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The Boston Consulting Group invests 2 percent of its time 
every year in pro bono activities in order to improve the world we 

live in and make use of BCG’s competencies in areas that are import-
ant and for which there is no funding. this report, which focuses on 
increasing the competitiveness and economic development of the 
Nordic region, is part of this pro bono effort. It is a topic that we are 
very passionate about because we are an integral part of the nordic 
economies, supporting companies and public institutions with a team 
of more than 400 employees across the four nordic capital cities. 

In this report, we will draw on our collective experience to outline a 
transformation agenda for the nordic countries. (we define the nor-
dic countries as denmark, finland, norway, and sweden, but exclude 
Iceland, and refer to them as the Nordics.) 

we believe that, although the nordic model has served us well in the 
past few decades by enabling us to become some of the wealthiest 
and happiest people in the world, we need to transform it in order to 
unleash the enormous potential it has to continue to create wealth 
and well-being for the nordics. In this report, we will explain why 
there is an urgent need to transform the nordic model and highlight 
the most critical adjustments that need to be made to the model in 
order to secure future economic prosperity.

as part of the nordic transformation agenda, we will also outline our 
ten recommendations for the nordics. these recommendations focus 
on how to maximize wealth in the nordics and are purely fact based. 
we do not take political considerations into account or take political 
stands. nor do we focus on how to distribute the wealth, which is a 
task that we will leave to others.

our recommendations are based on a proven methodology that has 
been developed from our experience helping more than 500 institu-
tions worldwide to implement their transformations. although this 
transformation methodology is primarily used by businesses, we will 
argue that many lessons from business transformations are also high-
ly relevant to the transformation efforts of countries. after all, it is pri-
vate enterprise that will create the wealth, and therefore the nordic 
region must become more attractive for business and take some of 
the same medicine as corporations.

prefAce
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IntroductIon

The Nordics have transformed over the past half century into 
some of the most successful economies in the world. they are 

widely admired for having pioneered and thrived on the nordic 
model, which combines the economic dynamism of capitalism with a 
strong emphasis on well-being. this model has enabled the nordics to 
grow into not only some of the wealthiest but also some of the 
happiest countries in the world. today, the nordics are among the top 
15 countries in the world in terms of gdP per capita and consistently 
feature in the top 10 of the major global well-being indexes.

however, the ability of the nordics to continue to grow and fund the 
nordic model is under threat. we believe that the nordics are faced 
with four key challenges: first, as small open economies that rely on 
trade, it is important for us to sustain our exports’ uniqueness, diversi-
ty, and competitiveness—attributes that are currently in decline. sec-
ond, the dramatic shift from manufacturing to services over the past 
few decades is dampening productivity development, which is a key 
driver of wealth creation. a third challenge is the large public sector 
and the imbalance between social protection and investing for future 
growth. and last but not least, the aging population will create a ma-
jor workforce gap in the nordics in the next 15 years, which will fur-
ther impair the ability to grow and sustain the welfare model.

These four key challenges are impairing the Nordics’ ability to contin-
ue to create wealth for future generations and causing our competi-
tiveness to increasingly become an illusion. compared with our key 
competitors in exports—that is, those countries that compete with us 
in our top export markets—the nordics are in the bottom half in 
terms of competitiveness, and our position is continuing to worsen. If 
current trends continue, there is a very real risk that we could end up 
in the bottom quartile—in fact, Denmark is already in this position.

Paradoxically, the big multinational companies (mncs) in the nordics 
are internationally competitive and demonstrate strong performance 
in terms of shareholder value creation. however, while they represent 
an important foundation in terms of jobs and exports, they can no lon-
ger drive sufficient growth for the whole nordic region, due to their 
shifting footprint and continuous migration of functions. the nordics 
need strong, competitive small and medium-sized enterprises (smes), 
new mncs, and foreign direct investment (fdI) to fill the gap. howev-
er, the fact is that we have not been successful at driving any of these.

we believe that the nordic governments have a key role to play in cre-
ating the basic framework conditions that would allow mncs in the 
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nordics to keep a larger share of their activity in the region, encour-
age smes to start up and grow, help new mncs to emerge, and attract 
FDI. But framework conditions are currently far from perfect in the 
nordics; there are weaknesses in our infrastructure, inefficiencies in 
our goods and labor markets, and a decline in the quality of educa-
tion compared with that of our key competitors. In addition, the gov-
ernments must invest more and make better use of our investment in 
order to boost the key drivers of productivity (that is, talent, innova-
tion, and digitization). In these areas, too, the nordics are behind 
many of our key competitors, despite high levels of spending in areas 
such as education and r&d.

In the absence of a dramatic increase in productivity, getting more 
people into the workforce will be critical to maintaining growth and 
financing the welfare system. we estimate that the nordics will need 
to add the equivalent of 2 million workers to the workforce by 2030 
(or 16 percent more workers than the current forecast workforce for 
2030). This workforce gap can be managed, in part, by increasing the 
retirement age, reducing the average age for entering the workforce, 
and increasing workforce participation (that is, getting more of the 
population into the workforce).

But the Nordics will also need to become better at competing for for-
eign talent than we are currently (especially since our key competitors 
will also need about 52 million new workers to fill their own work-
force gaps). the facts show that, with the exception of sweden, the 
Nordics are in the bottom half or bottom quartile among our competi-
tors in terms of attractiveness to foreign talent. we also have a poor 
track record when it comes to integrating immigrants into the work-
force (as evidenced by the significantly lower employment rate of im-
migrants). In addition, we have a higher proportion of asylum seekers 
in our immigration flow than our key competitors. attracting and 
managing talent and successful immigration are therefore urgent 
tasks for all the nordics. luckily for us, there are a number of success-
ful countries that can serve as benchmarks and from which we can 
learn—for example, austria, germany, switzerland, and the united 
states.

In summary, although the nordic model has served us well over the 
past few decades, there is an urgent need for the nordics to transform 
the model in order to get back on a stable growth trajectory. In other 
words, we must prevent denmark from slipping further into decline 
and ensure that finland, norway, and sweden do not start suffering 
from the negative trends that are already emerging there. Based on 
BCG’s extensive expertise on transformations for both private and 
public organizations worldwide, we have created a framework to help 
unleash the potential in the nordic model to continue to create 
wealth and well-being for future generations. this methodology, as 
outlined in the recent BCG report Transformation: The Imperative to 
Change, consists of three key components—funding the journey, win-
ning in the medium term, and securing the right team, talent, organi-
zation and culture.
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Nordic competitiveNess 
is iNcreAsiNgly AN 
illusioN

The Nordic countries are widely 
admired and rightly so. over the past half 

century, we have transformed into successful 
economies that have not only managed to 
generate strong economic growth but also 

continue to endow our citizens with generous 
welfare provisions. today, the nordics are 
among the wealthiest economies and happi-
est countries in the world.1 (see exhibit 1.) 
our high level of economic prosperity and 
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Exhibit 1 | The Nordics are Among the Top 15 Richest Countries in the World
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well-being are also supported by strong 
institutions, pragmatic policymaking, and a 
very low level of corruption. Indeed, so 
successful are the nordics that the nordic 
model is widely used as a shining example 
for other developed economies that seek 
modernization.

four Key challenges
however, the widely admired nordic model is 
showing cracks. first, we are open economies 
that rely on trade, but the uniqueness and di-
versity of our exports are deteriorating. com-
pared with our key competitors—that is, the 
eleven countries that compete with us in our 
top export markets—we now rank below the 
top five in terms of the uniqueness and diver-
sity of exports.2 norway and denmark are in 
the bottom quartile. The reason that Norway 
is in the bottom quartile is because of its 
large energy sector, which, while being highly 
positive for the country, has the unfortunate 
consequence of reducing its uniqueness and 
diversity by dwarfing all other sectors. den-
mark, however, has no excuse. the deteriorat-
ing uniqueness and diversity of our exports is 
symptomatic of our loss of competitiveness 
compared with our key competitors and the 
emerging markets.

second, the dramatic shift from manufacturing 
to services over the past 20 years is putting 
pressure on labor productivity growth (that is, 
in the growth of output per worker or per hour 
worked), because labor productivity is lower 
and more difficult to grow in the services sec-
tor.3 since the 1980s, approximately 0.9 million 
manufacturing jobs have been lost in the nor-
dics, causing the ratio of manufacturing jobs to 
service jobs to decline from 0.5 to 0.2. (that is, 
there used to be roughly 50 manufacturing 
jobs for every 100 service jobs, but now there 
are only 20.) we are not suggesting that this 
shift should (or can) be reversed. some of the 
shift could be the result of business model 
change as companies evolve. however, the fact 
of the matter is that, on average, labor produc-
tivity (in terms of output per worker) is 26 per-
cent (in denmark) to 55 percent (in norway) 
lower in services than in manufacturing, which 
means that, if the decline of manufacturing is 
not halted, the pressure on productivity 
growth will likely intensify.4

third, while a large public sector is a core 
part of the nordic model, it poses a key chal-
lenge. The public sector’s share of employ-
ment ranges from 23 percent (in Finland) to 
31 percent (in Norway)—significantly higher 
than the oecd average of just 15 percent.5 
accurate labor-productivity data for the pub-
lic sector is difficult to obtain, but labor pro-
ductivity is most likely to be lower than that 
in the private sector and more difficult to in-
crease because of the lack of exposure to 
competition—the key driver of growth and 
innovation.

