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EXECUTIVE SUMMARY
This report is structured as follows: after addressing the need for an FDI vision for Finland, as well as
the overall benefits of FDI for the Finnish economy, Chapter 2 outlines the FDI vision and highlights
where the opportunities for Finland lie. Chapter 3 provides a high-level roadmap for Finland to achieve
the FDI vision by 2030, and what needs to be done to enhance the competitiveness of Finland. The
final chapter provides some further recommendations and next steps.
Objectives of the FDI vision
•

This report outlines an FDI vision for Finland on behalf of Amcham Finland and its member
companies. Amcham’s members come from 14 different countries – including Finland.

•

Our FDI vision should be seen as a source of inspiration, with recommendations that we are
willing to discuss further and that may inspire the Finnish government to develop a broader
vision for Finland. Our FDI vision takes a long-term perspective and is concrete, pragmatic and
implementable.

•

It’s not a matter of ‘Should our priority be domestic or foreign investment?’ but rather, ‘What can
we do to make the two forms of investment work together in order to generate the maximum
benefits for the economy and citizens of Finland?’

Why does Finland need a long term vision for FDI?
A vision is critical for the further development of a strategy, whether it be a corporate or government
strategy. Without a vision, it is difficult to implement change and guide a country into a transformation
process. Hence, it would be difficult to reach the overall performance and resource levels anticipated.
Why is FDI critical for Finland?
There is a strong relationship between FDI, economic growth and the competitiveness of Finland.
In order to attract FDI in the first place, Finland needs to have a competitive economy and business
climate. FDI contributes to the national economy in the form of GDP, job growth and productivity
gains. Once foreign firms are more embedded in the national economy, then intangible benefits like
technology and knowledge transfer can follow. This eventually contributes to a more competitive
business environment, which in turn attracts more FDI to Finland. This cycle is critical, creating a
virtuous circle that also benefits domestic companies, as over time, the long-term and more intangible
benefits spill over to the overall national economy.
The competitiveness of Finland
Based on reports from the Institute for Management Development (IMD), Finland’s competitiveness
has improved since 2016; and the country was ranked at 13th place globally in 2020. However, Finland
is not ranked within the top 10 as the other Nordic countries are. Based on the Doing Business Index
(DBI) of the World Bank (the last column of table 1) – which ranks countries on ease of doing business
– Finland placed 20th in 2020, while Denmark was 4th, Norway 9th, Sweden 10th, Lithuania 11th,
Estonia 18th and Latvia 19th. The main reason for this is Finland’s low ranking on sub-indicators such
as dealing with construction permits (42nd), getting credit (80th), protecting minority investments
(61st) and enforcing contracts (45th).
For many industries, competition has become global. Some of the GCC countries and Israel, for
instance, have built startup ecosystems and digital industries that are catching up with other parts
of the world.
Finland’s lower ranking in comparison to other competing countries is largely due to the inflexibility
of its labor market. Hiring and firing practices, the flexibility of wage determination, the ease of
hiring foreign labor, internal labor mobility, and labor tax rates are all indicators where Finland ranks
lower compared to other countries. Shareholder governance, domestic market size, attitude towards
entrepreneurial risk, ease of starting a new business and diversity of the workforce are also indicators
where Finland scores much less.
5

Some of the results of recent surveys and reports summarizing the strengths and weaknesses of
Finland’s competitive business environment are provided below.
Strenghts
•

•

•
•

•

Weaknesses

Finland has a stable society and predictable economy that
offers a good quality of life, skilled labor and great digital
infrastructure
Foreign affiliates view Finland’s business environment
more positively than Finnish companies do. They give a
score of 7.8/10 for Finland as a business location
Availability of a skilled workforce is one of the main
reasons for companies to move their operations to Finland
“Finland’s viability is an issue that is constantly being
discussed; it should remain innovative, but on the other
hand a cost- effective place.” (Finland as a Business
Location Barometer)
“Finland’s strengths are the technology industry and
innovativeness.” (Finland as a Business Location Barometer)

•
•
•
•

•

High personal income tax
Salary inflexibility
Labor costs
“The basics work
in Finland. It has a
safe and predictable
operating environment.
The challenge is the
availability of labor.”
(Finland as a Business
Location Barometer)
“At present, taxation and
labor costs are tolerable,
but cannot be tightened.”
(Finland as a Business
Location Barometer)

The presence of foreign subsidiaries in Finland
•

Looking at FDI inward stock as a % of GDP (figure 5), Finland only gets a small % of FDI. As
the recent OECD (2021) report highlighted, Finland’s share of FDI versus GDP is very low in
comparison to the other Nordic countries. Finland urgently needs to catch up and reverse this
downward trend.

•

When looking at the presence of subsidiaries of multinational corporations (MNCs), the picture
that emerges is more nuanced.

•

The opportunity for Finland, apart from attracting more subsidiaries of MNCs, seems to be in
attracting more subsidiaries of Asian MNCs, particularly those from India.

The challenge for FDI to Finland
The challenge for Finland is to better understand why the FDI curve flattens at 80% of the potential
benefits/impact of FDI. The view in this report is that Finland needs to better support the growth of
FDI or, more specifically, provide a framework aimed at ensuring the longer-term presence of foreign
subsidiaries of MNCs operating in Finland.
The key question is this:
How can the Finnish government facilitate re-investment, undertake better aftercare activities or,
in general, create a stronger and more competitive business environment to facilitate the further
growth and embeddedness of foreign subsidiaries in the national economy?
FDI Vision 2030: the opportunity for Finland
The four components of the new FDI vision for Finland are:
1.

Develop and attract Industry 4.0 (IR 4) sectors and activities

2.
As mentioned in the previous chapter, attract more (regional) headquarter activities combined
with Centers of Excellence in relation to the R&D activities of foreign companies
3.
In order to support the above, further expand and focus on building a startup and innovation
ecosystem for high-end technologies
4.
Attract more FDI in the field of sustainability and develop channels through which FDI can
better contribute to the UN Sustainable Development Goals (SDGs) in Finland
The components of the FDI vision should be supported by a competitive and attractive business
climate focused on education, talent, competencies and an ‘FDI mindset’. All are part of the roadmap
in the next chapter.
Maintaining and improving Finland’s digital competitiveness is thus a key priority for the coming
years.
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A more team based approach for developing the start up ecosystem is desirable in Finland
The combination of attracting more HQ activities and combining these activities with R&D activities
to create so-called global Finnish Centers of Excellence is a promising strategy for Finland to adopt
in developing its reputation for being an R&D-intensive location. In addition, Finland would have to
focus more on attracting and creating an enabling environment for Asian Headquarters (HQs) or
Divisional Headquarters (DHQs).
For Finland’s FDI vision, sustainability and the SDGs are important long-term developments. Hence,
Finland should distinguish between sustainable FDI while the overall objective or goal of Finland
should be to attract FDI that contributes to reaching the 17 Sustainable Development Goals (SDGs).
So what should Finland’s FDI story and vision be?
•

Finland in 2030 as the most attractive and competent environment for experimentation and
innovation

•

Finland playing a leading role in attracting industries and activities in the second and third wave
of IR 4.0 and moving beyond digitalization

•

Finland as a hub and springboard for Asian MNCs (HQs) exploring the European, Baltic and
Russian markets

•

Finland attracting more HQ activities and aiming to combine these HQ coordinative activities
with R&D activities, creating Centers of Excellence rather than Centers of Coordination/Control.
As such Finland can be a breeding ground for new product and service development

•

Finland’s setting as a key location for attracting sustainable FDI – renewables (short-term strategy)
and FDI that supports Finland in reaching the SDG goals in 2035 (long-term strategy)

•

Finland as a (sustainable) hub for innovation, entrepreneurship and sustainability, and the most
preferred location for your future Industry 4.0 Center of Excellence

•

Taglines: New Forms of Investments (NFIs), Industry 4.0, FDI, entrepreneurship, experimentation,
innovation, R&D, startups, funding, ecosystem

The roadmap to achieving the FDI vision
The eight individual components of the roadmap are discussed below
1.

FDI requires and is an open mindset.

2. Talent development, attraction and retention: this link between access to a talent pool and
investments should be the main policy driver for the Finnish government.
3. Quality of life, in particular for expats
4. A startup and innovation ecosystem
5. Labor costs and flexible labor market policies
6. Taxes and incentives
7.

Bureaucracy, red tape and regulation

8. Public private dialogue and cooperation for investment
Conclusions
This general FDI vision serves as a starting point for dialogue between the government and actors
from the private sector undertaking FDI or working with foreign subsidiaries of MNCs in Finland. The
FDI vision should strengthen and complement the overall brand of Finland and lead to more and
better FDI for Finland as a whole. In the previous chapters, the components of this brand and some
of the initial key messaging were presented.
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CHAPTER 1 – INTRODUCTION:
WHY A FDI VISION FOR FINLAND
1.1 Objectives of the FDI vision
This report outlines an FDI vision for Finland on behalf of Amcham Finland and its members, many of
which are foreign affiliates of international companies.
Amcham Finland has members from 14 different countries (including Finland) and has been the voice
for international business in Finland for over 10 years. Our FDI vision does not reflect the dissatisfaction
of our members with the Finnish business environment or with the government of Finland, nor does
it want to be prescriptive or dictate what the government should do or not do. Rather, our FDI
vision aims to better prepare Finland for the future, and create economic welfare and growth for
the economy and the people of Finland. The vision should be seen as a starting point for long-term
collaboration and partnership between the public and private sectors, through a regular constructive
dialogue that aims to address challenges in the Finnish business environment.
Our FDI vision should be seen as a source of inspiration, with recommendations we are willing to
discuss further and that may inspire the government to develop a broader vision for Finland – for
example, Finland 2030. Our FDI vision has a long-term perspective (FDI is a long-term process and
lifecycle, as is FDI policymaking) and is concrete, pragmatic and implementable.
The vision has two clear messages we would like to communicate:
1.

The long-term benefits of FDI for Finland, the Finnish economy and its population. The report
will address the desirable outcomes and potential gains that can be achieved through FDI for an
economy or society at large.

2. It is not about choosing between foreign and domestic investment, but rather that in order to create
future prosperity and welfare in Finland, we need to create an attractive investment environment
for all investments. A competitive business environment for foreign investors is a competitive
business environment for domestic multinationals and companies as well, and increases the value
added for SMEs across the board. FDI and domestic investment always go hand in hand and often
grow simultaneously. This will likely increase in the future.
“It’s not a matter of ‘Should our priority be domestic or foreign investment?’ but rather, ‘What
can we do to make the two forms of investment work together, in order to generate the maximum
benefits for our economy and our population?’”
We strongly believe that Finland is at an important crossroads for its future. On the one hand, the
country has made great achievements in attracting FDI through a stable business environment and
by creating the benefits of FDI for the economy and the population. On the other hand, the world
outside Finland is changing rapidly. FDI numbers have dried up due to Covid-19 and it remains to
be seen if and when FDI will continue to grow again. In addition, there is increased protectionism
through heightened trade tensions. Last but not least, the fourth industrial revolution (I.R. 4.0) is
fundamentally changing the way we work, live and interact. This will impact the nature of FDI and
may disrupt the traditional FDI models we have worked with over the past three decades. There
should therefore be a sense of urgency to start thinking about an FDI vision.
The vision in this report has been developed through two consultative and interactive workshops
in which 11 Amcham member companies participated and provided their insights, experiences and
expertise. That work is integrated into this FDI vision. The group of experts included some of the
largest and most valuable investors in Finland – both foreign and domestic. In addition to the two
workshops, the conversations and working groups that have been organized in the past five years
have also provided valuable insights and experiences that are included in this vision. Finally, the
Finland as a Business Location Barometer – a joint study by Amcham Finland and Business Finland
– has provided valuable insights too. This vision has also used multiple other sources and databases.
The list of participants for the workshop, sources and databases can be found in the annex to this
report.
Below we provide some reasons as to why we think a long-term FDI vision for Finland is necessary
from a public- and private-sector perspective.
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This report is structured as follows: after addressing the need for an FDI vision for Finland as well as
the overall benefits of FDI for the Finnish economy, Chapter 2 outlines the FDI vision and highlights
where the opportunities for Finland are. Chapter 3 provides a high-level roadmap for Finland to
achieve the FDI vision by 2030 and what needs to be done to enhance the competitiveness of Finland.
The final chapter provides additional recommendations and next steps.
1.2 Why does Finland need a long term vision for FDI?
A vision is critical for the further development of a strategy, whether it be a corporate or government
strategy. Without a vision, it is difficult to implement change and put a country in a transformation
process, and hence it will be difficult to reach the overall performance and resource levels anticipated.
This is shown in the figure below. Without a vision, change will be difficult to realize.
Figure 1: Transformation and change start with a vision

2021 Henrik von Scheel

1.

Having a long-term vision for FDI would show that the Finnish government is committed to
attracting FDI1. It is important that the impact international companies create in Finland is
acknowledged, and that the companies most beneficial to the domestic economy – irrespective
of the nationality of their owners – are valued. These companies include the ones that create the
highest-skilled and highest-paying jobs, and the most competitive exports from Finland.

