@ Nordregio

STATE OF
THE NORDIC REGION




Contents

About State of the Nordic Region 2022
Preface
1. Introduction

DEMOGRAPHY
2. Mortality and health
3. Marriage, divorce, and birth trends

4. Migration

LABOUR MARKET
5. Labour market impacts of Covid-19
6. Labour market mobility between Nordic countries

7. Working from home

ECONOMY

8. The impact of Covid-19 on the Nordic economies: shock and
recovery

9. Consumption, GHG emissions, car sales, and housing
markets

10. Covid-19 and tourism: a game-changer?

11. Conclusions. Covid-19: From crisis to opportunity for the
Nordic Region

18
19
31
44

59
60
79
94

108
109

134

149

159



About State of the Nordic Region
2022

Editors: Gustaf Norlén, Linda Randall, Nora Sdnchez Gassen, Carlos Tapia

Avuthors: Gustaf Norlén, Agl’Jst Bogason, Alex Cuadrado, Timothy Heleniak, Johanna Carolina
Jokinen, Anna Karlsdéttir, Anna Lundgren, John Moodie, Linda Randall, Karen Refsgaard, Nora
Sdnchez Gassen, Carlos Tapia, Nikolaos Tragotsis, Mari Wgien Meijer

Data and maps: Gustaf Norlén, Timothy Heleniak, Thomas Jensen, Johanna Carolina Jokinen,
Oskar Penje, Linda Randall, Nora Sdnchez Gassen, Anna Vasilevskaya, Teodor Wolk

Chapter icons: Knud Andersen

Communication and layout: Johanna Feuk Westhoff, Thomas Jensen, Anna Vasilevskaya,
Marija Zelenkauské, Nordregio

Pictures: Nikoline Arns, Toa Heftiba, Mattias Helge/Unsplash.com

Nordregio Report 2022:2

Published: 23 March 2022

ISBN 978-91-8001-022-1

ISSN 1403-2503

DOI http://doi.org/10.6027/R2022:2.1403-2503

© Nordregio 2022

Acknowledgments

The State of the Nordic Region 2022 report has been developed by Nordregio with Gustaf Norlén
as the project leader. Gustaf and his colleagues Linda Randall, Nora Sdnchez Gassen, and Carlos
Tapia coordinated the writing process with authors from Nordregio. Johanna Feuk Westhoff
oversaw the communication activities related to the project with assistance from Asa Strém
Hildestrand.

In addition to the editors and authors from Nordregio a reference group consisting of members
from Nordregio's board gave valuable inputs. The reference group consisted of Ulla Agerskov,
Hans-Henrik Bull, Gitte Mondrup, Anna Rosenberg, and Katarina Fellman. We also want to thank
others at the NCM secretariat, EK-A as well as Kjell Nilsson, Luciane Aguiar Borges, Johannes
Lidmo and Lisa Rohrer for valuable comments.

Nordregio is a leading Nordic and European research centre for regional development and
planning, established by the Nordic Council of Ministers in 1997. We conduct solution-oriented
and applied research, addressing current issues from both a research perspective and the
viewpoint of policymakers and practitioners. Operating at the international, national, regional,
and local levels, Nordregio's research covers a wide geographic scope, with an emphasis on the
Nordic and Baltic Sea Regions, Europe, and the Arctic.

Nordic cooperation is one of the world's most extensive forms of regional collaboration, involving
Denmark, Finland, Iceland, Norway, Sweden, the Faroe Islands, Greenland, and Aland. Nordic co-
operation has firm traditions in politics, the economy, and culture. It plays an important role in
European and international collaboration and aims at creating a strong Nordic community in a
strong Europe. Nordic cooperation seeks to safeguard Nordic and regional interests and
principles in the global community. Common Nordic values help the region solidify its position as
one of the world's most integrated and sustainable.


http://doi.org/10.6027/R2022:2.1403-2503

Preface

The Nordic governments have a vision to become the most sustainable and integrated region in
the world by 2030.

In order to realise these ambitious goals, we need to focus on the local and regional level of our
countries and continuously follow the developments and results of our policy decision and
initiatives.

We do this to make sure that we end up at the place we want to be.

State of the Nordic Region 2022 is the 18th edition of the report. The report is a valuable tool to
monitor our work and secure that we do not lose sight of our Nordic goals and ambitions.

The work with State of the Nordic Region 2022 started when we were in the midst of the
Covid-19 pandemic. This edition differs from previous years' report as the pandemic and its
effects play a central role in all chapters. We still look at demography, labour market, and
economy in the Nordic region and beyond - but this time with the effects of the pandemic as the
very starting point.

The data, maps, and trends will be fed into the work of The Nordic Council of Ministers and
Nordregio in order to achieve our vision of becoming the most sustainable and integrated region
in the world in 2030.

As the final touches to this report are being made, our world has once more changed overnight.
Two years ago, we entered a new world as the Covid-19 pandemic started, and it has been two
challenging years for many people with restrictions and uncertainty. Now, as the pandemic is
passing, a new crisis is upon us. The Russian invasion of Ukraine has broken the grounds for
European security and underlined the need for basic values such as democracy, rule of law and
human rights. The impacts it will have for our region and the world are still uncertain, but we
know that there will be long-term effects and that Nordic cooperation is more important than

ever.
Rolf EImér Paula Lehtomadki

Director, The Secretary General,
Nordregio Nordic Council of Ministers



1. Introduction

Author: Linda Randall
Maps and Data: Gustaf Norlén and Linda Randall

Introducing the 18th edition of State of the Nordic
Region

State of the Nordic Region 2022 has its point of departure in the Covid-19 pandemic and
examines how it has affected demography, labour market and economy in the Nordic countries,
regions and municipalities. State of the Nordic Region is published every two years and provides
a comprehensive account of regional development trends in the Nordic countries based on the
latest statistical data. Charts and maps on different geographical scales are accompanied by
expert analysis, providing policymakers and practitioners with a solid evidence base for informed
decision making. In writing this edition of State of the Nordic Region, it was, of course, vital to
acknowledge the impact of the Covid-19 pandemic. Given the magnitude of this crisis, a
conscious decision was taken early in the process to make the pandemic the explicit focus of the
publication.