The Nordic model, a shining 
example for developed econ-
omies, is showing cracks.

a large public sector not only suppresses pro-
ductivity but also directs too many public re-
sources toward backward-looking entitle-
ments and not enough toward investments in 
the future. the nordics collect more taxes 
and have higher public expenditures propor-
tional to their income than many of their key 
competitors. (denmark ranks number one in 
both areas, with 48 percent of gdP collected 
in taxes and public expenditure’s share of 
gdP at 58 percent; sweden and finland are 
not far behind.)6 Public expenditure is cur-
rently overwhelmingly focused on consump-
tion (especially social protection) rather than 
investing in the future. we estimate that 
what the nordics spend on forward-looking 
investments is only one-tenth to one-fifth of 
what we spend on backward-looking entitle-
ments. In other words, for every dollar that 
we spend on backward-looking entitlements, 
we spend only 10 to 20 cents on forward-look-
ing investments. By contrast, some of our 
nearby key competitors (such as the nether-
lands and the united Kingdom) spend nearly 
30 cents on forward-looking investments for 
every dollar spent on backward-looking enti-
tlements.7 (see exhibit 2.) 

a fourth crack in the nordic model is our ag-
ing population, which not only puts further 
pressure on hours worked—the other key le-
ver of future economic growth (in addition to 
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labor productivity)—but also impairs the 
Nordics’ ability to continue funding our gen-
erous welfare systems. By 2030, dependency 
ratios (that is, the ratio between number of 
dependents and workers) in the nordics are 
projected to average 92 percent. that means 
that there will be 92 dependents for every 
100 working men and women, representing 
an average increase of 20 percentage points 
compared with 2010 levels.8 as the working 
population shrinks relative to dependents, it 
will become increasingly difficult for the nor-
dic economies to sustain their welfare model. 
By our estimation, the Nordics will need an 
additional 2 million workers by 2030 in order 
to maintain their current dependency ratios.9 
to fill this gap, we need to dramatically in-
crease labor utilization and attract more im-
migrant labor. as part of this effort, it is also 
our challenge to integrate current immigrants 
into our workforce.

Weakening competitiveness
the nordic economies have already started 
to show signs of weakening, as we have failed 
to address these four challenges. since 2006, 

real gdP growth has fallen short of the oecd 
average in all the nordics but sweden.10 den-
mark, in particular, has suffered from very 
low growth. this slowdown in economic 
growth is partly accounted for by lackluster 
productivity growth, an area in which, worry-
ingly, some nordics (denmark and norway) 
have lagged key competitors in the past de-
cade.11 although productivity has been show-
ing signs of increasing in the past 12 months, 
a more dramatic improvement is needed to 
recover lost ground and get back on a stable 
growth trajectory. hours worked in the nor-
dics have also remained largely stagnant 
since the 1980s, despite ups and downs 
during the period. (See Exhibit 3.) 

the notion of nordic competitiveness is 
increasingly becoming an illusion. It is true 
that the nordics still appear to be highly 
competitive by global standards. (finland and 
sweden are ranked number four and number 
ten, respectively, in the world economic 
Forum’s Global Competitiveness Index while 
denmark and norway are ranked just below 
the top ten). however, when compared with 
key competitors—that is, countries that 
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Exhibit 2 | There Is Not Enough Focus in the Nordics on Investing for the Future
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compete with the nordics in our top export 
markets —the Nordics’ competitiveness is far 
from stellar. (see exhibit 4.) among this key 
competitor group of 15 countries, only 
finland is in the top three. sweden is ranked 
number 8, norway number 9, and denmark 
number 12.12 all four countries also show a 
downward trend in competitiveness. If this 
continues, sweden, norway, and denmark 
will end up in the bottom quartile of the key 
competitor group in a few years’ time, while 
finland will drop out of the top three.

The Nordics’ loss of competitiveness is also 
reflected in declining economic complexity, 
which measures the degree of productive 
knowledge within our economies relative to 
our competitors. In other words, economic 
complexity measures our capability for mak-
ing a diverse range of unique products that 
we can then trade. the economic develop-
ment of the nordic countries over the past 
half century has largely been driven by our 
ability to expand this capability. But in recent 
years, we have experienced a significant de-
cline in our ability to do so. according to 
“the atlas of economic complexity” com-

piled by the center for International devel-
opment at Harvard University, the Nordics’ 
economic complexity scores have, on average, 
dropped by nearly a quarter since the mid-
1990s. during this period, all the nordics saw 
a drop in their economic complexity rankings, 
with sweden and norway registering the big-
gest declines. (Sweden’s ranking dropped 
from number 2 to number 8 on the league ta-
ble, and Norway’s ranking fell from number 7 
to number 15.) 

a decline in economic complexity does not 
necessarily mean that we have lost all of our 
competitiveness. Indeed, as discussed in a lat-
er chapter, there are segments of our econo-
mies (for example, the mncs) that remain 
highly competitive. that said, we need to ad-
dress the decline in our economic complexity 
in order to improve our overall ability to cre-
ate wealth in the future. 

the transformation imperative
If nothing is done, the Nordics’ loss of com-
petitiveness will only accelerate in the future, 
as the world spins ever faster. traditional ad-
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Exhibit 3 | The Nordics Lag Key Competitors in Terms of Productivity and Hours Worked
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vantages that have benefited the nordics in 
the past are converging globally, which 
means that these advantages alone will no 
longer be sufficient to differentiate the nor-
dics going forward. as an example, in terms 
of infrastructure and technological readiness, 
the gap between the most competitive and 
the thirtieth most competitive country has 
narrowed by 7 and 25 percentage points, re-
spectively, since 2006/2007.13 nordic business-
es, too, are facing a rapid erosion of their tra-
ditional corporate advantages, such as market 
position, scale, and legacy positions. technol-
ogy is reshaping consumer behavior, empow-
ering start-ups, making pricing more transpar-
ent, and reducing product life cycles. these 

trends have led to greater volatility within in-
dustries, and businesses must adapt ever fast-
er to survive. according to research conduct-
ed by BCG, the probability that the market 
share leader in an industry is also its profit-
ability leader declined from 35 percent in 
1950 to just 7 percent today. during this same 
period, the volatility in earnings before inter-
est and taxes (EBIT) margin increased nearly 
fivefold.14

The need for transformation and quick re-
sponse in the nordics, both on a country level 
and on an individual business level, is there-
fore both clear and urgent.

Norway (#9)

Denmark (#12)

Sweden (#8)

Finland (#3)

In a global comparison, the Nordics
appear to be highly competitive

But (except Finland) they do not fare as well within their key competitor group
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1based on a straight average of each country’s ranking in the 12 “pillars” of competitiveness, as defined by the World economic Forum.

Exhibit 4 | Nordic Competitiveness Is Increasingly an Illusion
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the stAte of the 
corporAte sector

The corporate sector is critical to creat-
ing wealth in the nordic region. It holds 

the key to enhancing our economic complexi-
ty (that is, the uniqueness and diversity of 
our exports) and therefore improving our 
competitiveness. Although the Nordics’ 
exports are still highly complex today, the 
relative complexity of our exports has begun 
to decline as emerging markets catch up. this 
is a problem faced not only by the nordics 
but also by the majority of our key competi-
tors. In addition, the nordics also have lower 
exposure to the fast-growing emerging 
markets than our key competitors. we must 
turn to the corporate sector to address these 
issues. (see exhibit 5.)

the nordic corporate sector comprises a mul-
tiplicity of companies—mncs as well as 
smes, foreign as well as domestic. our busi-
nesses generate exports and provide employ-
ment. they are also a key driving force be-
hind labor productivity growth, which is a 
fundamental—and the most potent—lever 
for future economic growth. Businesses drive 
labor productivity growth by investing in the 
capital-deepening process and creating new 
ways to make efficient use of that capital. 

the health of Nordic mNcs
large businesses, in particular, play a critical 
role in supporting the nordic economies. not 
only do they account for approximately 34 

percent of employment and 37 percent of the 
value added in the nordics, they also domi-
nate the Nordics’ exports—large companies 
account for between 51 percent (in denmark) 
and 68 percent (in Finland) of the Nordics’ 
exports in terms of value.15

mNCs drive productivity— 
the most potent lever for  
economic growth.

In the nordics, the 182 largest listed compa-
nies represent 94 percent of all publicly listed 
companies by market cap.16 they are the 
mncs that drive trade and compete head to 
head with other non-nordic companies on 
the international stage. the health of these 
companies is therefore paramount to the 
health of the nordic economies as a whole. 
we can assess their health by looking at their 
total shareholder return (tsr), which cap-
tures their ability to create value for their 
shareholders in the form of either valuation 
increase or dividends paid.

the ability to Create value. encouragingly, 
nordic mncs have consistently outperformed 
their global peers in every period that we 
examined (the past 20 years, 10 years, 5 
years, and 2 years).17 (see exhibit 6.) further, 
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Exhibit 5 | The Nordic Economies Are Less Complex and Less Exposed to High-Growth Markets 
Than Are Their Key Competitors 

Exhibit 6 | Nordic MNCs Consistently Generate Superior Returns

Sources: Capital iQ, bCg analysis.
Note: tsr is calculated as the average annual return in the time period—that is, 2004-ytd 2014 (as of July 30, 2014). the sample consists of the 
182 largest listed companies in the nordics, by market capitalization, as of July 30, 2014 (as featured in bCg’s “value Creators report 2014: nordic 
addendum”). For companies with more than one share class, only the most liquid share class is included.
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the nordics have outperformed their global 
counterparts in almost every industry.

another positive sign is that the nordic 
MNCs’ TSR has generally trended upward in 
the past five years. the median average an-
nual tsr among these large nordic compa-
nies over the past 20 years was 13 percent, 
while for the past five years, it was 21 per-
cent. however, much of the improvement in 
recent years has been driven by multiple ex-
pansion, as investors’ expectations of future 
performance improved following the finan-
cial crisis. All else being equal, we expect the 
high tsr of nordic mncs to decline in the 
long run (as the multiple effect wears off ). 
Still, in relative terms, Nordic MNCs’ TSR can 
remain higher than that of their peers if they 
can maintain their global competitiveness. 

denmark distinguishes itself by being the 
only country in the nordics in which the tsr 
of mncs has consistently improved in both 
absolute terms and relative to other nordic 
countries. In denmark, the median average 
annual tsr of mncs has improved from be-
ing the third lowest in the nordics over the 
past 20 years to being the highest in the nor-
dics during the past 2 years. the proportion 
of companies in the high-performance catego-
ry (that is, those with average annual tsr 
higher than 10 percent) has also increased 
significantly in demark—from 68 percent 
during the past 20 years to 91 percent during 
the past 2 years.

