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FINLAND 
 

The OECD Regional Outlook reviews recent trends, policy developments, and prospects across OECD 

regions, including the underlying causes driving regional inequalities in performance and well-being. 

The report offers evidence, guidance and policy recommendations on how to improve competitiveness 

and productivity, promote inclusive growth, accelerate the net-zero transition and raise well-being 

standards through effective regional development policy and multi-level governance. 

  

Territorial definitions 

The data in this note reflect different sub-national geographic levels in OECD countries. In particular, 

regions are classified on two territorial levels reflecting the administrative organisation of countries: 

large regions (TL2) and small regions (TL3). In Canada, TL2 corresponds to the provinces and 

territories. 

Small regions are classified according to their access to metropolitan areas (Fadic et al. 2019). The 

typology classifies small (TL3) regions into metropolitan and non-metropolitan regions according to 

the following criteria: 

• Metropolitan regions, if more than half of the population live in a FUA. Metropolitan regions 

are further classified into metropolitan large, if more than half of the population live in a 

(large) FUA of at least 1.5 million inhabitants; and metropolitan midsize, if more than half 

of the population live in a (midsize) FUA of at 250 000 to 1.5 million inhabitants. 

• Non-metropolitan regions, if less than half of the population live in a midsize/large FUA. 

These regions are further classified according to their level of access to FUAs of different 

sizes: near a midsize/large FUA if more than half of the population live within a 60-minute 

drive from a midsize/large FUA (of more than 250 000 inhabitants) or if the TL3 region 

contains more than 80% of the area of a midsize/large FUA; near a small FUA if the region 

does not have access to a midsize/large FUA and at least half of its population have access 

to a small FUA (i.e. between 50 000 and 250 000 inhabitants) within a 60-minute drive, or 

contains 80% of the area of a small FUA; and remote, otherwise. 

Disclaimer: https://oecdcode.org/disclaimers/territories.html 

https://www.oecd-ilibrary.org/urban-rural-and-regional-development/oecd-regional-outlook_2dafc8cf-en
https://oecdcode.org/disclaimers/territories.html
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Overview 

Population and territory  5 548 241 (31.12.2021)1, 390 905,39 (total km2)  

Administrative structure 
(unitary/federal) 

Unitary country 

Regional or state-level governments 
(number) 

19 (including autonomous province of the Åland Islands) 

Intermediate-level governments 
(number) 

- 

Municipal-level governments 
(number) 

309 

Share of subnational government in 
total expenditure/revenues (2021) 

41.0% of total expenditure 

42.5% of total revenues 

 
[Source: Subnational governments in OECD countries: key data, 2023 
edition] 

Key regional development 
challenges 

Ageing of the population 
Population decline in most municipalities and regions 
Lack of skilled labour 
Climate change 
The economic effects of Russia’s war of aggression against Ukraine 
especially in eastern Finland 
Energy crises 
Differences in economic performance between regions 

Objectives of regional policy The long-term objective of regional policy is to promote the sustainable 
development, growth and competitiveness of the regions, the well-
being of the residents and the quality of the living environment.  
The Act on Regional Development aims to:  
1) strengthen the business and innovation structure that supports 
growth, the smart specialization and economic balance of the regions, 
the sustainable regional and community structure, and accessibility;  
2) support residents' employment, skills, equal opportunities and social 
inclusion, as well as the integration of immigrants;  
3) improve the quality of the living environment and mitigate climate 
change and promote adaptation to it;  
4) reduce development differences between and within regions;  
5) improve the regions' own strengths and specialization and promote 
their culture. 
  
The objectives of regional policy for government term 2019-2023:  
Mitigating climate change and safeguarding biodiversity 
Building sustainable communities with good connections 
Innovating business life and accelerating R&D&I 
Making skills and education a resource for regional development 
Increasing inclusion and wellbeing and preventing inequality 
Creating an operating model for regional development (already 
achieved) 

Legal/institutional framework for 
regional policy 

Act on Regional Development and Implementation of the European 
Union’s Regional and Structural Policy (756/2021) 
Act on the Funding of Regional Development and the European 
Union’s Regional and Structural Policy Projects (757/2021) 

Budget allocated to regional 
development (i.e., amount) and fiscal 
equalisation mechanisms between 
jurisdictions (if any) 

The Innovation and Skills in Finland 2021–2027 programme: EUR 
3,159 billion, of which EUR 1.935 billion comes from the EU and EUR 
1.224 billion consists of national co-financing. It includes the measures 
of the European Regional Development Fund (ERDF), the European 

 