The Covid-19 pandemic has resulted in a wide range of challenges for the Nordic countries.
Health systems have come under considerable pressure, school and office closures have put a
strain on families, and both internal and international migration has been affected. Labour
markets have suffered short-term disruption as well as the potential for long-term
transformation, including layoffs in non-essential, high-proximity professions and a large
increase in remote working. Economic resilience has been challenged in both the short and long
term, particularly in regions reliant on a single dominant industry, for example, tourism.

The pandemic has also called into question many aspects of Nordic co-operation previously
taken for granted, in particular, the free flow of people facilitated by the Nordic Passport Union
for 65 ye(:irs.1 Travel restrictions were felt strongly in cross-border communities, where border
closures divided families and friends, created considerable challenges for cross-border
commuters and increased nationalist sentiment (Giacometti & Wgien Meijer, 2021). The notable
absence of Nordic collaboration in developing policy responses to the pandemic has also raised
broader ideological questions about the role of Nordic co-operation in times of crisis (Creutz et
al., 20217).

At the same time, the Nordic countries have demonstrated striking resilience in the face of the
crisis. All Nordic countries performed in line with or better than the OECD average with respect
to excess mortality, total mortality, number of cases and vaccination rates in 2020-2021 (OECD,
2021). The Nordic economies also weathered the storm relatively well overall when considered in
a European or global context (IMF, 2021). Companies demonstrated considerable resilience,
adapting quickly to new ways of working (Gruf3 et al., 2021). At the same time, generous support
schemes softened the blow to workers and businesses in sectors where adaptation was a less
viable option. Perhaps as a result, Nordic citizens were less likely to report having trouble making
ends meet during the pandemic than those from most other EU-27 countries (Ahrendt et al.,
2027).

The chapters that follow provide a detailed account of the impact of the pandemic on the Nordic
Region based on the three main themes that are usually addressed in State of the Nordic Region:
Demography, Labour market and Economy. In addition, a final chapter seeks to draw some
overall conclusions, charting the road ahead for the Nordic countries and Nordic co-operation as
a whole. It is important to acknowledge that, at the time of publication, the pandemic was still

1. Theinitial agreement to waive passport checks at internal Nordic borders was made on 12 July 1957 between Sweden,
Denmark, Finland and Norway. Iceland joined on 24 September 1965 and the Faroe Islands on 1 January 1961. Greenland
and Svalbard are not part of the union. (Norden, 2019)



ongoing. As such, this report cannot be considered a complete account of the impacts of the
pandemic. Instead, it provides an informed analysis of the initial shock and its immediate
implications based on the latest available statistical data.

How the pandemic unfolded

The first known Nordic cases of Covid-19 were reported in Northern Finland on 29 January 2020
(Niinimaki, 2020) and in Sweden on 31 January 2020 (Ludvigsson, 2020). Broader community
spread became evident approximately one month later and was largely attributed to travellers
returning from winter vacations in Northern Italy (Yarmol-Matusiak et al., 2021; Holmager et al.,
2020). When the World Health Organisation declared Covid-19 a pandemic on 11 March 2020
(WHO, 2020), 2 586 cases had been recorded in the Nordic Region (912 in Norway; 755 in
Denmark; 620 in Sweden; 191 in Finland; 106 in Iceland; 2 in the Faroe Islands; O in Greenland; and
Oin Alond; Naqvi, 2021; Statistica, 2022; Worldometer, 2022).

To understand the way that the pandemic unfolded from that point forward, Intensive Care Unit
(ICU) admissions is perhaps the most useful indicator. The number of ICU admissions,
normalised by population size, is considered a good barometer for comparing the severity of a
disease between different countries, provided that there are adequate ICU beds in the countries
being compared (Fitzpatrick, 2021). The number of ICU admissions per million inhabitants for all
Nordic countries is shown in Figure 1.1, alongside a European average based on the 20 EU
countries for which data were available. As can be seen in Figure 1.1, the severity of the
pandemic, when considered only in terms of the disease itself, was less pronounced in most
Nordic countries than in the EU as a whole. The clear exception here was Sweden, where the
experience was closer to, though still for the most part less severe than, the EU average.

Figure 1.1is also useful in understanding how the severity of the pandemic varied at different
times in the different national contexts. It appears that all five countries experienced a first
'wave' in a similar way, with a spike in severity in late March/early April and a gradual regaining
of control at some point in late April (Iceland), May (Denmark, Finland and Norway) or June
(Sweden). Identification of subsequent waves in a consistent way across the countries is
somewhat more challenging. Denmark and Sweden experienced a second large spike in
admissions towards the end of 2020. This was followed by a downward trend from the end of
January 2021 in both countries. While these lower numbers were maintained in Denmark, in
Sweden admissions began to rise again in February. Norway and, to a lesser extent, Finland also
saw increases in admissions around this time; however, Iceland did not see a second peak in
admissions until August 2021. From late October 2021, all countries again experienced increased
admissions. In Sweden and, to a lesser extent, Denmark, the number of admissions in the latter
part of 2021 reflects a less severe situation compared with earlier points in the pandemic. In
Finland, the situation is comparable to earlier peaks, with perhaps the exception of the first
wave. In Iceland and, in particular, Norway, the latter part of 2021 appears to be one of the most
severe periods of the pandemic in their national contexts to date.



Admissions to ICU due to Covid-19
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Figure 1.1. Admissions to ICU of patients with Covid-19 per million inhabitants.

Data sources: SE: Svenska Intensivvardsregistret; NO: Helsedirektorated; IS: Landspitali;
DK, Fl & all other EU countries: Our World in Data.

Note: The EU average includes the EU27 minus seven countries for which data were not
available (Croatia, Greece, Hungary, Latvia, Lithuania, Malta and Poland). The remaining
20 countries represent 85% of the EU27 population.

Mapping the number of confirmed cases is another strategy used to compare the severity of the
pandemic between countries. Some studies have critiqued this method due to large between-
country differences in testing and reporting regimes (Fitzpatrick, 2021). Nonetheless, looking at
case numbers can still be interesting, provided that national differences in testing rates are
taken into account. Map 1.1 shows the cumulative number of confirmed cases of Covid-19 per
10,000 inhabitants until 31 December 2021 in most European countries. In addition, Figure 1.2
shows the total number of tests per thousand inhabitants for the countries included in the

map.