The focus of innovation in 
the Nordics is closely tied to 
its ten key industrial clusters.

the pathway to Further value Creation. over 
the long term, growth is the single most 
important driver of a company’s TSR. BCG’s 
analysis of the s&P global 1200 shows that 
revenue growth accounted for 71 percent of 
the average annual tsr over the past ten 
years. this has also been true for nordic 
companies in the long term (although, in the 
short term, multiple expansion has been the 
biggest driver of tsr in the nordics). 

the nordic mncs are well positioned to 
grow. a large proportion of them (ranging 
between 46 percent in norway and 74 
percent in denmark) are fortresses today. 
fortresses are companies that enjoy both 
competitive premium and competitive 
stability (that is, strong competitive positions 
in stable markets). our research shows that 
while value creation is possible from all 
starting positions, companies that start off as 
fortresses have by far the highest rate of 
success—with 83 percent of them creating 
value through growth.

the strength of industrial Clusters. mncs 
serve another important function in the 
nordic economies: they underpin the 
development of our industrial clusters. 
Industrial clusters are networks of businesses 
that have a high degree of “connectedness” to 
one another. such clusters are central to 
facilitating the expansion of productive 
knowledge in related product areas in order 
to drive product complexity and diversity. 
clusters can contribute to increasing the 
capabilities of businesses (especially smes), 
expanding external linkages in terms of fdI 
and exports (by building up a skill base), 
enhancing links between research and 
industry, improving access to finance, and 
more generally creating spillovers. (studies 
on danish clusters, for example, show that 
participation in clusters increases the 
probability of innovation more than 4.5 times 
and the probability of collaboration on r&d 
projects fourfold.)18

the nordic economies have ten key industrial 
clusters. (see exhibit 7.) these clusters pro-
duce a large share of the Nordics’ exports and 
indicate where our competitive advantage 
currently lies. the focus of innovation in the 
nordics appears to be closely tied to these in-
dustrial clusters—for example in pharmaceu-
ticals, biotechnology and medical technology, 
machinery, offshore oil and marine, and com-
munications technology—which supports the 
theory that clusters play an important role in 
fostering innovation. In addition to these ten 
key industrial clusters, the nordics also host 
several (primarily, service) industries (such as 
transportation) that are strong but do not 
necessarily foster innovation and business 
growth the same way that clusters do.
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the clusters in the nordic region are but-
tressed by our mncs. these anchor compa-
nies (that is, companies that act as nodes in 
industry clusters) are vital to building capabil-
ities and supporting local and global net-
works. they attract talent and investment, 
and they promote innovation and entrepre-
neurship. due to the connectedness of prod-
ucts, these anchor companies can have “spill-
over” effects, not just within their own 
industries but also extending to other, related 
industries—thus stimulating new cluster de-
velopment. 

the majority of the industrial clusters in the 
nordic region appear to be supported by at 
least one strong anchor company. for exam-
ple, clusters focused on pharmaceuticals, 
medical technology, machinery, specialty 
chemicals, and foodstuff are supported by 
multiple strong anchor companies that not 
only have created significant shareholder val-
ue but also are showing strong growth mo-
mentum. there are, however, some clusters—
such as metals, vehicles, and defense—in 
which there are no strong anchor companies. 
the successful transformation of large com-
panies in these clusters is, therefore, not only 

essential to their own future growth but also 
to the growth of their respective clusters.

the growth paradox
the nordic mncs that account for a signifi-
cant proportion of our jobs and exports and 
that function as anchors to our industrial 
clusters are generally healthy. not only have 
they delivered double-digit tsr that is supe-
rior to their global competitors, but also their 
growth has exceeded the gdP growth of their 
respective countries. (see exhibit 8.) yet, par-
adoxically, despite the good health of these 
companies and the link between business 
growth and national growth, the overall eco-
nomic growth of the nordic countries re-
mains sluggish. 

the key to this puzzle is the diminishing role 
that the nordic mncs play in terms of value 
added and employment in the region. the 
nordic mncs have played an instrumental 
role in establishing the nordics in their cur-
rent strong positions and clearly still provide 
an important foundation for the nordic econ-
omies. however, their presence and role in 
their countries of origin is declining, and they 

Sources: Capital iQ; bCg analysis.
1Median average annual tsr of the relevant listed MnCs in the nordics from 2009 to July 31 2014. 
2Median forecast revenue Cagr of the relevant listed MnCs in the nordics from 2014 to 2018.
3excluding telecommunications service companies.

Exhibit 7 | There Are Ten Key Industrial Clusters in the Nordics

Cluster
Median TSR, 

2009–YTD 2014 (%)1
Median revenue CAGR, 

2014–2018 (%)2

Foodstuff 28 3

Machinery 21 5

Medical technology 22 8

Metals 3 3

oil and gas 17 5

paper goods 21 3

pharmaceuticals 20 9

specialty chemicals 24 5

technology and telecommunications3 23 5

vehicles and defense 18 4
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are becoming less potent contributors to fu-
ture economic growth in the nordics. the 
center of gravity of these companies has been 
gradually shifting away from the nordics to 
emerging economies in asia, south america, 
and eastern europe—markets in which a 
growing proportion of their customers are 
based. with this shift of focus, investment is 
diverted away from the nordics—jobs move, 
eventually followed by the relocation of 
headquarters, R&D centers, and so forth.19

Take Sweden’s MNCs, for example. Starting 
in 1998, the number of their employees out-
side sweden started to exceed the number in 
sweden. since then, the number of their em-
ployees outside sweden has grown at about 4 
percent a year, on average, while the number 
of employees in sweden has shrunk by about 
1 percent a year. the result is that, today, 
swedish mncs employ more than twice as 
many employees outside sweden as they do 
inside sweden—in other words, swedish em-
ployees account for just one-third of all their 
employees. to compensate for the job losses 
every year, Sweden would need the equiva-
lent of four new mncs in terms of economic 
value added. the migration of mncs is also 

evident elsewhere in the nordics. In finland, 
the 30 largest MNCs shed 33,000 domestic 
jobs between 2007 and 2010 (representing an 
annual decline of about 5 percent) while cre-
ating 8,000 jobs outside finland (representing 
an annual increase of 1 percent).20

although our mncs are no longer sufficient 
to drive the future growth of the nordic econ-
omies by themselves, that is not to say that 
they are unimportant. for one thing, the 
shifting footprint of our mncs threatens the 
strong industry clusters that have arisen 
around them. even if the mncs, as anchor 
companies for these clusters, do not them-
selves have the strongest growth in the re-
gion, they can still create an ecosystem in 
which the spillover effect could enable strong 
clusters and the growth of new companies. 
for this to happen though, we will need to re-
tain the headquarters, R&D functions, and 
parts of the manufacturing operations of 
these mncs—at the very least. If we cannot 
achieve this objective, the health of the nor-
dic clusters will suffer.

There is no quick fix for slowing the migra-
tion of mncs out of the nordic region. In-
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Exhibit 8 | The Growth Paradox
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stead, a wide array of business conditions in 
the nordics—everything ranging from talent 
development to labor market efficiency—
needs to be comprehensively and dramatical-
ly improved to encourage mncs to stay.

flaws in the Nordic corporate 
sector
the health of the nordic corporate sector is 
far from perfect—there are some major 
weaknesses, ranging from lackluster sme per-
formance to declining fdI, that need to be 
addressed.

Lackluster performance of nordic sMes. 
given “the growth paradox” and the dimin-
ishing role of nordic mncs, the health of the 
region’s SMEs will become increasingly 
important. across the nordics, these compa-
nies today account for between 63 percent (in 
finland) and 69 percent (in norway) of 
business sector employment and between 57 
percent (in finland) and 72 percent (in 
norway) of business sector value added. yet, 
their productivity (here defined as output per 

employee) is significantly lower than that of 
large companies. enabling them to develop 
into the next generation of mncs, therefore, 
would be a key lever for driving future 
economic growth.

the health of smes varies significantly across 
the nordics. while swedish smes demon-
strate strong growth in value added among 
the group of key european competitors, fin-
land and denmark are both in the bottom 
half of the group.21 denmark, in particular, is 
one of the only two countries in the group of 
key european competitors to have registered 
a decline in value added among its smes be-
tween 2008 and 2011. a decline was seen in 
nearly all sectors in denmark, but was most 
severe in construction and related industries, 
manufacturing, and transportation and stor-
age.22 (see exhibit 9.)

Job creation among the nordic smes has also 
been poor. sweden is the only country in the 
nordics in which smes generated additional 
jobs between 2008 and 2011. however, the 
level of jobs created by smes in sweden (on 
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Exhibit 9 | There Are Weaknesses in SME performance
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average 0.9 percent a year between 2008 and 
2011) was significantly lower than that in 
France, Germany, and Belgium (5.4 percent, 
5.3 percent and 3.0 percent, respectively). In 
finland, smes created virtually no new jobs 
during the period, while norway and 
denmark saw a decline in sme employment. 
denmark saw the greatest decline—not only 
in the nordic region but also among the 
Nordics’ whole European peer group—driven 
largely by difficult domestic market 
conditions. 

as of 2011, the profit share among smes was 
also relatively low in three of the four nordic 
countries (denmark, finland, and sweden). 
the profit share of value added (that is, the 
excess amount of money generated by smes 
after paying for labor) in these countries is in 
the bottom half when compared with the 
Nordics’ key European competitors. Since 
profit share represents the capital available to 
companies to repay their creditors, pay taxes, 
and eventually finance their investments, the 
low profit share in the nordics could adverse-
ly affect future growth and job creation.

next Wave of new MnCs needed. It is 
imperative for the nordics to grow a new gen-
eration of sophisticated companies in order 
to compensate for the shifting footprint of 
their mncs. yet the nordics have not been 
very successful at producing new mncs 
compared with their key competitors. the 
best performer in the nordics in this regard is 
Sweden. But even in Sweden, just 15 percent 
of its top companies were founded in the past 
twenty years—a significantly lower propor-
tion than in countries such as canada (40 
percent), South Korea (23 percent), the 
united Kingdom (21 percent), the united 
states (19 percent) and the netherlands (18 
percent). norway and denmark are in the 
bottom half of the key competitor group, with 
just 13 percent and 8 percent of their top 
companies founded in the past 20 years, 
respectively, while none of Finland’s top 
companies were founded during this period.23 
(see exhibit 10.)