2. A vision for FDI in Finland would enable the public and private sectors to work together to
achieve a strong, vibrant and prosperous Finland. Foreign affiliates are embedded in the national
economy and society of Finland. They are not only dependent upon Finland’s overall economic
growth, but are also committed to Finland’s prosperity and will thus closely align their investments
in Finland with the country’s future plans.
3. FDI is critical to the well-being of Finland’s economy and competition to attract FDI is fierce –
especially following the Covid-19 pandemic. Finland needs to adjust its value proposition and
embrace longer-term thinking to address this intensified competition.
1
Foreign direct investment (FDI) is a category of investment that reflects the objective of establishing a lasting interest by
a resident enterprise in one economy (direct investor) in an enterprise (direct investment enterprise) that is resident in an
economy other than that of the direct investor. The lasting interest implies the existence of a long-term relationship between
the direct investor and the direct investment enterprise and a significant degree of influence on the management of the
enterprise. The direct or indirect ownership of 10% or more of the voting power of an enterprise resident in one economy by
an investor resident in another economy is evidence of such a relationship. FDI can be distinguished into various types (1) The
creation of a new subsidiary and/or manufacturing base or services centre in the host country (often referred to as “greenfield
FDI”); (2) Mergers and acquisitions (M&A) of existing businesses in the host country; (3) Joint ventures (JVs); and (4) Reinvestment of profits into projects in the host country. Greenfield FDI is regarded as the most promising form of FDI as the
economic benefits are largest.
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4. Business leaders need regulatory certainty, stability, transparency, predictability and a level
playing field to enable strategic long-term business and investment planning. Without these
things, FDI remains stagnant or lags behind other countries. An FDI vision and roadmap would
provide stability for strategic long-term investment planning, as FDI is a long-term process.
5. A vision for FDI can incorporate Finland’s sustainability goals and thus be used to promote
corporate social responsibility to encourage sustainable investments that support Finland’s goals
and the growth of the Finnish economy.
6. The competitiveness of countries is always relative and subject to change due to upcoming other
countries or cities, or due to changes in the global economy or system. The Unique Selling Points
(USPs) a country has may thus change over time. FDI policies should reflect this dynamic and
must be adapted based on how companies, and in particular foreign affiliates, evolve over time
within a host economy.
7.

Finland still has the absorptive capacity to further grow through new inward FDI. In fact, there
may be untapped sources and reservoirs of FDI that can be developed in the future, including
opportunities within Industry 4.0; Artificial Intelligence (AI), Robotics, the Internet of Things (IoT),
etc.

The next chapter of this report will develop an FDI vision 2030 that can be translated into the ‘FDI
story of Finland’ and that should be emphasized and mentioned by all players and stakeholders.
Relevant questions for this FDI vision and the story of FDI brand Finland are:
•

What kind of a story or vision inspires the Finnish government, enables policy makers to see the
opportunities, and gives them the tools to take the vision forward?

•

This vision should communicate the commitment of international companies to Finland and
make it very clear that an attractive investment environment is at least as important to Finnish
companies as it is for international ones

•

Telling an inspiring story on attracting more international investments translates into more
wellbeing, more jobs, and more prosperity for everyone in this country. It’s not ‘them’ against ‘us’
but all of us together wanting to make Finland grow and stay competitive and attractive in the
future

1.3 Why is FDI critical for Finland?
The main reasons why FDI is critical for Finland are:
1.

Foreign direct investments (FDI) have a significant impact on the Finnish economy. The Finland
as a Business Location Barometer shows that 44% of foreign-owned companies plan to hire more
personnel in 2020-2021, and 30% intend to invest more in R&D. In addition, one new job created
in Finland leads to a minimum of two additional jobs, and one euro invested produces three
additional euros.

2. Only approximately 1% of companies operating in Finland are foreign owned. However, their
impact is much greater than this number suggests. These 4,400 companies employ almost
266,000 people, which is approximately 18% of personnel of all companies in Finland. Based on
2018 statistics, the combined revenue of foreign-owned companies was 96 billion euros.
3. Foreign direct investment (FDI) is an essential factor in spurring job growth and providing longterm economic benefits for Finland.
4. FDI reflects overall investor confidence in Finland’s growth and stability, bringing in long-term
capital that is essential in invigorating the economy after the Covid-19 pandemic.
5. FDI also puts countries on the map for global investors and increases the countries’ exposure and
visibility in the global economy.
6. Foreign-owned companies are more are more active in moving their operations to Finland than
Finnish companies are in expanding their operations abroad.
Other benefits of FDI include:
•

The tax effect

•

Knowledge transfer and new technologies

•

R&D and innovation that deploy new and disruptive technologies
10

•

Employment (both locally and attracting new international talent to the country

•

Providing an opportunity for local employees to have international experience, thereby reducing
brain drain

•

Improves Finnish companies’ access to global supply chains

•

Accelerates Finland’s connections into new markets and business areas

•

Access to global best practices in various fields

•

New collaboration opportunities and capital for domestic startups

•

Reinforces bonds of mutual dependence among countries

•

Contributes to the creation of decent and value-adding jobs

The below figure explains the relationship between FDI, economic growth and competitiveness for
Finland.
Figure 2: The FDI, economic growth and competitiveness cycle
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As figure 2 shows, there is a strong relationship between FDI, economic growth and the competitiveness
of Finland. In order to attract FDI in the first place, Finland needs to have a competitive economy and
business climate. This has a direct impact on and contributes to the national economy in the form of
GDP, job growth and productivity growth. Eventually, when foreign firms are more embedded in the
national economy, it leads to additional intangible effects like technology and knowledge transfer.
This all contributes to a more competitive business environment, which in turn attracts further FDI
to Finland. This cycle is critical and creates a virtuous circle effect that also benefits domestic firms
and domestic investment as over time, more intangible benefits spill over to the national economy
as a whole.
According to UNCTAD, the following FDI global data trends can be distinguished:
1.

Global FDI flows collapsed in 2020, falling 42% from USD 1.5 trillion in 2019 to an estimated USD
859 billion. According to UNCTAD this low level was last seen in the 1990s and is more than 30%
11

below the investment dip that followed the 2008-2009 global financial crisis.
2. Globally, greenfield projects declined by 35% in 2020 to an estimated USD 547 billion. The decline
was even steeper in developing economies, dropping 63% in Africa and 51% in Latin America and
the Caribbean. Even developing economies in Asia saw a 38% drop in greenfield announcements.
3. Global FDI will remain weak in 2021, experiencing a further decline of 5-10%.
Based on preliminary FDI data of on both capital flows and greenfield projects, Finland will have to
adjust to lower FDI levels and more competition for FDI. The FDI cake has become smaller and will
have to be divided between many other countries. There is now fierce competition between countries
to attract R&D-related FDI projects and activities. In this context, Finland will have to work harder to
attract more FDI and explore the opportunities for New Forms of Investment (NFIs).
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CHAPTER 2 – FINLAND’S COMPETITIVENESS
This chapter explores the overall competitiveness of Finland based on a number of competitiveness
indicators, and highlights the presence of the foreign subsidiaries in Finland of the largest MNCs. It
also discusses the challenges for Finland moving forward and the ‘FDI Gap’ that Finland faces.
2.1 The competitiveness of Finland
As competition for FDI among countries is intense – and has been exacerbated by the overall decrease
in FDI due to Covid-19 – the focus of investment policy is shifting towards creating a more enabling
environment for FDI.
This means focusing on the legal, regulatory and political institutions that provide transparency,
predictability, stability and protection to foreign (and domestic) investors; and social infrastructure,
such as education, which increases the skills of the local workforce to meet the requirements of MNCs.
Many countries today are focused on creating an enabling environment for FDI and strengthening their
national competitive advantage. FDI (both inward and outward), as well as domestic investment, can
significantly contribute to creating a competitive advantage for countries. FDI by itself is no panacea
for development and needs to be supported by other policies. In particular, these policies should
improve the overall business and investment climate for both domestic and foreign enterprises, and
strengthen Finland’s competitiveness.
There are many indicators that measure Finland’s competitiveness versus other countries in the
region or globally. A list is provided in the annex to this report.
What is the competitive position of Finland?
In order to measure the overall competitiveness and ease of doing business of a country, the following
two reports are often used:
1.

The IMD World Competitiveness Yearbook

2. The Doing Business Index of the World Bank
A detailed description is provided in the annex to this report.
The table below shows the overall competitiveness of Finland based on the two indicators.
Table 1: The overall competitiveness of Finland based on IMD and World Bank

2016

2017

2018

2019

2020

DBI 2020

Finland

20

15

16

15

13

20

Sweden

5

9

9

9

6

10

Norway

9

11

8

11

7

9

Denmark

6

7

6

8

2

4

Switzerland

2

2

5

4

3

36

Estonia

31

30

31

35

28

18

Lithuania

30

33

32

29

31

11

Latvia

37

40

40

40

41

19

Netherlands

8

5

4

6

4

42

Germany

12

13

15

17

17

22

Austria

24

25

18

19

16

27

Source: IMD World Competitiveness Report, various years. World Bank DBI, 2020
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Based on IMD’s competitiveness reports, Finland’s competitiveness has improved since 2016 and the
country was ranked at 13th place globally in 2020. However, Finland is not ranked within the top 10
as the other Nordic countries are. Based on the Doing Business Index (DBI) of the World Bank (the
last column of table 1) – which ranks countries on ease of doing business – Finland placed 20th in
2020, while Denmark was 4th, Norway 9th, Sweden 10th, Lithuania 11th, Estonia 18th and Latvia 19th.
The main reason for this is Finland’s low ranking on sub-indicators such as dealing with construction
permits (42nd), getting credit (80th), protecting minority investments (61st) and enforcing contracts
(45th).
Figure 3 below shows Finland’s ranking among its peer group of countries based on IMD’s
competitiveness index, again between 2016 and 2020.
Figure 3: Finland’s competitiveness benchmarked against it top peer countries
25
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2 2
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Finland

Austria

Germany

Source: IMD World Competitiveness Report, various years.
Figure 3 shows that Denmark has substantially improved its overall competitiveness during the
period 2016-2020, and is ranked 2nd in 2020 together with Switzerland. Sweden and Norway have
experienced similar improvements and are also ranked firmly within the top 10. Austria has become
a strong competitor to Finland given its progress over time, ranking 24th in 2016 and 16th in 2020.
Germany has seen its competitiveness deteriorate over the 2016 to 2020 period. For some industries,
competition has become global. Some of the GCC countries and Israel, for instance, are catching up
with their startup systems and digital industries.
Some other international reports on the overall competitiveness of Finland:
• The World Economic Forum (WEF) also publishes its annual Global Competitiveness Index. In this
index for 2019, Finland is ranked 11th after the Netherlands (4th), Switzerland (5th), Germany (7th),
Sweden (8th), Denmark (10th). Norway is ranked 17th. Finland’s lower ranking as compared to other
competing countries is largely due to the inflexibility of its labor market. Hiring and firing practices,
the flexibility of wage determination, ease of hiring foreign labor, internal labor mobility and labor
tax rates are indicators where Finland ranks lower compared to other countries. Shareholder
governance, domestic market size, attitude towards entrepreneurial risk, the time it takes to start
a business and the diversity of the workforce are also indicators where Finland scores lower.
• In the AT Kearney FDI Confidence Index, Finland ranked 23rd in 2020 and is now ranked 25th
behind Germany (3rd), Switzerland (10th), The Netherlands (11th from 14th in 2020), Sweden
(14th from 15th in 2020), Norway (18th from 24th in 2020), Austria (19th and not ranked in2020)
and Denmark (22nd from 20th in 2020). Both Denmark and Finland have more or less similar
positions, while Sweden and Norway are ranked much higher. Austria has become a strong
competitor for Finland.
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Net score

Brazil

-15

Finland

United States

15

29

-14

Portugal

Italy

9

30

-21

Ireland

-13

31

16

30

17
17

33

-16

17

35

-18

18

Austria

-14

Denmark

-14

33

19

Belgium

-14

33

19

32

Norway

-12

33

21

Netherlands

-12

33

21

United Kingdom
Spain
China (incl. Hong Kong)
Sweden

21

40

-19

23

36

-13

23

38

-15

25

37

-12

Singapore

-13

39

26

France

-13

39

26

39

27

New Zealand
South Korea
Australia
United Arab Emirates
Switzerland
Canada
Germany
Japan

-12
-14
-13

41

27

41

28
28

42

-14

30

39

-9

31

43

-12

35

46

-11

35

47

-12
More Pesimistic

More Optimistic

Source: AT Kearney FDI confidence index, 2021
Some of the results of recent surveys and reports summarizing the strengths and weaknesses of
Finland’s competitive business environment are provided below.
Strenghts
•

•

•
•

•

Weaknesses

Finland has a stable society and predictable economy that
also offers a good quality of life, skilled labor and great
digital infrastructure
Foreign affiliates view Finland’s business environment
more positively than Finnish companies do. They give a
score of 7.8/10 for Finland as a business location
Availability of a skilled workforce is one of the main
reasons for companies to move their operations to Finland
“Finland’s viability is an issue that is constantly being
discussed; it should remain innovative, but on the other
hand a cost- effective place.” (Finland as a Business
Location Barometer)
“Finland’s strengths are the technology industry
and innovativeness.” (Finland as a Business Location
Barometer)

•
•
•
•

High personal income tax
Salary inflexibility
Labor costs
“The basics work
in Finland. It has a
safe and predictable
operating environment.
The challenge is the
availability of labor.”
(Finland as a Business
Location Barometer)
“At present, taxation and
labor costs are tolerable,
but cannot be tightened.”
(Finland as a Business
Location Barometer)

•

2.2 The presence of foreign subsidiaries in Finland
When comparing Finland with some of its main competing countries in the Nordic region, in terms of
overall FDI, the following picture emerges.
As the previous section highlighted, Finland
is often ranked well and competitive among
international benchmarks. However, looking
at FDI inward stock as a % of GDP (figure 5)
Finland only gets a small % of FDI. As the recent
OECD (2021) report highlighted, the share of
FDI versus GDP is very low in comparison to the
other Nordic countries. Finland urgently needs
to catch up and reverse this downward trend.