Cumulated Covid-19 cases per 10,000 inhabitants
Jan 2020-Dec 2021

500 km

@ Nordregio

0 500km
Greenland

0 25km
Faroe Islands L1

R 0 25km
Aland

NR10470b

<400
£,00-800

800-1230

- 1600-2000

- 1230-1600

Confirmed cases of Covid-19 per 10,000 inhabitants

EU27 average

- No data or out of scope

NUTS3: AT, BE, CH, CZ, DE,
DK, EE, ES, FI, FR, HR, HU,
IE, IT, LU, NL, NO, PT, RO,

SE, S, SK, UK

NUTS 2: EL, PL

National level: AL, BA, BL, BG,
Is, LV, LT, ME, MK, MD, RS

Data sources: Naqvi (2021) -
European regional tracker;
John Hopkin's (BG, LV, LT);
Our World in Data (AL, BA,

BL, CY, LU, MD, ME, MK, XK)

Map 1.1. Confirmed cases of Covid-19 per 10,000 inhabitants.
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Figure 1.2. Number of Covid-19 tests per thousand inhabitants as of 31 December 2021.
Note: GL: Number of Covid-19 tests per thousand inhabitants as of 31 January 2022.
Sources: European Centre for Disease Control. Except FO: korona.fo; GL:
Naalakkersuisut; UK: gov.uk

In a European context, the Nordic countries again stand out as having a relatively low number of
confirmed cases in most regions. Sweden and Denmark are the countries with the highest
number of confirmed cases among the Nordic countries. It is possible however that the high case
numbers in Denmark can be explained, at least to some extent, by the high levels of testing per
capita (see Figure 1.2). The equivalent of 18 tests per person were carried out in Denmark, one of
the highest testing rates in Europe. Looking at Europe as a whole, the UK, Spain, Czechia,
Croatia and the Baltic States stand out as having experienced the highest number of cases
overall. From a regional perspective, higher case numbers can often be observed around the
capital regions and other large cities. There are also several cross-border differences that are
interesting to note. In Germany, for example, the border with the Netherlands is clearly evident
with a much higher number of confirmed cases on the Dutch side of the border. In contrast, the
situation in the eastern part of the country more closely resembles that in the Czechia than

what was observed in the rest of Germany.

Containment measures

Alongside the impact of the disease itself, the measures put in place to curb the spread of
infection have also caused considerable disruption to the Nordic economies and societies. Figures
1.3 and 1.4 display basic timelines showing several of the key measures. It should be noted that
the complex and rapidly changing situation makes it challenging to provide detailed, reliable and
comparable data on social distancing measures. As such, these figures are not intended as a
comprehensive or precise guide to all measures employed throughout the pandemic. Instead,
they provide a general overview of the measures which were deployed in the countries at
different points in time as context for the other data presented in this report.



School closures in the Nordic countries
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Figure 1.3. School closures in the Nordic countries.
Source: European Centre for Disease Control.
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Restrictions to public life in the Nordic countries
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Figure 1.4. Restrictions to public life in the Nordic countries.
Source: European Centre for Disease Control.

School and workplace closures were important measures in curbing the spread of infection. As
Figure 1.3 shows, school closures or adjusted operations mostly affected older students.
Denmark and Norway were the only countries to implement school closures at all levels, including
early childhood education. Finland and Iceland implemented closures and adjusted operations in
primary, secondary and higher education at different points in time. In Sweden, early childhood
education and primary education were not affected; however, secondary and higher education
institutions saw quite substantial closures and adjustments to their operations. All Nordic
countries also recommended or required distance learning and working from home at various
points throughout the pandemic.

Various aspects of public life were also curtailed at different points. As Figure 1.4 demonstrates,
the most common strategy in all Nordic countries was to limit the extent of activities rather than
to close them down or prohibit them completely. Both private and public gatherings were always
possible; however, the number of people allowed to gather was limited to different extents at
different points, and social distancing measures were also required. Public places, as well as
restaurants and cafes, were closed in the early stages of the pandemic in all countries except
Sweden. In Denmark, non-essential shops were also closed during this time, and they, together
with public places and restaurants, closed again in late 2020 and early 2021. Even when they
were open, public places and restaurants were expected to ensure an appropriate distance
between visitors through measures such as limiting guests and rearranging tables and chairs.

n



Restrictions had begun to ease in most countries by September 2021; however, many were
reintroduced in December 2021 as the Omicron variant fuelled a rise in Covid-19 cases.

Restricting the movement of people was another important strategy to curb the spread of the
disease. Movement restrictions in the Nordic countries were primarily concerned with
international travel, though recommendations to avoid travel between regions were also issued
at various points in the different countries. International travel restrictions were introduced at
different points in time in each country (see Figure 1.5). Finland and Iceland were the quickest to
begin monitoring international travel, advising those arriving from mainland China to be alert for
symptoms (Finland) and avoid unnecessary social contact (Iceland) in late January 2020.
Denmark, the Faroe Islands, Finland, Greenland and Norway all closed their borders around the
middle of March, while Iceland and Sweden continued to allow arrivals from some countries.

International travel restrictions in the Nordic countries
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Figure 1.5. International travel restrictions in the Nordic countries.
Source: Our World in Data.

Perhaps the most important strategy put in place to curb the spread of infection has been the
vaccination programme, which is currently ongoing in all Nordic countries. Figure 1.6 shows the
proportion of the population who have received two doses of the Covid-19 vaccine for the EU-27
and Iceland, Norway, the Faroe Islands, Greenland and Aland Islands. Among the Nordic
countries and independent territories, the Faroe Islands, Iceland and Denmark are the places
with the highest vaccination rates. Aland Islands, Finland, Sweden and Norway are not too far
behind, followed by Greenland, where just under 70% of the population has had two doses of the
Covid-19 vaccine.

12



Vaccination rates January 1st 2022
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Figure 1.6. Vaccination rates as of 1 January 2022 (or closest available date). Includes
'fully vaccinated,, i.e., two doses, as a proportion of the total population.
Source: Our World in Data, Aland Health & Healthcare.