More Fdi is required. In addition to develop-
ing homegrown smes and mncs, foreign 
companies and fdI are also important to 
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Exhibit 10 | The Nordics Foster Very Few New Large Companies
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future economic growth in the nordic region. 
for the nordic economies, one dollar spent 
by a foreign company in the region is worth 
more than one dollar spent by a domestic 
company abroad. yet, in the nordics today, 
discussions about globalization seem to be 
predominantly focused on the whereabouts 
of nordic multinationals—that is, for exam-
ple, where they are moving their operations 
to and how many jobs will be lost as a result. 
we believe that not enough attention is being 
paid to the other side of the flow, which is the 
investment into the region by foreign firms. 
fdI is a key contributor to the capital-deep-
ening process (that is, the process whereby 
labor gets more or better forms of capital to 
work with), which is, in turn, a key driver of 
productivity growth. fdI can also contribute 
to economic growth by creating jobs.

Foreign companies’ share of value added is 
lower in the nordics than in many other 
oecd countries. their share of value added 
ranges between 21 percent (in finland) and 

25 percent (in sweden), whereas the europe-
an average is 29 percent. In terms of employ-
ment, foreign companies account for between 
15 percent (in finland) and 22 percent (in 
sweden) of employment in the nordics, while 
the european average is 18 percent. however, 
stripping out the nordic companies among 
these, the share of employment by foreign 
companies drops to between 9 percent (in 
finland) and 19 percent (in sweden).

over the past 20 years, sweden and denmark 
have been relatively good at attracting fdI 
(see exhibit 11) while inflows to finland and 
norway have been low compared with most 
of our key competitors. In all the nordics but 
norway, fdI inflows have declined over the 
past two decades. denmark experienced the 
biggest decline (76 percent) from average an-
nual inflows of $5.7 billion between 1993 and 
2013 to just $1.4 billion a year since 2010. 
Sweden’s inflows were nearly cut by half, 
while finland saw its inflows drop about 25 
percent during the same period.24
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Enabling local MNCs to stay, foreign 
mncs to invest, smes to grow, new 

businesses to start, industry clusters to thrive, 
and all to innovate would require world-class 
business conditions. In addition, we need to 
ensure that we have invested sufficiently in 
all the key drivers of future economic growth, 
such as talent, innovation, and digitization. 
last but not least, the nordic countries need 
to ensure that they address the pressure on 
hours worked exerted by their aging 
population.

getting the table stakes right
a first step toward achieving world-class busi-
ness conditions is to get the table stakes 
right—that is, putting in place all the basic 
requirements that are necessary to compete 
internationally. these table stakes include 
strong infrastructure, a reliable energy sup-
ply, stable financial markets, efficient goods 
markets, and flexible labor markets. the nor-
dics are far from best in class in these key di-
mensions.25 (see exhibit 12.) within their key 
competitor group of 15 countries, the nordics 
are in the bottom quartile in terms of infra-
structure. they also have low scores when it 
comes to the efficiency of their goods mar-
kets, which reflects relatively weak market 
competition, red tape (particularly in the for-
mation of new businesses), barriers to trade, 
barriers to fdI, and a high tax burden on 
profits. In addition, with the exception of 

denmark, the nordics have some of the most 
rigid labor policies in the world. In a survey 
of danish business leaders conducted by 
BCG, employee-related costs (especially for 
low-skilled labor), other input costs, and ac-
cess to talent and skills have been identified 
as the three biggest barriers to investing in 
the region. unless the above areas are ad-
dressed, the nordics will risk seeing more of 
their businesses move abroad, anemic growth 
in the sme sector, and dwindling fdI. 

getting these table stakes right is critical. 
however, having them all in place only gives 
the nordics an “entry ticket” to compete glob-
ally but not a winning card since these factors 
do not differentiate a country anymore. to 
differentiate themselves, the nordics will also 
need to win on talent, innovation, and digiti-
zation. these are what we believe to be the 
three most significant drivers of future pro-
ductivity growth, which in turn is the most 
potent lever for future economic growth.

developing and Attracting talent 
talent is fundamental to progress, and it is 
the driver of innovation and digitization—
and therefore productivity.

developing talent. relative to their gdP, the 
nordics are among the top spenders on 
education in the world. Between 1998 and 
2011, the nordics spent 6 percent of gdP 
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annually, on average, on education. however, 
high levels of expenditure have not produced 
the best outcomes.

first, elementary and secondary education in 
several of the nordics appears to be lagging 
behind that of our key competitors. and this 
trend appears to be worsening, as evidenced 
by the disappointing results of testing by the 
Programme for International student 
assessment (PIsa) in recent years. second, 
the nordics (with the exception of norway) 
are in the bottom half of their key competitor 
group in terms of the percentage of young 
adults attaining a tertiary education. the 
average tertiary-education attainment level 
among 25 to 34 year olds for the Nordics 
(with the exception of norway) is 40 percent 
as compared with 51 percent for peers in the 
top half of the key competitor group.26 third, 
the nordics are not developing sufficient 
talent to drive highly productive, innovative 
sectors going forward. this is evidenced by 
the relatively low percentage of graduates 
with degrees in science and engineering—
two fields of study that are critical to fueling 
growth in highly productive, innovative 
sectors. (of the oecd countries, denmark is 

ranked number 20, with 21 percent of 
graduates holding a degree in science or 
engineering, while norway is ranked number 
27, with just 17 percent of graduates holding 
a science or engineering degree.)

the lackluster tertiary-education attainment 
levels among young adults and the low level 
of interest in pursuing the “tough” subjects 
(such as science and engineering) are deeply 
concerning. lack of access to talent and skills 
is one of the key barriers to investment cited 
by danish business leaders. If the above 
trends continue, the nordics will be at risk of 
a downward spiral in which businesses leave 
the region due to a lack of talent, resulting in 
fewer job opportunities to incentivize the 
next wave of youths to acquire the right skills.

despite generous education grants, the 
nordics provide some of the lowest incentives 
to acquire “the right” tertiary education of all 
the countries within their key competitor 
group. (See Exhibit 13.) OECD research into 
the private returns (that is, net private 
benefit) of tertiary education to an individual 
shows that, on average, young adults in 
norway, sweden, and denmark have the least 
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Exhibit 12 | Framework Conditions Are Weak for Businesses Across the Nordics
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to gain from tertiary education, despite the 
low direct cost of education. a key reason for 
this is higher marginal taxes on income, 
which lowers the wage premium for those 
who do pursue a tertiary education. the 
education and tax systems in the nordics 
need to encourage students to choose fields 
of education that are in line with their 
abilities, to complete education in a 
reasonable time, and also to focus on high-
return occupations. free access to education 
and generous grants may not necessarily give 
the strongest incentives to students to make 
the best choices in these respects.27

attracting talent. attracting talent from 
abroad is another important lever to pull in 
order to ensure sufficient human capital in 
the economy with which to drive growth. In 
this regard, the nordics have much to learn 
from other developed economies such as 
canada and switzerland. In a survey conduct-
ed by BCG and The Network (see our report 
Decoding Global Talent, october 2014), all the 
nordics except sweden are in the bottom  
half or bottom quartile of their key competi-
tor group in terms of attractiveness. (see 
exhibit 14.)

this lack of attractiveness has already pre-
vented the nordics from securing talent, as 
evidenced by the low inflow of immigrant la-
bor relative to population size. Between 2000 
and 2011, annual inflows of immigrant labor 
averaged between 0.2 percent in finland and 
0.4 percent in denmark and sweden—signifi-
cantly lower than the key competitor group 
average of 0.5 percent and that of other 
non-english-speaking countries such as swit-
zerland (1.3 percent), Austria (0.9 percent), 
and germany (0.7 percent). to win the war 
for talent, the nordics need to do much bet-
ter than they are currently doing.

the nordics also have not been as successful 
at attracting international students as some 
key competitors. In fact, all but denmark are 
in the bottom half of the key competitor 
group in terms of their share of international 
and foreign students in tertiary education. In 
denmark, which is the best performer among 
the nordics in this respect, only 20 percent of 
those enrolled in tertiary education in 2012 
were international or foreign students. (that 
number was 16 percent in sweden, 11 per-
cent in finland, and only 9 percent in nor-
way.) By contrast, the ratio of international or 
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Exhibit 13 | The Nordics Have Low Personal Returns on Tertiary Education
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foreign students in switzerland and the unit-
ed Kingdom was 40 percent. not only were 
the nordics outperformed by english-speak-
ing countries such as the united Kingdom 
and Canada (23 percent), they were also out-
done by smaller competitors that do not have 
english as a first language, such as austria 
(36 percent) and Belgium (21 percent).

