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Finland: Productivity 

Finnish productivity suffered sizeable adverse impacts from the Great Recession, declining both in absolute terms 

and relative to leading OECD economies (André and Chalaux, 2016). Real GDP per hour worked grew at a 0.2 

percent rate annually over the period 2010-14, largely behind the OECD average rate of 0.8 and the Euro area average 

of 1.0%. However, Finland improved in the following years, as real GDP per hour worked grew at a 1.6% rate annually 

over the period 2014-17, ahead the OECD average rate of 0.9% (OECD, 2019). The pandemic and the related 

measures implemented to control the spread of COVID-19 caused the economy to shrink in 2020, albeit less than in 

most other OECD countries. GDP is expected to drop by 3.3% in 2020 and is projected to expand by 2.1% in 2021 

and 1.8% in 2022 (OECD, 2020). 

Looking beyond these aggregate figures is crucial, as aggregate outcomes are driven by individual firms and there 

exist large productivity disparities across them, even within the same country and narrowly defined industry. This 

issue of OECD Insights on Productivity and Business Dynamics investigates the structural productivity patterns of 

Finnish firms in manufacturing and non-financial market services. The analysis relies on data from the OECD 

MultiProd project to help understand the micro-drivers of aggregate productivity in Finland (Box 1). It is based on 

long-term patterns and trends over the period 2002-12 and, thus, does not cover recent changes. However, the 

patterns highlighted may help identify structural strengths and weaknesses to inform policy-makers in their effort 

to build back better after the global pandemic. 

The MultiProd data show that labour productivity within Finnish manufacturing industries grew at par with other 

OECD countries over the period 2001-12, but decreased within service industries. The data also indicates that within-

industry productivity dispersion has increased markedly in Finland to an extent comparable with other OECD 

countries, but from a lower level. Conversely, wage dispersion has remained particularly compressed over the period 

of analysis. 

 

Highlights 

 Labour productivity within Finish manufacturing industries grew at par with other OECD countries over 

the period 2001-12, but decreased within service industries.  

 The level of within-industry productivity dispersion is lower than in other OECD economies, but increased 

over the period. 

  The increase in within-industry productivity dispersion comes from bottom firms falling behind in 

manufacturing, but from top firms’ relatively good performance in services.  

 The relationship between wages and productivity appears weaker in Finland than in the benchmark of 

other OECD countries.  
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Despite the recent rebound, productivity growth has remained disappointing in Finland (OECD, 2020). Recovery 

policies to be implemented after the COVID-19 pandemic should aim at boost productivity growth, in particular to 

preserve the high quality of Finnish welfare provisions supported by its high level of public spending, with spending 

on social protection the highest as a share of GDP among OECD countries (OECD, 2019). Productivity growth could 

also help accommodate the impact of demographic pressures on public budgets. Subdued productivity growth is in 

part a reflection of structural changes in the economy as well as diminishing growth within some industries (Bank 

of Finland, 2018b). In particular, the Finnish economy has shifted to services and downsized in industries such as 

electronics and forestry (OECD, 2016). 

 

Productivity growth

Finland had strong productivity growth from the 1990s to the mid-2000s. The crisis, however, had a significant 

damaging impact with growth in multifactor productivity and labour productivity nearing a standstill (Bank of 

Finland, 2018a).  

The MultiProd data confirm that there is room for productivity improvement in Finland, especially in services 

(Figure 1). While average labour productivity within manufacturing industries grew at a similar rate to other OECD 

countries, it declined in non-financial market services. Specifically, within-industry labour productivity growth 

stagnated until the Global Financial Crisis in services, before declining over the rest of the period, falling behind 

benchmark countries. In 2012, it is at a lower level than in 2001 and a considerably lower level than in 2004. The 

relatively weak performance in service industries, combined with the country’s transition away from manufacturing 

and towards a service economy, help explain the disappointing aggregate productivity performance (Bank of 

Finland, 2018b).   