Methodology

Each chapter of State of the Nordic Region is based on a dialogue between statisticians,
researchers, communications experts and the editorial team to provide a publication that is
statistically sound, policy-relevant and accessible to a broad audience. The report displays data
based on national, regional and local administrative divisions (see Table 1.1). Data sources include
the national statistics institutes and other public authorities in the countries, Eurostat and other
European agencies (e.g., European Centre for Disease Control) and various OECD databases.
For the first time, the publication also uses alternative data sources such as Google Mobility
data to understand changes in mobility patterns throughout the pandemic. Data are
harmonised to ensure comparability between the countries. For example, in the labour market
section, register data is at times combined with results from the Labour Force Survey to ensure
comparable data across all countries and territories.

Wherever possible, data covers the whole of the Nordic Region, which consists of Denmark,
Finland, Iceland, Norway and Sweden, as well as the Faroe Islands and Greenland (both part of
the Kingdom of Denmark) and Aland (part of the Republic of Finland). The maps in the report
are based on the administrative structures on 1 January 2021 (see Table 1.1). It is worth noting
that several Nordic territories, e.g., Svalbard (Norway), Christianseg (Denmark) and the
Northeast Greenland National Park (Kalaallit Nunaata avannaarsuani kangianilu Nuna
Allanngutsaaliugaq) are not part of the national administrative systems, and thus are not
included in the maps.

13
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Table 1.1. Administrative structures in the Nordic Region on 1 January 2021.

Notes: 16 of Finland's 309 municipalities and 1 of the 19 Maakunta/Landskap make up
the Aland Islands.

Light green frames represent the regional levels presented in most regional maps in this
report, comparable from a Nordic perspective, while dark green frames show the local
units represented in the majority of our municipal level maps.

Highlights from the chapters

The remainder of this publication will explore the implications of the pandemic and the
subsequent containment measures for the Nordic countries, regions and municipalities.

Section 1: Demography

Chapter 2: Mortality and health focuses on the impact of the virus itself. The chapter compares
deaths during the pandemic with the anticipated situation in a typical year (known as excess
mortality) and considers the impact of the pandemic on overall life expectancy. Apart from
Norway and the Faroe Islands, all Nordic countries and independent territories registered excess
mortality in 2020. This excess was marginal in Denmark, Finland, Iceland and Greenland and
more pronounced in Sweden. Preliminary numbers suggest that excess mortality decreased
overall in 2021. The excess was again marginal in Finland, Iceland and Norway but it increased in
Denmark. When it comes to life expectancy, the Nordic countries are outliers in the European
context, with life expectancy increasing for both sexes in 2020 in most countries. Sweden and
Greenland are an exception here, with a drop in life expectancy for both males and females.

Chapter 3: Marriage, divorce and birth trends explores data on family formation and dissolution.
Although marriage trends followed similar seasonal patterns during the pandemic, the overall
numbers were lower in 2020 than in 2019. This was the case in the second quarter of 2020 in
particular. As of yet, there does not appear to be any marked impact of the pandemic on divorce
trends - though it is possible this reflects the time it takes to process divorce applications. The
impact of the pandemic on births varied across the region. The number of births increased in
most regions of Finland, Norway and Iceland, and to a lesser extent in Denmark. In Sweden, the

14




picture is mixed, with several regions also reporting declines in birth numbers.

Chapter 4: Migration focuses on internal migration, emigration and immigration, as well as
considering immigration as a component of total population change. In 2020, the Nordic Region
experienced the smallest population increase in 16 years. Immigration continued to be the main
source of population increase; however, the number of labour migrants, students and refugees
entering the Nordic countries declined in 2020. In contrast, internal migration increased, in some
countries to the highest levels in decades. Although further research is needed to understand the
precise nature of these trends, there is some evidence of counter-urbanisation. The number of
people moving away from the capital regions increased, as did the population in several rural
regions.

Section 2: Labour market

Chapter 5: Labour market impacts looks at employment and unemployment rates and
temporary layoffs as well as considering the unequal impacts of the crisis on different sectors
and groups. Unemployment rates have increased across Europe since the onset of the pandemic.
Within the Nordic Region, these increases were least pronounced in the Faroe Islands, Norway
and Denmark, while Iceland was the hardest hit. The furlough systems implemented in all Nordic
countries have softened the blow somewhat; however, some sectors and groups have been more
adversely affected than others. The pandemic has had a highly selective impact on the labour
market with industries such as tourism, hospitality, retail, culture, leisure, logistics and transport
most heavily affected. The increase in unemployment has been most pronounced for those with
lower levels of education, young people and immigrants born outside the EU.

Chapter 6: Labour market mobility between the Nordic countries investigates work-related
commuting and migration. Work-related mobility was heavily affected in all countries at
different points during the pandemic. It decreased by 23% on average, with the most notable
declines evident between April and September 2020 and July and September 2021. Larger urban
areas were more likely to experience reduced labour-market mobility than rural areas, perhaps
due to the larger proportion of jobs that can be performed from home in urban economies.
Cross-border areas were particularly affected due to border closures that prevented travel to
work. The number of passengers crossing the @resund Bridge by train, for example, was almost
six times lower in Q2 2020 than in Q2 2019. Border closures were also disruptive for Nordic
citizens who have migrated to another Nordic country for work. 1.7 % of the total Nordic
population live in a different Nordic county than the one where they were born, and their number
and country of origin varies throughout the region.

Chapter 7: Working from home focuses on the increase in remote work during the pandemic.
Some 37% of Nordic jobs can (theoretically) be performed from home, with remote-work
potential highest in larger urban areas and among workers with higher levels of education and
income. Evidence suggests that working from home may continue to be more common in the
future, with work-related mobility in the largest cities below pre-pandemic levels, even during the
period when restrictions were lifted. There has been some speculation that this could have
positive implications for population development in rural municipalities going forward. Solid
broadband infrastructure is a key prerequisite for this development and, while the urban-rural
divide is closing, many rural households still do not have access to superfast broadband.

Section 3: Economy

Chapter 8: The impact of Covid-19 on the Nordic economies: shock and recovery focuses on the
overall economic impacts of the pandemic. Considered as a whole, the Nordic economies fared
well from a European perspective. Still, there was considerable variation, with GDP shrinking
substantially in Iceland and only slightly in Norway. All countries experienced the largest
economic shock in Q2 2020, yet all the Nordic economies bounced back, at least to some degree,
by Q3 2021. The service sector was the hardest hit in all of the countries, while other sector-
specific effects varied depending on the industrial profiles of the countries. At a regional level,
the pandemic had the greatest impact on regions with a heavier dependence on tourism, retail,
logistics and transport, and industrial manufacturing. Relief packages exceeded the EU average
(as a proportion of GDP) in all Nordic countries and were highly effective in preventing
irreparable damage to households and companies. However, as with the pandemic itself, the
economic consequences are not yet fully behind us.