1 Statistics Finland 

https://stats.oecd.org/Index.aspx?DataSetCode=SNGF
https://stats.oecd.org/Index.aspx?DataSetCode=SNGF
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Social Fund Plus (ESF+) and the Just Transition Fund (JTF) 
National funding allocated to regional development: approximately 30 
million per year in 2020-2022 

National regional development policy 
framework 

The regional development decision steers the development of the 
different administrative branches and regions, and the coordination of 
these measures. The Advisory Body for Regional Renewal is a 
partnership body appointed by the Government for its’ term of office 

Urban policy framework Urban Policy Committee, appointed by the Government for the years 
2020–2023, is a cross-sectoral cooperation body coordinates and 
develops urban policy activities of various ministries. 
The National Urban Strategy 2020-2030 

Rural policy framework Rural Policy Council, appointed by the Government for the years 
2021–2025, is a cross-sectoral cooperation body, which leads and 
defines the national rural policy. Its operational programme is The 
National Rural Policy Programme 2021–2027. EU co-funded Rural 
Development is based on the CAP Strategic Plan 2023-2027 (Ministry 
of Agriculture and Forestry).  

Major regional policy tools (e.g., 
funds, plans, policy initiatives, 
institutional agreements, etc.) 

European Structural Funds and national co-funding 
The regional development decision 
Regional development discussions between state and 18 regions 
Ecosystem agreements between state and urban areas regarding the 
strategic allocation of public and private RDI funding to strengthen 
globally competitive ecosystems. 
The National Urban Strategy 2020-2030 
The implementation programme of the Regional Cities Program 2020-
2023 
Agreements concerning land use, housing and transport 2020–2031 
Regional development theme networks and development zones in 
2021-2023 
Operating model for sudden structural changes 

Policy co-ordination tools at national 
level  

The Advisory Board on Regional Renewal (AUNE) coordinates and 
contributes to specifying the strategic entity of regional development, 
and promotes the implementation of strategic policies. The Advisory 
Board plays a key role in promoting cooperation between national and 
regional agents, compiling the regions’ situational picture and 
development needs, and in monitoring the effectiveness of the 
measures. 
There are also national level policy coordination bodies in urban policy 
(Urban Policy Committee), rural policy (Rural Policy Council and 
Parliamentary Group for Sparsely Populated Areas) and island policy 
(Island Committee).  

Multi-level governance mechanisms 
between national and subnational 
levels (e.g., institutional agreements, 
Committees, etc.) 

Regional development discussions are a procedure in which the state 
and 18 regions regularly discuss regional development goals and 
operating conditions. 

Policy co-ordination tools at regional 
level  

Regional co-operation groups 
Regional strategic programmes 2022–2025 

Evaluation and monitoring tools A situation awareness for regional development made for regional 
development discussions between the state and regions. 
Regional systems of evaluation and monitoring 
Separate programme and policy evaluations 

Future orientations of regional policy Smart adaptation (due to population decline), enhancing labour 
immigration, green transition, resilience 
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Regional Inequality Trends  

Finland experienced a decline in the Theil index of GDP per capita over 2000-2020. Inequality reached 

its maximum in 2001. The figures are normalized, with values in the year 2000 set to 1. 

The Top 20%/Mean ratio was 0.052 lower in 2020 compared to 2000, indicating decreased polarisation. 

The Bottom 20%/Mean ratio was 0.134 higher in the same period, indicating bottom convergence. 

Figure 1. Trends in GDP per capita inequality indicators, TL3 OECD regions 

 

Note: Top/bottom calculated as population equivalent (top/bottom regions with at least 20% of the population). The interpretation 

of top/bottom 20% GDP per capita is that 20% of the population in the country holds 20% of the value. Top 20%/Mean calculated 

as mean GDP per capita in top 20% regions over mean TL3 GDP per capita in a given year. Bottom 20%/Mean calculated as 

mean TL3 GDP per capita in bottom 20% regions over mean TL3 GDP per capita in a given year. To improve data consistency, 

input series are aggregated when TL3 regions are part of the same FUA. To improve time series, TL3 missing values have been 

estimated based on the evolution at higher geographic level. 

Source: OECD Regional Database (2022). 
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There is no data for the gap in GDP per capita between large metropolitan and non-large metropolitan 

regions for 2000 and 2020. 

Meanwhile, in 2020, the gap in GDP per capita between metropolitan and non-metropolitan regions 

was 1.236. For reference, the same value for OECD was 1.325. This gap decreased by 0.091 

percentage points since 2000. 

In turn, the gap in GDP per capita between regions near and far a Functional Urban Area (FUA) of more 

than 250 thousand inhabitants was 1.236 in 2020 and decreased by 0.091 percentage points since 

2000. 