 

Figure 1. Cumulative change in within-industry labour productivity 

Manufacturing and non-financial market services 

Finland vs benchmark countries, 2001-12 

 

 

Finland can boost productivity growth by further improving framework policies to favour an efficient reallocation of 

labour and capital resources towards the most productive and innovative firms and to allow downsizing and exit of 

inefficient firms. Streamlining regulations has been a key government objective in recent years and Finland enjoys 

a business-friendly environment. The OECD Product Market Regulation (PMR) indicators are overall less restrictive 
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than the OECD average with only the Netherlands the United Kingdom having significantly leaner regulations. 

Finland has more restrictive OECD PMR indicators related to government involvement in network sectors and the 

scope of state-owned enterprises. Effective regulations are essential to ensure functioning markets, however 

excessive regulations can lower productivity and distort the allocation of resources. Areas where Finnish regulations 

may be unnecessarily burdensome include retail trade, network industries, construction and land-use planning 

(André and Chalaux, 2016). Moreover, reinforcing cooperation between large firms, SMEs and public institutions 

would allow for strengthening SMEs’ access to research and availability to expand on foreign markets (OECD, 2018).  

 

 

Box 1. The MultiProd project 

MultiProd provides a unique comprehensive overview of within-industry productivity patterns across countries over 

the last two decades. It extends productivity analyses beyond aggregate industry performance and focuses on the 

underlying dynamics and developments within industries.  

The MultiProd project relies on a distributed microdata approach to access representative firm-level data while 

respecting the confidentiality of the underlying data sources, in collaboration with experts from National Statistical 

Offices within the MultiProd network. The resulting micro-aggregated database is harmonised across countries and 

over time, hence suitable for international comparisons.  

MultiProd focuses on manufacturing and non-financial market services (“services” for brevity) in order to enhance 

cross-country comparability. The definition of these two macro-sectors (“sectors” for brevity) follows a customised 7-

sector aggregation of ISIC Rev.4/NACE Rev.2 industrial classification. Detailed industries within sectors (“industries” 

for brevity) follow the SNA A38 classification. The analysis excludes the Coke and Refined Petroleum industry and 

the Real Estate industry.  

The present analysis compares Finland to a “benchmark” group of countries for which MultiProd data are available, 

namely Australia, Austria, Belgium, Canada, Chile, Denmark, Finland, France, Germany, Hungary, Ireland, Italy, 

Japan, Luxembourg, the Netherlands, Norway, New Zealand, Portugal, Sweden and Switzerland.  

Figures are for the period for which data are available for Finland, namely 2001-12. Results presented here are from 

the MultiProd database as of September 2019. The underlying data source for Finland is the Structural Business 

Statistics data complemented with the Tax Administration’s corporate taxation records and Statistics Finland’s 

Business Register. Owing to methodological differences, figures may deviate from officially published national 

statistics.  

See Desnoyers-James, Calligaris and Calvino (2019) for further details on the MultiProd data; see Berlingieri et al. 

(2017) for details on the methodology. 

 

Productivity dispersion 

There are large disparities in productivity between firms across OECD countries, even within narrowly defined 

industries. Moreover, productivity dispersion –usually measured by 90-10 productivity ratio, which compares the 

productivity level at the 90th percentile of the distribution (“the top”) to the productivity level at the 10th percentile 

(“the bottom”)– increased across OECD countries since the early 2000s, even within country-industry pairs 

(Andrews, Criscuolo and Gal, 2016; Berlingieri, Blanchenay and Criscuolo, 2017). 1  

Labour productivity dispersion increased slightly less than that of other OECD countries over the period of analysis 

(Figure 2). After a quick decrease in the early 2000s, corresponding to a slowdown in economic growth, the 

productivity differential between firms at the top and firms at the bottom rose from 2003 until the Great Recession, 

while the later years covered showed signs of trend reversal in manufacturing and stabilisation in services.  
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Figure 2. Cumulative change in within-industry labour productivity dispersion 

Manufacturing and non-financial market services 

Finland vs benchmark countries, 2001-12 

 

