investments 
EUR 22.5 billion

All investments 
EUR 42.7 billion

Government 
investments 

EUR 8.2 billion

Investments by 
households 

EUR 11.5 billion

Investments by non-profit 
organisations 

EUR 0.6 billion
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2 How to create a good investment 
environment?

Companies base their investment decisions on their own situation and needs. 
However, Finland has a large public sector covering large areas of society, 
which means that the decisions made by central government have a signif-
icant impact on business investments.

Each country must make choices when deciding where it wants to be 
better than other countries. For example, high tax rates may negatively af-
fect business investments, while at the same time, tax revenue can help to 
construct an otherwise favourable investment environment. Welfare states 
such as Finland use high productivity and good public services as compet-
itive advantages.

International competition sets the criteria for Finland's investment en-
vironment and the performance of its public administration. In this com-
petition, the views, perceptions and experience of the companies making 
the investments are crucial and the performance based on objective indi-
cators is less important.

Companies know best what factors promote or slow down their invest-
ments and for this reason it is important to use their expertise in business 
policy.

Investments in innovation, management and marketing are becoming 
increasingly important. In business policy, it is important to understand the 
role of intangible investments even though they rarely appear as investments 
in the companies’ balance sheets or the national accounts.

2.1 Building a place that is good for 
everybody

The basic factors must be in good shape

The business executives interviewed for the audit emphasised that when 
business investments are encouraged, the focus should be on building a fa-
vourable business environment rather than supporting individual invest-
ments5.

The business executives expressed the hope that central government 
would provide citizens with general incentives for entrepreneurship and 
guarantee all companies a level playing field. However, other areas of growth 
and competition should be the companies’ own responsibility. In the words 
of one business executive, the Government and the authorities should “view 
things from the overall perspective” or formulate the overall view of trends 
in society and how it should develop.

The business executives interviewed for the audit where critical of busi-
ness subsidies and viewed them as an impediment to a level playing field. 
Furthermore, the business executives did not mention business subsidies 
when they were asked to list factors influencing investment decisions.

In many respects, building a 
good society means building a 
good investment environment
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The strategy of the welfare state is based on high productivity and 
good public services

Creation of a favourable investment environment is always a matter of mak-
ing strategic choices of which sectors have priority. It is important to be 
aware of this because it is difficult or impossible for a country to be number 
one in all criteria of a favourable investment environment as some of these 
factors are contradictory.

In Finland, as in other welfare states, the fundamental choice is to use 
high productivity as a competitive advantage rather than to emphasise low 
labour costs. Central government can only provide high-quality public ser-
vices if it collects tax revenue. Taxes increase the cost of labour and high-
cost labour can only be profitable if work productivity is high. So far, the 
reference countries used in this audit have done quite well in their efforts 
to use productivity as a competitive factor: Productivity in them is almost 
three times higher than the world average6.

Even though high tax rates and social security contributions are a factor 
hampering business investments, tax revenue can help to maintain public 
services (health care, education, social assistance and pensions) that make 
the country attractive to high-productivity investments.

For example, in the United States, the overall tax rate is lower than in Nor-
dic countries, workforce is highly flexible and the cost of labour in low-pro-
ductivity jobs is lower. Even though these factors help to grow business in-
vestments, it is not necessarily in keeping with the Finnish strategy to have 
the same aim as that would mean more social inequality.

Ensuring a favourable investment environment is the responsibility of 
all administrative branches

Following are some of the (short-term or long-term) factors contributing to 
a favourable investment environment: size of the market, economic situa-
tion, culture, skilled workforce, high-quality research, infrastructure, supply 
and price of energy, taxes and subsidies, low level of bureaucracy and cor-
ruption, effective and impartial judicial system, international image of the 
country and pleasant living environment. Broadly speaking, encouraging in-
vestments is the responsibility of all 12 administrative branches (Figure 2).

Strategy is a matter of choices

Some of the weaknesses in the 
investment environment may 
arise from the competition 
strategy chosen by the country
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Figure 2: Broadly speaking, encouraging investments is the responsibility of all 12 administrative branches

MOE MTC

MAF

MEC

MOJ

MOD

MOIMSH

MEE

MFA

MOF

PMO

Infrastructure

Sustainable use of natural 
resources

Skilled workforce 
Language skills 
High-quality research 
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Democracy 
Justice system

Peace

Safety
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Pension system

Innovations 
Business subsidies 
Marketing Finland as 
investment location

Good trade relations 
Finland's image in  
the world

Competitive  
business 
taxation

Knowledge-based 
decision-making

Good living environment 
Unpolluted nature

Ministry of Transport and Communications (MTC)
Ministry of Agriculture and Forestry (MAF)
Ministry of Education and Culture (MEC)
Ministry of Justice (MOJ)
Ministry of Defence (MOD)
Ministry of the Interior (MOI)
Ministry of Social Affairs and Health (MSH)
Ministry of Economic Affairs and Employment (MEE)
Ministry for Foreign Affairs (MFA)
Ministry of Finance (MOF)
Prime Minister's Office (PMO)
Ministry of the Environment (MOE)
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Companies weigh alternatives at global level

“There are very few areas where there is competition at national lev-
el any more as we are looking at the matters from a global perspective 
and weighing alternatives at global level.”
– excerpt from an interview with a Finnish business executive

Competitiveness from the company's perspective

“For me, competitiveness is a matter of winning a contract. If I win the 
contract, I’m competitive, if I don't, I’m not competitive. That's the on-
ly definition I need.”
– excerpt from an interview with a Finnish business executive

Companies must have the will to do well in international competition

The interviewees wanted public administration to take a more active ap-
proach. Public administration actors know enough about the problems and 
how to solve them - the problem lies with the implementation. According 
to one government official, public administration actors already know what 
should be done to encourage business investments and there is no need to 
produce new strategies or reports or to set up new working groups.

The findings of this audit support the conclusions made by Jorma Elor-
anta in his report: The right attitude, enthusiasm and boldness are the most 
important factors when business investments are encouraged7.

Usually public administration 
actors have enough information - 
the problem is the implementation

2.2 The way in which companies view 
the public administration is crucial to 
succeeding in international competition

Rest of the world as a benchmark

Globalisation means more competition. People, companies and capital are 
becoming increasingly mobile. Moving a factory to another country is diffi-
cult but moving an IT company is easy. Technological advances will mean 
faster globalisation.

Finland’s public administration also has to face the consequences of glo-
balisation: Countries are competing with each other on how they can serve 
as favourable investment environments for companies and as pleasant liv-
ing environments for foreign experts.

Even a well-performing public administration is not good enough if it 
is not better than in the reference countries. The way in which the compa-
nies making investment decisions see the country’s public administration 
and they own experiences with it are the crucial factors. In other words, the 
functioning of the public administration, as measured with objective indi-
cators, is not the only consideration.

Even a well-performing public 
administration is not good 
enough if it is not better than 
in the reference countries
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Even if you are already a top player, you must always have the 
will to become even better

“We are good, but the minister encourages us to become even better.”
– excerpt from an interview with a Dutch government official

Public administration should set itself ambitious targets

“The target may be overoptimistic but the movement towards the tar-
get is more important than achieving it.”
– excerpt from an interview with a Finnish government official

The expertise possessed by companies should be used

Companies know best what factors promote or slow down their investments 
and for this reason it is important to use their expertise in business policy.

The business executives interviewed for this audit emphasised that there 
should a more extensive dialogue between companies and the authorities. 
In the companies’ view, the authorities should take a more active role in the 
launching and maintaining of this dialogue.

The dialogue would provide the authorities with a better understand-
ing of the companies’ experiences. It would make it easier for the authori-
ties to put themselves in the other party's position and to view things from 
the other party’s perspective. 

Relevant authorities should ask companies the following questions: 
What changes are required so that companies would make investments? 
What are the things that the authorities could do better? What is good and 
what is bad in the business operating environment?

The dialogue would make the authorities more aware of the issues con-
sidered important by companies but it would also send a signal that the au-
thorities consider business investments important and are committed to 
improving the investment environment. This could make the investment 
environment more predictable in the eyes of the companies.

It seems that government officials are sometimes unwilling to listen to 
companies: They are afraid of losing their impartiality and are too eager to 
see companies as promoters of their own narrow interests. It is of course 
important to be aware of the companies’ own interests and to apply source 
criticism but work should not be based on the assumption that companies 
are dishonest.

The general impression of the interviews was that companies are will-
ing to share their knowledge with the authorities and they appreciate coop-
eration with the authorities, such as participation in the planning of strat-
egies and development projects.

The dialogue would provide 
the authorities with a 
better understanding of the 
companies’ experiences

It seems that public 
administration is too eager to 
see companies as promoters 
of their own narrow interests
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Business policy should be based on an understanding of why 
companies succeed

When ministries are preparing new legislation or other important decisions, 
they should analyse the impacts of the different options, obtain information 
about the current situation in society and anticipate what may happen in 
the future. These principles are also included in the Government’s legisla-
tive drafting guidelines.

It is important that in public decision-making, business economics ex-
perts in such fields as management, marketing, accounting, financing, en-
trepreneurship and logistics are also heard. The way in which companies 
make decisions and succeed is studied in business economics. In business 
economics, companies are typically considered as active and independent 
actors that are not merely at the mercy of circumstances. 

Business economics help to provide answers to the following question: 
What kind of public decisions should be made if the aim is to encourage 
business growth?

Good interaction practice: Swedish Innovationsrådet

In 2014, Sweden established the Innovationsrådet, a body which is chaired 
by the Prime Minister and that has five other important ministers and ten 
representatives of companies and universities as its members. The purpose 
of the Innovationsrådet is to serve as a forum for a continuous dialogue be-
tween the Government, companies and research institutes. The aim of the 
body is to provide an overall picture of the Swedish economy and strength-
en Sweden's innovative capacity and competitiveness. It submits develop-
ment proposals to the Government and makes new openings.

In business policy, it is important 
to hear both economics and 
business economics experts

Views on the dialogue between companies and the authorities

“I haven't received too many phone calls.”
– excerpt from an interview with a Finnish business executive

“Danish authorities are open to a dialogue, in fact they want to have 
a dialogue.”
– excerpt from an interview with a Danish business executive

“We should go and ask the companies: How can we help you? At least 
we should try to keep the companies in this country.”
– excerpt from an interview with a Swedish government official

“The important thing is that different central government actors are 
open for cooperation and that the interaction is unbureaucratic. The 
hope is that the public sector would react more quickly to companies’ 
wishes and take a more active approach to the understanding of their 
needs and to a continuous dialogue.”
– excerpt from an interview with a Finnish business executive
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2.3 It is important to recognise the role of 
intangible issues in success

Intangible investments are important even though they do not appear 
in a company's balance sheet

A growing proportion of business investments do not appear as investments 
in the companies’ balance sheets or in national accounts. Product develop-
ment investments and software purchases are more or less the only intan-
gible investments entered in the balance sheets.8

The inputs that a company makes into its personnel, marketing, organ-
isational culture and working conditions are not usually entered as invest-
ments in the accounts even if they could be considered as such. Instead, they 
are nearly always entered as costs. This is because of the good accounting 
principles and tax planning. However, in management accounting such in-
puts can be treated as investments.

Invisible matters should 
be made visible

An example of an “invisible” investment in the IT sector

“When a game company holds a party in honour of a game it has 
“killed”, it is an investment in the company's successful culture that 
also permits failures. However, it is not entered as an investment.”
– excerpt from an interview with a Finnish business executive

It is important to recognise the role of “soft” matters in successful 
business operations

According to the interviews and the literature used as sources in the au-
dit, the following intangible factors can contribute to a company's success:

Intangible resources competence, innovations, commercialisation skills, mar-
keting, brands, networks

Management management skills, efficiency, ability to find the right 
people, motivation skills

Operating in the market strategic thinking, agility, growth-orientation, boldness, 
renewal

Business culture performance-orientation, energy, creativity, dynamism, 
good atmosphere

Qualities of an individual Diligence, leadership, self-confidence, will, ambition, 
ability to learn, sharp thinking

Surrounding culture attitudes towards success and setbacks, economic 
atmosphere, trust, tolerance

Public administration

decision-making and problem-solving, competence, 
reliability, predictability, service-orientation, flexibility, 
ability to engage in a dialogue, innovativeness, empathy, 
ability strengthen other people as actors

At the same time, intangible public administration success factors support-
ing a company's operating prerequisites include the following:



22

Perceptions play a role in investment decisions

According to the interviews with business executives, even though infor-
mation is collected for investment decisions and calculations of alternatives 
are made, investment decisions are not entirely logical decisions based on 
facts. Companies often have to produce their analyses in a hurry in which 
case the circumstances, emotions, intuition and chance impact the deci-
sion. In the words of one business executive, investment decisions include 
the “component of the possible”.