Chapter 9: Consumption, GHG emissions, car sales, and housing markets explores the impact of
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the pandemic on consumer behaviour. As with the overall economic impacts, total household
consumption was most heavily impacted in Q2 2020, falling to record lows in all countries. The
recovery was relatively swift, with consumption levels returning to pre-pandemic levels in all
countries by Q3 2021. Evidence from Denmark suggests that the drop in consumption was
accompanied by a decrease in GHG emissions embedded in consumer goods, a positive sign
given household consumption accounts for over half of the country's total emissions. The number
of car registrations declined in 2020 compared to the previous year in all countries but Norway.
Interestingly, the electric vehicle market performed significantly better than vehicles powered by
combustion engines. House prices increased in all countries, with higher relative increases
apparent for single-family homes evident in some areas. This is perhaps a reflection of changing
preferences now that more time is being spent at home.

Chapter 10: Covid-19 and tourism: a game-changer? considers the rollercoaster ride experienced
by the tourism sector since the onset of the pandemic. Most countries closed their borders to
international travellers early on, and this has, and continues to have, a huge impact on
international tourism. Most countries are still waiting to see a recovery from the impact of these
measures. At the same time, domestic tourism has increased in many countries. While this has
helped to soften the blow in some areas, it has not made up for the absence of international
tourists. Some tourism operators have also had to adapt their offers as the travel patterns of
domestic tourists differ from those of international travellers. The chapter concludes by
considering the future of tourism and how this sector can strengthen its resilience now and in
the future.

Chapter 11: Conclusions. Covid-19: From crisis to opportunity for the Nordic Region takes a
bird's-eye perspective across the Nordic Region to provide some concluding remarks. Based on
the findings outlined in the chapters, it identifies direct impacts or lessons that have emerged
from the pandemic and considers long-term trends that have been exacerbated by the crisis. The
chapter assesses the impact of these trends on the future direction of policymaking and the
implementation of the three core pillars of the Nordic Vision 2030 - a socially sustainable, green
and competitive Nordic Region. It closes by reflecting on the extent to which the crisis represents
a window of opportunity for Nordic co-operation as an essential tool in making the Nordic
Region more resilient to future crises.
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DEMOGRAPHY

How has the Nordic Region changed during the pandemic? Do we live for as long as we used to?
How have closed borders affected migration patterns? The Demography section takes us
through mortality and health, marriage, divorce, birth, and migration in the Nordic Region based
on the most recent available data.

Chapter 2: Mortality and health focuses on the impact of the virus itself. The chapter compares
deaths during the pandemic with the anticipated situation in a typical year (known as excess
mortality) and considers the impact of the pandemic on overall life expectancy. Apart from
Norway and the Faroe Islands, all Nordic countries and independent territories registered excess
mortality in 2020. This excess was marginal in Denmark, Finland, Iceland, and Greenland and
more pronounced in Sweden. Preliminary numbers suggest that excess mortality decreased
overall in 2021, largely due to the absence of any excess mortality in Sweden. The excess was
again marginal in Finland, Iceland, and Norway but it increased in Denmark. When it comes to
life expectancy, the Nordic countries are outliers in the European context, with life expectancy
increasing for both sexes in 2020 in most countries. Sweden is an exception here, with a drop in
life expectancy for both males and females.

Chapter 3: Marriage, divorce and birth trends explores data on family formation and dissolution.
Although marriage trends followed similar seasonal patterns during the pandemic, the overall
numbers were lower in 2020 than in 2019. This was the case in the second quarter of 2020 in
particular. As of yet, there does not appear to be any marked impact on divorces linked to the
pandemic - though it is possible this reflects the time it takes to process divorce applications.
The impact of the pandemic on births varied across the region. The number of births increased in
most regions of Finland, Norway and Iceland, and to a lesser extent in Denmark. In Sweden, the
picture is mixed, with several regions also reporting declines in birth numbers.

Chapter 4: Migration focuses on internal migration, emigration and immigration, as well as
considering immigration as a component of total population change. In 2020, the Nordic Region
experienced the smallest population increase in 16 years. Immigration continued to be the main
source of population increase; however, the number of labour migrants, students and refugees
entering the Nordic countries all declined in 2020. In contrast, internal migration increased, in
some countries to the highest levels in decades. Although further research is needed to
understand the precise nature of these trends, there is some evidence of counter-urbanisation.
The number of people moving away from the capital regions increased, as did the population in
several rural regions.
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2. Mortality and health

Authors: Timothy Heleniak
Maps and data: Timothy Heleniak, Gustaf Norlén and Anna Vasilevskaya

Among OECD countries, prior to the Covid-19 pandemic, the five Nordic countries ranked at or
above average on four key health status indicators - life expectancy, avoidable mortality, chronic
disease morbidity and self-rated health (OECD, 2019). However, a high proportion of their
populations was also elderly and would prove more susceptible to severe illness or death from
Covid-19, and large numbers of them lived in nursing homes. This chapter examines trends in
mortality and life expectancy since the start of the Covid-19 pandemic in early 2020 by country,
region and over time.

Mortality

Covid-19 deaths

Much of fixation during the pandemic has been on Covid-19 deaths, over time and by country,
with charts of Covid-19 deaths rapidly becoming permanent fixtures in newspapers. That is why
analysis of all-cause mortality in the next section, coupled with data on deaths from Covid-19,
provides a fuller picture of the overall impact of the pandemic on mortality. Daily data on
confirmed new Covid-19 deaths for the Nordic countries is shown in Figure 2.1. Two distinct
periods of high Covid-19 mortality can be observed. The first is from March to June 2020, and
the second is during the winter of 2020-2021. Whereas in the other countries, Covid-19 deaths
were fewer than three a day by 1 March 2021, in Sweden, the figure remained at around twenty
deaths a day until the beginning of June. During the second wave, mortality from Covid-19
lasted longer in Sweden than in the other Nordic countries. Data show a rising trend of Covid-19
deaths in November-December 2021 and January-February 2022.