© OECD
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When looking at the presence of subsidiaries of MNCs, the picture that emerges is more nuanced. Table
2 shows the number of MNCs with subsidiaries in Finland, their associated number of subsidiaries, as
well as the top source country or country of origin of the MNCs and subsidiaries. Please note these
data are only for the 2,190 largest MNCs globally, based on their annual revenues for 2019 or 2020.
Table 2: No. of subsidiaries in country 2019/2020
Country

No. of MNCs with
subsidiaries in country

No. of subsidiaries in
country

Top source country

Finland

309

681

US

Norway

342

852

US

Sweden

507

1991

US

Estonia

101

133

US

Latvia

98

139

US

Lithuania

116

177

US

Denmark

383

950

US

Netherlands

891

5930

US

Germany

901

9635

Germany

Source: MNC database of 2190 largest MNCs 2019/2020 – Investment Monitor
As table 2 shows, out of a total of 2,190 of the largest (based on their global revenues for 2019/2020)
multinational corporations (MNCs) there are 309 MNCs with some 681 subsidiaries in Finland.
The top source country of MNCs with subsidiaries in Finland is the US, as comparable with all the
other Nordic and Baltic countries. Only in Germany are there more German subsidiaries of the largest
MNCs, which can be explained by the much larger size of the German economy and how it is driven
largely by firms and MNCs with Germany as the country of origin.
The Nordics and Baltics are two different groups. Norway (342), Denmark (383) and Finland (309)
have more or less the same number of MNCs with subsidiaries in the country, with Sweden having the
most at 507 and with almost 2,000 subsidiaries (more than double the number of the other Nordic
countries together). The Baltic States have around 100 MNCs with subsidiaries in the respective
countries and are also comparable. The Netherlands, given its favorable tax regime, has a very large
number of MNCs (891) with almost 6,000 subsidiaries.
Given its lower number of MNCs relative to the other Nordic countries, Finland has the potential to
further expand its MNC base and associated subsidiaries over the coming years.
Table 5: World talent ranking and competitiveness, 2016-2020
Finland

Norway

Sweden

Denmark

US

167

25% US

229

27% US

494

25% US

304

32%

Finland

150

22% Norway

146

17%

Germany

455

23% Denmark

178

19%

UK

80

12%

UK

88

10%

Sweden

337

17%

UK

97

10%

Germany

53

8%

Germany

66

8%

UK

171

9%

France

85

9%

Sweden

40

6%

France

65

8%

France

129

6%

Germany

76

8%

France

37

5%

Finland

48

6%

Finland

81

4%

Sweden

35

4%

India

24

4%

Sweden

36

4%

Switzerland

37

2%

Switzerland

27

3%

Switzerland

23

3%

Switzerland

25

3%

Denmark

37

2%

Luxembourg

25

3%

Denmark

18

3%

Denmark

25

3%

Ireland

34

2%

Ireland

20

2%

Ireland

14

2%

Ireland

17

2%

Japan

30

2%

Finland

16

2%

681

852

1991

Source: MNC database of 2190 largest MNCs 2019/2020 – Investment Monitor
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Table 3 further highlights the top 10 source countries of the subsidiaries for the four Nordic countries.
For all of them, the top source country is the United States, with more or less comparable percentages
of the total. Denmark is somewhat higher at 32%. In terms of absolute numbers, Sweden has the highest
number of US subsidiaries (494). Of the 681 subsidiaries set up in Finland, 167 have been established
by US-based MNCs . In almost all the Nordic countries, the second highest percentage of subsidiaries
is from home country MNCs, except for Sweden where the number of German subsidiaries is much
higher. Overall, the top 10 source countries and the percentages as a share of the total for Norway is
very similar to that of Finland. For all the Nordic countries, the top 10 consists almost completely of
European or EU countries. Only Germany has a small share of Japanese subsidiaries (2%) and Finland
has a 4% share of Indian subsidiaries.
The opportunity for Finland, apart from attracting more subsidiaries of MNCs, seems to be in
attracting more subsidiaries of Asian MNCs, in particular those from India.
2.3 The challenge for FDI to Finland
Given the above analysis and observations on the competitiveness of Finland, there are many
opportunities to attract more and new FDI, and to close the gap Finland has with the other Nordic
countries. However, as for many other countries, Finland may also explore how it can increase the
benefits and impact of FDI (both new and existing). Figure 6 shows how the benefits and impact
of FDI develop over time based on the FDI, economic growth and competitiveness cycle of figure 2
above.
Figure 6: Benefits and impact of FDI to Finland and Finland’s FDI Gap
IMPACT/
BENEFITS

© 2021 Douglas van den Berghe
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Long-term (Over 7-10 years)

TIME

Both companies and the Finnish government need to invest for FDI

A number of observations can be derived from figure 6:
•

The relationship between the benefits of FDI for a country and a company are initially negative
and the break-even point (BEP) is after approximately 2-3 years. Companies need to make the
initial investment, which only starts to pay off after 2-3 years. The time frame depends upon the
sunk costs and the initial investment, which are largely determined by the industry the company
operates in and the FDI activities. On the other hand, governments need to invest to attract
FDI, as this requires government funding for the Investment Promotion Agency (IPA) as well as
potential initial incentives.

When looking at the whole population of subsidiaries in Finland (based on the Statistics Finland database), Swedish MNCs
have the most subsidiaries in Finland. Hence, this is only a sample of the largest 2,190 MNCs.

2
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•

Over time, the benefits and impact develop progressively, but may fall back once in a while due
to setbacks in the FDI operations of a company.

•

Initially, the benefits or impact of FDI are more direct and tangible (measurable) for Finland, such
as new jobs created, capital expenditures, GDP growth, and the involvement of first and second
tier suppliers. All of these initial short- and mid-term benefits are quantifiable and can be clearly
measured.

•

After the mid-term (5-7 years) the impact or benefits of FDI are more indirect or intangible
(difficult to measure). Examples are: skills and capacity enhancement, building competencies,
knowledge management and technology transfer, exposure of business environment to global
MNCs, visibility of Finland on the global FDI scene, and a gradual change in mindset to FDI and
perhaps globalization due to the economy’s exposure to FDI.

•

Over time, the benefits curve tends to flatten. For Finland, this is relatively late as a developed
economy can much more easily absorb FDI as well as has the institutions in place for FDI to
flourish. Let us assume for Finland that the FDI benefits curve flattens in the long term, and at a
stage when roughly 80% of the benefits and impact have been realized.

•

The stage when the FDI curve flattens for a developed market economy is in the long term. For
more developing countries, this flattening may take place in the mid-term or even the short term.

The challenge for Finland is to better understand why the FDI curve flattens at 80% of the potential
benefits/impact of FDI. The view in this report is that Finland needs to better support the growth of
FDI or, more specifically, provide support over the longer term for the foreign subsidiaries of MNCs
present in Finland.
The key question is this: How can the Finnish government facilitate re-investments, undertake better
aftercare activities or, in general, create a stronger and more competitive business environment to
facilitate the further growth and embeddedness of foreign subsidiaries in the national economy?
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CHAPTER 3 – FDI VISION 2030:
THE OPPORTUNITY FOR FINLAND
This chapter outlines Amcham’s general FDI vision 2030 for Finland.
Increasingly, countries develop visions on their future economic growth. Finland already has a number
of visions, including its vision on the SDGs for 2030: Agenda 2030 – Sustainable Development Goals
- Ministry for Foreign Affairs (um.fi), its vision for higher education and research in 2030: Vision 2030
- OKM - Ministry of Education and Culture, Finland (minedu.fi), and its strategy 2030 for a cohesive
society and sustainable wellbeing: Strategy 2030 - Sosiaali- ja terveysministeriö (stm.fi).
Amcham’s FDI vision serves as a starting point and a tool for the government in their decisionmaking and future planning to (re)think about FDI and economic growth. Amcham’s FDI vision for
Finland comprises a number of components or pillars as outlined below.
Figure 7: Components of Finland’s future competitiveness and FDI vision

Develop and
attract Industry 4.0
sectors and
activities

(R)HQs combined
with Centers of
Exellence
(R&D)

Education/Talent/
Competencies,
FDI Mindset and
Business Climate
Start ups &
innovation
ecosystem for
high-end
technologies

SDGs: target
sectors and FDI
supportive to
achieving
the SDGs

The four components of the new FDI vision for Finland are:
1.

Develop and attract Industry 4.0 (IR 4) sectors and activities.

2. As mentioned in the previous chapter, attract more (regional) headquarter activities combined
with Centers of Excellence in relation to the R&D activities of foreign companies.
3. In order to support the above, further expand and focus on building a startup and innovation
ecosystem for high-end technologies.
4. Attract more FDI in the field of sustainability and develop channels through which FDI can better
or best contribute to the UN Sustainable Development Goals (SDGs) in Finland.
The components of the FDI vision should be supported by the main pillars to reach the FDI vision: a
competitive and attractive business climate focused on education, talent, competencies and an ‘FDI
mindset’ – all are part of the roadmap in the next chapter.
The four components of the FDI vision for Finland will be discussed below.
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3.1 The rise of the digital economy, digital FDI and the 4th industrial revolution
The new global economic context and the impact of the 4th Industrial Revolution (4IR) may provide
additional opportunities, as well as threats, that countries need to prepare for. Every single target
sector or industry is likely to be affected by the 4th Industrial Revolution – though to varying degrees
and with different outcomes. For Finland, the different technologies of the 4IR provide different levels
of opportunities. Figure 8 below shows the three waves of IR 4.0. In the annex, a broader explanation
is provided about IR 4.0.
Figure 8: The three waves of the 4th industrial revolution
Robotics
(M2H, H2M, M2M)
Bioinformatics

Advanced Analytics
Digital
World
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Nanotechnolgy
Sustainability
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Augmented Reality
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INDUSTRY
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World
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World

Quantum Computing

Internet of Things
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Cybersecurity

Cloud Computing

Neurotechnology

1st wave 2009 - 2016

2nd wave 2016 - 2025

3rd wave 2025 ...
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Internet of Things
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Energy Consumption

Energy Storage
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Cybersecurity
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Source: Henrik von Scheel, 2018
As Figure 8 shows, there are three waves of IR 4.0 and the second wave has only just begun, with
some of the emerging technologies of the first wave maturing. For Finland, many of the opportunities
are within the second and third wave of IR 4.0.
While Finland has a strong track record in attracting FDI in high-tech industries – such as
pharmaceuticals, biotech, healthcare, and sustainable energy – there are also many opportunities
in some of the pioneering and emerging technologies for which Finland has a strong base. These
include robotics, quantum computing3, energy storage4, cybersecurity and neuro-technology. Most
of these new and evolving industries depend very much on the growth of the digital economy and
the digital competitiveness of Finland. In order to reap the full benefits of the new technologies of IR
4.0, Finland should further develop its digital economy.
Finland and the digital economy
UNCTAD’s World Investment Report 2017: Investment and the Digital Economy defines the digital
economy as “the application of internet-based digital technologies to the production and trade of
goods and services.” Simply put, the digital economy encompasses any transaction that is conducted
over the internet. This could range from a video call to one’s grandmother, to the digital purchase
of an interesting pop song, to the virtual negotiation of a multibillion-dollar deal, to a an automated
factory producing cars. Table 4 shows the digital competitiveness of Finland among its competitors.
Over the last couple of years, Finland’s digital competitiveness has declined in rank from 7th place to
10th place. This is very similar to Norway’s decline from 6th in 2018 to 9th in 2020. Finland still has a
strong position globally, but in comparison to Sweden (ranked 4th in 2020) and Denmark (ranked 3rd
in 2020) its position is fragile. Noteworthy is the rapid increase of Estonia’s digital competitiveness
over the last three years. The Netherlands also holds a strong position in digital competitiveness.
Maintaining and improving Finland’s digital competitiveness is thus a key priority for the coming
years.
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Table 4: Digital competitiveness rankings, 2018-20205
2018

2019

2020

Finland

7

7

10

Sweden

3

3

4

Norway

6

9

9

Denmark

4

4

3

Switzerland

5

5

6

Estonia

25

29

21

Lithuania

29

30

29

Latvia

35

36

38

Netherlands

9

6

7

Germany

18

17

18

Austria

15

20

17

Source: IMD World Competitiveness Report, various years.
Similar results for Finland can be seen in the ICT Development Index of 2017 (a more recent publication
is still under discussion) - in which Finland ranked 22nd (21st in 2015) with Denmark (4th), The
Netherlands (7th), Norway (8th), Sweden (11th), Germany (12th) and Estonia (17th).
The digital economy is becoming an ever more important part of the global economy. It is
revolutionizing the way we conduct business, and it has important implications for FDI and, more
importantly, for digital FDI6.
Finland already has a strong position in attracting digital FDI. Just like traditional FDI, digital FDI is
invested abroad to be close to customers, access local knowledge, open new markets, and more.
Attracting FDI in the digital economy can bring Finland additional knowledge, technology, high-skill
jobs and higher economic growth. Furthermore, digital MNCs have business models that differ from
those of traditional brick-and-mortar businesses. Since digital products and services use relatively
few natural resources and labor is cheaper, digital firms rely heavily on platform economies and
leveraging non-traditional assets. Given Finland’s position and economic profile, it can attract more
digital MNCs. The country has a highly-skilled labor force and a strong domestic base of internet
entrepreneurs with whom digital MNCs would interact well.What can Finland do to enhance its
attractiveness for digital FDI and digital MNCs? The textbox below shows some of the results of the
recent Digital Riser Report of the European Center for Digital Competitiveness (ESCP, 2020).
Although the digital riser study does not specifically address Finland, it does provide a number of
good recommendations that some counties have adopted and that have made them some of the
strongest digital risers. Some of these policies and initiatives should also be further developed and
strengthened in Finland. A list is provided below:
•

The top Digital Risers around the world have invested in talent and made innovation and
entrepreneurship very feasible for companies

•

Across Europe, countries made progress by investing in the ecosystem and mindset of
digitalization

•

Others have modernized and implemented intelligent IT solutions in all areas of economic
and social life, or have formed a Digital National Alliance to strengthen commitment to further
digitalization of their economy

See the recent promising developments of creating InstituteQ – a collaboration of various institutions in the field of Quantum
Science: Finnish research institutions join forces on quantum science (goodnewsfinland.com). And the development of creating
the first quantum computer in Finland: “Finland is at the forefront of innovation”: the Indian-origin scientist managing the
construction of Finland’s first quantum computer (helsinkitimes.fi)

3

See the recent development of creating the first electric vehicle battery plant in Finland: Finland Pushes Ahead on Battery
Plan With Johnson Matthey Plant - Bloomberg

4

5

The annex provides a broader explanation of the digital competitiveness index.