Occasionally, investment decisions are made even though there is no 
information on what the result of the investment would be. According to a 
Finnish business executive, one example of this is an IT company that in-
vests in the development of artificial intelligence and robotisation even 
though it does not have any clear picture of the concrete outputs or bene-
fits of the development work. 

When a company decides which country it selects as an investment lo-
cation, in addition to the other business environment factors, it also con-
siders the following: how interesting and well-known the country is, the 
country's image in the world, experiences of contacts with the country's au-
thorities, company’s ties with the country, and personal relationships (see 
also Chapter 5.2 and Figure 8).

In addition to investment 
calculations, there are also 
many other factors influencing 
investment decisions
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3 What are the strengths, weaknesses, 
threats and opportunities of 
Finland's investment environment 
in relation to the other reference 
countries?

Finland, Sweden, Denmark and the Netherlands are almost equal when 
measured with international competitive indices.

Finland cannot achieve competitive advantages by relying solely on the 
matters in which all its competitors are also good, which include innova-
tiveness, equality and reliable public administration. At the same time, Fin-
land does not do poorly because of the weaknesses that our competitors al-
so have. For example, all reference countries have high tax rates.

In areas of competence, good basic education and availability of pro-
gramming skills are strengths specific to Finland. The lack of marketing 
skills is our weakness.

Finland is not as well-known and attractive as an investment location as 
the other reference countries. Tendency of investments and business oper-
ations to concentrate in certain countries puts Finland at a disadvantage.

Finland’s geographical location is less favourable than that of the oth-
er reference countries. However, the centrality of the location is not only a 
matter of geography; social factors also play a role and for this reason the 
location can be made more central.

In addition to the issues measured with indices, there are also two oth-
er factors that are important considerations for companies making invest-
ment decisions: demand in the market area and expected economic growth. 
Since the year 2012, Finnish economic growth has been slower than in the 
three other reference countries.
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It is clear that a lot has to be done

“Situational picture of the Finnish economy: We must do all we can.”
– excerpt from an interview with a Finnish business executive

3.1 Economic growth: Finland has dropped 
from the first place to the last
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Figure 3: GDP growth in the reference countries and average growth in the EU countries 
between 2004 and 2015

Source: Eurostat

During the financial crisis, the Finnish economy contracted substantially 
more than in the other reference countries.

In 2010 and 2011, the Finnish economy grew fairly rapidly but since 2012 
the growth has been substantially slower than in the other reference coun-
tries and below the EU average. The Finnish economy contracted during 
three successive years (2012, 2013 and 2014) and in 2015, the growth was 
only 0.2 per cent.

The Finnish economy is still smaller than in 2007, when measured with 
GDP per capita at comparable prices.

Of the reference countries, only the Swedish economy has reach the 
growth rates that it enjoyed before the financial crisis (in 2010).

Since 2012, economic 
growth in Finland has been 
considerably slower than in the 
other reference countries
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3.2 Strengths: Finland is particularly strong 
in basic education and the ICT cluster 
but there is still room for improvement in 
other areas

Improvements in areas where all four countries are strong would give 
us a competitive advantage

The investment environments in Finland, Sweden, Denmark and the Neth-
erlands are very similar and many of the strengths are common to all four 
countries. They are all welfare states that use high productivity as a com-
petitive advantage.

Strengths that the other reference countries also possess do not give Fin-
land any competitive advantage but Finland could stand out among its com-
petitors by strengthening some of these areas. As there are only slight dif-
ferences between the four countries, even small improvements could help 
Finland to distinguish itself from the rest of the reference group. Finland 
could stand out from the other countries in such areas as the performance 
and innovativeness of public administration and citizens’ trust in each oth-
er and the authorities.

Finland has a particularly strong basic education system and ICT 
cluster

According to the PISA survey, the basic education systems in Finland and 
the Netherlands are of higher quality and more equal than in Denmark or 
Sweden9. A high-quality basic education system is an important strength, 
which Finland must preserve because skills are an important competitive-
ness factor when countries use high productivity as a competitive advan-
tage. A basic education system offering equal opportunities to all students 
even provides with Finland with a competitive advantage against Sweden 
and Denmark.

Another area where Finland is particularly strong is our ICT cluster. Fin-
land has long traditions in the development of the ICT sector and a good ICT 
innovation ecosystem. Furthermore, the availability of programming experts 
is better in Finland than in the other reference countries. Even though all 
four countries are highly developed information societies, Finland should try 
to stand out from the other countries because Finland already has a strong 
ICT sector and has advantages in the sector compared with its competitors.

Finland has the lowest business tax rate among the reference countries 
(20%). It is lower than in Sweden (22%), Denmark (24.5%) and the Nether-
lands (25%), and the Finnish tax rate is also below the EU average (21.9%). 
In the international comparisons measuring the competitiveness of business 
taxation, Finland is also the best of the four reference countries10.

The Slush start-up event is well-known around the world and the inter-
views also indicate that it has a positive impact of Finland’s country image.

In global comparisons, 
all four countries are 
strong in competence, 
equality and openness

A comparison with Sweden, 
Denmark and the Netherlands 
shows that Finland has few 
such strengths that these 
countries did not have

Finland has a competitive 
business taxation system



28

Finland’s basic education system attracts praise

“In the Netherlands, teachers’ salaries were cut during the previous fi-
nancial crisis. When I worked in the sector, teacher's profession was still 
highly appreciated but this is no longer the case. People think that if you 
end up as a teacher, it means that you are unable to get any work in the 
private sector. Of course this is not true. However, this means that the 
quality of the teaching suffers. In Finland, teachers have a much higher 
status than in the Netherlands. We could learn from you in this respect.”
– excerpt from an interview with a Dutch expert

Programming expertise gives Finland a competitive advantage

“There is a huge shortage of programming experts in Sweden.”
– excerpt from an interview with a Swedish government official

“The shortage of IT experts in a serious problem in the Netherlands. 
Companies train their own IT experts. In the Netherlands, like in oth-
er countries, it has been proposed that schoolchildren should be intro-
duced to coding and digital skills at an early age. However, it will take 
twenty years before today's four-year olds are in working life.”
– excerpt from an interview with a Dutch expert

Strengths of Finland's competitors: tendency of investments to 
concentrate, internationalism and broad industrial base

Business investments and international business operations tend to concen-
trate in countries that have already attracted them. Investments have pos-
itive multiplier effects as the demand and supply in a sector help sustain 
each other. Investments strengthen competence and ecosystems in a sec-
tor. This phenomenon, which is called path dependency, currently favours 
Finland's competitors. A substantial majority of large companies have their 
Nordic head offices in Sweden and Denmark, too, has more than twice as 
many of them as Finland (Table 2).

Even if the four reference countries would otherwise provide similar 
business operating prerequisites, concentration of investments puts Fin-
land in a weaker position. In order to break this trend, it is essential for Fin-
land to improve its investment environment and to successfully market it 
to foreign investors.

Matthew effect in the 
concentration of investments: 
Those who already 
have will get more
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Number

Finland 10

Sweden 24

Denmark 11

Netherlands 25

Finland has substantially 
fewer global head offices of 
large companies than Sweden 
and the Netherlands

Table 2: Global head offices of the world's 2000 largest companies in the reference 
countries in 2015

Source: Stockholm Business Region & Øresundsinstituttet 2015, Global Companies with Offices in the 
Nordic Region

Number Percentage

Sweden 159.5 64%

Denmark 50 20%

Finland 21.5 7,5%

Norway 19 8,5%

Iceland 0 0%

Total 250 100%

Sweden has more than seven times 
as many and Denmark more than 
twice as many Nordic head offices 
of large companies than Finland

Table 3: Nordic head offices of the world's 2000 largest companies in the reference 
countries in 2014

Source: Stockholm Business Region & Øresundsinstituttet 2015, Global Companies with Offices in the 
Nordic Region

Sweden, Denmark and the Netherlands are well-known countries and 
they have attractive cities. They have long traditions in international trade 
and thus also extensive international networks. Their top government lead-
ers are also more actively involved in the efforts to attract foreign invest-
ments.

Finland also has a narrower industrial base than the other three refer-
ence countries. They have more strong sectors than Finland, especially in 
the consumer business. The three other reference countries have better 
marketing skills.

Denmark stands out among the group with the flexicurity scheme, which 
makes its labour market particularly flexible. In Denmark, it is easy to lay 
off employees but unemployment benefits are fairly generous. For this rea-
son, workforce is more mobile in Denmark that in the other three coun-
tries. Denmark also has the lowest unemployment rate among the refer-
ence countries (3/2016).

The Netherlands offers more tax benefits to foreign companies and for-
eign experts than the other three countries. The Netherlands has introduced 
tax schemes that prevent double taxation in situations where income is paid 
from subsidiaries to the parent company. Foreign experts living in the Neth-
erlands may receive a thirty per cent tax deduction in their income taxation 
and social security contributions.11

These tax benefits have created jobs and attracted international net-
works to the Netherlands. However, many of the international companies 
domiciled in the country are “PO Box companies” that are only located in 
the country for tax reasons and that do not have any real business opera-
tions in the Netherlands.

The Netherlands offers more tax 
benefits to foreign companies 
and foreign experts than the 
other three countries
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Instructions for reading the SWOT tables

The comparative SWOT analysis of the investment environment in 
the four countries is presented in four tables: strengths, weakness-
es, opportunities and threats.

The matters that are common to all four countries (Finland, Swe-
den, Denmark and the Netherlands) are listed in the centre column. 
The matters specific to Finland are shown in the first column, while the 
third column shows matters specific to the three countries competing 
with us. The purpose of the comparative setting is to illustrate in which 
matters Finland could get a competitive advantage against the other 
three countries or fall behind.

The strengths, weaknesses, opportunities and threats are grouped 
in accordance with their character into factors concerning business 
prerequisites, society and the living environment, and the national 
economy.

An overall assessment produced by the National Audit Office based 
on source literature, international competitiveness comparisons and 
interviews is presented in the tables.
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Main strengths Strengths common to all four countries Examples of the strengths

Business 
operations

High-quality basic education providing 
equal opportunities. (also applies to the 
Netherlands)

Availability of programming, technology 
and science experts.

There are direct connections from 
Helsinki Airport to different parts of the 
world, especially Asia.

Slush is an important global meeting 
place for start-up companies.

Competitive business taxation.

Membership in the euro area reduces 
currency risk. (also applies to the 
Netherlands)

Ample natural resources: wood and 
minerals. (also applies to Sweden)

Closeness of Russia, especially St 
Petersburg.

The countries are in the global top 
league in nearly all areas when mea-
sured with investment environment 
variables.

Open economies.

Highly educated workforce.

High quality research.

Good innovation ecosystems and public 
sector support for innovation activities.

Availability of funding.

Easy to set up a business.

Price and availability of energy.

Good language skills.

More positive attitudes to entre-
preneurship and growth of start-up 
entrepreneurship.

Design skills.

Workable democracy, safety, work-
able justice system, ownership rights, 
competent administration, low level of 
corruption.

Citizens trust the authorities.

In large projects, statute-drafting is 
typically broad-based.

Success in international trade has 
multiple effects (capital, skills and 
networks). (Sweden, Denmark and the 
Netherlands)

High status of marketing and market-
ing skills. (Sweden, Denmark and the 
Netherlands)

Strong and well-known clusters. (Swe-
den, Denmark and the Netherlands)

Flexicurity makes labour markets flex-
ible. (Denmark)

Good broadband connections. (Sweden, 
Denmark and the Netherlands)

Oresund Bridge serves as a link to 
Continental Europe. (Sweden)

Good flight connections. (Denmark and 
the Netherlands)

Rotterdam is Europe's biggest port. 
(Netherlands)

Good location in Continental Europe; 
a country that is small in terms of its 
size are but a part of a large market. 
(Netherlands)

Business tax rates are lower than 
elsewhere in Europe and tax incentives 
are offered for foreign investments. 
(Netherlands)

Favourable climatic conditions for agri-
culture and horticulture. (Netherlands)

Government ministers and members 
of the Royal Family are committed to 
promoting investments. (Denmark)

Society and 
living environ-
ment

Long traditions with trade with Russia. Welfare states, high level of social 
equality.

