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FINLAND

BACKGROUND: Prime Minister Juha Sipilä of the Centre Party formed a coalition with the Eurosceptic 
conservative Finns Party and center-right National Coalition Party following elections in April 2015. Finland 
joined the European Union in 1995 and adopted the euro in 1999. It became a member of NATO’s Partner-
ship for Peace in 1994 and sits on the Euro–Atlantic Council. In 2014, Finland became one of five nations 
to deepen their cooperation with NATO as enhanced opportunity partners. Recent Russian aggression 
against Ukraine has prompted renewed public debate about full NATO membership. Declining exports and 
flagging business for key Finnish companies have negatively affected the economy.

F inland’s economy is characterized by openness and transpar-
ency. The quality of the legal framework is among the world’s 

highest, providing effective protection of property rights. The 
rule of law is well maintained, and a strong tradition of minimum 
tolerance for corruption continues.

Over the past five years, the economy has experienced eco-
nomic slowdown and uncertainty. Efforts to restore economic 
growth, increase competitiveness, and reduce public debt 
continue to be at the top of the policy agenda. Government 
spending accounts for over half of GDP and has proven to be 
a drag on the economy instead of a stimulus, and public debt 
continues to rise.

NOTABLE SUCCESSES:
Rule of Law, Open Markets, and 

Business Freedom

CONCERNS:
Labor Freedom, Government 

Spending, and Tax Policy

OVERALL SCORE CHANGE 
SINCE 2013:

0.0

POPULATION: 
5.5 million

GDP (PPP): 
$225.0 billion
0.4% growth in 2015
5-year compound 
annual growth 0.0%
$41,120 per capita

UNEMPLOYMENT: 
9.6%

INFLATION (CPI): 
–0.2%

FDI INFLOW: 
$8.3 billion

PUBLIC DEBT: 
62.4% of GDP
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Finland has one of the world’s strongest property 
rights protection regimes and adheres to many inter-
national agreements intended to protect intellectual 
property. Contractual agreements are strictly honored. 
The quality of the judiciary is generally high. Corrup-
tion is not a significant problem in Finland, which 
was ranked second out of 168 countries surveyed in 
Transparency International’s 2015 Corruption Percep-
tions Index.

The top personal income tax rate is 31.8 percent, 
and the top corporate tax rate is 20 percent. Other 
taxes include a value-added tax and a tax on capital 
income. The overall tax burden equals 43.9 percent 
of total domestic income. Government spending has 
amounted to 58 percent of total output (GDP) over the 
past three years, and budget deficits have averaged 
3.1 percent of GDP. Public debt is equivalent to 62.4 
percent of GDP.

The efficient business framework is conducive to 
innovation and productivity growth. The labor market, 
however, is characterized by high costs and burden-
some regulations. The nonsalary cost of employing a 
worker is high, and the severance payment scheme 
remains costly. The government has reduced spending 
on subsidies for wind power and has cut entitlements 
and welfare spending in response to increased deficits.

Trade is important to Finland’s economy; the 
value of exports and imports taken together equals 
74 percent of GDP. The average applied tariff rate 
is 1.5 percent. Finland generally welcomes foreign 
investment, but state-owned enterprises distort the 
economy. The financial sector, with sound regulations 
that encourage prudent lending practices, provides a 
wide range of services.
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