one barrier to attracting talent is the lack of 
top-ranked educational institutions in the 
nordics relative to our key competitors. there 
are only five universities across the whole re-
gion that are in the global top 100 multidisci-
plinary universities (the university of copen-
hagen, aarhus university, uppsala university, 
lund university, and the university of helsin-
ki).28 this is not bad considering the size of 
our populations. however, in order to win tal-
ent from competitors, the nordics need more 
institutions with strong international reputa-
tions. we acknowledge that it is unrealistic to 
expect universities in the nordics to compete 
internationally in all fields of expertise. what 
is feasible, however, is to develop “centers of 
excellence,” or knowledge clusters, in certain 
fields in which the nordics are strong. exam-
ples of such clusters include the life sciences; 
clinical, preclinical, and health; and engineer-

ing and technology, in which the nordics  
already have a number of internationally 
well-recognized institutions to leverage  
(for example, Karolinska Institutet, Kth,  
and dtu).

fostering and commercializing 
innovation
Innovation is critical to achieving future eco-
nomic growth. to be successful at innovation, 
countries must master all stages of the cycle 
of innovation—from the input stage (that is, 
r&d) to the output stage (that is, commercial-
izing r&d through the growth of companies). 
the nordics are among the most innovative 
globally, as evidenced by the fact that all but 
norway occupy a top ten position in the 
global Innovation Index. however, within the 
key competitor group, only sweden and fin-
land are in the top quartile, while Denmark is 
in the bottom half, and norway occupies the 
second-to-last position.

innovation input. Sufficient R&D spending is 
important to driving innovation and, there-
fore, productivity. this is demonstrated by the 
positive correlation between r&d intensity 
(that is, r&d expenditure as a percentage of 
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Exhibit 14 | The Nordics Hold Less Appeal to Foreign Talent Than Their Key Competitors
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gdP) and total factor productivity growth 
(that is, the change in economic output that is 
not accounted for by traditionally measured 
inputs of labor and capital).29 among the nor-
dics, there are some stark differences in terms 
of r&d intensity. (see exhibit 15.) while 
finland and sweden have the second- and 
third-highest r&d intensity within the key 
competitor group, norway has the lowest. 
These differences in R&D intensity also 
appear to have led to differences in innova-
tion output: while sweden and finland have 
the fourth and fifth highest number of 
patents per population in the key competitor 
group, norway has the fourth lowest.

we believe that the relatively low level of 
r&d investment, combined with the lack of 
strong clusters outside oil-related products 
and services, could undermine Norway’s abil-
ity to compete internationally and grow in 
the long run. since the mid-1990s, norway 
has witnessed an underlying slowdown in its 
total factor productivity. this slowdown 
would suggest that during years of resource 
abundance, it did not invest sufficiently in 
other forms of wealth in order to maintain its 

ability to generate similar increases in in-
come when resources are declining.30 there-
fore, fostering r&d and developing clusters 
outside the energy sector will be critical to 
Norway’s ability to continue growing in the 
future.

growth of Companies. when it comes to 
capitalizing on r&d through the growth of 
companies, there are two dimensions to 
assess: one is the level of innovation within 
existing companies; another is the creation of 
new companies based on innovation. along 
these dimensions, the nordics are behind key 
competitors such as Japan, south Korea, and 
switzerland (as shown in exhibit 15). 

the nordics are very different from each oth-
er in terms of where their strengths and 
weaknesses lie in r&d commercialization. 
sweden is the best in the nordics for com-
mercializing innovation within existing com-
panies (as evidenced by the high proportion 
of innovative companies). norway, on the 
other hand, is the best at starting new busi-
nesses (as evidenced by the high number of 
new businesses relative to the population) 
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Exhibit 15 | The Nordics Have Different Strengths When It Comes to Innovation
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while it is weak when it comes to the adop-
tion of innovation within existing companies. 

although a large number of companies are 
“born” in the nordics every year, in terms  
of quality, Norway and Sweden have been 
more successful at creating the so-called ga-
zelle companies (that is, those that have gen-
erated strong employment growth in the ear-
ly years of their formation) than the oecd 
average. By contrast, Denmark and Finland 
have proportionally fewer gazelles among 
start-ups than the oecd average. however, a 
common feature among the nordics is that 
few of these high-growth companies are in 
the high-tech, knowledge-intensive sectors 
that really matter for the economy. further, 
many of these gazelle companies, having 
achieved strong initial growth, have failed to 
grow big.

driving digitization
digitization—the mass adoption of connect-
ed digital services by consumers, enterprises, 
and governments—is the electricity or steam 
engine of our age. all businesses in all sectors 
will have to undergo digital transformation in 
the coming years. to get a glimpse of the 
growing importance of digitization, the digital 
economy in sweden constituted just 6 per-
cent of the swedish gdP in 2010 but grew by 
9 percent a year in real terms between 2010 
and 2013 (while the rest of the economy grew 
by just 1 percent during the same period). 
This is equivalent to having a “mini China” in 
the economy. 31

this trend is already evident in many indus-
tries. for instance, drawing on our experience 
in the retail industry, virtually all growth in 
the swedish retail industry in the next ten 
years is expected to come from the online seg-
ment, while the offline segment is expected to 
stagnate.32 we believe that digitization will 
continue to be a critical driver of future pro-
ductivity gains and therefore economic 
growth. our research on sweden revealed that 
if the average productivity of a company could 
be lifted to the level of the most-digitized 
companies, by 2030, this would translate into 
a staggering 1.5 percentage point annual pro-
ductivity gain—more than offsetting any ad-
verse demographic developments in that time 

frame. this example gives a hint of the enor-
mous productivity potential of digitization. 

the nordics are consistently among the most 
digitized countries in the world. all of them 
occupy a top ten position on BCG’s e-intensi-
ty index, which measures the relative maturi-
ty of Internet economies on the basis of three 
dimensions: enablement, engagement, and 
expenditure. however, while finland and 
norway have slowly improved their rankings, 
denmark and sweden have seen their rank-
ings fall. (see exhibit 16.) renewed effort is 
needed in these countries if they are to main-
tain their leadership positions. given the ef-
fects of digitization on productivity, loss of 
leadership in this area will have negative con-
sequences for these countries’ economic 
strength.

managing the Workforce gap
three interrelated issues—a decline in hours 
worked, rising dependency ratios, and low 
immigrant inflows—combine to challenge 
economic growth in the nordics and the sus-
tainability of the nordic model.

Digitization—the steam en-
gine of our age—will be a key 
driver of productivity gains.

a decline in hours Worked. hours worked 
are a critical short-term lever for funding the 
welfare state (even though they hold limited 
potential for fostering long-term growth due 
to constraints such as the size and structure 
of the population). an aging population will 
have a significant impact on hours worked. 
(see exhibit 17.) the number of hours 
worked per capita is expected to decrease by 
66 hours, on average, across the nordics by 
2030, which is equivalent to losing approxi-
mately 1 million workers in the region. the 
problem is expected to be particularly severe 
in finland, which is projected to see a  
decrease in hours worked per capita of 93 
hours by 2030. Unless productivity dramati-
cally increases, the decline in hours worked 
will hinder economic growth in the nordics.
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Exhibit 16 | The Nordics Hold Strong but Declining Positions in Digitization

Exhibit 17 | Demographics Are Putting Pressure on Dependency Ratios and Hours Worked
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an increase in dependency ratios. an aging 
population will also impair the Nordics’ 
ability to sustain their generous welfare 
systems. with the exception of finland, the 
nordics are lucky to have relatively low 
forecast dependency ratios compared with 
their key peers. even so, projections show 
that, by 2030, there will be, on average, 92 
dependents for every 100 working men and 
women to support in the nordics, in addition 
to supporting themselves. the problem is 
expected to be particularly severe for finland, 
where the number of dependents is projected 
to exceed the number of workers by 2030.

we expect that, across all the nordics, nearly 
2 million additional workers (over and above 
the current projections) will be required by 
2030 in order to maintain our current depen-
dency ratios. (see exhibit 18.) denmark will 
need approximately 430,000 more workers; 
finland will need 510,000; norway, 440,000; 

and sweden, 600,000. another way of looking 
at it is that the nordics will need to increase 
their workforce by between 13 percent (in 
sweden) and 22 percent (in finland) above 
the United Nations’ current forecasts by 2030. 
the workforce gap is an issue not just for the 
nordics, but also for our key competitors; to-
gether, they will need an additional 52 mil-
lion workers by 2030.33

the workforce gap can be managed by in-
creasing labor participation (for instance, by 
raising the retirement age), growing employ-
ment, or increasing immigration. the nordics 
already have relatively long working lives and 
high employment compared with key com-
petitors but would need to leverage their ex-
isting population even more in order to re-
duce reliance on immigration. these levers 
include further increasing the retirement age, 
promoting earlier entry into the workforce, 
and adjusting the financial incentives to at-
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Note: We derived the estimated workforce gap by calculating how many additional workers the nordics’ key competitors will require (over and 
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specific analysis, given that its welfare model is very different from that of the nordics (and less reliant on taxpayers). 

Exhibit 18 | By 2030, the Workforce Gap in the Nordics Will Reach 2 million
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tract more people into work. still, even if 
these measures are implemented, immigra-
tion will likely be the main lever for closing 
the workforce gap.

Low immigrant inflows. as we noted above 
(in the discussion on “attracting talent”), and 
contrary to common belief, the nordics have 
some of the lowest immigrant labor inflows 
relative to population size. however, looking 
at asylum-seeking immigration, we have 
some of the highest levels—asylum seekers 
make up between 20 percent (in denmark) to 
44 percent (in sweden) of our annual in-
flows.34 the nordics will need to attract more 
immigrant labor in order to close the work-
force gap and ensure the sustainability of our 
immigration model. 

the nordics currently have some of the worst 
track records in terms of integrating immi-
grants into the economy. a study by the 

oecd has found that immigrants in the nor-
dics have significantly lower employment 
rates than those who are part of the na-
tive-born population, regardless of their skill 
levels. (see exhibit 19.) In this respect, swe-
den has the worst track record of all the nor-
dic countries. among immigrants with a low 
level of skills, the employment gap between 
immigrants and the native-born population 
ranges from 2 percentage points in finland to 
18 percentage points in sweden. among im-
migrants with a high level of skills, the gap 
ranges from 8 percentage points in finland to 
11 percentage points in sweden.