Gender equality.

Highly developed information societies.

Known as reliable trading partners.

Unpolluted environment.

Known as tolerant and liberal societies.

Well-known in the world. (Sweden, 
Denmark and the Netherlands)

Attractive and vibrant cities. (Sweden, 
Denmark and the Netherlands)

Long traditions and extensive networks 
in international trade. (Sweden, Den-
mark and the Netherlands)

Because of immigration, population 
grows more rapidly than in the other 
reference countries. (Sweden)

Economy

ICT and forest industry as successful 
sectors.

Euro area countries have more room for 
manoeuvre in fiscal policy. (also applies 
to the Netherlands)

Specialised in high added-value pro-
duction.

Substantial R&D inputs.

Broad tax base.

Broad industrial base, several strong 
sectors. (Sweden, Denmark and the 
Netherlands)

Several companies with successful 
international operations and consumer 
brands. (Sweden, Denmark and the 
Netherlands)

Most of the head offices of Nordic 
companies are located in Stockholm. 
(Sweden)

Strong and stable economic growth. 
(Sweden)

Low unemployment. (Denmark)

Table 4: Finland’s strengths as an investment environment in relation to the other reference countries
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3.3 Weaknesses: Finland lags behind the 
other three countries in economic 
growth and attractiveness, not so much in 
business prerequisites

Some of the weaknesses common to all reference countries result 
from the competitive strategy chosen by welfare states

Due to taxation and social security contributions, the cost of labour is high 
in all four countries, especially in low-productivity jobs. However, these 
weaknesses are mainly the result of the fact that the countries have decid-
ed to provide extensive public services. 

Even though all four countries are in the global top league in equality, so-
cio-economic gaps between different population groups in them have wid-
ened during the past two decades.

Living in large cities is expensive

Living in large cities is expensive in all four countries. Stockholm is a particu-
larly expensive place to live. Because of rent controls, rental flats are scarce 
in the city and the capital gains tax on inheritance has reduced the number 
of flats on sale, especially in the centre of Stockholm. Helsinki and Copen-
hagen have a competitive advantage in relation to Stockholm in this area.

The high cost of living is partly the result of the slow land use planning 
process. The slow land use planning and building permit processes also con-
stitute a direct obstacle to investments in the reference countries.

All reference countries have 
a high overall tax rate

Unbureaucratic land use 
planning would give Finland 
a competitive advantage
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High housing prices mean that the area is attractive

“At the same time, housing shortage is common in attractive areas. 
Living is expensive in New York, it's expensive in London. However, 
the situation would not be as bad if we had acted in the right manner.”
– excerpt from an interview with a Swedish government official

In Stockholm, the housing shortage also affects business

“The housing shortage is a real problem and we can call it a crisis. The 
housing situation means that people are less mobile. The fact is that 
more flats are being built in Stockholm than at any time during the past 
40 years but it's not enough.”
– excerpt from an interview with a Swedish government official

“Spotify has problems with recruiting people in Stockholm because 
there are no flats.”
– excerpt from an interview with a representative of a Swedish busi-
ness organisation

High cost of Stockholm gives Copenhagen a competitive 
advantage

“Having a head office in Stockholm is between 15 and 20 per cent more 
expensive than in Copenhagen. Copenhagen and Stockholm are very 
similar, we can offer the same talent but if this is a cheaper place... This 
is an important success factor for us.”
– excerpt from an interview with a Danish government official

Finland does not have weaknesses in business prerequisites

With regard to business prerequisites, one can agree with Jorma Eloranta: 
Finland does not have any significant strengths or weaknesses as an invest-
ment location compared with its competitors12.

However, in marketing skills and the way in which marketing is viewed, 
Finland lags behind the other reference countries (see Chapter 4.2).

Especially the business executives interviewed for the audit expressed 
the view that Finnish companies are at a competitive disadvantage in the 
European single market because the directives are more strictly imple-
mented in Finland than in other EU countries. However, this view is not 
supported by comparative studies. In the projects aimed at improving the 
quality of regulation, a small number of cases have been identified in Fin-
land in which directives have been implemented in a manner that negative-
ly affects business operations13.

In the flexibility of the labour market, Denmark stands out among the 
reference countries with its flexicurity model. In Finland, Sweden and the 
Netherlands, the labour market is divided: Some of the workforce is highly 
inflexible and some of it is highly flexible. It is difficult to lay off inflexible 

It is important to safeguard the 
position of Finnish companies 
in the European single market

Some of the workforce is 
highly flexible and some 
of it is highly inflexible
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workforce, it is not sufficiently mobile and it is not interested in retraining. 
The flexible workforce includes temporary agency workers, self-employed 
individuals, part-time workers and fixed-term employees. An increasing 
number of individuals are also offering their work inputs on online plat-
forms through intermediaries.

Finland is less known and less internationalised and has a stagnant 
economy, which make it less attractive as an investment location

The fact that Finland is little known means that it may not even be includ-
ed in the long list of potential locations compiled by a foreign company con-
sidering investments. As stated above, Finland has fewer global head offic-
es of large companies than the other reference countries. Finland has also 
managed to attract considerably fewer Nordic head offices of large compa-
nies than Sweden or Denmark (Tables 2 and 3).

Since the year 2012, Finnish economic growth has been slower than in 
the other reference countries. Weak economic growth reduces demand in 
the market and thus also makes the country less attractive as an investment 
location. The unemployment rate in Finland is also substantially higher than 
in the other reference countries.

Finnish population is growing, albeit fairly slowly

According to economics thinking, labour input is one of the factors explain-
ing economic growth. Labour input can be measured by the number of em-
ployed people or the hours worked.

Between 2009 and 2015, Sweden had the fastest growing population 
among the reference countries (6.4 per cent). In Denmark the figure was 
3.5 per cent and in Finland and the Netherlands 3 per cent.

In 2015, Sweden accepted 32,200 asylum applications, which was sub-
stantially more than in any of the other reference countries. The Nether-
lands granted an asylum to half this number (16,500), while the figure for 
Denmark was considerably lower (9,920) and for Finland only 1,70014. How-
ever, it is more difficult for people arriving in a country as asylum seekers 
to find work and they will not necessarily increase the labour input to the 
same amount as people immigrating for work. 

Some of the weaknesses in other countries give Finland a competitive 
advantage

There is a shortage of programming experts in the other three reference 
countries, whereas the situation in Finland is good in this respect.

In Finland, the quality of basic education is higher than in Sweden, Den-
mark and many other countries competing with us, and it also provides more 
equal opportunities.

Helsinki provides better direct flight connections to the rest of the world 
than Stockholm.

The interviews reinforced the view 
that Finland and the strengths of 
its investment environment are 
not well-known in the world

Sweden is the country with the 
fastest growing population
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Weaknesses specific to Finland Weaknesses common to all four 
countries Examples of the weaknesses

Business 
operations

Inability to commercialise promising 
innovations.

Lack of marketing skills (also at mana-
gerial level).

Difficult to lay off employees, at the 
same time there is also flexible work-
force. (also applies to Sweden and the 
Netherlands)

Little success in regulatory competition 
in the single market.

Rigid public administration, bureau-
cracy and slow permit processes. 
Public administration has insufficient 
customer service skills and government 
officials do not have enough under-
standing of the way in which compa-
nies view different issues.

Public administration does not provide 
companies with services or information 
in English.

Business environment in sparsely popu-
lated areas. (also applies to Sweden)

Few internationally known clusters.

Expensive workforce, especially in low-
productivity sectors.

High total tax rate weakens purchasing 
power.

There is too little growth entrepreneur-
ship.

Entrepreneurs have weaker social secu-
rity than wage earners.

Making land use planning decisions 
takes too long from companies’ per-
spective.

Difficult to lay off employees, at the 
same time there is also flexible work-
force. (Sweden and the Netherlands; 
also applies to Finland)

Poor quality and inequality of basic edu-
cation. (Sweden and Denmark)

Shortage of experts in programming, 
technology and sciences. (Sweden, 
Denmark and the Netherlands)

There are relatively few direct connec-
tions between Stockholm Arlanda Air-
port and the rest of the world. (Sweden)

National currency increases currency 
risk. (Sweden and Denmark)

Business environment in sparsely 
populated areas. (Sweden; also applies 
to Finland)

Consumers adopt new technologies 
more slowly than consumers in other 
countries. (Netherlands)

Availability of SME funding. (Nether-
lands)

Society and 
living environ-
ment

The country is little-known in the world.

Attracting international experts is 
difficult; Helsinki is relatively small and 
quiet.

Internationalisation is a recent phe-
nomenon.

Quietness and modesty are typical 
cultural features and they have not con-
tributed to marketing skills.

Fewer foreign students than in the 
other countries.

Distinctive language.

Remote location and small market.

Housing in large cities is expensive. Rent controls and capital gains tax 
make it expensive to rent out flats in 
Stockholm. (Sweden)

Economy

Economic growth has remained weak 
(GDP grew by 0.2% in 2015) and 
unemployment is high (8.7%).

Investments are still lower than in 
2008.

Inflexible labour markets: There is little 
mobility between localities and sectors 
and little retraining.

General government sustainability gap 
creates pressures for tax increases 
and cuts in subsidies, which reduces 
purchasing power.

Narrow industrial base: Finland has 
had little success in the international 
consumer market. 

For many years, there was little interna-
tional competition in many sectors and 
for this reason companies did not have 
any incentives to develop their opera-
tions in accordance with the require-
ments of international markets.

The level of business investments is still 
lower than it was before the financial 
crisis.

Consumers’ expectations of future eco-
nomic growth have remained pessimis-
tic, which reduces consumption.

Business taxation has created wrong 
incentives and attracted PO box compa-
nies to the country. (Netherlands)

National currency limits room for 
manoeuvre in fiscal policy. (Sweden and 
Denmark)

Table 5: Finland’s weaknesses as an investment environment in relation to the other reference countries
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3.4 Threats: The Finnish economy continues 
to grow more slowly than the economies 
of the other reference countries, central 
government revenue base will erode 
and Finland is no longer able to use 
competence as a competitive advantage

If a country is unable to response to the challenges of international 
competition, the revenue base of the welfare state will erode and the 
benefits of an equal society will be lost

Tougher international competition poses a challenge to the companies, 
economies and public administration in the four reference countries. The 
most significant threats facing the reference countries arise from the pros-
pect that economic growth will be slower than expected, which will erode 
the tax base and important societal strengths and make the living environ-
ment less attractive. There are no significant threats in any of the reference 
countries that arise from the weakening of the legislative prerequisites for 
business operations.

Sweden has by far the best economic situation among the reference 
countries and Finland the weakest. Investments are largely dependent on 
economic growth and the danger is that business investments in Finland, 
Denmark and the Netherlands will also remain below the pre-financial cri-
sis levels in the coming years.

Collecting taxes will become more difficult as companies and wealthy 
individuals will be able to change their countries of residence more easily, 
which will lead to a tax competition between countries (race to the bottom). 
However, the EU is planning measures to tackle the most extreme forms of 
tax competition, which would particularly affect the Netherlands among 
the four reference countries.

Companies in all four countries face the threat of not succeeding in on-
line commerce, as a result of which an increasing proportion of consump-
tion will be channelled abroad and the seller companies will not make any 
investments in the consumers’ countries of residence. This threat is par-
ticularly relevant to Finnish companies, which have been less successful 
in online commerce than companies in the other three reference countries 
(see Chapter 4.2).

Slower globalisation is also a threat. In Britain, a majority of the citizens 
voted for the country's exit from the EU in June 2016. Brexit may be one of 
the first signs that the process of EU integration is slowing down. The threat 
is that EU starts dismantling its single market (free movement of people, 
goods, services and capital).

A threat is an undesirable event 
that may take place in the future

Competition between countries 
reduces tax revenue from business 
income and capital gains

A more rapid globalisation involves 
threats but dangers also arise 
if globalisation slows down
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Mobility and multinational nature of companies make 
innovation funding more difficult

“It used to be quite clear: Vinnova supported Swedish companies doing 
research in Sweden. However, everybody is now doing virtual research 
everywhere and with everybody. Funding granted to a Swedish compa-
ny may end up supporting Microsoft's development efforts. Many of 
the Swedish tech start-ups have an office in the Silicon Valley. There 
have been cases where Vinnova has provided the company with fund-
ing, the company takes the money and moves to the Silicon Valley. But 
what can you do? If you don't give the money, the company may die.”
– excerpt from an interview with a Swedish government official

Finland's competence base must remain strong if it wants to use 
productivity as a competitive advantage

There is a danger that spending cuts will weaken the quality of Finland's 
education and research system. Prime Minister Juha Sipilä's Government 
has cut spending on education and research by about 1.1 billion euros or six 
percent, compared with the spending levels in 200915. There is no evidence 
that these cuts have affected the quality of education and research in Fin-
land. However, this is an undesirable threat scenario because a high-quali-
ty basic education providing equal opportunities has been perhaps the most 
important factor specific to Finland that helps to make our country an at-
tractive business location.