19



Daily Covid-19 deaths per million

Deaths per million

— Denmark  — Finland Iceland — Norway Sweden

Figure 2.1. Daily Covid-19 deaths per million inhabitants, 1 March 2020 to 31 January
2022.

Source: Our World in Data, 2022. How Covid-19 deaths are recorded varies between
countries.

Note: Deaths are a seven-day average of the daily figures reported on that day. Data for
the Faroe Islands, Greenland and Aland are not included. Data from Finland

include Aland.

The cumulative number of Covid-19 deaths differs by country, despite differences in population
size. At the end of January 2022, Sweden reached 15,900 deaths attributable to Covid-19;
Denmark had 3,800, followed by Finland, 2,000, Norway, 1,400, and Iceland 46. There have been
significant differences in the impact of Covid-19 deaths on overall mortality. In 2020, in Finland,
Iceland, and Norway, Covid-19 deaths accounted for just 1% of all deaths. In Denmark, they
accounted for 2% and in Sweden 9%.

Excess mortality at the national level

Excess mortality is a measure used in public health, epidemiology, and demography to measure
the difference in the number of deaths from an event or crisis from the number of deaths that
would have occurred under ‘'normal’ circumstances (Giattino, Ritchie, Roser, Ortiz-Ospina, &
Hasell, 2021). Of interest is the number of deaths during the Covid-19 pandemic compared to the
number of deaths had the pandemic not occurred. Excess mortality is a more comprehensive
indicator in that it measures not just deaths directly attributable to Covid-19 but deaths from all
causes. During the pandemic, in addition to deaths from Covid-19, deaths from some causes
may have increased, in part, because of overcrowded hospitals, deferred treatment of other
conditions, unhealthy behaviour such as excess drinking or less exercise. Deaths from other
causes could also have decreased, such as lower rates of influenza and other infectious diseases
due to social distancing, hygiene measures such as wearing face masks and hand washing and
fewer traffic deaths due to restrictions on movement. The net effect of the pandemic on
mortality is the balance between more deaths attributable to the pandemic and fewer deaths
from other causes (Modig, Ahlbom, & Ebeling, 2020).

Excess mortality could be negative (termed a mortality deficit) if the number of deaths is fewer
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than expected. One measure of excess mortality is to compare the number of deaths in 2020 to
the average for the preceding five years, 2015 to 2019 (Table 2.1). Overall, in the Nordic Region,
there were 4% more deaths in 2020 than the average for 2015 to 2019. Sweden (8%) and Aland
(7%) had the highest number of excess deaths. It is important to note that no Covid-19 deaths
were recorded in Aland in 2020 so this excess mortality cannot be attributed directly to the
pandemic.Greenland, Finland, Iceland and Denmark had small amounts of excess deaths,
ranging 2-4%. Norway had no excess deaths. The Faroe Islands had a mortality deficit of 9%.

Excess mortality can be estimated for 2021 based on preliminary data, though it should be noted
that this data may be subject to revision. In 2020, for the entire Nordic Region, there were nearly
10,000 more deaths than the average for 2015 to 2019. This was driven largely by the large
number of excess deaths in Sweden and its population weight. In 2021, estimated excess
mortality fell to only 2% as there was no excess mortality in Sweden but increases in some other
countries. Of the five Nordic countries, Iceland, Norway, and Finland maintained similarly
moderate excess mortality as in 2020 (using deaths in 2015 to 2019 as the base). Sweden went
from having the highest excess mortality among Nordic countries and regions in 2020 to having
no excess mortality in 2021. Denmark went from having excess mortality of just 2% in 2020 to
7% in 2021. For the three autonomous regions, it's difficult to discern a trend given the small

numbers.
Deaths in 2020 Deaths in 2021
Annual average compared to compared to
number of deaths, Deaths, 2015-2019 average Deaths, 2015-2019 average
2015-2019 2020 (percent) 2021 (percent)

Denmark 53,566 54,645 2 57142 7
Finland* 53,723 55,488 3 56,035 2
Iceland 2,251 2,301 2 2,325 3
Norway 40,750 40,611 6] 41,693 1
Sweden 90,962 98,124 8 88,906 (o]
Faroe

401 365 -9 407 1
Islands
Greenland 499 520 4 525 5
Aland 271 291 7 261 -5
Total 242152 252,054 4 247,033 2

Table 2.1. Excess deaths in the Nordic Region in 2020 and 2021.
Sources: NSls of the Nordic countries.
* Data from Finland includes Aland.

Excess mortality over time

In response to increased interest in mortality levels brought on by the pandemic, many national
and international statistical and public health agencies started publishing mortality data much
sooner and in greater detail than usual. Some of the Nordic statistical offices set up websites
dedicated to mortality statistics and Covid-19 information (Statistics Iceland, 2021; Statistics
Denmark, 2021; Statistics Finland, 2021; Statistics Sweden, 2021).

With high-frequency mortality data, the impact of the pandemic during the different waves can
be tracked quite closely. Sweden and Denmark provide data on deaths by day, Iceland, Norway,
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Finland, and Aland by week, and the Faroe Islands and Greenland by month (Figure 2.2). The
data refers to all-cause mortality and not just specifically Covid-19 deaths.

Relative change in the number of deaths by week compared to the average of the same week in
2015-2019

Percent

— Denmark  — Finland Iceland — Norway Sweden

Figure 2.2. Relative change in the number of deaths by week in 2020 and 2021 compared
to the average of the same week in 2015-2019.

Sources: Iceland (Statistics Iceland, 2021), only data from 2017-2019. Greenland
(Statistics Greenland, 2021). Faroe Islands (Statistics Faroe Islands, 2021). Norway
(Statistics Norway, 2021). Sweden, 2021 (Statistics Sweden, 2021). Finland (Statistics
Finland, 2021). Aland (Statistics Finland, 2021). Denmark (Statistics Denmark, 2021).
Note: Data from Iceland is a three-week average compared to the same three-week
average in the years 2017-2019.