The World Economic Forum defines digital FDI as “FDI in the digital economy”. In other words, digital FDI is about attracting
investment to grow the digital economy.

6

21

•

Some countries started a digital talent scholarship program to provide certifications to digital
talents

•

Other success factors pertinent to Digital Risers include their ability to attract international talent,
and so countries such as the Philippines, with their start-up visa program, and Indonesia, France
and Latvia represent particular success stories in this regard.

•

Digital Risers have made it easy, quick and cheap to start companies. Azerbaijan, for instance,
has reduced the time to start a company from over three days to less than one day, and Latvia has
introduced special tax and funding regimes to support young companies

One of the best practices for the top digital risers globally is an ecosystem that supports startups
and new technologies. This ecosystem is the foundation of developing and attracting FDI in the
technologies of IR 4.0.
Textbox 1: Results of the Digital Riser Study, 2020
The Digital Riser study analyses how governments have
managed and navigated the transition driven by digital
technologies between 2017 and 2019 (European Center for
Digital Competitiveness - ESCP, 2020).
In the Digital Riser Report 2020 of ESCP two factors are being
analyzed:
1.

How much progress countries have made relative to their
global peers in the last three years.

2.

The best practices of the top Digital Risers 2020 in ten
country groups.

As such, developments and initiatives are highlighted that may
inform political decision-makers around the world on which
practices to implement, based on what has proven successful in
their region and beyond. Some conclusions from the 2020 report
are:
•

In Europe and North America, Bulgaria was the top Digital
Riser, while Croatia and Albania fell significantly behind.
Interestingly, Sweden – which is often considered one
of Europe’s most digital countries – only ranked 30th of
the 36 countries in this group. When breaking down the
results, Montenegro and Bulgaria improved the most in
the ecosystem and mindset dimensions, respectively.
Furthermore, while Croatia’s decline was driven by the
ecosystem dimension, Albania scored the lowest in terms
of its mindset. As in the EU country group, Bulgaria’s
outperformance can mainly be explained by its “Digital
Bulgaria 2025” lighthouse initiative, which was launched
in 2018 as a continuation of the national program “Digital
Bulgaria 2015”. Its goal was to modernize and implement
intelligent IT solutions in all areas of economic and social
life. Also, the Digital National Alliance led a lot of initiatives
to improve digitalization free of charge, for example by
ensuring the development of digital skills, aligning business
needs and education, and supporting young Bulgarian talent
both locally and globally

The top Digital Risers in major regions indicate that digital
incumbents face new, dynamic competitors:
•

France, Saudi Arabia and the Philippines are among the top
Digital Risers worldwide. These countries may not be the
first examples that come to mind when it comes to digital,
but their underlying policies implemented in the last three
years show a strong and comprehensive push towards
digital transformation, which has created significant results

•

While countries such as the United States, Sweden or
Singapore are often perceived as digital champions, our
findings indicate that they are not necessarily dynamic
Digital Risers. Only Singapore has managed to improve
its relative position in the last three years. In contrast, the
United Stated and Sweden have actually lost ground over
the same period

•

When analyzing the two digital superpowers – namely the
United States and China – the analysis shows that China has
gained in digital competitiveness (+50) while the United
States has lost strength in the last three years (-33). For both
nations, the main driver for this development is found in the
ecosystem dimension of the ranking
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3.2 A thriving innovation and start up ecosystem?
Many countries today are focused on developing a replica of Silicon Valley in order to build a technology
ecosystem7 that supports their economic growth through innovation. Finland is also taking steps
in this direction, and has already made progress with its focus on branding Finland as a hub for
“Business and Innovation” (see: Business & innovation - thisisFINLAND) and with its Venture Capital
Association (see: Pääomasijoittajat (paaomasijoittajat.fi). Finland ranks well in terms of innovation as
the Global Innovation Index shows.
Every year, the Global Innovation Index ranks the innovation performance of more than 130 economies
around the world. The top three countries in Europe in 2020 were: Switzerland, Sweden and the
United Kingdom. Within the group of high-income countries (49 countries in total) Finland ranked
7th with Sweden 2nd, the United Kingdom 4th, the Netherlands 5th, Denmark 6th and Germany 9th.
Finland is thus ranked among the global leaders in innovation in 2020, but is ranked after Sweden,
Denmark and the Netherlands as its key competitors.
Worldwide there are a number of international examples of innovation ecosystems, including: Tel Aviv,
Singapore, Dubai, Eindhoven (Netherlands), Stuttgart, Leipzig, Dusseldorf (all three in Germany),
Oxford, Cambridge (both UK), Tallinn (Estonia) and Tampere (Finland).
Although, Finland is making progress in developing the individual components of a tech and startup
ecosystem, many of the initiatives are developed and launched in isolation or as scattered projects.
A coherent and structured strategy is lacking.
Therefore, a more team-based approach for developing the startup ecosystem is desirable in Finland.
Exploring the ten essential ingredients or components of a tech or innovation ecosystem often
involves the following:
1.

Major university and other educational institutions

2. Industry clusters
3. Major business anchors or first movers
4. Pure research institutions
5. Entrepreneurial resources
6. Transportation access
7.

Access to capital

8. Quality of life
9. Collaboration across all levels
10. Risk takers and leadership
While Finland has many of the above components, they are not yet fully bundled together.
Entrepreneurial resources, access to capital, collaboration across all levels and risk takers, and
leadership abilities could all also be better developed. In addition, there are limited financial and nonfinancial incentives available for tech startups. Finally, a successful innovation and startup ecosystem
requires entrepreneurial mindsets across society.
The Global Entrepreneurship Monitor (GEM) has been tracking entrepreneurship across many
countries since 1999, looking at the state of the entrepreneurial mindset, motivations, activities and
ambition, as well as the national framework conditions required to allow entrepreneurship to flourish
in an economy (GEM Global Entrepreneurship Monitor (gemconsortium.org)). Most of Finland’s
competitors – including the Netherlands, Norway, Sweden, Switzerland and Germany – are already
part of the GEM rankings and research. Denmark is not participating (yet). Finland was part of the
GEM research and rankings up to 2016, and has recently announced it will take part again in the
research and rankings on the state of entrepreneurship (see: Finland to Benchmark Against Other
Countries Using GEM Data GEM Global Entrepreneurship Monitor (gemconsortium.org)).
Based on the data from 2016 Finland’s strength and weaknesses on entrepreneurship can be seen.

An ecosystem differs from a cluster as the latter often involves firms from the same industry located in close proximity to
each other, while an ecosystem also involves firms from the same industry in close proximity complemented with an enabling
environment of assets, institutions, policies, etc.
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Figure 9: Finland’s entrepreneurial framework conditions, 2016 (latest year available)
Entrepreneurial Finance
Government Polities: Support and Relevance

Cultural and Social Norms

Government Polities: Taxes and Bureaucracy

Physical Infrastructure

Internal Market Burdens or Entry Regulation

Government Entrepreneurship Programs

Entrepreneurial Education at School Stage

Internal Market Dynamics

Entrepreneurial Education at Post School Stage

Commercial and Legal Infrastructure
R&D Transfer

Source: Entrepreneurship in Finland - GEM Global Entrepreneurship Monitor (gemconsortium.org)
Although the data is for the 2016 year, Finland’s strengths remain largely related to its physical,
commercial and legal infrastructure. However, many of the conditions for a thriving entrepreneurial
ecosystem are underdeveloped and can be further improved by the government. These include
government policies, taxes and bureaucracy, government entrepreneurship programs, and better
entrepreneurial education at school. In addition, financial support mechanisms for entrepreneurs –
including venture capital, private equity or loans – are also underdeveloped in Finland. Other relevant
conditions for a startup ecosystem are incubator centers, which can resolve and compensate for the
lack of entrepreneurial education at school (see figure 9 above).
The figure below provides insight into the fastest-growing industries for startups.
Figure 10: Fastest growing IR 4.0 technologies

Source: Startup Genome (2018) Global Startup Ecosystem Report 2018
Many of the industries highlighted in figure 10 are also the growing IR 4.0 industries. Finland’s startup
ecosystem will have to focus on some of these new and key industries while building incubator
centers around these fast-growing IR 4.0 industries.
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3.3 Finland as a preferred location for (R)HQs?
Finland has long been known as a gateway to the east, thanks to its established roots in trade and
commerce with Russia, the Baltics and Eastern Europe. These markets became increasingly attractive
to western multinational corporations after the Soviet Union was dissolved in 1991. It was then that
Swedish, American and German companies in particular established their regional headquarters
(RHQs) in Finland. (R)HQs form a unique type of MNC activity, and their contribution to the Finnish
economy can be significant8. They employ highly-skilled workers – including a large portion of expats
– and they bring in higher levels of taxes. HQs also often attract additional economic activities to a
location and have a larger spin-off to the local economy (due to the high-paying jobs that are often
part of a HQ). However, over the past 20-30 years there have been changes in the role of HQs and in
Finland’s attractiveness for HQs and their activities.
1.

First of all, the necessity of having HQ operations in Finland as a gateway to the east has changed.
There are now alternative locations for establishing eastward-facing HQ activities, including
Eastern European countries, Austria and the Baltic countries.

2. Secondly, there are significantly less RHQ in Finland than in Sweden9. The attractiveness of a
location for HQs depends very much on factors like quality of life, overall tax regime, availability
of highly-skilled staff, and the openness of the mindset towards expats and a global culture.
3. “Thirdly, there is a global transformation of management activities. These activities are increasingly
becoming disaggregated – both geographically and organizationally – within multinational
corporations and their value chains. This disaggregation of management activities is gaining
increasing relevance as digital solutions are becoming more common due to Covid-19 pandemic.
The traditional headquarters building – the home of the whole executive team – might thus
become a relic of the past.” (Source). Thus, HQ responsibilities may be becoming even more
disaggregated due to remote working policies and further digitalization. Then what matters most
is where the head of the region/ function/ division is situated.
The key location drivers for (R)HQs include availability of qualified staff and talent, (English) language
capabilities10, taxation (corporate, personal, and dividend-based)11, office availability, expat culture,
international schools, international appeal and a culture that welcome foreigners, and possibilities for
partners of expats to be able to work (work permits). A common currency area has also often been
mentioned as a key location driver (i.e. Finland being part of the Euro currency area).
Based on the findings of the HQ location research project conducted by the International Business
unit of the Aalto University School of Business, Finland is still an attractive location for headquarters.
The upcoming results of their survey suggests that over third of foreign-owned subsidiaries in Finland
have some HQ responsibilities. Regional HQ are the most common type of HQ, followed by functional
and divisional HQ. The survey findings also suggest the following:

The importance of HQs for the Finnish economy is reflected in the HQ location research project and center that has been set
up at Aalto University to study the location decisions of HQs, the role of HQ responsibilities in an economy, and the interaction
between HQs and locations. The project in funded by the Academy of Finland and the Marcus Wallenberg Foundation during
2019-2023.

8

9
Berthling, J. and Andresen, B. (2015). Global Companies with Offices in the Nordic Region: A Study of Global and Regional
Headquarters. Working paper, Øresundsinstituttet, Malmö and Stockholm. It would be interesting to know and better
understand if Sweden has always had this position versus Finland, and whether the gap is widening or not. In the latter case,
Finland would be more attractive and catching up with Sweden or the other Nordic countries.
10
English proficiency is often presented as a competitive advantage, but in the analysis of the English Proficiency Index 2020
(in which 100 countries are compared and analyzed) it is equally significant for the connections it enables. “These connections
may help individuals find better jobs or start their own businesses, but they are also intrinsically valuable. Connection is one
of the defining characteristics of the global citizen—curiosity, contact, and a sense of shared responsibility beyond one’s own
borders—and speaking English today is all about connection. The English Proficiency Report and Index investigates how and
where English proficiency is developing around the world”. To create the 2020 edition, the results of 2.2 million adults who
took the English tests in 2019 were analyzed. For the English Proficiency Index 2020, Finland ranked 3rd among the list of
very-high English proficiency countries, with the Netherlands (1st), Sweden (4th), Norway (5th) and Germany (8th) (Source:
EF EPI 2020 - EF English Proficiency Index).

The issue of tax for HQs is a sensitive political issue in many countries and it remains to be seen if corporate tax become
less important when the HQ activities are disaggregated (and personal income tax more important when managers have
more freedom to choose where they live and pay taxes). In addition, the recent discussions at the G7 level about a minimum
corporate income tax rate may create a more level playing field across developed countries in Europe.
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•

The units don’t have to be huge in order to have HQ responsibilities: 20% of the RHQs have 5-10
employees in Finland.

•

Subsidiaries that have HQ responsibilities, especially DHQs, are more likely to have R&D
responsibilities as well.

•

The promising role of DHQs and functional HQs as there are global/company-wide responsibilities
of certain functions or divisions in addition to the traditional RHQ responsibilities.