In all reference countries, ageing of the population may lead to a situa-
tion where there are no longer enough skilled workers available. However, 
Sweden is in the best position because its population is growing more rap-
idly than in the other three countries.

There is a danger in all four countries that supporting innovations 
through public sector grants becomes more difficult as the grants end up 
abroad16.

If the quality of education and 
training is improved spending cuts 
will not weaken the performance of 
the education and training system

Product development grants 
provided by the public sector 
may end up in other countries

Inability of companies and the public administration to accept 
reforms is a threat facing Finland

Inability of companies to accept reforms and to create novel business has 
been one of the problems facing Finland17. In the interviews for the audit, 
public administration was also criticised for its inability to undergo reforms 
as well as for the lack of innovativeness and agility. These two issues may 
be interconnected, if the adherence of public administration to old models 
will create such regulation and official controls that prevent reforms in the 
operating environment and business operations18.

Another threat is that the decisions required for improving Finland’s 
economic situation and encouraging business investments are not taken.

Inflexible legal regulation 
may prevent the creation of 
novel business operations
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Being the only euro area country in the Nordic region provides Finland 
with a competitive advantage

Large investors in particular may want to prioritise their investments in 
countries with lower currency and interest rate risks. Being a large curren-
cy, euro is usually more stable than the currencies of small open economies.

The problem in a small euro area country like Finland is that the mon-
etary policy of the European Central Bank may not be what the country 
would need. The monetary policy in the euro area is usually best suited for 
the large member states, such as France and Germany.

Even though euro area countries do not have independent monetary pol-
icies they may have room for manoeuvre in their fiscal policy. This is be-
cause in small euro area countries in particular, fiscal stimulation will not 
lead to higher interest rates as easily as in countries with their own curren-
cies. On the other hand, the rules of the euro area limit the chances of the 
member states to apply fiscal stimulation.
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Table 6: Threats facing Finland's investment environment in relation to the other reference countries

Threats specific to Finland Threats common to all four countries Examples of the threats

Business 
operations

Quality of education, research and 
product development will suffer as a 
result of budget cuts.

Inflexible regulation may prevent 
reforms in individual sectors and the 
creation of new industries.

Availability of skilled workforce in the 
future as the population is ageing. (also 
applies to Denmark and the Nether-
lands)

Decrease in and uncertainties concern-
ing trade with Russia.

Lack of common will in the encourage-
ment of investments.

Short-term nature of political decision-
making and the tendency to seek 
compromises.

EU starts dismantling the single market 
(free movement of workers, goods, 
services and capital).

Availability of skilled workforce in the 
future as the population is ageing. 
(Denmark and the Netherlands; also 
applies to Finland)

EU may take measures to deal with the 
most extreme forms of tax competition. 
(Netherlands)

Demand for logistics sector may 
decrease with the growth of circulation 
economy and 3D printing. (Denmark 
and the Netherlands)

Society and 
living environ-
ment

The economic benefits of foreign in-
vestments are not fully understood.

Strict immigration policy; immigration 
does not bring new workforce. (also 
applies to Denmark)

Gaps in living standards between citi-
zens widen and social mobility weak-
ens. Equality in education is eroded.

Trust capital in society is eroded.

Efforts to integrate immigrants into 
society and to provide them with jobs 
will fail.

Weakening of internal security and 
security in relation to foreign countries.

Strict immigration policy; immigration 
does not bring new workforce. (Den-
mark; also applies to Finland)

Economy

There is no prospect of economic 
growth.

Companies and sectors are unable to 
overhaul their operating practices as 
operating environments are changing.

Dependency on the success of two sec-
tors: ICT and forest industry.

Long-term unemployment is on the 
increase.

Ageing of the population will increase 
pension and care expenditure.

Finland has been less successful in on-
line commerce than other countries and 
there is a risk that an increasing propor-
tion of consumption will go abroad and 
there are no investments in Finland.

Brain drain: People that have received 
education or training in Finland cannot 
find work and move abroad.

Membership in the euro area does not 
allow independent monetary policy. 
(also applies to the Netherlands)

Productivity does not remain high 
enough so that the welfare state could 
be maintained.

Productivity drops as the service sector 
increases.

International competition gets tougher 
and the share of Western countries 
in world trade and investments will 
decrease.

An increasing proportion of consump-
tion will go to foreign platforms and 
online commerce.

Consumers are indebted and if interest 
rates go up, there will be less money for 
consumption.

Revenue base is eroded by tax compe-
tition.

Public sector R&D subsidies end up in 
other countries.

Growing circulation economy weakens 
economic growth.

The Dutch economy is dependent on 
the growth in international trade and 
the growth in such economies as Ger-
many. (Netherlands)

Ageing of the population will increase 
pension and care expenditure. (Den-
mark and the Netherlands)

Euro area countries do not have any 
independent monetary policy. (also 
applies to Finland)

Instability of national currency (Sweden 
and Denmark)
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3.5 Opportunities: Both Finland and the 
other reference countries have a number 
of opportunities the using of which is in 
their own hands

The countries are able to adhere to a good social model and open 
culture

A good living environment, unpolluted nature, liberal attitudes and reli-
able public administration are things that will continue to attract skilled 
workforce and high-productivity companies to these countries. These fac-
tors may assume an even greater importance in the future. It is important 
that these strengths could also be communicated to the rest of the world.

Competence development provides Finland with important 
opportunities

Negative attitudes towards marketing and weak marketing skills are a prob-
lem for Finland (see Chapter 4.2). Better marketing skills would provide 
Finland with opportunities that, in an ideal situation, would also help us to 
build a broader industrial base.

There is now more teaching in artistic and practical subjects, and pro-
gramming has also been introduced as a subject. Developing basic educa-
tion so that it would provide students with better working life skills, espe-
cially good skills of persuasion and presentation, is a major opportunity, 
even though it would only have a long-term impact.

Aalto University provides a combination in commercial, engineering and 
design competence that is also at high level internationally.

Finland can also turn its geographical location into an advantage

Finland’s geographical location may well become more central as result of 
such factors as growth in trade with Russia and the Northeast Passage. New 
public transport solutions, such as the tunnel between Finland and Estonia, 
high-speed low-pressure tubes or new rail connections through Eastern Eu-
rope would also bring Finland and the rest of Europe closer.

Succeeding in online commerce would be a particularly significant op-
portunity for Finland because in this area Finland is lagging behind the oth-
er reference countries and geographical location is less important in on-
line sales.

Most of the opportunities of 
the reference countries are 
common to all of them

Changing attitudes towards 
marketing and better marketing 
skills would be a major 
opportunity for Finland

A central geographical location 
is not permanent, economically, 
socially or culturally
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Opportunities specific to Finland Opportunities common to all four 
countries Examples of the opportunities

Business 
operations

Marketing skills will improve and prod-
uct design will become more consumer-
oriented.

Companies will become better at com-
mercialising innovations. R&D funding 
will also be allocated to commercialisa-
tion and retail trade.

Deregulation will create new business 
opportunities.

Aalto University brings together 
commercial, engineering and design 
expertise.

Universities will attract more foreign 
students and competence for the labour 
market.

Cost competitiveness will improve.

Basic education will become better at 
meeting today's demands, which will 
help to improve presentation skills and 
innovativeness.

Trade with Russia will grow; Finland will 
remain a stable market next to Russia.

Northeast Passage to Asia and Arctic 
knowhow.

Success in international online com-
merce.

Strict environmental legislation serves 
as an incentive for new environmental 
technology and products for which 
there may be global demand in the 
future.

Ageing of the population serves as an 
incentive to develop new services and 
products for the elderly and there will 
also be demand for them in other coun-
tries with ageing populations.

Digitalisation of public administration 
will boost the ICT sector.

Efficient, innovative and development-
oriented public administration will 
attract positive attention and invest-
ments.

Public administration assumes a more 
central role as an innovator and will 
develop services in cooperation with 
companies.

Free trade agreement between the EU 
and the USA.

Society and 
living environ-
ment

Growth of Helsinki and other cities and 
increasingly vibrant urban culture will 
make Finland more attractive.

Growth of cities will attract experts and 
companies.

Immigration will bring new workforce 
and makes the population more diverse.

Open-minded culture and liberal 
attitudes in the reference countries may 
serve as stronger competitive advan-
tages in the future.

Population is growing more rapidly, 
which will increase the workforce. 
(Sweden)

Economy

Successful structural reforms and de-
velopment of the business environment 
will be reflected in economic growth.

Industrial base will become more 
diverse if the consumer market will 
become stronger.

Green economy and high-productivity 
innovations in the forest industry.

ICT sector will be able to overhaul its 
operating practices.

Automation and technological advanc-
es will improve productivity.

There will be more foreign investments.

Entrepreneurship will become more 
appealing and popular. There will be 
more growth entrepreneurship.

Path dependency of foreign invest-
ments: Investments tend to accumulate 
in countries where investments have 
been made in the past. (Sweden and the 
Netherlands)

As other economies (especially Germa-
ny) grow, the Netherland will quickly 
benefit from this. (Netherlands)

Table 7: Opportunities for Finland's investment environment in relation to the reference countries
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Reading the traffic light table

The table illustrates the overall assessment of the National Audit Of-
fice on the quality of the investment environment factors in Finland, 
Sweden, Denmark and the Netherlands in relation to the other refer-
ence countries. An assessment of how these factors have developed 
in relation to the other reference countries is also included.

The factors have been assessed in relation to other developed coun-
tries. The colours should be interpreted as follows:

 – Green light: Based on this variable, the country is in the top 
group of developed countries.

 – Yellow light: The country is well-placed in relation to other de-
veloped countries but not in the top group.

 – Red light: The country has no more than fair performance in re-
lation to other developed countries.

The arrow next to the light describes the way in which the factor 
has developed between 2008 and 2015. The arrows should be inter-
preted as follows:

 – Arrow pointing upwards: There has been an improvement in this 
factor in relation to the other developed countries.

 – No arrow: No major changes have taken place concerning this 
factor.

 – Arrow pointing downwards: There has been a weakening in this 
factor in relation to other developed countries.

A positive trend means that the country's ranking in a competi-
tiveness index has improved by at least five places between 2008 and 
2015. A negative trend means that the country’s ranking has fallen by 
at least five places. If necessary, the overall picture has been supple-
mented with other source literature and interviews.

The assessment presented in the table is mainly based on the fol-
lowing competitiveness indices:

 – World Economic Forum: Global Competitiveness Report
 – International Institute for Management Development: World 

Competitiveness Yearbook.

The assessments of the indices have been supplemented with other 
literature and interviews if the indices have not provided an adequate-
ly comprehensive picture of the factor.

3.6 Overall assessment of the investment 
environments in the reference countries
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Table 8: Overall assessment of the investment environment and changes in it in Finland, Sweden, Denmark 
and the Netherlands

Finland Sweden Denmark Netherlands

Competence

overall education and training level

innovativeness

quality of research

Workforce

cost of labour

ease of being an employer

marketing skills

customer service skills

availability of ICT experts

Legislation

predictability of policies

ease of setting up a business

simplicity of company law

Funding

availability of funding

Taxes and subsidies

business taxation

taxation of work

value added taxation

capital taxation

business subsidies

tax subsidies for investments

Infrastructure and energy

roads

information networks

airports

ports

price of energy

availability of energy

Society

economic and social equality

how well-known is the country abroad?

how attractive is the country to foreign experts?

internationalisation

freedom of foreign investments

business environment in sparsely populated areas
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The positions of the four reference countries in international 
competitiveness indices are very similar

There are no clear differences in the quality of the investment environments 
of the four countries when measured using the traffic light table.

However, not all essential factors impacting business investments (such 
as the economic situation, size of the market or cultural factors) are includ-
ed in the traffic light table. Finland might well lag behind the other refer-
ence countries in these areas.