Iceland had excess mortality of only 2% in 2020 and no discernible uptick of deaths in spring
2020 or at any other period during the pandemic. Greenland had excess mortality of 4% in 2020
and a mortality deficit in the spring of 2020. The Faroe Islands had a mortality deficit of 9% in
2020 and no discernible monthly trend. Norway had no excess mortality in 2020. There were
weeks of a mortality deficit early in 2020, followed by excess mortality in weeks 13 to 16, early in
the pandemic. However, the overall trend followed the usual pattern of higher mortality in the
colder months and lower mortality in the summer. Finland had excess mortality of 3% in 2020.
There was very slight excess mortality from weeks 12 to 20 in 2020, but generally, the weekly
pattern did not deviate much from the previous five years. Overall, in 2020, Denmark had excess
mortality of 2%. There was a slight mortality deficit (fewer deaths than expected) in February,
followed by slight excess mortality in March and April and again in December, though in general,
the pattern of mortality followed that of previous years.

Sweden stands out among the Nordic countries in having the highest excess mortality at 8% in
2020. There were 6,361 more deaths in 2020 than the average for the previous five yectrs.2
Several distinct periods of excess mortality in Sweden can be identified based on the different
waves of the pandemic. From the beginning of the year until 19 March, there was a mortality
deficit nearly every day. In this period, there was a mortality deficit of 1,442 deaths. From 20

2. The deaths by day are considered preliminary and differ from annual totals presented later. The daily data show excess
mortality of 6,367in 2020, while the annual data show excess mortality of 7,162.
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March until the end of June, there was excess mortality nearly every day, and for some days
during this early period, rather significant excesses. This was one of the longest durations of
excess mortality in Europe during the first wave, when excess mortality in Sweden was 5,568
(Kontis, o0.a., 2020). From 1 July until 10 November, there was overall a mortality deficit of 590.
During the second wave of the pandemic in winter 2020-2021, mortality increased again.
Starting on 11 November and lasting until the end of January 2021, excess mortality was
recorded every day, resulting in a total of 4,124. Between February and the middle of May 2021,
there was a mortality deficit of 1,587. During the period March 2020 to February 2021, there
were 12.4% more deaths in Sweden than in the corresponding 12-month period prior to the
pandemic (Andersson, Drefahl, Mussino, Modig, & Meyer, 2021).

Similar to public health officials making decisions with incomplete information, much of the early
research analysis and media coverage of the factors explaining the paths of the pandemic and
differential impacts was based on fragmentary information, not just in the Nordics but globally.
This was true of much of the commentary on the virus in Sweden and the other Nordic countries
in 2020. For much of the early period of the pandemic, Sweden was held up by journalists, public
health officials and politicians as an example by both those advocating more stringent lockdown
measures and those advocating less stringent measures. In 2021, as more data became available
about the spread of the pandemic, assessments of the situation in Sweden and other Nordic
countries became considerably more nuanced. One hypothesis that has been put forward to
explain the high mortality in Sweden during the first wave is that the mild winter of 2019-2020
meant many more elderly people survived the winter than normal (Rizzi, Segaard, & Vaupel,
2021). This means that when the pandemic hit in March 2020, there were many vulnerable elderly
people who were particularly susceptible to Covid-19. Evidence of this can be seen in the large
mortality deficit from the start of the year until mid-March 2020.

A second related hypothesis explaining the higher excess mortality in Sweden considers
differences between Sweden and other countries in the way that elderly care is organised,
coupled with less successful strategies to protect the elderly (Rizzi, Segaard, & Vaupel, 20217).
Sweden has a policy of trying to allow people to live in their homes for as long as possible and to
provide services to allow them to do so (Modig, Lambe, Ahlbom, & Ebeling, 2021). Once people do
move to a care home, they are often quite frail and thus would be more susceptible to infectious
diseases such as Covid-19. In one study, those aged 70 and older were divided into three groups -
those in care homes, at home receiving care, and those living independently (Modig, Ahlbom, &
Ebeling, 2020). The excess mortality in Sweden during the first wave was primarily confined to
the first two groups. In fact, the age-standardised excess all-cause mortality in the first half of
2020 was 3% higher for those 65 and older, while it was 3% lower for those 64 and younger
(Diderichsen, 2021). In Norway, Denmark, and Finland, there was a mortality deficit for both age
groups during this period. Thus, the difference in excess mortality between Sweden and these
other Nordic countries during the first wave can be explained almost entirely by excess mortality
among elderly people. The privatisation of many welfare services in the 1990s in Sweden offers a
partial explanation for the high mortality in nursing homes during the first wave (Diderichsen,
2021). For-profit elderly homes may have led to lower levels of care. However, the debate around
Sweden's excess mortality continues and more research is needed regarding the effectiveness of
different mitigation measures.

Excess mortality at the regional level

The rankings for regions by excess mortality in 2020 are shown in Figure 2.3. Excess mortality is
calculated in the same way as in Table 2.1 at the national level. The national patterns drive much
of the patterns seen at the regional and municipal levels. Most of the regions with excess
mortality of 10% or more were in Sweden. With the exception of one small region in Finland, the
region with the highest excess mortality in 2020 was Region Stockholm. Regions in Sweden
account for most of those with excess deaths, above the Nordic average of 4%. Only a few
regions in Sweden such as Region Vdasterbotten and Varmland had a mortality deficit. The Faroe
Islands, with its large mortality deficit in 2020, is at the bottom of the figure.

The biological factors which lead individuals to have more severe symptoms or higher mortality
from Covid-19 are well-known. There are also numerous socio-economic and geographic
characteristics of individuals, households, and regions that are less well understood in explaining
the diffusion and differential impacts of the virus. One early study of the geography of Covid-19
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in Sweden showed that factors associated with diffusion mattered more than place-based
factors like density, population size, income, and other socio-economic characteristics of places
(Florida & Mellander, 2021). The presence of high-risk nursing homes explained much of the
geographic variation of mortality during the first wave in Sweden. At the neighbourhood level,
there was an association between high numbers of cases and lower incomes, low levels of
education, more frontline workers, overcrowded housing, and higher shares of immigrants
(Sigurjénsdéttir, Sigvardsson, & Oliveira e Costa, 2021).