•

There are a number of HQ responsibilities in the Nordics and Western Europe, suggesting that
Finland is not only a gateway to the east (still the majority of the HQ responsibilities cover
the Baltics, Russia and Central and Eastern Europe), but also a gateway to the west for Asian
companies. There is a lot of room for growth here as well.

•

Opportunity: to attract more R&D activities that can be co-located with HQ activities in Finland.
As it is often argued, HQ activities may be more mobile, but if combined with R&D activities –
which tend to be more ‘sticky’ due to larger investments and higher sunk costs – this will create
create stability to otherwise footloose HQ activities.

The combination of attracting more HQ activities and combining these activities with R&D activities
to create so called global Finnish Centers of Excellence13 is a promising strategy for Finland to further
develop its high R&D intensive location. In addition, Finland would have to focus more on attracting
and creating an enabling environment for Asian HQs or DHQs.
3.4 The SDGs and sustainable FDI
The move towards Industry 4.0 – as discussed in the previous chapters – represents a move towards
a new techno-economic paradigm, and the ongoing digital transformation of industries and valuechain processes in such a way as to redefine how economies and industries work.
It has also been recognized that the underlying drivers and technologies of IR 4.0 may support the
move towards more sustainable manufacturing and production practices, or will bring the benefits of
the ‘Green Economy’. In addition, sustainability and the SDGs are also often mentioned in combination
with the three pillars: economic, social and environmental, the so-called ‘triple bottom line’. In recent
years, and in particular in connection with the formulation and achievement of the Sustainable
Development Goals (SDGs) (see figure below), increased attention has been paid to the concepts of
‘sustainable FDI’ and ‘social FDI or investment’, or more recently ‘impact FDI’.
Figure 11: the UN Sustainable Development Goals (SDGs)

A Center of Excellence can be defined as a combination of HQ activities with high-end R&D activities a foreign hub for
innovation of a global MNC based in Finland.
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Figure 11 shows the 17 Sustainable Development Goals of the UN. Many countries today are trying
to reach these goals by 2030 and so is Finland. Finland is well on its way to reaching some of these
goals, as can be seen in the Sustainable Development Report.
For the Sustainable Development Report, all 193 UN member states are ranked by their overall score.
The overall score measures a country’s total progress towards achieving all 17 SDGs. The score can be
interpreted as the percentage of SDG achievement. A score of 100 indicates that all SDGs have been
achieved. Finland ranked 3rd in 2020 with Sweden 1st, Denmark 2nd Germany 5th, Norway 6th, the
Netherlands 9th and Estonia 10th.
In terms of environmental performance (one of the 17 SDGs), Finland has a position in the middle.
The 2020 Environmental Performance Index (EPI) provides a data-driven summary of the state of
sustainability around the world. Using 32 performance indicators across 11 issue categories, the EPI
ranks 180 countries on environmental health and ecosystem vitality. These indicators provide a gauge
at a national scale of how close countries are to established environmental-policy targets. Overall,
EPI rankings indicate which countries are best addressing the array of environmental challenges that
every nation faces. In the EPI for 2020, Finland ranked 7th while Denmark was 1st, Switzerland 3rd,
Austria 6th, Sweden 8th, Norway 9th, Germany 10th, and the Netherlands 11th.
For Finland’s FDI vision, sustainability and the SDGs are important long-term developments. Hence,
Finland should distinguish between sustainable FDI and FDI made for sustainable development,
and the overall objective or goal of Finland should be to attract FDI that contributes to sustainable
development in the broadest sense.
We can differentiate three categories of sustainable FDI with different timeframes:
1.

Short term: Investments in sustainable sectors such as solar energy, renewables, and waste
management. Green investments are sustainable in essence. Finland has a very competitive
business environment for attracting sustainable investments.

2. Mid-term: Investments that take place in a sustainable way or emphasize sustainability.
Maximize spillover effects, technology and skill transfer, create sustainable well-paid jobs etc. The
government may focus on development criteria and requirements for FDI projects.
3. Long term: Investments that contribute to Finland reaching the SDGs. This is a more long-term
perspective for Finland as it involves developing and communicating how FDI and investments
should be structured, and criteria must be developed to measure the impact of FDI on the
SDGs. This is work that is still in progress in many countries (much of the work tends to focus
on developing measurement criteria), but Finland may be able to start playing a major role in
defining the approach and way forward.
Finland can strongly communicate that it has a strong focus and is fully committed to reaching the
SDGs and its sustainability ambitions, and should put this in a clear agenda with milestones. ‘Purpose’
attracts FDI and talent in today’s global economy. (3) #Sustainability - a Purpose that Attracts Talent
and FDI | LinkedIn
In conclusion, the four components of Finland’s FDI vision are strongly related and focus on a
sustainable high-tech Finland. The relationship between the components is illustrated in figure 12
below.
Figure 12: Finland FDI vision and relationship between all components
Industry 4.0 (forces and drivers) as a trend
from which a strategy is formulated

New industries and activities

Transformation: HQs as CoEs
SDGs as UN goals for the long term but
do not drive growth or productivity (yet)

Ecosystems and digital economy
as supporting infrastructure
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What should Finland’s FDI story and vision be?
•

Finland in 2030 as the most attractive and competent environment for experimentation and
innovation

•

Finland as playing a leading role in attracting industries and activities in the second and third
wave of IR 4.0, and moving beyond digitalization

•

Finland as a hub and springboard for Asian MNCs (HQs) exploring the European, Baltic and
Russian markets

•

Finland attracting more HQ activities and aiming to combine these HQ coordinative activities
with R&D activities, creating Centers of Excellence rather than Centers of Coordination/Control.
As such, Finland can be a breeding ground for new product and service development

•

Finland’s setting as a key location for attracting sustainable FDI – renewables (short-term strategy)
and FDI that supports Finland in reaching the SDG goals in 2035 (long-term strategy)

•

Finland as a (sustainable) hub for innovation, entrepreneurship and sustainability, and the most
preferred location for your future Industry 4.0 Center of Excellence

•

New Forms of Investments (NFIs), Industry 4.0, FDI, entrepreneurship, experimentation, innovation,
R&D, startups, funding, ecosystem
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CHAPTER 4 – THE ROADMAP
TO ACHIEVING THE FDI VISION
In this chapter, a roadmap will be outlined on how to implement the FDI vision in Finland by 2030.
The success of any FDI project largely depends upon its eventual long-term operational costs in a
host country. During the initial workshop with corporate executives of leading Finnish and foreign
MNCs, a number of challenges they face in investing and operating in Finland were highlighted. These
challenges are integrated in the roadmap in figure 13 below.

Figure 13: Finland’s possible roadmap to achieve the FDI vision by 2030

The eight individual components of the roadmap are discussed below.
4.1 FDI requires and is an (open) mindset
Given the growth of more populist movements across many EU countries and beyond – with their
associated limited appetite for ‘foreignness’ – traditional support for FDI and globalization is eroding.
This erosion within politics and society may result in a perceived unwelcoming environment, position
and attitude towards foreign companies and their professionals, as well as towards any foreign
talent. The unwelcoming environment may be reflected in Finland in the over emphasis on Finnish
language skills for jobs and positions where the Finnish language is not necessary for the fulfilment
of the job. What is needed instead is greater appreciation, recognition and understanding of foreign
qualifications. Job fulfilment for the spouses of expats is also hindered by a shortage of schools
catering to non-Finnish speakers. Finally, bringing your family to Finland is increasingly difficult, due
to bureaucratic procedures and the associated costs of moving.
These developments may be challenging for Finland in attracting and retaining more and new FDI,
and the much-needed foreign talent. Specifically, international or regional HQs of MNCs or HQ
activities, as discussed in the previous chapter, depend very much on a more open and welcoming
business environment that translates into spouses being able to work, bringing families into the
country, and the availability of a large pool of international schools for expat children. Sweden and
the Netherlands, for instance, have been able to successfully attract these (R)HQs due to their more
open and welcoming environment.
If Finland wants to attract more FDI across many industries and activities, it will have to take concrete
actions to convey a welcoming message – a red-carpet approach – and understand the impact FDI
can have on a society. Examples of possible approaches are:
•

FDI tours for government officials to better understand the role FDI projects play in the broader
Finnish economy

•

As shown in the previous chapter, English language skills are well developed among Finns.
However, this is not always the case in the public sector, as argued by many executives from
foreign subsidiaries in Finland. This may require some improvement over time, as many executives
and foreign staff of MNCs present in Finland need the services of the public sector

•

Facilitate work for spouses and other highly-skilled foreign workers
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•

Better understanding that creating a competitive business environment for foreign investors as
well as domestic investors are ‘two sides of the same coin’

•

There is ample evidence of the benefits of inward FDI and globalization to Finland, as highlighted
in chapter 1. This is not in contrast with maintaining a unique Finnish way of life, as these forces
do not erode the traditional Finnish culture. On the contrary, this is exactly why staff of foreign
affiliates appreciate Finland

•

Explore how traditional Finnish values can be implemented and embedded in a sustainable FDI
policy environment. For instance, the emphasis on equality and inclusiveness is already a given in
Finnish society, but they are also two of the key goals of the SDGs. Hence, they are on the same
level and footing and are not mutually exclusive and do not rule each other out. For example,
many of the new staff and millennials are attracted to companies (and countries) that clearly
showcase or display that they have an overall purpose that goes beyond making profits as a
company. Embedding equality and inclusiveness as clear differentiators of the Finnish culture
in their corporate strategy (beyond the mere focus on profit and shareholder value alone) may
further attract talent and appeal to a young upcoming generation who feel that a company (and
country) with ‘purpose’ fits much better with their overall view and way of life

4.2 Talent development, attraction and retainment
As already briefly discussed in the previous section on an open mindset, the need and search for
talent is a global driver for many FDI projects14 as well as the primary goal of many governments’
economic development objectives. However, talent is a complex issue, as it is also highly mobile and
– given the digitalization of the global economy – talent can work remotely from any location and
work for anyone (see, for instance, the rise of ‘digital nomads’). Talent is probably the least locationbound asset of an economy, yet is plays an important role in attracting and retaining FDI. Attracting
talent and keeping talent within Finland is also a priority to grow the economy in future digital growth
sectors and high-tech industries.
This link between access to a talent pool and investments should be a main policy driver for the
Finnish government.
For Finland, nurturing, attracting and retaining talent is essential for reaching its FDI vision 2030,
as the foundation of the vision is based on talent. Technology, knowledge and skills are also often
mentioned as the main attractive drivers of FDI into Finland. The table below shows how Finland
ranks in terms of the development and attraction of talent.
Table 5: World talent ranking and competitiveness, 2016-2020
2016

2017

2018

2019

2020

Finland

6

5

7

8

12

Sweden

4

9

8

3

5

Norway

7

7

3

6

7

Denmark

2

2

2

2

2

Switzerland

1

1

1

1

1

Estonia

26

28

29

27

19

Lithuania

24

33

36

28

27

Latvia

30

35

35

34

33

Netherlands

8

6

5

9

10

Germany

10

8

10

11

11

Austria

5

4

4

4

6

Source: IMD World Competitiveness Report, various years.
Table 5 captures the capacity of an economy to attract and develop talent to strengthen its
14
For empirical evidence please see: https://investmentmonitor.ai/business-activities/education-and-training/fdi-drivers-andthe-quest-for-talent and https://link.springer.com/article/10.1057/s42214-020-00052-y

In order to quantify the quality of an economy’s talent pool, three factors are evaluated. The Investment and Development
factor measures how an economy fosters domestic talent; the Appeal factor assesses the extent to which an economy retains
homegrown talent along with drawing from the international talent pool; and finally, the Readiness factor measures the quality
of the skills and competences that are available in the country.
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competitiveness15. Finland’s position has declined and the country has fallen behind the other Nordics
as the table shows. In addition, the recent Finland as a Business Location Barometer report also
highlighted the long-term risk, with many companies and leaders worried about the availability of
talent in the future. Are the skillsets the right ones, and will they be available in the future? Will
the schools and universities in Finland actually teach the right skills for the future? The Barometer
highlighted that: “The top factors attracting the movement of operations to Finland were the
availability of a skilled workforce and good cooperation between business and research organizations.
The availability of a skilled workforce was also the one of the main reasons to choose another country
over Finland.”
Amcham also provides four recommendations for talent development and attraction:
1.