All refence countries use competence as their most important 
competitive advantage

In terms of overall educational levels of the population and the quality of 
research, all reference countries are doing equally well, except for Sweden, 
where the overall educational level of the population is no more than fair 
when compared with other developed countries.

All four countries are in the top league in innovativeness and it is essen-
tial for Finland to remain in this group.

Finland stands out among the reference countries in the availability of 
ICT experts.

Finland is the only one of the reference countries rated no more than 
fair in marketing and customer service skills. Furthermore, marketing skills 
in Finland have weakened during the past few years. State of the market-
ing skills and improving them are discussed in more detail in Chapter 4.2.

All four reference countries have high tax rates but they do not use 
taxation as their main competitive advantage

None of the reference countries is known for low tax rates. However, taxa-
tion in the Netherlands is lower than in Finland, Sweden or Denmark.

Relatively low business tax rates provide Finland with a competitive ad-
vantage and corporate taxes have also been lowered twice in the past few 
years.

In addition to social security contributions, high taxation is a factor mak-
ing labour costs high in all four countries, at least in low-productivity jobs. 
However, welfare states such as Finland, Sweden, Denmark and the Neth-
erlands do not primarily compete as tax havens characterised by low labour 
costs as they use quality of work as a competitive advantage. The services 
and equality provided by a welfare state may also make a country attractive 
to foreign experts and high-productivity investments.

Equality strengthens trust between citizens and between citizens and 
the authorities. Such trust is not self-evident in the world, not even in all 
Western countries. Trust can be an advantage when companies plan invest-
ments because it means more predictability and lower transaction costs and 
facilitates product development operations in many ways. 

Finland and Denmark share the first place in the assessment of econom-
ic and social equality. Furthermore, Finland has improved its position in this 
respect during the past few years.

Trust makes doing business easier
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Finland lags behind other reference countries in the regulatory 
environment

Finland lags behind other reference countries in the simplicity of compa-
ny law and the trend in this area has been negative. In such areas as politi-
cal predictability and the ease of setting up a business Finland is not among 
the world's best either. At the same time, Denmark and the Netherlands do 
extremely well in these areas.

Finland is less known and less international than the other reference 
countries

Finland lags behind the other reference countries in the variables measur-
ing how interesting the country is in the eyes of foreign companies (how 
well-known the country is in the world, how attractive the country is to for-
eign experts and how internationally oriented the country is). The Neth-
erlands is number one in these areas, which is partly explained by its loca-
tion in Europe.

As stated above, Finland does well when measured with economic and 
social equality. Good public services and equality could attract foreign ex-
perts and for this reason it is regrettable that the strengths of Finnish society 
are not known internationally. The role of a good living environment in the 
efforts to attract foreign experts is discussed in more detail in Chapter 4.3.

Finnish infrastructure of good quality, considering long distances and 
a unfavourable geographical position

In global comparisons, Finland's roads, airports and ports are at least of good 
quality. In data networks, Finland does slightly worse than the other refer-
ence countries but the new submarine cable between Helsinki and Germa-
ny has improved Finland’s data communications links.

The Netherland does better than the other reference countries in infra-
structure, which is partially due to its location and small size.

Energy prices and availability of energy in relation the rest of the devel-
oped world are at least good in all four reference countries.

Finland should simplify 
business regulation

Finland's strengths are not 
known in the world
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4 What could central government 
do to promote certain intangible 
success factors in the investment 
environment? 

Countries compete with each other in the quality of the networks and cen-
tres of excellence that they can offer companies. Clusters have an important 
communicative role and the authorities can help in their branding.

It seems that Finland suffers from the “vicious circle of marketing”, in 
which the low status of marketing has led to a situation where business ex-
ecutives do not know how to use the full potential of marketing in the ef-
forts to improve profitability. Finland has relatively few well-known inter-
national brands and Finnish companies are less actively engaged in online 
commerce than companies in the other reference countries. Central gov-
ernment could improve the status of marketing by issuing opinions on the 
subject and by supporting both product development and marketing. Meas-
ures aimed at improving marketing education are presented in this report. 

A vibrant and pleasant living environment is a major strength when coun-
tries compete with each other to attract high-productivity workforce. Ac-
cording to the interviews, it is also important that social ties and networks 
are established between the native population and immigrants.

Competence and reliability are the strengths of Finnish public admin-
istration. However, from the companies’ perspective, public administra-
tion is occasionally too slow, complex and ineffective. It would be natural 
for public administration to set a good example in customer service, inno-
vativeness and renewal.

4.1 Central government could support the 
establishment of networks and centres of 
excellence

Countries use networks as a competitive factor

Learning and innovation result from interaction between people. Countries 
compete with each other in the quality and extent of the networks that they 
can offer companies.

In the opinion of one interviewee, it is not enough if the authorities pro-
vide product development work with good facilities and technology as they 
must also provide companies with networks. This is because networks help 
companies to find people that have the potential to create something new.

Research institutes play a major role in the creation of networks. Accord-
ing to the interviewee, research institutes can create neutral and thus also 
reliable platforms for cooperation, product development and entrepreneur-
ship. Such neutral platforms are not necessarily created in the private sector.
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Contacts between individuals are crucial

“Human level is essential. Cooperation between organisations is ulti-
mately a matter of cooperation between individuals.”
– excerpt from an interview with a Finnish expert

Mobility in the labour market between different sectors and different 
tasks supports the creation of networks. There is little mobility of workforce 
between the business sector and public administration in Finland. Encour-
aging such mobility would make public administration more familiar with 
the way in which companies operate and it would provide government of-
ficials with more network capital.

There should be more mobility 
between public and private sectors

The authorities can support the creation of clusters and their 
branding

Clusters are often created around expertise as education, training and re-
search create business in the sector. Clusters create a self-strengthening 
cycle as business activities in the sector create new demand and supply. 
Investments also tend to concentrate in accordance with the path depend-
ency: Investments are probably made where they have been made before.

Clusters are important in terms of communications: The perceptions cre-
ated by them can be used when an area is marketed to domestic and foreign 
investors. For example, the Medicon Valley near Copenhagen, which is the 
most important pharmaceutical cluster in the Nordic region, was originally 
launched by Copenhagen Capacity. Other examples of well-branded clusters 
are the Brainport technology cluster and Food Valley in the Netherlands. 

A good practice in Denmark: partnership in pharmaceutical research

Denmark has accumulated good experiences in cooperation projects in the 
field of clinical pharmaceutical research that involve companies, munici-
palities and universities (public-private partnership). Increasing the num-
ber of such projects was one of the recommendations made by the health 
care growth team set up by the previous Danish government. The prepara-
tions of the growth team's recommendations involved municipalities, com-
panies and research institutes.

The cooperation benefits all parties. The public sector benefits from 
the cooperation because improvements in treatments and public health 
are achieved. The projects help companies to find new talented research-
ers, while multinational companies are able to market Denmark as an in-
vestment location. Universities receive information on how university edu-
cation should be developed and they are able to help students to find work.

Finland also has a growth strategy for health care research and innova-
tion, which has been prepared in cooperation with pharmaceutical com-
panies19. One of the most important aims of the strategy is to increase prod-
uct development cooperation between research institutes and companies. 
Business executives of pharmaceutical companies interviewed for the au-
dit considered the strategy important and well-prepared.

Medicon Valley in Denmark is 
an example of a cluster that is 
well-known around the world

Cooperation projects in 
clinical pharmaceutical 
research have attracted foreign 
investments to Denmark
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An example of consumer-oriented thinking

“The most important thing in business operations is when people meet. 
If you ask Asian manufacturers of light fittings to describe their prod-
ucts, they would say that their lamps will last for 15,000 hours and are 
2,700 kelvins and so on. But a Danish manufacturer of light fittings 
would say: My lamps will make people happy and healthy.”
– excerpt from an interview with a Danish government official

4.2 Marketing should have a higher status 
and marketing skills should be improved

Marketing can help companies to become more profitable and make 
the national economy more productive

Marketing can help companies to generate new demand, increase the prof-
it margin of their products and improve the profitability of their operations. 
Marketing has an impact because people do not make rational consumption 
decisions. Marketing can also increase economic growth20.

Every effort should be made to break the vicious circle of marketing in 
Finland

Many of the interviewees were of the opinion that in Finland marketing has 
a weaker status than in the other reference countries and that this has cre-
ated a vicious circle.

Marketing is not among the most popular subjects in Finnish business 
schools and it is considered a “soft sector”. Marketing experts do not get 
into strategic or key managerial posts in companies. The top executives of 
large Finnish companies typically possess a degree in engineering or finan-
cial administration and there are few marketing graduates among them.

According to the interviewees, all this is reflected in the fact that Finn-
ish business executives do not have enough marketing skills. This in turn 
means that when designing products, Finnish companies do not give enough 
consideration to customers’ wishes. The common view is that Nokia de-
clined because its products were too technologically oriented. The impres-
sion created in the interviews was that Finnish business executives rely too 
much on cutting costs instead of trying to create new demand and added 
value for their products.

According to one interviewee, marketing does not get funding from the 
banks or risk capital as easily as the expansion of the production capacity.

Inadequate marketing skills and the failure to offer consumer products 
mean that Finnish companies are unsuccessful in the consumer market, 
which means that the Finnish industrial base is narrower than in the oth-
er reference countries.

Weak status of marketing 
is the main problem

Instead of cutting costs, Finnish 
companies should focus on 
creating new added value

Finland's industrial base is 
narrower than in the other 
reference countries
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Finnish business executives do not have enough understanding 
of marketing basics

“The chief financial officers in Finnish companies don't understand that 
the price and the cost are two different things.”
– excerpt from an interview with a Finnish expert

Marketing skills are not valued in Finland

“The view is that marketing is a character rather than a matter of skills.”
– excerpt from an interview with a Finnish expert

Finnish companies could attract people with marketing skills 
from other countries

“Finland has engineers but could Finland attract salespeople from oth-
er EU countries? People who are more outward-looking. For example, 
people from Southern Europe could come to Finland and Finland would 
provide the technological expertise.”
– excerpt from an interview with a Dutch expert

A company must be good at customer service in order to 
manage in a tougher competition

“The Oresund Bridge exploded the service culture in Denmark. When 
the competition gets tougher, service becomes better.”
– excerpt from an interview with a Finnish government official

One consequence of this is that Finnish companies have considerably 
fewer valuable international brands than other Nordic countries (especial-
ly Sweden and Denmark) (Table 9). This is also a problem in country mar-
keting because well-known brands could be used in promoting Finland in-
ternationally.

Number Percentage

Sweden 24 48%

Denmark 15 30%

Finland 6 12%

Norway 5 10%

Iceland 0 0%

Total 50 100%

Sweden has four times as many 
and Denmark almost three times 
as many valuable brands as Finland

Table 9: The 50 most valuable Nordic brands, by country of origin, in 2016

Source: Brand Finance
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How should the marketing skills be improved?

Basic education There should be more emphasis on presentation skills in basic 
education.

Upper secondary 
level

There should be more marketing teaching at upper secondary level; 
there are many tasks in companies where a master's degree is not 
required.

Universities

There are enough marketing experts graduating from universities 
but the problem is that many of them have to work in tasks that 
do not correspond to their training as marketing expertise is not 
appreciated.

On-the-job learning
As there are few head offices of global or Nordic companies in 
Finland, there are few opportunities for acquiring international 
expertise in marketing.

Research There are too few marketing professors in relation to the impor-
tance of the sector.

Product develop-
ment

In addition to supporting innovations, Tekes should also support 
their commercialisation and marketing.

Marketing development centre Makes

The establishment of a marketing development centre would be one way of 
breaking the vicious circle of marketing in Finland. “Makes” could serve as 
an engine for making marketing more highly appreciated in Finland and for 
improving Finnish marketing skills. It could bring together top marketing 
experts, collect information on successful marketing campaigns and serve 
companies through collaborative projects.

As central government does not possess the same marketing expertise 
as companies, it would be natural for the private sector to establish the cen-
tre, which would then be partially funded by central government. The mar-
keting development centre could also be part of a university or function as 
a institute jointly owned by several universities.

Finnish companies will ignore online commerce at their peril

The danger is that an increasing proportion of Finnish consumption will 
move to foreign-owned online shops. Few of these online operators make 
investments in Finland.

There are no comprehensive statistics on how much Finns buy from 
foreign online shops and how much Finnish companies sell products on-
line to foreign customers. Table 10 describes online commerce in the refer-
ence countries in 2015. The information is based on statistical data collect-
ed from different sources.