In parallel to attracting more immigrants, the 
nordics must significantly improve the frame-
work conditions for businesses (in order to 
create job opportunities) as well as make ad-
justments to the welfare model. the nordics 
must also invest more in helping immigrants 
to realize their full potential.
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Exhibit 19 | There Is a Significant Employment Gap Between Immigrants and Native-Born 
Populations
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Today, the Nordics are among the 
wealthiest and happiest countries in the 

world. however, the brightness of these 
“northern lights” is dimming and our 
competitiveness is increasingly becoming an 
illusion when we compare ourselves with our 
key competitors in trade. all four nordic 
countries are facing a similar set of challeng-
es. First, we must regain the uniqueness, 
diversity, and competitiveness of our exports. 
second, we must drive further productivity 
growth, which has been weakened by the 
shift from manufacturing to services and the 
large public sector. third, we must invest 
more in the future instead of spending most 
of our public expenditure on social protec-
tion. and fourth, we must address the 
workforce gap that our aging population will 
create.

It is our firm belief that the nordics can  
reestablish themselves as highly complex 
economies that are adept at creating both 
wealth and well-being in order to become 
the most competitive countries in the world. 
It is equally our belief that transformation is 
necessary for this goal to be achieved. trans-
formation is required for all Nordic countries.  
It is especially urgent for denmark, but fin-
land, norway, and sweden also need to trans-
form in order to avoid slipping into decline.

the transformation agenda should aspire to 
take the Nordics to a top quartile position in 

the key drivers of productivity growth and 
hours worked, while maintaining the core of 
the nordic model. today, the nordics have 
few such top quartile positions to boast of 
while having abundant bottom quartile posi-
tions. (See “Appendix: The ‘Medal League’ of 
competitiveness” for an overview of the nor-
dics’ rankings on more than 40 competitive-
ness metrics.)

the Nordic Agenda
the need to transform is indisputable for  
all four nordic countries if they wish to  
continue to grow and create wealth in the 
ever faster-turning world. however, transfor-
mation is not easy and can fail without prop-
er execution.

Based on our extensive experience helping 
more than 500 institutions worldwide to  
implement their transformations, we have  
developed a proven methodology for  
successful transformation. this methodology, 
which is outlined in the recent BCG report 
Transformation: The Imperative to Change,  
consists of three key components—funding 
the journey, winning in the medium term, 
and building the right team, talent, organi- 
zation, and culture. using this methodology,  
we have identified ten key steps that should 
be high on the nordic transformation  
agenda. we have summarized these ten steps 
below.

trANsformiNg the 
Nordic model
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Funding the journey, which entails four initial 
steps, constitutes the first component of 
BCG’s approach to transformations.

1. Reduce public expenditure’s share of GDP 
by 3 to 9 percentage points in three to five 
years.

2.  get more people into the workforce.

3.  open the labor market.

4. take immediate measures to help business-
es overcome competitive disadvantages.

Winning in the medium term, which requires 
three additional steps, is the second compo-
nent of BCG’s transformation process.

5. Invest more into and get the most out of 
talent, innovation, and digitization.

6. Improve the framework conditions for 
businesses.

7. revitalize the public sector.

the right team, talent, organization, and cul-
ture, which necessitate three further steps, 
make up the third component of BCG’s trans-
formation process.

8. leverage the current workforce/popula-
tion to higher degree.

9. Become a magnet for international talent.

10. Increase the workforce through 
immigration.

transformation framework and 
steps
Below we describe in detail the ten key steps 
that are required in order to enable us to 
regain our competitiveness while defending 
the core values of the nordic model.

Funding The Journey
funding the journey involves employing 
short-term levers to free up resources for fu-
ture investments—we call this “funding mon-
ey.” we see four key priorities for the nordics 
in this stage of the transformation. several 

nordics have already embarked on this part 
of the transformation journey by implement-
ing measures to address some of these priori-
ties, but we don’t see a systematic approach 
to transforming the nordic model.

“funding the journey” frees 
up resources for future  
investments.

1. reduce public expenditure’s share of gdp 
by 3 to 9 percentage points in three to five 
years. with the exception of norway, the 
nordics are currently in the top half of their 
key competitor group in terms of public 
expenditure’s share of GDP. A significant cut 
in public expenditure will be required to 
enable investments in the future and a 
reduction in the tax burden on the Nordics’ 
economies. although high taxes over the past 
decades have seemed almost part of the 
Nordics’ DNA and a useful instrument for 
preserving an equitable society, a reduction 
in the tax burden will be necessary, both for 
incentivizing individuals to acquire more 
skills, be more productive, and work longer as 
well as for fostering business growth. such a 
cut in taxes and reduction in public 
expenditure will have profound impacts on 
our society, but it is critical to preserving the 
nordic model for the next generation. 

the current median level of government ex-
penditure among the Nordics’ key competi-
tors is 49 percent of gdP (in the netherlands 
and the united Kingdom), which we believe 
is a reasonable target for the nordics. to 
reach this level, the nordics need to cut their 
public expenditure’s share of GDP by be-
tween 3 percentage points (in Sweden) and 9 
percentage points (in denmark). to achieve 
this in five years’ time, Sweden and Finland 
need to keep their public expenditure to the 
current levels in absolute terms, while den-
mark needs to cut its public expenditure by 
approximately 2 percent a year. Norway’s 
high public expenditure is partly disguised by 
its high gdP/income from oil (which has 
helped norway to maintain a low ratio of 
public expenditure relative to gdP); it, too, 
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needs to reduce public expenditure from a 
per capita perspective. 

The Nordics’ high level of public expenditure 
should be cut through a combination of out-
sourcing (that is, moving more jobs into the 
private sector), undertaking outright cuts,  
introducing efficiency/lean measures, and  
reducing social protection.

2. get more people into the workforce. Incen-
tivizing even more people to join the work-
force and reducing the cost of social protec-
tion is critical to freeing up the resources 
necessary for funding transformation and 
sustaining the nordic model for future gener-
ations. compared with key competitors, the 
nordics currently have some of the highest 
levels of inactivity in the workforce due to ill-
ness and disability (ranging from 30 percent 
of all inactivity in sweden to 44 percent in 
norway); only finland is close to the median 
of 20 percent. Bringing the Nordics to this 
level would mean adding 0.5 million addi-
tional workers to the workforce across the 
nordics. this objective could be achieved 
through a combination of improving work in-
centives (by reducing the tax burden on work 
and reducing social protection) and providing 
targeted rehabilitation support.

3. open the labor market. another way to 
bring more people into the workforce is to 
open up the labor market—especially the 
low-skilled services sector—in order to create 
job opportunities for the weakest groups in 
our society. while we agree with the need to 
maintain an equitable society, a combination 
of high minimum wages and rigid labor regu-
lations in the nordics today have the undesir-
able consequence of preventing the weakest 
groups in our societies from entering the la-
bor market. finding ways to reduce the mini-
mum wage (or, alternatively, subsidize wages 
or introduce tax incentives for those who are 
working but have low income) would not only 
help open up opportunities for these groups 
but also ease the disadvantage to nordic busi-
nesses of the high cost of low-skilled workers 
(which is a main reason for the outward mi-
gration of manufacturing activities). compa-
nies should also be granted the flexibility to 
scale up and down; however, so far only den-
mark has made headway in this area through 

its flexicurity scheme, leaving the other three 
nordics with significant room to improve.

“Winning in the medium 
term” means securing  
competitive advantage.

4. take immediate measures to help busi-
nesses overcome competitive disadvantages. 
the united states has shale gas and high pro-
ductivity; asia has low-cost labor and an am-
bitious population. the nordics have strong 
mncs and are good innovators but also need 
competitive production costs to retain the 
mncs and to commercialize these innova-
tions domestically in order to get the most 
benefit out of them. competitive production 
costs are particularly important for small 
economies such as those in the nordics, be-
cause limited domestic markets make us 
more reliant on trade to create wealth. high 
labor and other production costs are cited by 
top danish business leaders as two of the 
main barriers for investing in the region. we 
need to address high labor costs by increasing 
labor market flexibility (see recommendation 
three). high production costs could be partly 
mitigated by, for instance, reducing the ener-
gy tax for more industries (especially manu-
facturing industries) in order to prevent the 
further exodus of these industries. finally, ac-
cess to talent is a main incentive for private 
enterprises to invest in the nordics, and this 
is another area in which more could be done 
(see recommendations five and eight).

Winning In The Medium Term
winning in the medium term means securing 
competitive advantage through improving ed-
ucation, fostering innovation, driving digitiza-
tion, increasing public sector productivity, 
and creating world-class conditions for busi-
nesses in which they can thrive. to do so, the 
nordics need to invest the “funding money” 
derived from the initial stage of the transfor-
mation into these critical areas.

5. invest more into and get the most out of 
talent, innovation, and digitization. the nor-
dics need to get better value from their edu-
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cation systems. first, they must take steps to 
halt the decline in academic performance 
among youths and to attain results that are 
commensurate with spending. (here, bench-
marking against parts of Finland’s model 
should be done more systematically, and a 
more targeted action plan should be put into 
effect across the nordics.) second, the incen-
tives for tertiary education need to be in-
creased in order to ensure that resources are 
appropriately allocated to developing the 
right skills that can be employed in val-
ue-adding activities. In other words, we need 
to encourage our youths to pursue technical 
disciplines such as science and engineering in 
order to drive high productivity and innova-
tive sectors of our economy.

The Nordics need to redirect 
more public resources into 
forward-looking investments.