In principle, a rise in productivity dispersion can come from (i) improving performance at the top, due e.g. to 

augmented knowledge and technology adoption, or (ii) worsening performance at the bottom, due e.g. to the 

weakening of technology diffusion. The MultiProd data allow to disentangle these two effects by looking at 

productivity growth at the top (90th percentile), middle (median) and bottom (10th percentile) of the productivity 

distribution. Results show that, in manufacturing, the increase in the dispersion comes from the bottom falling 

behind, whereas in services it arises from a relatively better performance of top firms (Figure 3). The pattern 

observed in Finnish service industries contrasts with that observed in other OECD countries over the first decade of 

the 2000s.  

 

Figure 3. Cumulative change in labour productivity at different parts of the distribution  

Manufacturing and non-financial market services 

Finland vs benchmark countries, 2001-12 
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Productivity and wages  
Recent OECD work shows the existence of a strong within-industry correlation between wages and productivity 

(Berlingieri, Calligaris and Criscuolo, 2018). The MultiProd data indicates that Finland has a comparatively low level 

of within-industry productivity dispersion in manufacturing and, most notably, in services (Figure 4). This is 

reflected in the relatively weak wage-productivity premium compared to that of the benchmark OECD countries 

(Figure 5). 

 

Figure 4. Average dispersion of productivity within industries 

Manufacturing and non-financial market services 

Finland vs benchmark countries, 2001-12 

 

 

 

Throughout the last decade, Finland’s wage increases have been misaligned with productivity growth within sectors 

(IMF, 2017).    

Finland is one of the least unequal among all OECD countries and is characterised by a compressed wage structure, 

i.e. low-skilled workers earn relatively well, while high-skilled workers’ productivity does not fully translate into 

higher wages (OECD, 2016). The weaker relationship between firm-level wages and productivity distributions may 

be the consequence of comparably lower flexibility in wage determination, suggesting policy attention to inequality 

and inclusive growth. The resulting misalignment between wage increases and productivity growth, however, may 

ultimately weigh on aggregate productivity growth, by reducing the incentives to allocate labour resources to their 

most efficient uses (IMF, 2017). 
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Figure 5. Average wage by labour productivity quantile relative to the top decile  

Manufacturing and non-financial market services 

Finland vs benchmark countries, 2001-12 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Notes
1 The 90-10 productivity ratio is an intuitive measure of the spread of the productivity distribution. It is defined as the ratio between the 90th and 
the 10th percentile of the productivity distribution. A ratio of X is interpreted as follows: firms at the top of the productivity distribution, proxied by 
firms at the 90th percentile, are X times as productive as firms at the 10th percentile. 
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OECD Insights on Productivity and Business Dynamics 

The global productivity slowdown and the simultaneous decline in business dynamism has prompted widespread 

policy concern. Productivity is the ultimate driver of living standards improvements in the long run, whereas a 

dynamic business environment is key in enabling job creation. Persisting negative trends can increase earnings 

inequalities and exacerbate pressures on governments’ budgets, thus threatening social cohesion and political 

stability. 

While most existing analysis of productivity and business dynamics rely on macro-aggregated data, the OECD 

MultiProd and DynEmp projects utilise a distributed microdata methodology to construct unique sets of harmonised 

micro-aggregated statistics from confidential firm-level data. The resulting databases allow studying the role of 

individual firms in driving aggregate outcomes and explaining the observed macro trends across countries and over 

time. 

OECD Insights on Productivity and Business Dynamics is a series of country profiles with a focus on the micro-

drivers of aggregate productivity and job creation. It makes available, to wider audiences, analytical material from 

the MultiProd and DynEmp databases that was prepared for use within the OECD.  

Comment on this country profile is invited and may be sent to OECD, 2 rue André Pascal, 75775 Paris Cedex 16, 

France, or by e-mail to multiprod@oecd.org. 

Please cite this country profile as:  

OECD (2020), “Finland: Productivity”, OECD Insights on Productivity and Business Dynamics, December 2020. 
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