Finnish consumers have become keen online shoppers: Finns buy less 
online that Danes or Swedes but considerably more than EU citizens do 
on average. Finns also make a large number of purchases at foreign online 
shops. According to a survey made in 2015, as much as 49 per cent of Finn-
ish consumers said that they had made purchases from foreign online shops 
during the last three months.

There is a danger that a large part 
of Finnish consumption will move 
abroad in the next few years
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However, Finnish companies lag behind companies in the other refer-
ence countries in online commerce. According to the Digital Economy and 
Society Index of the European Commission, Finland was the only country 
in the index that remained below EU average, when measured with the pro-
portion of SMEs selling their products online and the proportion of SMEs 
exporting their products online. The proportion of Finnish SMEs selling 
products online was 42 per cent lower than in Sweden, the number one 
country in the index.

Finnish companies sell less 
online than companies in the 
other reference countries

Table 10: Statistical information on online commerce in the reference countries in 2015

Finland Sweden Denmark Netherlands EU  
average

Percentage of the population that made online  
purchases(1 76% 78% 82% 76% 66%

Percentage of the population that has made purchases 
from a foreign online shop during the past three months(2 49% 32% 36%

no  
information 

available

no  
information 

available

Total amount of purchases from foreign online shops(2 EUR 961 
million

EUR 1,243 
million

EUR 770  
million

no  
information 

available

no  
information 

available

Percentage of SMEs that sold products online(1 15% 26% 25% 17% 16%

Percentage of SMEs that sold products online to foreign 
customers(1 5.8% 9.7% 9.8% 10% 7.5%

Sources:  
1) European Commission 2016: Digital Economy and Society Index 
2) Postnord 2016: E-Commerce in the Nordics

According to Postnord statistics from 2015, a total of 17 per cent of all 
foreign online purchases made by residents of Nordic countries were made 
from Swedish online shops. Seven per cent were made from Danish online 
shops and only one per cent from Finnish online shops. This is also a clear 
indication of the weak performance of Finnish online outlets21.

According to the Finnish Commerce Federation, the value of online pur-
chases made by Finnish consumers in 2014 totalled 3.6 billion euros and as 
much as 44 per cent of them were made from foreign online shops. A total 
of 78 per cent of all purchases made from foreign online shops were made 
in companies that do not have any physical outlets in Finland22.

When retail purchases are increasingly made online, an increasing pro-
portion of Finnish retail trade moves abroad. According to the Finnish Com-
merce Federation, in 2014 retail online sales grew by seven per cent on a year-
on-year basis, while retail sales as a whole grew only one per cent23. These 
figures are already two years old and it can be assumed that since then on-
line commerce has grown faster or that the growth rate has remained at 
least at the same level.

Reasons for the relatively weak performance of Finnish online shops can 
be sought from marketing. According to one interviewee, Finns are able to 
build online outlets that are technologically good but they do not know how 
to market them and customers do not find them. The range of languages of-
fered in Finnish online shops is often too narrow. In many countries, there 
is a large number of consumers who do not speak any English. More cours-
es on online commerce should be offered at vocational level and in higher 
education institutions.

Only a small proportion 
of all foreign online shops 
invest in Finland

Finnish online shops need 
better marketing skills
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A large proportion of consumption is moving to online shops

“Nowadays, one parcel in five delivered by the Swedish post comes 
from abroad. Five years ago the figure was about zero. In those days, you 
might have bought a book from Amazon but now there are platforms 
and many international players, such as Alibaba, Zalando and Wish.”
– excerpt from an interview with a representative of a Swedish busi-
ness organisation

When the competition gets tougher, establishing a successful 
online shop requires more competence

“Some people think that you can set up an online shop during lunch-
break but this is no longer the case. Nowadays, you must be a real pro-
fessional when setting up an online business.”
– excerpt from an interview with a representative of a Swedish busi-
ness organisation

4.3 Open-minded attitudes and the growth 
of attractive urban centres should be 
encouraged

Vibrant and good living environments attract talent

In a globalised world, countries try to attract both companies and experts 
(talent). Such high-productivity workforce is mobile and it can choose its 
place of residence from a large number of different countries and cities.

Large cities are a major competitiveness factor when countries are at-
tracting talent. This creative class expects that its living environment is in-
teresting and vibrant and that there is a broad range of cultural activities, 
physical exercise facilities and other leisure activities on offer.

Finland is the smallest of the four reference countries in terms of popu-
lation and the other countries have cities that are larger than Helsinki. One 
could think that a policy aimed at expanding and developing the Helsin-
ki region would help to attract foreign experts and investments to Finland.

Compared with many large cities, Helsinki is close to nature, it is safe 
and it has a strong community spirit. One of the business executives inter-
viewed for the audit noted with satisfaction that the urban culture in Hel-
sinki has become more vibrant in recent years as a result of the restaurant 
day and other similar community activities.

When efforts are made to attract talent, it is naturally also important that 
the public basic services are in good shape: Well-organised day care and ed-
ucation, as well as employment opportunities for the spouse are important 
for individuals with families.

Other reference countries have 
larger and more attractive 
cities than Helsinki
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Views on the importance of a good living environment

“When you are moving to Denmark, you must also convince your wife 
and family that it's a good idea to move there. You must convince them 
that you may have to stay there for five or ten years. Children may have 
to change school. If you lose your job, it's important to know that there 
are other job opportunities nearby. The job alone is not enough. You 
must frame it so that you can do the marketing at home. When a for-
eigner leaves Denmark, it's rarely because of work as there are oth-
er reasons that are more important. I believe that this is the case in all 
countries.”
– excerpt from an interview with a Danish government official

“After South Africa, Finland felt dark and cold. Nevertheless, I don't 
want move away yet. My children like the day care centre and they 
have learned Finnish.”
– excerpt from an interview with a Finnish business executive

Diversity and tolerance promote economic growth

“Amsterdam is a city where people from different backgrounds feel 
welcome. In such a place, trade, creative sectors and the ICT sector 
tend to develop more rapidly than in a more conservative atmosphere.”
– excerpt from an interview with a Dutch government official

Open mind and creativity go hand in hand

A creative innovation-friendly atmosphere stems from diversity and tol-
erance.

The success of the efforts to attract talent to a country also depend on 
attitudes towards foreigners. It is important that social ties and networks 
are established between the native population and immigrants. Any signs 
of racism may be disastrous for the country's reputation especially if they 
are reported in the international media.

Negative attitudes towards foreigners may lead to discrimination in the 
labour market. Finland too suffers from brain drain when foreigners that 
have studied in Finland cannot find work here.

It is important that social 
ties and networks are 
established between the native 
population and immigrants

Economic climate and atmosphere may have an impact on 
investments

According to the interviews, the current economic climate in Finland can 
be described as “gloomy” and “there’s not enough faith in the economy”.

One Finnish business executive noted that in such a negative atmosphere 
“you really have to work hard to convince the company's global manage-
ment why they should invest in Finland”.
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According to one Finnish business executive, Finland’s reputation in the 
world has weakened over the past ten years. Before the financial crisis, Fin-
land was in the forefront of technological development and its economy was 
growing rapidly. However, now Finland is known as a “has been” country.

According to one Finnish government official , central government should 
play a role in the creation of the “good feeling” in the economy so that it 
would be a “good idea” to invest in Finland. Government ministers, senior 
central government officials and the authorities responsible for Finland’s 
country image communications could play a key role in this respect. The 
role of communications in the atmosphere should not be overlooked though 
the information conveyed should also be honest.

Examples of cultural factors that may have an impact

The interviewees also mentioned a number of other cultural factors that in 
their view might have an impact on economic performance and the perfor-
mance of companies. These references alone do not show that the factors 
in question would have real impact or that they could be generalised. Nev-
ertheless, below are examples of cultural factors that in the interviewees’ 
opinion might be relevant:

 – Unlike American companies, European companies lack the ambition 
and the will to grow.

 – In all four reference countries, hierarchical differences at workplac-
es are small, compared with many other Western countries.

 – In Dutch companies, people want to avoid conflicts and there are few 
industrial disputes.

 – In the Netherlands and Denmark, people are more honest and 
straightforward than in Finland or Sweden; in the Netherlands and 
Denmark people are more tolerant of criticism and disagreement.

 – Finns tend to be self-deprecating and downplay their skills. For this 
reason, Finns are not particularly good salespeople.

 – Other countries have longer traditions in international trade and 
their “internationalism is more in-depth in nature”.

 – In former colonial masters, people still think that they can conquer 
the world, whereas in former colonies people ask themselves: “What 
do other people think of us?”

 – Finns have a weaker work motivation than people in other countries. 
In Finland, employees make fewer innovations than in other coun-
tries.

The “lost decade” of the 
Finnish economy has had a 
negative impact on Finland's 
international reputation

Culture means the values, views, 
habits, customs, attitudes, norms 
and beliefs that are shared by the 
members of a community and that 
have an impact on their activities
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The Dutch are self-confident

“Unlike Finns, the Dutch are not self-deprecating. When they go some-
where, they are always standing tall. If the Dutch know that they are 
not good at something, they don't show it. Despite this, they don't shun 
difficult situations and often come out quite well.”
– excerpt from an interview with a Dutch expert

Swedes have long traditions in international trade and they 
have good marketing skills

“Swedes have always been a trading nation. They bought tar from Fin-
land as bulk goods and sold it as a branded product to England with a 
big profit. They simply put their own label on the barrel.”
– excerpt from an interview with a Finnish expert

4.4 The authorities could set a good example 
in customer service, innovativeness and 
renewal

Professionalism and reliability are the strengths of Finnish public 
administration

Business executives appreciate the professionalism and impartiality of Finn-
ish authorities. Low level of corruption and smooth functioning of the jus-
tice system are also important strengths of Finland's public administration.

The fact that citizens trust the authorities was also mentioned as a 
strength in the interviews. The following feature was mentioned as an ex-
ample of the importance of trust: As citizens trust the authorities they are 
prepared to use personal identity codes that can identify each of them. This 
is not self-evident in all countries. Personal identity codes are highly useful 
in such situations as pharmaceutical research.

Small things can lead to significant improvements

Developing the thinking and operating practices of public administration 
actors is often a cost-effective way of improving the business operating en-
vironment. Many of interviewees pointed out that correcting administrative 
deficiencies rarely requires additional resources. One of the interviewees 
even suggested that Finland has too many authorities assisting companies 
and that there should be more focus on the quality of the activities.

Reliability of the authorities, 
low level of corruption and 
legal certainty are extremely 
important factors in an 
investment environment
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Criticism of operating approaches in public administration and the 
administrative culture

The following critical observations or development priorities concerning 
the Finnish public administration were presented by the business execu-
tives in the interviews:

 – The service situations with the authorities are sometimes unneces-
sarily complicated and laborious.

 – The authorities lack service attitude. The authorities should see 
themselves more as a service organisation and citizens and compa-
nies as their customers.

 – From the companies’ perspective, the authorities often act slowly: 
Companies need quick answers to their questions and the authorities 
should deliver their decisions without delay.

 – Public decision-making is not sufficiently predictable: Legislative 
changes and policy decisions are introduced without warning.

 – At the same time, the authorities should act more quickly. When for 
example there is an opportunity to encourage business investments 
or attract a foreign company to Finland, such opportunities should 
be seized without delay.

 – Public administration should be more proactive; it should not merely 
react to events but also actively create new opportunities.

 – There is too little dialogue between companies and the authorities. 
The authorities are not familiar with the way in which companies see 
things or the factors behind the investment decisions. The authori-
ties are too keen to see companies as adversaries or lobbyists.

 – There should be more experimental culture and it should also be 
possible to use the results. There could also be more joint experi-
ments with companies.

 – The thinking is too rules-centred: Attention should be shifted from 
what is in accordance with the rules to what you are allowed to do.

 – Clearly defined regulation is dynamically inflexible. Focus should be 
shifted to values and long-term targets.

 – From the perspective of the companies, there are many different au-
thorities. 

 – In Finland, there is too much focus on administrative processes rath-
er than on what is practicable from the companies’ perspective.

 – The authorities do not provide enough services or communicate on 
their activities in English.

The following observations on the efficiency of the Finnish public ad-
ministration were also made:

 – The development work in public administration is too much focused 
on reforming administration-internal structures and organisation-
al charts.

 – Too much time in public administration is spent on internal report-
ing instead of the actual tasks, such as helping companies. 

 – Even though a large number of reports are produced, the proposals 
made in them are not translated into action.