In innovation, norway needs to increase r&d 
spending as a share of gdP by 1.7 percentage 
points in order to reach a level comparable to 
its nordic neighbors. all the nordics need im-
prove the commercialization of r&d. as part 
of this effort, denmark and (especially) fin-
land must do more to foster entrepreneurship 
and look to the united Kingdom, norway, and 
sweden as benchmarks for new business den-
sity (that is, the number of new companies 
per working age person in the population). 
the nordics must also strive to have more in-
novative enterprises; here a relevant bench-
mark is germany (where 79 percent of enter-
prises are innovative compared with just 44 
percent to 60 percent in the nordics). 

last but not least, all the nordics must con-
tinue driving digitization. they should all aim 
to be in the top five in BCG’s e-intensity in-
dex (so far, only denmark and sweden have 
attained this position). 

6. improve the framework conditions for busi-
nesses. framework business conditions must 
be significantly improved in order to enable 
mncs to stay, foreign mncs to invest, smes to 
grow, new businesses to start, industry clus-

ters to thrive, and all to innovate. all four nor-
dic countries are currently in the bottom half 
or bottom quartile of the key competitor 
group in areas such as infrastructure and the 
efficiency of the goods market. In order to re-
main competitive, the nordics must strive to 
be in the top quartile of the key competitor 
group when it comes to these framework con-
ditions. a key priority in the medium term is, 
therefore, to invest more in our infrastructure. 

three out of four nordics (sweden, finland, 
and denmark) are in the bottom half of our 
key competitor group in terms of the invest-
ment share of government expenditure. the 
average investment share of the top quartile 
of the key competitor group (excluding south 
Korea)—that is the united Kingdom, the 
netherlands, Japan, and the united states— 
is about 10 percent. Bringing Sweden, Fin-
land, and denmark to this level would mean 
a total additional investment of €19 billion a 
year.35 to make this happen, the nordics will 
need to redirect more public resources into 
forward-looking investments instead of  
backward-looking social protection. denmark 
will need to increase government investment 
by 130 percent, Finland by 71 percent,  
Sweden by 43 percent, and Norway by  
24 percent.

7. revitalize the public sector. the public sec-
tor needs to be revitalized further in order to 
minimize the impact of lower public expendi-
ture on the quality of public services. To do 
so, we need to instill measurements of pro-
ductivity and focus on the outcome of our 
public services. this could be achieved by de-
veloping a value-based approach for evaluat-
ing public sector performance (that is, mea-
suring public services on the basis of 
outcomes rather than just focusing on inputs/
costs) in key services areas such as health 
care, education, and public order. (an exam-
ple would be the development of value-based 
health care in sweden.)

also, the public sector could benefit from 
lean methods, digitization (as in denmark), 
and being exposed to greater competition. 
given the size of the public sectors in the 
nordics, even small annual productivity im-
provements would have a significant positive 
impact on the Nordics’ overall economy.
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Securing The Right Team, Talent, 
Organization, And Culture
securing the right team, talent, organization, 
and culture is essential to successful trans- 
formation for both businesses and countries 
alike. the nordics are well positioned to 
transform thanks to their progressive  
culture, strong democratic institutions, and 
low levels of corruption. we see three clear 
priorities.

8. Leverage the current workforce/population 
to higher degree. Aside from quick fixes to 
get more people into the workforce as part  
of funding the journey, the nordics must  
also consider longer term measures that will 
expand the work force. 

as a goal, the nordics should aim to increase 
hours worked per capita to the levels in  
canada and switzerland. to do so, denmark 
needs to increase hours worked per capita by 
24 percent, finland by 19 percent, norway by 
17 percent, and Sweden by 13 percent.36

we see three main levers that they can pull 
to achieve this goal. first, the nordics could 
reduce the proportion of the working age 
population that is participating in academic 
studies by promoting early entry into the 
workforce. (this could be achieved by 
incentivizing students to complete their 
studies in a more timely fashion than they do 
now or by downplaying the notion that as 
many as possible should attain a master 
degree.) 

second, more retirement-age people should 
be encouraged to stay in or reenter the 
workforce through tax or other income 
incentives or by eliminating disincentives;  
an increase in the retirement age is, of  
course, needed as the average life expectancy 
increases. 

third, the nordics must invest more in 
minimizing the employment gap between 
immigrants and the native-born population—
and good benchmarks are to be found as 
nearby as switzerland and the united 
Kingdom. If these levers are not pulled, we 
need to either compensate with increased 
immigration or significantly increased 
productivity.

Increasing hours worked per capita 
represents a trade-off between promoting 
economic growth and promoting well-being. 
In other words, the nordic people can choose 
to work fewer hours but then they must 
accept a lower standard of living as a 
consequence, unless productivity is 
dramatically increased to compensate for  
the fewer number of hours worked.

9. become a magnet for international talent. 
the nordics must secure more than our fair 
share of international talent. for this to hap-
pen, a talent management strategy needs to 
be created. a key element of this strategy 
should be to become more proactive at at-
tracting talent. for instance, we need to de-
velop more internationally competitive edu-
cational institutions and give out targeted 
scholarships in order to attract international 
students. once they have completed their 
studies, we need to actively encourage them 
to remain by improving immigration and 
work permit procedures. 

In addition, we need to market ourselves 
more aggressively to professionals in areas in 
which we have a talent shortage and ensure 
that we can provide world-class living and 
working conditions to attract them to our  
region.

The Nordics need 2 million 
more workers by 2030 to  
sustain the Nordic model.

as a goal, the nordics must strive to be in the 
top half of our key competitor group when it 
comes to attractiveness to international tal-
ent. we need to significantly increase the 
share of international students in our tertiary 
education system to top quartile levels—that 
is, around 35 percent compared with the cur-
rent 9 to 20 percent. In addition, we need to 
increase the inflow of immigrant labor to at 
least the median level of our key competitors 
(that is, around 0.5 percent of our population 
per year) from our current low levels (0.2 per-
cent in finland and 0.4 percent in denmark 
and sweden).
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10. increase the workforce through immigra-
tion. to maintain our current dependency ra-
tios, nordics will need to add 2 million work-
ers to our workforce by 2030 (16 percent 
more workers than the current forecast work-
force). depending upon our success in meet-
ing the goals set forth in recommendation 
eight, we will need to expand the workforce 
by increasing immigrant labor in order to 
achieve this target. 

Ambitious goals and vast 
Benefits
transforming our model can bring vast bene-
fits to the nordics. we stand to gain a signifi-
cant increase in gdP growth by catching up 
with the top quartile of our key competitor 
group in terms of the key levers of economic 
growth. denmark and finland have the most 
to gain from transformation. Based on our es-
timates, they have the potential to increase 
annual real gdP growth by an additional 1.5 
to 2 percentage points, respectively, if they 
are able to catch up with the top quartile per-
formers. sweden and norway have the poten-
tial to achieve an increase of 1 to 1.5 percent-

age points. catching up with these 
top-quartile performers means that the Nor-
dics must find an additional 2 million full-
time equivalent jobs in the Nordics by 2030. 
this target could be reached by following our 
recommendations to enable businesses to 
grow, bring more people into work, and in-
crease labor immigration.

the above are ambitious goals. however, they 
are not unrealistic if the nordics can trans-
form their economies and accept certain ad-
justments to the Nordic model. BCG does not 
claim our recommendations to be the only 
steps that need to be taken to reach these 
goals—for that to happen, many other chang-
es also need to occur that are beyond the 
scope of this report. however, our recommen-
dations will bring the nordics one step closer 
to creating the next wave of success.
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We created eight “disciplines” (or 
dimensions), encompassing 43 individu-

al “events” (or metrics) to compare the nordics 
against their key competitors. these disci-
plines include the structural balance of the 
economy, the health of mncs and smes, the 
level of fdI, the size of the public sector, the 
quality of framework conditions for business-
es, the robustness of productivity drivers (that 
is, talent, innovation, and digitization) and, last 

but not least, the demographic and labor 
market status of key competitors.

disappointingly, the nordics managed to win 
very few medals. (see appendix I, exhibit 1.) 
sweden is the clear winner among the nor-
dics, with ten medals across diverse disci-
plines, while denmark is last, with just one 
medal (a strong one, however, as denmark 
has the strongest fortress mncs). norway 

AppeNdix i
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Source: bCg analysis.
Note: the “Medal League” has been constructed from rankings in 43 “disciplines” or metrics. in the boxes in the left-hand graph, the numbers 
indicate how many gold, silver, or bronze medals were won, as well as instances of a bottom-three ranking among the key competitor group.
1the bCg net competitiveness score has been derived by weighting key competitor rankings on 43 metrics. rank number one was weighted by 
three points, rank number two by two points, and rank number three by one point. the three bottom rankings were weighted by –1, –2, and  
–3 points, respectively.

Exhibit 1 | Nordics Win Few Medals and Occupy a Bottom-Three Position in Many Metrics
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wins several medals in disciplines such the 
health of its corporate sector and demograph-
ic/labor market conditions, while finland is 
strong in institutions, financial market condi-
tions, and talent development.

however, putting the number of medals aside, 
what is even more alarming is the fact that 
the nordics are in the bottom three of the key 
competitor group in a variety of metrics 

across multiple competitiveness dimensions. 
(see appendix I, exhibit 2.) this highlights 
that the imperative to transform applies to all 
nordic countries since our low positions on 
these metrics give us a competitive disadvan-
tage vis-à-vis our key competitors. we believe 
that a failure to address these competitive dis-
advantages can have dire consequences for 
the nordics, as competitiveness in these eight 
disciplines correlates with gdP growth.37

Exhibit 2 | The Nordics Are in the Bottom Quartile of Their Key Competitor Group on a Large 
Number of Metrics
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Source: bCg analysis.
Note: only intra-nordic comparison is available for metrics 5 through 9 and 12.
1tsr is calculated as the average annual return of the largest listed companies in each nordic country in the past 20 or past 5 years to July 30, 
2014. these companies are selected based on their market capitalization, as of July 30, 2014. For companies with more than one share class, only 
the most liquid share class is included.
2proportion of large listed companies that can be classified as fortresses—that is, those that enjoy competitive stability and competitive premium. 
3bCg e-intensity index 2012.
4“First” corresponds to a gold medal in the “Medal League”; “second” corresponds to a silver medal, and “third” corresponds to a bronze medal.