Focus on reskilling and upskilling for the future

A public-private effort to reskilling and upskilling the workforce, including widening the learning
pathways to work and the availability of apprenticeship options. Special focus should be given to reskilling opportunities towards niche technology areas that face difficulty in recruiting.
2. Make it much easier and quicker to recruit foreign experts to Finland
As the skills gap widens in Finland, international talent availability will be necessary for Finland’s
future success. Foreign talent enriches the Finnish labor market through knowledge transfer, and it
potentially enlarges the country’s tax base. It is important that policies and a comprehensive national
strategy are ready to accept these talents easily and quickly. Specific areas for improvement are
talent retention and attraction, smoother and faster work permit procedures, and access to Englishspeaking primary and secondary education.
3. Highly-skilled talent immigration
Hiring foreign talent fortifies our local talent pool. Civil servants must understand these issues, and we
need improved criteria for processing applications. We recommend diversity training and briefings
on immigrant talent in Finland. In addition, the needs assessment should be urgently removed to
allow companies in Finland to recruit specialized expertise from outside of the EU/EEA.
4. Enabling local agreements
Enabling local agreements is crucial for attracting foreign talent and stopping the ‘brain drain’ of
highly-skilled and critical workers leaving Finland. Companies and the national economy would
benefit greatly from an increase in salary flexibility, as well as an increase in contractual flexibility
regarding working hours and layoff policies.
4.3 Quality of life and expats
For developing and attracting talent, a high quality of life and an expat ecosystem are important. The
table below shows the most recent data on various aspects of the quality of life and expat friendliness
for countries.
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Based on the above table, a number of observations can be made:
•

Overall, the Nordic countries are not best positioned versus some of their peers in Europe. Austria,
Switzerland and Estonia have stronger positions when it comes to the overall ranking

•

Finland has the highest quality of life based on the survey. Austria is ranked second globally

•

The high quality of life of Finland versus the other Nordic countries is largely due to safety &
security, digital life, and the quality of the environment

•

In terms of ease of settling in, all the Nordic countries, as well as the other countries (except
Estonia and the Netherlands), are ranked more or less equally poorly. This is clearly an issue that
expats find difficult across all Nordic countries

•

Norway and Denmark are regarded as better countries for all working abroad indices, whereas
Finland and Norway rank lowest in terms career prospects and satisfaction, and Finland and
Sweden are more or less equally ranked on all three sub-indices

•

In terms of personal finance and the cost of living, the Nordic countries are ranked more or less
equal (all a low ranking) with Denmark being an exception

In terms of quality of life, Finland is well positioned (as highlighted in many other reports and
indicators). But a closer look at a general expat ecosystem reveals that improvements can be made in
the field of ease of settling in for expats and foreign talent in general, the cost base, and opportunities
for the spouses of expats to find work.
4.4 A start up and innovation eco system
As discussed in the previous chapter, Finland has the individual components of an innovation and
startup ecosystem, but the country lacks a coherent team-driven strategy and effort to coordinate this
at a national level. In addition, the entrepreneurial mindset is not as well developed as in some other
countries, largely due to a lack of good policy infrastructure and government education policies that
tend to neglect the beneficial role of entrepreneurship for the overall economic growth of a country.
In addition, access to finance for startups and next-stage companies is underdeveloped in Finland.
In many cases there are startup initiatives and programs, but not full incubator centers that focus on
startups, funding, bootcamps, etc. A few examples of sector-focused incubator centers are provided
below and may serve as a reference for Finland.
“Dubai SME”, the agency of Dubai mandated to develop the small and medium enterprise (SME)
sector, has announced the launch of a new business incubator in Dubai Healthcare City: ‘Ztartup’. The
new incubator center is dedicated to healthcare technology, including digital media and augmented
& virtual reality used in healthcare; and digital emergency and safety technology (source: Dubai
SME unveils ‘Ztartup’ incubator specialized in digital health technologies - News | Khaleej Times
(ampproject.org)). Examples of sector-based ecosystem initiatives include Denmark’s Odense region
positioning itself as a robotics hub, Singapore as a digital hub, and Amsterdam with its AI technology
program. The latter is an AI Technology for People initiative and is a unique collaboration between
Amsterdam’s universities, research centers and the municipality to share knowledge and skills in the
field of AI. The idea is for the technology to be designed and deployed in an ethical, responsible way
that improves people’s lives.
Finally, if Finland wants to clearly further develop its role as a global innovation ecosystem focused
on industry 4.0 sectors and activities, it may want to develop a national coherent innovation startup
ecosystem and strategy based on the following 10 key ingredients (as highlighted in the previous
chapter):
1.

Major university and other educational institutions

2. Industry clusters
3. Major business anchors or first movers
4. Pure research institutions
5. Entrepreneurial resources
6. Transportation access
7.

Access to capital

8. Quality of life
9. Collaboration across all levels
10. Risk takers and leadership
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The role of talent, cooperation with universities, startup ecosystems or innovation ecosystems often
play a critical role for potential new investors and should be well highlighted and communicated to
potential (new) foreign investors.
4.5 Labor costs and flexible labor market policies
As mentioned above and emphasized in the Finland as a Business Location Barometer report, Finland
does have an excellent business environment. It is transparent, predictable and the quality of life
is high. But there are always items that can be improved, such as taxation (corporate as well as
personal), labor market costs, and flexibility.
This is similar to many other countries in the EU. In fact, companies mention more or less the same
strengths and weaknesses in countries like Denmark, the Netherlands, Germany and the Nordics. This
also characterizes the increased competition among these countries for the same FDI projects. Most
of these similar countries in the EU make it to the shortlist of potential new investment or expansion
locations, and it is the subtle differences in the overall business environment that make investors
choose one country over the other. This is especially clear for the overall labor costs – a combination
of salaries, productivity, flexibility of labor market policies and the skills and experience of the talent
pool available.
These overall labor costs, taxation versus a highly skilled and educated labor force, and infrastructure
(digital) are in fact two sides of the same coin for companies. Investors may not expect a welleducated labor force without a supportive tax regime and a solid and predictable labor market policy
and education system. In addition, the good education system, infrastructure and quality of life at
least show that taxpayers’ money is spent wisely. In contrast, low labor costs can always be replicated
relatively easily across countries (see relocation from China to other Asian countries). But this is not
the case for education systems, a highly skilled labor force, and hard and soft infrastructure – none of
which can be easily replicated. They take much more time for a country to develop.
Finland’s salaries for highly-skilled workers (e.g. programmers) are very competitive compared
to other Nordic countries, while people working within R&D are not as expensive in Finland as in
Germany. However, labor market flexibility is also important over time when FDI projects mature
in a country. Labor costs are often considered and explored in the initial due diligence of an FDI
project, but the experience with labor market policies only comes as the foreign affiliate grows its
activities and adjacent labor force. Hence, labor market flexibility is often an obstacle in the growth
and re-investments of foreign affiliates in Finland. Many foreign investors have emphasized that labormarket inflexibility (strikes, firing legislation and processes, as well as working hours and collective
bargaining) is the most important item to fix and bring in line with international and regional practices.
For instance, over the last 30 years, the Netherlands has developed more flexible labor market
policies. The country has shifted its policy focus towards employability to guarantee and maintain an
employee’s competitive position on the labor market, to absorb the changes of the overall economy,
and to shift towards a more service-oriented economy.
Finland is already making progress in this field, but lags behind some of the other Nordic countries,
in particular Sweden (as was shown in the analysis of Finland’s overall competitiveness in chapter 2).
Positive changes are taking place16 in, for instance, the terms of collective bargaining. However, it is
important to address other items of a more flexible labor market, especially in relation to enhancing
people’s employability in order to make them less vulnerable to a changing economy driven by
technology. It is also important to explore best practices in other (Nordic) countries.
4.6 Taxes and Incentives
Finland has a competitive Corporate Income Tax (CIT) regime: Its 20% CIT is lower than that of Denmark,
Sweden and Norway. Only Lithuania has a lower CIT than Finland (15%).
CIT has always been a bigger issue for Finnish international companies than the foreign affiliates of
MNCs from abroad. However, high personal income tax rates seem to be a major obstacle for attracting
international experts and expats to Finland. In this case, many of the 11 companies that participated in
the FDI vision workshops mentioned the taxable amount, expat taxes, stock options and dividend tax,
etc. Finland applies higher marginal tax rates to above-average earners than Norway and the Baltics
16
See, for instance, the change towards more decentralized bargaining versus collective bargaining in the technology
industry: https://www.etla.fi/en/publications/neuvottelujarjestelmat-tutkimustuloksia-ja-maiden-valisia-vertailuja, Technology
Industries of Finland’s activities to be divided between two associations – aiming to increase workplace bargaining | Technology
Industries (teknologiateollisuus.fi) and Technology industry partially exits collective bargaining | Yle Uutiset | yle.fi
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do, but these rates are higher in Denmark and Sweden. Finland has a special tax scheme for foreign key
employees, which is for five years, while in Denmark it is seven years. However, it is often not only the
high taxes that prevent people from moving to Finland, especially when it involves the regional HQs of
companies.
Incentives are closely related to the tax issue identified above. There are many forms of incentives:
statutory versus discretionary, fiscal versus non-fiscal incentives, financial versus non-financial
incentives (i.e. government support in the form of investment facilitation). Incentives are an issue
not specifically highlighted in conversations with executives of foreign affiliates, neither during the
initial investment and location decision-making process, nor later when the FDI project is already
operational.
The recent developments for incentives in relation to R&D activities allows companies in Finland (both
domestic and foreign) to claim a tax-based incentive for the cost of joint research and development
projects, and issue tax-free shares to employees to foster employee engagement. These amendments
entitle companies – regardless of their country-of-origin – to be eligible for a tax deduction of 150%
for the costs of research and development projects conducted in collaboration with universities and
research institutes in 2021-2025. Companies can thus effectively claim a 50% deduction in addition
to the usual 100% deduction for such costs. The R&D incentive is very competitive compared to
the other Nordic countries; the application process is straightforward, it applies to a wide range of
business on equal terms, and the 50% additional deduction is significant even on a global scale.
Despite the favorable new R&D incentive program, it remains important to better understand what
companies are looking for when contemplating R&D investments or expanding their R&D activities
in Finland. Incentives are never the key driver behind investment, expansion or retention of activities
in a country.
There are multiple reasons why governments provide incentives for domestic or foreign investment.
Below are some of the main reasons:
•

To overcome a competitive weakness such as high costs of doing business or overall weak business
climate (so-called site equalization outlays)

•

To promote investment in relatively underdeveloped, deprived and poorer areas

•

To attract specific activities in particular industries in which the country wants to grow

•

To correct for market failures in the provision of capital and the risk-taking of companies

•

To change the image of a location to make it pro-business

More recently, incentives in combination with Special Economic Zones (SEZs) are often applied to
support governments to diversify their economies (e.g. in the Gulf Cooperation Council – GCC countries)
or to enhance the competitiveness of countries. The recent steps of the Finnish government to launch
the R&D incentive show its dedication to R&D driven activities, but there may be more innovative
incentive programs to develop in the future tailored to the economic development strategy of the
country, as well as related to specific key priority sectors of the country (life sciences, hydrogen etc.).
In addition, governments have started to distinguish between locational incentives (i.e. to steer or
attract investment into favored sectors or regions) and behavioral incentives (i.e. to influence the
character, nature and quality of such investments. The difference between locational incentives
and behavioral incentives thus reflects a difference in policy objectives. Locational incentives are
purely aimed at attracting investors into the host country, while behavioral incentives are meant to
entice investors to engage in certain sectors or business activities that result in higher benefits or
increased levels of economic developments for a country. For instance: productivity gains, economic
diversification and skills development, and recently to attract sustainable FDI or FDI projects that
contribute to countries reaching the 17 SDGS in 2030.
In terms of locational incentives, Finland needs to better understand where it stands versus competing
locations (Nordics, Germany and the Netherlands, for instance) for specific investment activities as
well as the specific role these incentives play in specific industries (e.g. renewables and R&D) when
making final investment location decisions. It is also relevant to ask the following questions: has the
Covid-19 pandemic changed the role of incentives, should incentive be provided to secure and retain
current investments in Finland? (see for example the UK’s ‘super deduction’ incentive.)
Finally, the Finnish government should explore how incentives can play a critical role in reaching
the SDGs, influencing the sustainability of MNC operations in Finland, making R&D investments,
influencing talent development and attraction, and promoting startup driven incentives and finance
programs.
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4.7 Bureaucracy, red tape and regulation
For many investors today, transparency, predictability and the stability of government and investment
policies in general are very critical issues. Many policies are unnecessarily complex and require a lot
of time and resources to follow. This is a global phenomenon and many organizations like the WTO,
World Bank etc.17 call for better streamlining and simplification of investment and incentive policies.
Many investors have highlighted that obtaining permits – in particular for environmental and
construction initiatives – takes a long time in Finland. The EK survey of 2018 stated that EUR 2.7
billion of investments were at a standstill due to pending permit processes, procurement processes,
or administrative burdens. The process for giving permits may be shortened and made simpler and
more transparent. For this purpose, many countries have developed One Stop Shops (OSS) for
foreign investors to circumvent lengthy administrative procedures for FDI projects. The results have
been mixed, as often the regulatory red tape remains in place despite having a (digital) OSS. An OSS
can only be effective if the regulatory steps involved in an FDI project are addressed properly, limited
and made transparent.
A starting point would be the WTO discussions on a framework for facilitating investment for
development and the associated toolkit recommended to make the steps, procedures, time involved
and institutions involved more transparent to investors, so they have a better understanding of what
it takes to ‘land’ a FDI project. (Source)
In addition, the government can assign a Single Point of Contact (SPOC) for each foreign investor so
the FDI project has a human face responsible for the project.
Finally, during the workshops, it was mentioned that Finland also needs to follow through when
implementing EU law or national law to minimize red tape, and that Finland needs to actively work
for the free flow of data and against data localization demands. The government may need to better
address the desires of MNCs to be able to freely move data. If there are concerns around this, it may
have an impact on the future growth of FDI.
4.8 Public private dialogue and cooperation for investment
What do MNCs and domestic companies expect in detail from the Finish government?
Many existing investors appreciate a supportive government during the entire FDI lifecycle – not
only in the initial stages of investment. Finland should further strengthen its aftercare and retention
activities, and should develop an aftercare strategy in close coordination with the Regional
Development Agencies (RDAs). A good example of a global best practice is the establishment of an
Investor Ombudsman in South Korea.
In today’s global economy, it is also critical that governments understand the importance of enhancing
public-private cooperation in order to guarantee future competitiveness and successful investment
attraction and retention. This implies a government that understands and appreciates foreign
investors and the culture and benefits of FDI that foreign investors bring to the country, as that is
reachable when investors are exploring a dialogue in relation to specific new or existing policies (i.e.
policy advocacy).
It’s also a government that thinks in terms of partnerships for creating and expanding the benefits of
FDI, and does not treat an FDI project as a one-off encounter with investors. Rather, an FDI project
should be treated as an integral part of Finland’s future economic development strategy that brings
increased welfare and benefit to the citizens of Finland. Many foreign investors have the impression
that even though government officials have been relatively easy to access in Finland, there seems to be
a lot of distance between business and government. Company executives (international companies)
feel strongly that they are not consulted often enough on regulatory changes, for example, and
neither are they invited to ministerial working groups, etc.
Building a coalition of partners and increasing the dialogue between the private and public sector
(of which foreign subsidiaries of MNCs are part) is thus essential in Finland. Perhaps this can best
be realized through a Foreign Investors Council that operates very transparently and effectively, and
brings together the private sector, government and other stakeholders.