 – There are too many hierarchical levels, organisational structures are 
too complex and too many of the personnel take part in the work of 
the management team.

The interviewees gave their 
opinions on how the companies’ 
perceptions of the authorities 
could be improved

Many of the interviewees 
criticised public administration 
as being too bureaucratic
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Views on public administration practices and efficiency

"More predictable the operating environment, the better.”
– excerpt from an interview with a Danish business executive

“There are many small things that have a big impact on companies.”
– excerpt from an interview with a Finnish business executive

“Many of my colleagues are irritated when I say that we are a service 
organisation and that we work in a service profession. They think it's 
demeaning.”
– excerpt from an interview with a Finnish government official

“The authorities employ themselves with complex structures.”
– excerpt from an interview with a Finnish government official

“The five per cent productivity leap proposed by the Government is 
nothing. In the business world, a company must grow between four 
and six per cent every year.”
– excerpt from an interview with a Finnish business executive

Public administration can influence the attitudes prevailing in society 
by setting a good example

By being bold, innovative, service-oriented and agile, by favouring exper-
imental culture, by establishing networks, by having an open mind and by 
possessing marketing skills, public administration can also encourage Finn-
ish companies to have these positive qualities. When central government 
actors publicly urge companies to show these qualities, it would be natural 
for the same actors to develop their own practices in accordance with them.

Development idea: Handing over innovations created in public 
administration to spin-off companies for development

Many of the public services, inventions created by the authorities and social 
innovations are products that attract interest in both Finland and abroad. A 
large number of delegations have visited Finland to familiarise themselves 
with such inventions as the Finnish comprehensive school, and the Finn-
ish maternity package has also been noted in the world.

The authorities may not carry out business activities or compete with 
private companies. Therefore, it has been suggested that a path or procedure 
could be developed in which innovations created in public administration 
could be handed over to private companies for commercialisation. The au-
thorities could support the establishment of spin-off companies around tan-
gible or intangible innovations originally developed in public administration.

The aim should be innovative 
and service-oriented 
public administration
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Actors involved in the efforts to attract investments to Finland 
and resources allocated to the purpose

Invest in Finland is the most important Finnish actor in the efforts to 
attract foreign investments to Finland. It is part of Finpro and the Team 
Finland network.

Invest in Finland has 13 full-time staff members and 11 people work-
ing in its offices in foreign locations. Some the people working in the 
foreign locations promote investments in Finland on a part-time basis. 
The basic funding for Invest in Finland for 2017 is 4.4 million euros. In-
vestments in Finland are also promoted in separately funded growth 
programmes.

Municipalities also work to attract investments to Finland. For ex-
ample, the municipalities in the Helsinki region have a joint develop-
ment company Great Helsinki Promotion the task of which is to attract 
investments to the region. The intention is that as part of the regional 
government reform the municipal responsibility for attracting invest-
ment will be transferred to regions.

5 How could Finland attract more 
foreign investments? 

Foreign investments are important in many ways: They help to create jobs, 
expertise, networks and competition.

Attracting foreign investments to Finland should be based on building 
an investment environment that is attractive to foreign companies. It is im-
portant to listen to foreign investors so that we can understand their prob-
lems and what they expect. The authorities should actively create new op-
portunities and not just react to events.

Finland is less well-known than the three other reference countries. 
According to the audit findings, Finland still needs to make substantial im-
provements in its authority services. Especially the top executives of large 
global companies expect to have an opportunity to meet with government 
ministers and other members of the country's leadership when their com-
panies are considering making investments in the country.

Business executives could be used more frequently as advocates of Fin-
land in the global efforts to attract foreign investments to Finland.

The authorities should maintain long-term contacts with companies 
that have established operations in Finland so that they would stay in Fin-
land and invest in Finland.
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Foreign investments in Finland fell after the financial crisis but since 
then the trend has been upwards

Figure 4: New foreign investments in Finland between 2004 and 2015

The amount of new 
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for the past six years
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Figure 5: Acquisitions of Finnish companies by foreigners between 2004 and 2015
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Figure 6: New foreign-owned companies in Finland between 2009 and 2015 (in accord-
ance with the ultimate owner country). The chart shows the combined total of new 
investments and company acquisitions

By far the largest proportion of 
all foreign investments in Finland 
are made by Swedish companies

Figure 7: New foreign-owned companies in Finland in 2015, as measured by the sector. 
The chart shows new investments and company acquisitions

Most of the investments in Finland 
are made in business services, 
health care and the ICT sector

Source: Invest in Finland
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5.1 One should ask strategic questions and 
listen to the customer companies

Building a good investment environment in Finland is the best way to 
attract foreign investments in Finland

The line chosen by Finland in which Finnish and foreign companies are 
treated equally can be considered the right approach. This is because the 
grants and subsidies paid to foreign companies would distort competition. 
Nowadays, it is also difficult to determine the country of residence of the 
company owners.

Attracting investments should not only be a matter of marketing the ex-
isting investment environment as it should also include the construction of 
the investment environment into a product that will attract foreign inves-
tors. Thus, attracting foreign investments in Finland should not be the sole 
responsibility of Invest in Finland and municipal development companies.

Below are some of the questions that should be asked when attracting 
investments:

 – What kind of an investment environment should be built in Finland?
 – When building the investment environment, how can the wishes and 

needs of the customers (in this case, the foreign companies making 
the investments) be considered?

 – How can Finland generate new demand for the markets of the for-
eign investments?

 – How can Finland solve the problems of the customers?
 – How can Finland make the process of investing in Finland as easy as 

possible?
 – How can Finland offer interesting networks to foreign investors?
 – How is the story of Finland (its history and future vision) told in an 

interesting manner?

It is important to listen to foreign investors and ask them questions so 
that we can understand their problems and what they expect. The answers 
also provide information on how the companies already established in Fin-
land could be persuaded to make additional investments in Finland. The use 
of the expertise possessed by companies is also discussed in Chapter 2.2.

Both Finnish and foreign 
companies are influenced by 
the same factors when they 
are making investments

Attracting investments in Finland 
should be viewed from the 
perspective of strategic marketing

Government officials should 
put questions to companies 
and use their expertise
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It is important to ask questions

“You don't need to know everything but you can put question to the 
companies: ‘What are your needs?’ When you are working to attract 
investments, the most important thing is to ask questions.”
– excerpt from an interview with a Danish government official

“Companies know what is in their best interest. We should go and ask 
them why you made this decision and should learned from that. Is 
there anything that we could do better in Sweden? We can learn from 
these foreign companies and the same things may also be a problem 
for Swedish companies.”
– excerpt from an interview with a Swedish government official

“Before suggesting any solutions, I would ask the company what in 
their view are the ten biggest challenges facing Finland and would try 
to understand the company's perspective. Then I would try the re-
duce them into the three most serious challenges. Ask them to give 
their views on what is good in Finland and what isn’t until you have a 
firm view of the issue.”
– excerpt from an interview with a Danish government official

“Central government and municipalities should also ask more often 
what they could do for companies so that the conditions in Finland 
would be even better, especially for companies that have already in-
vested in Finland.”
– excerpt from an interview with a Finnish business executive

Good practice: Denmark wants to become a test market

In its efforts to attract investments, Denmark wants to become a place where 
it is easy to develop and test new innovations. The following factors make 
it easier for Denmark to serve as a test market: 1) Special competence and 
product development laboratories. 2) Danish consumers are quick to adopt 
new technologies. 3) Denmark has a flexible labour market. 4) Denmark has 
flexible procedures for attracting foreign investments.
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5.2 The country image communications 
directed at companies should be 
improved and Finland's top government 
leaders and business executives should be 
used as advocates for Finland

A country must first be sufficiently interesting after which it must still 
go through a multi-stage process

Such considerations as how well-known and interesting a country is play a 
role when a company decides whether a country will be included in the list 
of potential investment locations Initially, there are several countries on the 
list but it gets shorter as the company applies a range of different criteria to 
the selection process (Figure 8).

Typically, the most important criteria for the company are demand and 
growth expectations in the market and the availability of production fac-
tors. However, there are differences between the criteria applied by differ-
ent companies. If the company only sells its products online, the location of 
the consumers does not necessarily have any impact on the decision.

After that, companies evaluate basic business environment issues, such 
as the infrastructure and the functioning of the regulation. For countries 
where the basics are in good shape, such factors as taxation and the pleas-
antness of the living environment are considered.

When the decision process enters its final stage, the efforts to convince 
a company to choose a specific location often assume critical importance. 
One of the business executives interviewed for the audit noted that the dif-
ferences between the business operating environments in northern and cen-
tral European countries are often small and for this reason the selection be-
tween these countries may largely be on the basis of “soft” values.

The investment environment 
must be good but the way in 
which it is marketed is crucial
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Figure 8: The decision on where a company decides to invest is the result of a mul-
ti-stage process

Market potential   
and production factors

Basic factors

Enablers

How well-known is the country? / General 
perception of the suitability

Screen

A country must be sufficiently 
well-known among foreign investors in 
order to be considered.

Decision level 1

Size of the domestic market, growth 
expectations and availability of 
production factors make the country 
attractive.

Decision level 2

Infrastructure, legislation and public 
administration provide a basis for steady 
business.

Decision level 3

Enablers, such as taxation and openness, 
help a country to stand out among its 
competitors and to attract operations 
with high added value.

How well-known and 
attractive is the country? 
General perception of the 
country's suitability as an 
investment location

Size of the market and  
growth expectations 
Human capital 
Productivity 
Availability of raw 
materials

Labour market 
Infrastructure 
Company legislation 
Public administration

Taxes and subsidies 
Financial markets 
Living environment

Criteria

Paraphrasing: The Boston Consulting Group, Investointeja Suomeen, muistio 15.2.2012 [Boston Con-
sulting Group, Investments in Finland, memorandum 15 February 2012]

The first requirement is that Finland is known internationally

Generally speaking, Finland is a little-known country and there are rarely 
stories about Finland in the international media. As one of the interview-
ees put it, for many foreign companies making investment decisions, Fin-
land is “mentally distant".

According to the interviewees, Finland should invest more in the coun-
try image communications and country brand work directed at companies. 
Today, it is not fully clear who is responsible for Finland's country image 
communications at fairs and exhibitions (Finpro or embassies).

The interviewees also listed the following development priorities in 
the marketing carried out by Invest in Finland:

 – Marketing communications should be more ambitious, bolder and 
more personalised.

 – There is too much focus on the factual content of the marketing com-
munications and there is little understanding of the importance of 
the atmosphere.

 – There is too much focus in the marketing on how Finns see them-
selves and not on how others see us. 

 – Top-quality salespeople are crucial and Finland needs more of them.
 – The marketing is too much directed at business executives responsi-

ble for technology-related decisions. 

It is not fully clear who is 
responsible for Finland's 
country image communications 
directed at companies

An example of bold marketing 
communications: Municipalities 
in the Stockholm region use 
the trademark-protected 
slogan “Stockholm - The 
Capital of Scandinavia”
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Views of the importance of being well-known

"Ultimately the most important investment decisions are made in our 
head office in the United States and if you are looking at the things from 
their perspective, there are plenty of countries in the market. Attract-
ing attention requires a great deal of effort if you are not one of the re-
ally big markets, which get the attention automatically.”
– excerpt from an interview with a Danish business executive

Authority services

“When the foreign ministry acts as the host, it also becomes a bit more 
attractive for the top people in our head office.”
– excerpt from an interview with a Danish business executive

Finland's top government leadership should commit itself to 
marketing Finland as an investment location

The impression conveyed by the interviews was that there is still room for 
improvement in the manner in which Finnish government ministers and 
other top government leaders take part in the marketing of Finland as an 
investment location. The government officials interviewed for that audit 
complained that Finnish government ministers are often “too busy” to meet 
representatives of foreign companies so that they could advertise Finland 
as an investment location.

Companies appreciate the chance to meet top government leaders and 
according to the interviewees, top executives of large global companies ex-
pect to have such an opportunity.

Involvement of the top government leadership also makes it easier for 
subsidiaries already established in Finland to advertise the country as an 
investment location to the company's global management.

Meeting with a government 
minister is a sign to the company 
that the top government 
leadership attaches great 
importance to the investment

More use could be made of business executives in marketing Finland 
as an investment location

It is often in the interest of the top management of the Finnish subsidiaries 
of international groups to market Finland as an investment location in the 
group. A stronger ecosystem in their own sectors is often also in the inter-
est of the other companies operating in Finland.