Appendix 2 | The Nordics Are in the Bottom Quartile of Their Key Competitor Group on a Large 
Number of Metrics
(continued)
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1. The statement on the Nordics’ economies 
is based on economist Intelligence unit data 
on gdP per capita in u.s. dollars at 
purchasing power parity. the source of the 
information on the Nordics’ happiness is the 
“World Happiness Report 2013.” Denmark is 
ranked number one in terms of happiness; 
norway is ranked number two; sweden is 
number five; and finland is number seven.

2. Key competitors are defined as economies 
in which the top export markets are similar 
to those of the nordics. they consist of a mix-
ture of world-leading advanced industrial 
economies (for example, france, germany,  
Japan, the united Kingdom, and the united 
states) and small, open, complex economies 
that bear similarities to the nordics (for ex-
ample, Austria, Belgium, Canada, the Nether-
lands, south Korea, and switzerland).

3. Services include wholesale and retail trade, 
restaurants and hotels, transport and storage, 
communications, finance, insurance, real es-
tate and business services, and community, 
social, and personal services.

4. The percentages quoted are for companies 
with 250+ employees. however, labor produc-
tivity (measured as output per employee) is 
lower in services than in manufacturing for 
virtually all enterprise-size classes across the 
nordics. see oecd, “entrepreneurship at a 
Glance 2013.”

5. the data refers to general government  
employment as a percentage of the work- 
force in 2011. see oecd “government at a 
Glance 2013.”

6. see oecd tax statistics database, general 
tax revenue as a percentage of gdP (2011) 
and oecd general government accounts  
database (data from 2011).

7. the data shows the ratio between the in-
vestment share of general government expen-
diture (as of 2009) and social protection’s 
share of general government expenditure (as 
of 2011). general government investment in-
cludes gross fixed capital formation and capi-
tal transfers. gross fixed capital formation 
consists mainly of road infrastructure, but 
also includes such infrastructure as office 
buildings, housing, schools, and hospitals. 
capital transfers consist of investment grants 
paid by government and other capital trans-
fers. oecd, “government at a glance 2011.”

8. BCG analysis of data from the OECD, 
“world Population Prospects: the 2010 revi-
sion” and the Population division of the de-
partment of economic and social affairs of 
the united nations secretariat.

9. we derived the estimated workforce gap by 
calculating how many additional workers will 
be required (over and above the current 
workforce forecast) by 2030 in order to main-

AppeNdix ii
eNDNoTes
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tain the Nordics’ dependency ratios (that is, 
the ratios of dependents to the working pop-
ulation) at their current levels: denmark, 77 
percent; finland, 85 percent; norway, 72 per-
cent; and sweden, 80 percent. we derived the 
current workforce forecast from the united 
Nations’ population forecast and OECD data 
on employment levels. The United Nations’ 
population forecast assumes a medium fertili-
ty rate, and we have assumed that employ-
ment levels are kept constant.

10. see oecd, national accounts database.

11. BCG’s analysis is based on data from The 
Conference Board.

12. our findings are based on an analysis of 
the World Economic Forum’s Global Compet-
itiveness Index, in which the nordics are re-
ranked with their key competitors only. the 
Nordics’ overall ranking is derived from a 
straight average of their respective rankings 
in each of the 12 dimensions (or “pillars”) of 
competitiveness, as defined by world eco-
nomic forum.

13. The difference in the overall infrastruc-
ture quality score between the most competi-
tive and the thirtieth most competitive coun-
try assessed in the World Economic Forum’s 
global competitiveness Index narrowed from 
34 percent in 2006/2007 to 27 percent in 
2013/2014. The difference in the technologi-
cal readiness score between the most compet-
itive and the thirtieth most competitive coun-
try narrowed from 35 percent to 10 percent 
during the same period. see world economic 
forum, global competitiveness report.

14. see martin reeves and mike deimler, 
“adaptability: the new competitive advan-
tage,” Harvard Business Review, July 2011.

15. large businesses are defined as those 
with more than 250 employees. see eurostat, 
Structural Businesses Statistics. 

16. these 182 companies are featured in 
BCG’s “Value Creators Report 2014: Nordic 
addendum.”

17. tsr was calculated as the average annual 
return in a time period (for example, the past 

20, 10, 5, or 2 years to July 30, 2014. The sam-
ple consisted of the 182 largest listed compa-
nies in the nordics, by market capitalization, 
as of July 30, 2014). For companies with more 
than one share class, only the most liquid 
share class is included.

18. see the danish agency for science, tech-
nology and Innovation, the Impacts of clus-
ter Policy in denmark: an Impact study on 
Behaviour and Economical Effects of Innova-
tion network denmark (2011).

19. see Revitalizing Nordic Manufacturing: Why 
Decisive Action Is Needed Now, BCG report, Au-
gust, 2013.

20. see trade union news from finland, “fi-
nancial crisis 2007-2010: major finnish multi-
nationals continue to expand abroad,” sep-
tember 2013. 

21. The Nordics’ key European competitors 
are Austria, Belgium, France, Germany, the 
netherlands, and the united Kingdom.

22. see eurostat, sme performance review 
2013/2014 statistics.

23. BCG’s analysis is based on data from Cap-
ital IQ and orbis. top companies in each 
country are defined as the biggest publicly 
listed companies that, together, constitute 
about 95 percent of all listed companies, by 
market capitalization, in their respective 
country. 

24. oecd, foreign direct Investment statistics.

25. this analysis is based on rankings from 
the World Economic Forum’s Global Compet-
itiveness report. the nordics all rank below 
the top five in the key competitor group in 
terms of infrastructure, the efficiency of their 
goods markets, and market size. In addition, 
all but denmark rank below the top five in 
terms of labor market efficiency. and all but 
finland rank below the top five when it 
comes to health and primary education. 

26. See OECD, “Education at a Glance 2013” 
(data as of 2011). countries that are in the 
top half of the key competitor group are 
south Korea (64 percent), Japan (59 percent), 
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canada (57 percent), the united Kingdom 
(47percent), norway (47 percent), the united 
States (43 percent), and France (43 percent).

27. see oecd, economic surveys: denmark 
( January 2014).

28. see Qs world university rankings, 
2014/2015.

29. see oecd, analytical database; oecd, 
long-term scenarios database; and oecd, 
main science and technology Indicators. the 
OECD’s calculations are based on Johansson 
et al., “long-term growth scenarios,” oecd 
economics department working Papers, no. 
1000, 2012.

30. See OECD, Economic Surveys: Norway 
(2014).

31. See Digital Sweden: How Consumers Are Set-
ting the Pace and Creating Opportunities for 
Businesses, BCG report, May 2013. 

32. Online retail is expected to grow at about 
10 percent a year between 2013 and 2022, 
while offline retail is expected to grow at less 
than 1 percent a year. BCG estimates and 
analysis are based on data from statistiska 
Centralbyrån (SCB) and Svensk Handel.

33. We derived the estimated workforce gap 
by calculating how many additional workers 
the Nordics’ core competitors will require 
(over and above the current workforce fore-
cast) by 2030 in order to maintain their cur-
rent dependency ratios. we derived the cur-
rent workforce forecast from the united 
Nations’ population forecast and OECD data 
on employment levels. The United Nations’ 
population forecast assumes a medium fertili-

ty rate, and we have assumed that employ-
ment levels are kept constant. the united 
states is excluded from the key competitor 
group for this specific analysis, given that its 
welfare model is very different from that of 
the nordics (and less reliant on taxpayers). 

34. BCG’s analysis, based on information 
from the oecd International migration  
database, shows that between 20 percent (in 
denmark) and 44 percent (in sweden) of the 
Nordics’ average annual immigrant inflows 
(between 2000 and 2011) are asylum seekers 
as compared with the key competitor group’s 
average share of just 18 percent.

35. Our calculations are based on 2009 data 
from the OECD’s “Government at a Glance 
2011.”

36. These percentage points represent the  
estimated gaps in hours worked per capita 
between the nordics, on the one hand, and 
switzerland and canada, on the other, in 
2030. We derived the forecast hours worked 
per capita from the United Nations’ popula-
tion forecast and The Conference Board’s 
data on hours worked. The United Nations’ 
population forecast assumes a medium fertili-
ty rate, and we have assumed that hours 
worked per worker are kept constant.

37. The BCG competitiveness score has been 
derived by weighting key competitor rankings 
on 43 metrics. Rank number one was weight-
ed by three points, rank number two by two 
points, and rank number three by one point. 
the three bottom rankings were weighted by 
–1, –2, and –3 points, respectively.
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The Boston Consulting Group 
publishes many reports and articles 
on transformation and the nordics 
that may be of interest to senior 
executives. examples include:

Transformation: The Imperative 
to Change 
a report by the boston Consulting 
group, november 2014

Decoding Global Talent: 200,000 
Survey Responses on Global 
Mobility and Employment 
Preferences
a report by the boston Consulting 
group, october 2014

The Value-Based Hospital: A 
Transformation Agenda for 
Health Care Professionals 
a report by the boston Consulting 
group, october 2014

Unlocking New Sources of Value 
Creation 
a report by the boston Consulting 
group, september 2014

National Strategy for Sweden: 
From Wealth to Well-Being
a report by the boston Consulting 
group, september 2013

Revitalizing Nordic 
Manufacturing: Why Decisive 
Action Is Needed Now
a report by the boston Consulting 
group, august 2013

Digital Sweden: How Consumers 
Are Setting the Pace and 
Creating Opportunities for 
Businesses
a report by the boston Consulting 
group, May 2013

for further reAdiNg
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