See the current discussions about better Investment Facilitation Measures for Development within the International Trade
Center (ITC), World Economic Forum (WEF) and German Development Institute (DIE) which should eventually lead to a
framework within the World Trade Organization (WTO)

17
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The existing Foreign Investors Council (FIC) that has been operational in Finland for quite some
years now bridges the gap and strengthens the relationships between government and the private
sector in Finland18. The FIC may also enhance the dialogue and help the government to gather
feedback from the international business community and enable the government to communicate
government-led initiatives, policy and regulatory changes back to the companies. It may serve as an
exchange platform for sharing views, ideas, and better understanding the needs and requirements of
foreign investors, and the needs of the Finnish government. It works to the benefit of both. The FIC
may organize regular meetings, provide feedback, regular communication and updates, as well as
perhaps an annual report reflecting upon some of its achievements in reaching its FDI vision. In fact,
the successful business of FDI is a team effort, not only within governments and companies, but also
between the government and the company undertaking FDI.
The public-private dialogue should depart from the assumption that there is no difference in interests
between the government goals and objectives versus the private sector objectives. These objectives
are increasingly intertwined. Given the Covid-19 pandemic, the changes in the global economy and
the growth of industry 4.0 and sustainability give rise to a new paradigm that is emerging in the
global economy and society – a new social economic compact in which competition and rivalry are
replaced by collaboration and partnerships. In fact, the view of the government versus the private
sector (domestic and foreign) is increasingly become outdated and perhaps even becoming obsolete.
These developments will eventually give a different meaning as to what a competitive economy really
is. This work has only started to emerge in many countries and the contours of such a new paradigm
and what it means for FDI are not fully clear yet.

18
Another good example is the FIC from Latvia. The Foreign Investors’ Council of Latvia (FICIL) is a non-governmental
organization that brings together the largest companies from various countries and sectors that have made significant
investments in Latvia, as well as some key institutions and stakeholders.
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CHAPTER 5 – CONCLUSIONS
This general FDI vision serves as a starting point for dialogue between the government and the
private sector undertaking FDI or working with the foreign subsidiaries of MNCs in Finland. The FDI
vision should strengthen and complement the overall brand of Finland and lead to more and better
FDI for Finland as a whole. In the previous chapters, the components of this brand and some of the
initial key messaging were presented.
Most countries have a brand and brand recognition or value (see Nation Brand). Finland and its
economy are well recognized for high quality of life, and tech and life sciences. But what is Finland’s
FDI brand as a country? What does it stand for and what should it be in the future? The new FDI vision
and brand should be developed simultaneously with the overall brand and strategy for Finland19 and
can be at a national level or at a city level (see Lahti, the ‘European Green Capital’ as an example.).
Some buzz words or taglines that can be used to develop the (FDI) brand are entrepreneurship,
startups, innovation, high-tech, health- and life-sciences hub, sustainability and sustainable FDI,
‘green’ FDI, digital FDI, and talent hub for science-driven activities. The brand should be supported by
many stakeholders, including Invest Finland, and can be carried out through all international activities
supporting more exposure and visibility for Finland’s FDI strength20.
Moving forward, and focusing on the implementation of the FDI vision, different Key Performance
Indicators (KPIs) should be developed to keep track of the progress of implementing the FDI vision.
The KPIs can be in relation to the traditional KPIs for FDI – such as number of jobs created (new or
safeguarded jobs), or amount of capital invested, exports and GDP growth – but also more related to
the specific goals and objectives of the new FDI vision. Examples are:
•

Which industry 4.0 activities has Finland been able to attract?

•

Is Finland attracting more HQ-related FDI activities?

•

Are centers of excellence being created in Finland?

•

Is Finland attracting more New Forms of Investment (NFIs)? In which industries?

•

What is the impact of FDI and how does FDI contribute to achieving the SDGs?

•

Is Finland becoming an increasingly more appealing place for talent? Is Finland better ranked on
the Expat Insider survey?

•

Is there more student space at the Finnish international school(s), and are the costs and quality
still in line with international standards and practices?

•

Has there been progress in the private-public sector dialogue and is the Foreign Investor Council
strengthening its position and implementing new activities?

•

Are there new forms of R&D and startup related incentives?

•

Is there a thriving innovation and startup ecosystem?

•

Are there more funding vehicles for startups?

This FDI vision hopes to function as a starting point for many of the items discussed in previous
pages.

19
Hereby we acknowledge the existence of the Finland Promotion Board with whom the FDI vision will eventually be
communicated: (https://valtioneuvosto.fi/en/project?tunnus=VNK008:00/2016 and members https://valtioneuvosto.fi/en/-/
maakuvatyota-linjaava-finland-promotion-board-asetettu-uudelle-toimikaudelle)

Good examples of the approach to develop a brand can be found in Denmark and Norway. Denmark has been the pioneer
in this matter. Casper Klynge was appointed as the country’s tech ambassador, and the first tech ambassador in the world,
forming a new branch of diplomacy between tech and governments. Other Scandinavian countries also have a similar growth
pattern in realizing the importance of tech and digital diplomacy. Norway provides a very nice example of how digital diplomacy
is exercised through its tech ambassadors in Silicon Valley.

20
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LIST OF ABBREVIATIONS
Abbreviation

Definition

CRM

Customer Relationship Management

EU

European Union

FDI

Foreign Direct Investment

GDP

Gross Domestic Product

IMD

International Institute for Management Development

IMF

International Monetary Fund

IPA

Investment Promotion Agency

KPI

Key Performance Indicator

M&E

Monitoring & Evaluation

MNC

Multinational Corporation

NDP

National Development Plan

OECD

Organisation for Economic Co-operation and Development

SDG

Sustainable Development Goal

UN

United Nations

UNCTAD

United Nations Conference on Trade and Development

US

United States

WEF

World Economic Forum
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ANNEX I: PARTICIPANTS OF
EXPERT WORKSHOPS
Miriam Holstein

CEO, Bayer Nordic Region

Bayer
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Country Director, Nordic Countries
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Managing Partner
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Manager

Google

Susanna Mäkelä

Sr Director Government Affairs, Finland &
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Microsoft

Stefan Sundman
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UPM

Kathleen Naglee
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International School
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Managing Director of MPS Executive
Search Ltd and the Director of International
Operations

MPS

Jan Ollila

Senior Partner, Head of M&A & Private Equity Dittmar & Indrenius
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ANNEX II: LIST OF COUNTRY
COMPETITIVE INDICATORS
•

GLOBAL COMPETITIVENESS REPORT

•

GLOBAL INNOVATION INDEX

•

DOING BUSINESS

•

EF ENGLISH PROFICIENCY INDEX

•

INDEX OF ECONOMIC FREEDOM

•

BROADBAND PRICING LEAGUE

•

WORLD COMPETITIVENESS INDEX

•

TOTAL WORKFORCE INDEX

•

WORLD INVESTMENT REPORT

•

GLOBAL TALENT COMPETITIVENESS INDEX

•

CORRUPTION PERCEPTIONS INDEX

•

ICT DEVELOPMENT INDEX

•

OPEN DATA

•

GOOD COUNTRY INDEX

•

RISK MAPS

•

BEST COUNTRIES FOR DOING BUSINESS

•

GLOBAL INFORMATION TECHNOLOGY
REPORT

•

GLOBAL TRAFFIC SCORECARD

•

WORLDWIDE GOVERNANCE INDICATORS

•

GLOBAL HUMAN CAPITAL REPORT

•

GLOBAL ENABLING TRADE INDEX

•

LOGISTICS PERFORMANCE INDEX

•

GLOBAL ENERGY ARCHITECTURE
PERFORMANCE INDEX

•

GLOBAL300 CITIES INDEX (JLL)

•

GLOBAL INNOVATION INDEX

•

EF ENGLISH PROFICIENCY INDEX

•

BROADBAND PRICING LEAGUE

•

TOTAL WORKFORCE INDEX

•

GLOBAL TALENT COMPETITIVENESS INDEX

•

ICT DEVELOPMENT INDEX

•

GOOD COUNTRY INDEX

•

BEST COUNTRIES FOR DOING BUSINESS

•

GLOBAL TRAFFIC SCORECARD

•

WORLDWIDE GOVERNANCE INDICATORS

•

GLOBAL ENABLING TRADE INDEX

•

GLOBAL COMPETITIVENESS REPORT

•

DOING BUSINESS

•

INDEX OF ECONOMIC FREEDOM

•

WORLD COMPETITIVENESS INDEX

•

WORLD INVESTMENT REPORT

•

CORRUPTION PERCEPTIONS INDEX

•

OPEN DATA

•

RISK MAPS

•

GLOBAL INFORMATION TECHNOLOGY
REPORT

•

GLOBAL HUMAN CAPITAL REPORT

•

LOGISTICS PERFORMANCE INDEX

•

GLOBAL ENERGY ARCHITECTURE
PERFORMANCE INDEX

•

GLOBAL300 CITIES INDEX (JLL)
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ANNEX III: DESCRIPTION OF COUNTRY
COMPETITIVE INDICATORS USED FOR THIS REPORT
•

The World Economic Forum (WEF) publishes its annual Global Competitiveness Report based
on data and a survey among executives of leading global MNCs. The report also ranks countries
based on their overall competitiveness. The 2020 ranking of countries has not been published, but
the “The Global Competitiveness Index 4.0 2019 Rankings” are available in the 2019 report. The
index measures the national competitiveness of 141 economies, looking at institutions, policies
and other factors that determine relative level of productivity.

•

The IMD World Competitiveness Center publishes four rankings annually:
•

World Competitiveness Ranking of countries: This index ranks 63 economies on their overall
performance and competitiveness along four pillars – economic performance, government
efficiency, business efficiency, and infrastructure

•

Digital Competitiveness Ranking of countries: The IMD World Digital Competitiveness
Ranking presents the 2020 overall rankings for the 63 economies covered by the World
Competitiveness Yearbook (WCY). The rankings are calculated on the basis of 52 ranked
criteria. The countries are ranked from the most to the least digital competitive. The rankings
rely on three factors: Knowledge, which captures the intangible infrastructure necessary
for the learning and discovery dimensions of technology; Technology, which quantifies
the landscape of developing digital technologies; and Future Readiness, which examines
the level of preparedness of an economy to assume its digital transformation. In the 2020
rankings a new variable was introduced which relates to “Entrepreneurial fear of failure” as
an additional criterion in the Business Agility sub-factor. The source of this variable is the
Global Entrepreneurship Monitor (GEM)

•

World Talent Ranking of countries: This ranking captures the capacity of an economy to
attract and develop talent to strengthen its competitiveness. In order to quantify the quality
of an economy’s talent pool, we evaluate three factors. The Investment and Development
factor measures how an economy fosters domestic talent; the Appeal factor assesses
the extent to which an economy retains homegrown talent along with drawing from the
international talent pool; and the Readiness factor measures the quality of the skills and
competences that are available in the country

•

Smart City Index: This index ranks cities based on economic and technological data, as
well as by their citizens’ perceptions of how “smart” their cities are. Hundreds of citizens
from 109 cities were surveyed in April and May 2020, and were asked questions on the
technological provisions of their city across five key areas: health and safety, mobility,
activities, opportunities and governance.

•

Based on the Doing Business Index (DBI) of the World Bank, ranking countries on their ease
of doing business presents quantitative indicators on business regulations and the protection
of property rights that can be compared across 190 economies – from Afghanistan to
Zimbabwe. It covers 12 areas of business regulation. Ten of these areas – starting a business,
dealing with construction permits, getting electricity, registering property, getting credit,
protecting minority investors, paying taxes, trading across borders, enforcing contracts, and
resolving insolvency – are included in the ease of doing business score and ease of doing
business ranking. The index also measures regulation on employing workers and contracting
with the government, which are not included in the ease of doing business score and ranking

•

On the AT Kearney FDI Confidence Index. The 2019 FDI Confidence Index is constructed
using primary data from a proprietary survey of 500 senior executives from the world’s
leading corporations. The survey was conducted in January 2019. Respondents include C-level
executives and regional and business leads. All participating companies have annual revenues
of USD 500 million or more. The companies are headquartered in 30 countries and span all
sectors. The selection of these countries was based on UNCTAD data, with the 30 countries
represented in the Index originating more than 90 percent of the global flow of FDI in recent
years. Service-sector firms account for approximately 44 percent of respondents, industrial firms
for 33 percent, and IT firms for 18 percent. The Index is calculated as a weighted average of the
number of high, medium, and low responses to questions on the likelihood of making a direct
investment in a market over the next three years. Index values are based on responses only
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from companies headquartered in foreign markets. For example, the index value for the United
States was calculated without responses from US-headquartered investors. Higher index values
indicate more attractive investment targets. FDI flow figures presented in this report are the
latest statistics available from UNCTAD, and all 2018 figures are estimates. The data on specific
FDI deal values is from Dealogic unless otherwise noted. All economic growth figures presented
in the report are the latest estimates and forecasts available from the International Monetary
Fund unless otherwise noted. Other secondary sources include investment promotion agencies,
central banks, ministries of finance and trade, relevant news media, and other major data sources.
GLOBAL ENTREPRENEURSHIP INDEX
The GEDI Institute has gathered and provided entrepreneurship and business statistics on a country’s
entrepreneurial ecosystem through the Global Entrepreneurship Index (GEI). It is an annual index that
measures the health of entrepreneurship ecosystems in 137 countries. It then ranks the performance of
these against each other. This provides a picture of how each country performs in both the domestic
and international context.
The GEDI methodology collects data on the entrepreneurial attitudes, abilities, and aspirations of the
local population and then weights these against the prevailing social and economic infrastructure.
This includes aspects such as broadband connectivity and transport links to external markets. This
process creates 14 pillars that GEDI uses to measure the health of the regional ecosystem, including:
•

Attitudes sub-index: opportunity perception; startup skills; risk acceptance; networking; cultural
support.