When meeting with potential investors, the business executives can also 
communicate the “soft” strengths of the Finnish investment environment 
that the authorities may not be able to emphasise in their own marketing. 

Companies already operating in Finland may also provide the authori-
ties with information on how they could attract investments to Finland in 
a more effective manner. 

Business executives play a key 
role in the efforts to attract 
foreign investments to Finland
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Nordic cooperation would bring benefits in communications

“When I told Chinese visitors at a fair that the Nordic countries are the 
world's tenth biggest economic area, they started to listen.”
– excerpt from an interview with a Danish government official

A large market area attracts large investments

“You can catch big fish in a big ocean.”
– excerpt from an interview with a Finnish government official

5.3 Finland should use its embassies and 
have more cooperation with other Nordic 
countries

Economic diplomacy is important

Finnish embassies and other Finnish missions in foreign countries could 
be used more extensively in the efforts to attract investments and promote 
exports.

Marketing skills and commercial expertise of the personnel working in 
the embassies and missions should be improved. The purpose of the cus-
tomer management system, to be introduced by Team Finland in autumn 
2017, is to ensure that Finnish missions have better access to information 
on Finland as an investment location.

According to the interviewees, Dutch embassies have been particularly 
active in the efforts to attract investments. 

Too little use has been made of Nordic cooperation

So far, there has been little Nordic cooperation in the efforts to attract for-
eign investments in the region. There has been some cooperation within 
the framework of the Nordic Council of Ministers.

Benefits could be achieved through Nordic cooperation because when 
put together the Nordic countries could be able to present themselves as a 
larger market area, which would make it easier to attract large companies 
to the region.

Good trade relations are part 
of foreign and security policy

Good practice in Nordic cooperation: Nordic Innovation House in the 
Silicon Valley

The Nordic innovation House in the Silicon Valley currently provides prem-
ises for about 180 Nordic technology companies. It also provides networks 
and accelerator programmes.

Positive experiences have been accumulated from the operations of the 
Innovation House and the interviewees described it as an agile bottom-up 
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organisation. The interviewees expressed the hope that the operations of 
the Innovation House would be expanded and that the concept would also 
be introduced to other countries. 

Funding for the Innovation House comes from the Nordic Innovation 
and the authorities in different Nordic countries (for Finland the funding 
is provided by Team Finland).

Development idea: Creating a joint Nordic platform

The Nordic countries could create a joint Nordic platform that would serve 
foreign companies considering investments in the region. The opportuni-
ties, services and networks provided by each of the countries would be pre-
sented on the platform. A joint platform of the countries involved would be 
neutral in the eyes of companies. Team Finland could be an active player in 
the creation of such a joint Nordic platform.

5.4 We need long-term contacts with 
companies that already have operations 
in Finland

It is important to ensure that the companies already established in 
Finland also remain in Finland

Many of the authorities interviewed for the audit emphasised that the au-
thorities should have better contacts with foreign companies that have al-
ready made investments in Finland (aftercare). The authorities should main-
tain regular contacts with companies that have established operations in 
Finland and ask them how they are doing and what they expect of the au-
thorities. This would make it more likely that companies that have invest-
ed in Finland remain in Finland, would make more investments in Finland 
and would expand their operations in Finland.

Improving the dialogue between companies and the authorities is also 
discussed in Chapter 2.2 of this report.

Good practice: Customer satisfaction surveys in Sweden

The Stockholm Business Alliance comprising the 53 municipalities in the 
Stockholm region conducts an annual customer satisfaction survey with 
companies operating in the region (nöjd-kund-indexundersökning)23. The 
companies are asked how satisfied they are with the services provided by 
the authorities, such as the issuing of building permits, food controls and 
the issuing of licences to serve alcohol. The companies have a chance to as-
sess the manner in which they are treated, how efficiently the authorities 
operate, competence levels of the authorities, and access to information.

Finnish authorities could also 
start monitoring how satisfied 
companies are with the services 
provided by the authorities
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5.5 Public administration should be more 
agile and use the opportunities of 
cooperation

Good practice: Agility and flexibility of the Danish authorities

In the interviews, Denmark came across as a particularly agile country in 
the efforts to attract investments. The way in which Denmark acts was de-
scribed as pragmatic and opportunistic.

Danish authorities do not wait too long to make concrete offers and val-
ue pledges to potential investors and they take a flexible view of the wish-
es expressed by the companies.

The actors responsible for attracting investments to Denmark are agile: 
They react quickly to changes in the operating environment and also ter-
minate functions as necessary.

Municipalities competing for investments sometimes act in a 
questionable manner

The decision-makers of a municipality know where industrial operations can 
be established in the municipality and on what conditions and they are able 
to make concrete proposals to companies considering investments. Com-
petition between municipalities is a positive phenomenon as it encourag-
es municipalities to develop their own operating environments and work 
harder to attract investments. 

Occasionally, however, there have been questionable features in the com-
petition between municipalities. For example, a municipality that has been 
contacted by a foreign company may not always notify other municipalities 
that may be able to provide the company with a better investment environ-
ment. A customer management system involving municipal development 
companies and Team Finland organisations will be introduced in autumn 
2017 and one of its aims is to eliminate some of these problems. The region-
al government reform will also provide a better basis for more cooperation 
between central government and regional actors.

The interviewees pointed out that in the Netherlands, too, there was neg-
ative competition between regions in the past but the cooperation is now 
functioning well. This change has not only been achieved through struc-
tural reforms but it is also the result of new thinking as regional units were 
convinced of the benefits of cooperation.

A good practice in Sweden: Joint efforts to attract IT companies

Business Sweden has concluded an agreement with four Swedish regions 
with the largest number of IT companies. When Business Sweden contacts 
foreign IT companies, the municipalities provide information on their servic-
es and opportunities. The IT team meets for two days each year, discussing 
the following issues: What are the most important development trends in the 
sector? What are the most attractive investment opportunities in Sweden? 
What do the investors need? What measures will be introduced next year?

Municipalities play an important 
operative role in the efforts 
to attract investments

Successful cooperation is not 
only a matter of structures as 
it also requires trust and will
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Team Finland should act in a more cohesive manner

Many of the interviewees expressed the opinion that in the development 
of Team Finland, there has been too much focus on internal structures and 
too little focus on operations.

There is potential for more synergy benefits in the cooperation between 
different organisations. Team Finland organisations are still largely inde-
pendent actors and the common view has been lacking.

A large number of different ministries take part in the steering of the 
organisations, which makes the steering structure of Team Finland highly 
complex. There have been differences in views concerning the direction of 
the operations between the ministries responsible for the steering.

The views expressed above are in line with the conclusions made in the 
assessment of Team Finland published in autumn 2016. According to the as-
sessment, there should be more cohesiveness in the way in which the net-
work organisations operate and this applies to all areas of the work.25

There should be a move from 
the development of structures to 
the development of operations

Team Finland

Tekes, ELY Centres, 
Finnvera, Finnish 

Industry Investment, 
VTT and other actors

Finpro Embassies, missions 
and other actors

Export Finland Invest in Finland Visit Finland

MEE provides 
steering

MEC 
provides 
steering

PMO provides steering

MFA 
provides 
steering

Cultural and 
scientific institutes 

and other actors

Figure 9: Team Finland consists of a large number of organisations, which are steered by 
several ministries

A good practice in Finland: Kaato as an example of a non-official 
approach to the efforts to attract investments

Kaato (kaato.org) is a loose community of about 500 experts that helps for-
eign technology companies to establish themselves in Finland. Kaato mar-
kets Finland to foreign companies and if the company considers Finland 
as an investment location, the network may provide the company with an 
expert for a specific period. The expert will seek answers to the questions 
posed by the company and gives details of networks that might be useful for 
the company. In many cases, the expert in question has been employed by 
the company. Finpro supports the work of Kaato and has used its experts 
in its own work. Kaato was set up by a group of former Nokia employees in 
2012 and it is maintained by the association Suomen Tietoteollisuuden Tuki 
(Support association for Finnish information industries).

The Kaato model could also be 
expanded to other sectors
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Table 11: The interviews made for the audit and their background groups

This appendix describes how the findings presented in the audit were pro-
duced and what are the limitations concerning the findings.

Audit objective and use of the audit findings

The objective of the audit was to produce information and development 
proposals for central government on how it could encourage business in-
vestments.

Audited entity

All business investments in Finland, irrespective of whether they are made 
by Finnish or foreign-owned companies are examined. Both tangible and 
intangible investments are included. Public sector investments are outside 
the scope of audit.

Comments on the draft audit report were requested from the follow-
ing ministries: Ministry of Education and Culture, Ministry of Economic 
Affairs and Employment, Prime Minister's Office and the Ministry of Fi-
nance. Comments were only received from the Ministry of Education and 
Culture. The comment and the summary based on it can be viewed on the 
website of the National Audit Office.

Audit questions, criteria, material and methods

The audit provides answers to the following questions:
1. What are the characteristics of a good investment environment?
2. What are the strengths, weaknesses, threats and opportunities of Fin-

land's investment environment in relation to the other reference coun-
tries (Sweden, Denmark and the Netherlands)?

3. How could Finland improve its investment environment?
4. How could Finland attract more foreign investments?

Finland Sweden Denmark Netherlands Total

Authority /  
public organisation 10 7 5 3 25

Company 15 - 1 - 16

Business organisation 4 2 - - 6

Other expert 4 - - 2 6

Total 33 9 6 5 53
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Representatives of the following authorities and public organisations 
were interviewed for the audit in Finland: Finpro Oy, Helsinki Business Hub 
Oy, Tekes – the Finnish Funding Agency for Innovation, Invest in Finland, 
Sitra, Ministry of Social Affairs and Health, Ministry of Economic Affairs 
and Employment and the Prime Minister's Office. In Sweden, Denmark and 
the Netherlands, representatives of the ministries of economic affairs and 
employment, national and municipal invest in actors, audit agencies and 
other authorities were interviewed. 

The companies whose representatives were interviewed for the audit 
were from the following four sectors: mining, pharmaceutical industry, ICT 
sector and retail trade. The interviews conducted with the business execu-
tives were extensively used in the audit “Encouraging business investments 
- Views of four sectors” (audit report 4/2017), which is published simulta-
neously with this report.

Results of two workshops were also used in the audit. The workshops 
were held in April and September 2016. A total of about 50 experts took part 
in the workshops and they included both business executives and govern-
ment officials. The authors presented their preliminary conclusions at the 
workshops and collected views of the participants. The workshops also pro-
duced new ideas and perspectives.

In the international comparative perspective, the aim is to produce a 
better understanding of the Finnish investment environment as a whole 
and identify good practices and approaches in other countries from which 
Finland could learn. Finland, Sweden, Denmark and the Netherlands were 
selected as the reference countries because they are very similar, econom-
ically, culturally and socially.

Knowledge formation in the audit has been mostly material-based, which 
means that the material has determined the content of the audit. This means 
that, because of the interviews conducted outside Finland, the role of cultur-
al and other intangible factors in business investments is also highlighted.

The audit material was analysed as follows: The interview notes were 
read through carefully several times, interpretations were made on the ba-
sis of the interviewees’ answers, links between the statements were sought 
and the observations were grouped under different headings. Consideration 
was given to matters that were frequently repeated but at the same time, in-
dividual observations may have been considered important in accordance 
with the qualitative audit approach. Source criticism was applied in the in-
terview analysis, which means that the impacts of the interviewees’ aims 
and interests on their answers were assessed.

For the audit, the National Audit Office also commissioned a background 
survey by the consulting firm Ramboll in which the following factors are 
evaluated: role of business investments in the national economy, different 
sectors of the investment environment in the reference countries and the 
process of attracting foreign investments26.

The following parties were consulted in audit design issues during the 
planning of the audit: Ministry of Economic Affairs and Employment, Prime 
Minister's Office and the Ministry of Finance.
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Audit process

The audit was carried out between 29 October 2015 and 3 April 2017. The 
audit interviews were conducted between 5 March 2015 and 10 November 
2016. The auditors mainly used statistics and literature published by 31 De-
cember 2016 as source material. This means that most of the statistics cov-
er the year 2015.

Auditors

The audit was carried out by Principal Performance Auditor Auri Pakari-
nen and Principal Performance Auditor Vesa Koivunen. The audit was di-
rected by Director for Performance Audit Leena Juvonen. Esa Tammelin, 
Deputy Auditor General, was responsible for the quality assurance of the 
audit report.
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