Figure 2. GDP per capita gap by type of region compared to the OECD average 

 

Note: Far from a FUA>250K includes regions near/with a small FUA and remote regions. OECD mean gap based on 1 586 TL3 

regions in 27 countries with available data (no TL3 data for Australia, Canada, Chile, Colombia, Costa Rica, Iceland, Ireland, 

Israel, Mexico, Luxembourg and Switzerland). 

Source: OECD Regional Database (2022). 
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In Finland, the gap between the upper and the lower half of regions in terms of labour productivity 

decreased between 2001 and 2019. Over this period labour productivity in the upper half of regions 

grew roughly by 5%, 10 percentage points less than in the lower half of regions. During 2020, the gap 

remained stable. Nevertheless, more years of data are necessary to determine the long-term impact of 

the COVID-19 pandemic on labour productivity gaps in regions. 

Figure 3. Evolution of labour productivity, TL3 OECD regions 

 

Note: A region is in the “upper half” if labour productivity was above the country median in the first year with available data and 

“lower half” if productivity was below the country median. Labour productivity in each group is equal to the sum of Gross Value 

Added, expressed in USD at constant prices and PPP (base year 2015) within the group, divided by the sum of total employment 

in regions within the group. Regions are small (TL3) regions, except for Australia, Canada, Chile, Colombia, Ireland, Mexico, 

Norway, Switzerland, Türkiye and the United States where they are large (TL2) regions due to data availability. 

Source: OECD Regional Database (2022). 
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Regions where the economic activity shifts towards tradable activities, such as industry and tradable 

services, tend to grow faster in terms of labour productivity. In Finland, between 2001 and 2020, the 

share of workers in the industrial sector went down in all regions but more so in regions that used to be 

in the upper half of the labour productivity distribution. At the same time, the share of workers in the 

tradable services sector went up in all regions but more so in regions that were already in the upper 

half of the labour productivity distribution. Hence, the evolution of employment shares in the tradable 

services sector widened the labour productivity gap between regions while the opposite was true for 

the industrial sector. 

Figure 4. Share of workers in most productive (tradable) sectors, TL3 OECD regions 

 

Note: A region is in the “upper half” if labour productivity was above the country median in the first year with available data and 

“lower half” if productivity was below the country median. The share of workers in a given sector for a group of regions is defined 

as the sum of employment in that sector within the group divided by the sum of total employment within the group. Regions are 

small (TL3) regions, except for Australia, Canada, Chile, Ireland, Mexico, Norway, Switzerland, Türkiye and the United States 

where they are large (TL2) regions due to data availability. Industry includes the following tradable goods sectors: Mining and 

quarrying (B), Manufacturing (C), Electricity, gas, steam and air conditioning supply (D) and Water supply; sewerage; waste 

management and remediation activities (E) NACE macro sectors. Tradable services include Information and communication (J), 

Financial and insurance activities (K), Real estate activities (L), Professional, scientific and technical activities (M), Administrative 

and support service activities (N). 

Source: OECD Regional Database (2022). 

 

Recent policy developments 

Legislation on regional development and the European Union’s regional and structural policy was 

reformed and entered into force in the autumn of 2021. According to the law, the government and 

regional organisations must regularly discuss the regional development objectives and their 

implementations. The discussions are based on the regional development decision, regional 

programmes and the situational picture of regional development. 

The state concluded ecosystem agreements with 16 urban areas to strengthen innovation activities. 

The objective of the agreements is to build innovation ecosystems, in other words, to intensify 

cooperation within networks, strengthen key competences and increase effectiveness of R&D&I 

activities. The ecosystem agreements were signed in February 2021. Implementation of the 

agreements will take place with the resources for sustainable urban development in the EU 

programming period 2021–2027.  
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The effectiveness of regional development is strengthened through cooperation between regions. The 

state supports regional cooperation by financing regional development theme networks and 

development zones in 2021-2023.    

The economic effects of Russia´s war of aggression against Ukraine have been significant in Finland 

and especially in eastern parts of the country. During the summer of 2022, a working group of State 

Secretaries worked out measures to strengthen the vitality of eastern Finland. One of the 

recommendations was that a common development vision must be created for eastern Finland in close 

cooperation between companies, the state, and the regions. The vision will be published in February 

2023.  

In 2022, a funding tool for supporting R&D&I activities in regions was introduced. The aim is to support 

R&D activities of companies in different parts of Finland and strengthen the regional innovation policy. 

Responsibility for organising social and health services and rescue operations was transferred from 

municipalities and municipal associations to 21 self-governing well-being services counties on the 1 

January 2023. The objective of the reform, that created a new administrative level, was to improve the 

availability and quality of basic public services throughout Finland. 

 