•

Abilities sub-index: opportunity startup; technology absorption; human capital; competition.

•

Aspiration sub-index: product innovation; process innovation; high growth; internationalization;
risk capital.

SDG INDEX
The Sustainable Development Report 2021 (SDR2021) provides a comprehensive assessment of how
close countries are to achieving the SDG targets based on the most up-to-date data available for
all 193 UN Member States. This year’s report includes 91 global indicators as well as 30 additional
indicators for OECD countries, covering the 17 sustainable development goal.
GLOBAL INFORMATION TECHNOLOGY REPORT
The Global Information Technology Report features the latest iteration of the Networked Readiness
Index, which assesses the factors, policies and institutions that enable a country to fully leverage
information and communication technologies (ICTs) for increased competitiveness and well-being.
It has ten pillars: political and regulatory environment; business and innovation environment;
infrastructure; affordability; skills; individual usage; business usage; government usage; economic
impacts; and social impacts.
GLOBAL INNOVATION INDEX
The Global Innovation Index (GII) is an evolving project that builds on its previous editions while
incorporating newly available data and that is inspired by the latest research on the measurement
of innovation. This year the GII model includes 131 countries/economies. The GII relies on two subindices – the Innovation Input Sub-Index and the Innovation Output Sub-Index – each built around
pillars. Three measures are calculated:
•

Innovation Input Sub-Index: Five input pillars capture elements of the national economy that
enable innovative activities

•

Innovation Output Sub-Index: Innovation outputs are the result of innovative activities within the
economy

•

The overall GII score is the average of the Input and Output Sub-Indices
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Each pillar is divided into three sub-pillars, each of which is composed of individual indicators. There
are a total of 80 indicators this year.
EF ENGLISH PROFICIENCY INDEX
The 2020 edition of the EF EPI is based on test data from more than 2,200,000 test takers around the
world who took the EF Standard English Test (EF SET) or one of our English placement tests in 2019.
To calculate an EF EPI score, they used weighted components that include English tests and the
EF EPI from 2019. Inclusion of the previous year’s Index helps to stabilize scores year over year, but
test takers from the previous year are not counted in the total test taker count for the current year.
Regional averages are weighted by population.
Based on score thresholds, EF assigns countries, regions, and cities to proficiency bands. This allows
the recognition of clusters with similar English skill levels and comparisons within and between
regions.
•

The Very High Proficiency band corresponds to CEFR levels C1 and C2

•

The High and Moderate Proficiency bands correspond to CEFR level B2, with each EF EPI band
corresponding to half of the CEFR level

•

The Low Proficiency band corresponds to the upper half of CEFR level B1

•

The Very Low Proficiency band corresponds to the lower half of CEFR level B1 and A2

GLOBAL TALENT COMPETITIVENESS INDEX
The Global Talent Competitiveness Index (GTCI) is an innovative annual benchmarking study
encompassing 125 countries.
The GTCI introduces the dimension of talent/human capital and its connection to competitiveness.
The variables are grouped into talent enablers, attraction, growth, retention, and output in terms of
vocational and global knowledge skills.
ICT DEVELOPMENT INDEX
The ICT Development Index (IDI), which has been published annually since 2009, is a composite
index that combines 11 indicators into one benchmark measure. It is used to monitor and compare
developments in information and communication technology (ICT) between countries and over time.
The main objectives of the IDI are to measure:
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•

The level and evolution over time of ICT developments within countries and the experience of
those countries relative to others

•

Progress in ICT development in both developed and developing countries

•

The digital divide, i.e. differences between countries in terms of their levels of ICT development

•

The development potential of ICTs and the extent to which countries can make use of them to
enhance growth and development in the context of available capabilities and skills

Based on this conceptual framework, the IDI is divided into the following three sub-indices, and a
total of 11 indicators.
•

Access sub-index: This sub-index captures ICT readiness, and includes five infrastructure and
access indicators: fixed-telephone subscriptions, mobile-cellular telephone subscriptions,
international internet bandwidth per internet user, households with a computer, and households
with internet access

•

Use sub-index: This sub-index captures ICT intensity, and includes three intensity and usage
indicators: individuals using the internet, fixed broadband subscriptions, and mobile-broadband
subscriptions

•

Skills sub-index: This sub-index seeks to capture capabilities or skills that are important for ICTs.
It includes three proxy indicators: mean years of schooling, gross secondary enrolment, and gross
tertiary enrolment. As these are proxy indicators – rather than indicators directly measuring ICTrelated skills – the skills sub-index is given less weight in the computation of the IDI than the other
two sub-indices

ENVIRONMENTAL PERFORMANCE INDEX
Using 32 performance indicators across 11 issue categories, the EPI ranks 180 countries on environmental
health and ecosystem vitality.
Overall EPI rankings indicate which countries are best addressing the environmental challenges that
every nation faces. Going beyond the aggregate scores and drilling down into the data to analyze
performance by issue category, policy objective, peer group, and country offers even greater value
for policymakers.
In the 2020 EPI, 32 indicators are grouped within 11 issue categories:
•

Air Quality

•

Sanitation & Drinking Water

•

Heavy Metals

•

Waste Management

•

Biodiversity & Habitat

•

Ecosystem Services

•

Fisheries

•

Climate Change

•

Pollution Emissions

•

Agriculture

•

Water Resource
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ANNEX IV: DESCRIPTION OF
INDUSTRY 4.0 AND SDGS
We are in the middle of a digital revolution that is very likely being accelerated by the Covid-19
pandemic. The way that governments manage and navigate this transition will significantly determine
how competitive and prosperous their countries will be in the decades ahead. With the new
technologies of Industry 4.0 – which may disrupt growth across many industries – new opportunities
and a new future may be witnessed. The challenge for countries is to not miss the opportunities and
to develop policies that support growth. In the post-Covid-19 world, digital technologies will play a
major role, whether it is in video conferencing, redesigning supply chains, or finding more efficient
ways to organize processes in companies and governments.
As Deloitte explains, the digital economy is “the economic activity that results from billions of
everyday online connections among people, businesses, devices, data, and processes… The backbone
of the digital economy is hyperconnectivity, which means growing interconnectedness of people,
organizations, and machines that results from the internet, mobile technology and the internet of
things (IoT).”
Since the digital economy is fundamentally predicated upon data-enabled connectivity, it could not
exist without the internet. For this reason, other popularly used terms for the digital economy are the
‘internet economy’ and the ‘web economy’, though it is sometimes also alluded to as the ‘knowledge
economy’.
“The rapid rise of tech MNEs represents one of the most noteworthy trends in the world of global
mega-corporations in recent years. Tech MNEs have not only gained weight in the universe of the
largest global multinationals, but they also represent by far the most dynamic players” (Casella and
Formenti, 2018).
While the internet is the technological spine of this economy, its current rapid growth is being
fueled by dramatic advances in six digitally enabled frontier technologies which all run on internet
connectivity (UNCTAD, 2019; UNIDO, 2020):
1.

Cloud computing

2. Artificial intelligence and data analytics
3. Automation and robotics
4. Blockchain
5. Additive manufacturing
6. Internet of Things (IoT)
Working in combination, these digitally-enabled technologies have created such historically
unprecedented technological capability that experts feel they have unleashed a Fourth Industrial
Revolution (4IR) – one that will accelerate with continued leaps in digital connectivity and master
computing. This 4IR will upend the way in which the world economy is organized, much as occurred
following the invention of mechanization and the steam engine (First Industrial Revolution), electricity
and mass production (Second Industrial Revolution), the personal computer and the internet (Third
Industrial Revolution) (UNCTAD, 2019; UNIDO, 2020).
Industry 4.0 signifies the fourth in a series of industrial revolutions, which are characterized by
their ability to transform economies, jobs and even society itself through the introduction of new
technologies and processes.
Beginning in the late 18th century, with the advent of steam power and the invention of the power
loom, the first industrial revolution ushered in mechanization and radically changed how goods were
manufactured. In the late 19th century, electricity and assembly lines made mass production possible,
giving rise to the second revolution. Many cite the third revolution as beginning in the 1970s, when
advances in computing enabled us to program machines and networks, thereby powering automation.
There are multiple definitions of Industry 4.0, but all mention the change it entails and at its core is
the marriage of physical and digital technologies such as analytics, artificial intelligence, cognitive
technologies and the internet of things (IoT). This marriage of the physical with the digital allows
for the creation of a digital enterprise with data collected from physical systems being used to drive
intelligent action back into the physical world. Industry 4.0 generates abundant opportunities for new
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products and services, better ways to serve customers, new types of jobs and wholly new business
models. As in the previous industrial revolutions, the impact of these changes has the potential to
cross industries, businesses and communities, affecting not just how we work, but also how we live
and relate to one another. The difference with previous industrial revolutions is that it is advancing at
extraordinary speed, driven by technologies developing at an exponential rate (Deloitte, 2020).
SDGs and sustainable FDI
The four pillars or dimensions of the 17 SDGs are broken down to enable a more detailed analysis.
Sauvant and Mann 2017 have categorized the policy areas into the following four categories, and have
in fact added a fourth pillar of ‘Governance’ to the triple bottom line:
1.

Economic: employment, local linkages, community development, and equitable distribution of
wealth

2. Environmental: resource management, pollution controls, waste reduction, biodiversity protection,
water, and renewable energy
3. Social: skills enhancement, public health, fair wages, benefits, indigenous rights, gender, and
cultural heritage protection
4. Governance: anti-corruption, risk-management systems, and environmental/social assessment
Socially-responsible investment can be defined as investment that factors environmental, social and
corporate governance factors into decision-making and screening of investors, while social investment
and impact investment refers to investment that seeks a maximum impact on creating social value or
a social/environmental good. Socially-responsible investment and social/impact investment can be
both FDI and FPI. In the case of impact investment, profit is not the primary goal unless it is for the
purpose or being channeled into social investment rather than as a reward to shareholders.
The concept of good governance in this regard refers to the ethics and responsible conduct of
the TNC, i.e. the foreign investor. International voluntary standards, guidelines and principles exist
to promote such conduct, i.e. the United Nations Global Compact, ISO 26000, Global Reporting
Initiative and sectoral standards. Good governance also encompasses the concept of corporate social
responsibility (CSR), although CSR has increasingly been interpreted by companies as a modality
for business to contribute to achieving social goals outside the primary goal of profit maximization,
rather than a modality to improve the social and environmental performance of the company itself,
which is more important.
With reference to the above dimensions of sustainability, ‘sustainable FDI’ can be defined as FDI that
contributes to sustained economic growth, is socially inclusive and environmentally sustainable, or
that follows responsible business conduct and contributes to sustainable development (OECD, 2019).
It is important to emphasize that FDI in renewable energy projects, for instance, or FDI in solar or
wind energy is per definition sustainable FDI, but often does not capture the entire picture as issues
surrounding the sustainability of a company’s operations are often neglected by policymakers.
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ANNEX V: HEADQUARTERS LOCATION RESEARCH
PROJECT AT AALTO UNIVERSITY SCHOOL OF
BUSINESS
Headquarters Location Research Project is conducted at the International Business Unit of Aalto
University School of Business. One part of the project examines the dynamics of foreign-owned firms’
headquarters and international management responsibilities in Finland.
The research team conducted a survey among all foreign-owned firms in Finland between November
2020-August 2021. The findings of the survey, including information on subsidiaries’ activities in
Finland, as well as their regional, functional and divisional HQ responsibilities are made available in
fall 2021.
Definitions of the HQ
RHQ: Finnish subsidiary responsible for all existing operations and functions in another country.
Functional HQ: Finnish subsidiary is responsible for certain functions in another country, such as
marketing, HR or production of goods and services.
Divisional HQ: Finnish subsidiary is responsible for a specific business unit/product line in another
country.
Sample: The list of subsidiaries is provided by Statistics Finland (Statistics Finland - Enterprises Foreign affiliates in Finland). This contains all majority-foreign-owned firms in Finland. In 2018, there
were 4,382 subsidiaries in Finland, of which 507 were properties and 455 were passive companies
and are thus excluded from our analysis. The remaining 3,420 subsidiaries have the following size (i.e.
number of employees in Finland):

Size of the subsidiary

Count

%

Less than 5

1126

33 %

5 to 10

416

12 %

10 to less than 50

1052

31 %

50 and more

826

24 %

Total

3420

100 %

Above table suggests that a third of foreign-owned subsidiaries in Finland have fewer than five
employees (in fact, 350 had zero employees in Finland as they are operated from Sweden, for
example). They are excluded from the survey as they are less likely to have HQ responsibilities in
Finland.
A longitudinal analysis of foreign-owned firms’ regional HQ is also conducted this fall. Regional HQ
have been studied at the International Business Unit since 1993. The first data collection in 1993 covered
almost all 1,509 foreign-owned subsidiaries in Finland, of which 374 had regional HQ responsibilities.
They were followed up in 1998 and again in 2010 when 234 companies were still operating in Finland.
The research team interviewed 221 of them, and 130 still had regional HQ responsibilities but 91 had
lost them. Now in 2021, the research team is interviewing these subsidiaries to understand how many
of them still have HQ responsibilities, whether any have received HQ responsibilities after losing
them, and how the HQ responsibilities, including the geographic scope, have changed over time. The
findings are made available in late 2021.
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