All causes of mortality in Nordic Regions
Comparison of 2020 to previous years
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Figure 2.3. All-cause mortality in Nordic regions in 2020.
Source: NSls.
Note: Bars show two standard deviations around the 2015-2019 mean.
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Municipalities in various shades of blue (Figure 2.4) had lower mortality in 2020 than the
2015-2019 average, while municipalities in pink and shades of red had higher mortality. Those in
beige are where mortality was mostly unchanged in 2020. In Sweden, many municipalities in the
south had excess mortality. Noticeable is a ring of municipalities surrounding Stockholm with
excess mortality. During the first two months of the pandemic, March-May 2020, there were
2,110 excess deaths in the Stockholm Region (Calderén-Larrafiaga, o.a., 2020). Many of these
occurred in distant suburbs with high shares of socioeconomically deprived populations
(Sigurjénsdéttir, Sigvardsson, & Oliveira e Costa, 2021). There was a disproportionate impact of
Covid-19 in Stockholm (Kolk, Drefahl, Wallace, & Andersson, 2021). Denmark had a mix of
municipalities with slight excess mortality, slight mortality deficits, or little change, consistent
with having very moderate excess mortality overall. Finland showed a similar pattern, with some
municipalities recording excess mortality and others mortality deficits. Consistent with having no
excess mortality at the national level, Norway had many municipalities with moderate or
significant mortality deficits and only a few areas with high amounts of excess mortality. In
Iceland, with the exception of the Reykjanes Peninsula, there were no large differences in excess
mortality throughout the country.
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Map 2.1. Excess mortality by region.

> See map in Nordregio's map gallery
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Life expectancy

The excess mortality described above has affected overall life expectancy at birth across Europe.
In 2019, prior to the start of the pandemic, Spain, Switzerland, and Italy had the highest life
expectancy in Europe, followed closely by Sweden, Iceland, France, and Norway. Finland and
Denmark had slightly lower levels but were still at or above the EU average (Eurostat, 2021). Life
expectancy across the EU as a whole and in nearly all other countries has been steadily
increasing for decades. Declines in life expectancy are rare, but that is indeed what happened in
many countries in Europe during the pandemic in 2020. One study of upper-middle and high-
income countries showed that life expectancy declined in 31 of 37 countries in 2020 (Islam, et al.,
2021). The only countries of those included in the study where life expectancy did not decline
were New Zealand, Taiwan, Iceland, South Korea, Denmark, Finland, and Norway. The largest

falls were in Russia and the United States.

The high excess mortality in Sweden in 2020 has had an impact on life expectancy. In Iceland,
Norway, Finland, Denmark and the Faroe Islands, life expectancy went up for both sexes in 2020.
In Sweden, life expectancy fell by 0.7 years for males from 81.3 years to 80.6 and for females by
0.4 years from 84.7 to 84.3 years (Statistics Sweden, 2021). The steeper decline in life expectancy
for males is consistent with the larger number of excess deaths among males (Kolk, Drefahl,
Wallace, & Andersson, 2021).

Thus, compared to other Nordic countries, the adverse mortality impact of the pandemic has
been greater in Sweden. However, when comparing Sweden to the rest of Europe, it is the Nordic
countries, other than Sweden, which are exceptional (Eurostat, 2021). The trend among countries
in Europe is a fall in life expectancy in 2020. The largest declines were in countries in Southern
and Eastern Europe. Italy and Spain were among the countries with the highest excess mortality
during the first wave. The only countries in which life expectancy increased in 2020 were Iceland,
Denmark, Finland and Norway. Sweden falls in the middle of the European ranking in terms of
the size of the decline in life expectancy. In nearly all countries, the fall in life expectancy was

greater for males than females.
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Conclusions

This chapter examined three aspects of mortality to assess the impact of the Covid-19 pandemic
in the Nordic countries — deaths directly attributable to Covid-19, excess mortality, and change in
life expectancy. Sweden, and to a lesser extent, Denmark had high rates of Covid-19 deaths
during periods of the pandemic. In the other Nordic countries, the impact of Covid-19 mortality
on overall mortality was minimal. For most of the pandemic, per capita Covid-19 mortality in the
Nordic countries has been less than the EU average, except for Sweden during the spring of 2020
and winter 2020-2021. The Nordic Region registered excess mortality in 2020, the first year of
the pandemic. This excess was most pronounced in Sweden. Excess mortality decreased in 2021,
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largely due to the absence of any excess mortality in Sweden. The excess was marginal in
Finland, Iceland and Norway in both years but increased in Denmark in 2021. Regarding life
expectancy, Sweden seems to be the outlier among the Nordic countries with a decline in life
expectancy in 2020, while Iceland, Norway, Finland, and Denmark are outliers among the
European countries in having increases in life expectancy. More recent data are needed to fully
access the impacts of the pandemic on health and mortality in the Nordic countries and
territories.

The pandemic is far from over. It is too early to tell which Nordic and other countries had the
best long-term strategies to prevent high levels of mortality and illness. Some of the impacts
such as mortality from Covid were felt immediately, while others such as long-Covid, other
health impacts, and psychological or economic impacts on health may take longer to be felt. As
noted at the beginning of the chapter, the populations in the Nordic countries had good health
indicators prior to the start of the pandemic, which contributed to less severe impacts than
other European countries. Nordic welfare policies certainly contributed to having healthier
populations. Several assessments are underway but further studies with more data are needed
to determine the effects of different mitigation strategies in the Nordic countries on overall
wellbeing during the pandemic and beyond.
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3. Marriage, divorce, and birth
trends
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Throughout the Covid-19 pandemic, researchers and policy makers have predominantly focused
on understanding and mitigating the impacts of the new virus on health and mortality. This is
understandable, given that death rates soared during the first waves of the pandemic.
Nonetheless, there is a growing recognition that the pandemic and mitigation measures also had
a profound effect on the wellbeing of couples and families. Fear of infection, social distancing
requirements, teleworking and other measures made it difficult to meet people, start new
romantic relationships and marry. Mitigation measures have also influenced existing
relationships and fertility choices (Aassve, Cavalli, Mencarini, Plach & Livi Bacci, 2020).

This chapter explores family formation, dissolution, and fertility trends in the Nordic Region
during the pandemic, with occasional comparisons of the Nordic experience with the rest of
Europe. As changes in fertility have implications for population dynamics, the chapter will also
examine how fertility changes have affected natural population change. It concludes that the
Nordic Region stands out in a European context with increasing numbers of births and natural
population growth even during the pandemic.

A bad time for romance? Dating and marriage during
the pandemic

When the Covid-19 pandemic reached the Nordic Region in early 2020, all of the Nordic
governments adopted measures to curb the spread of the virus. Denmark, Finland, Norway, and
Iceland adopted more restrictive measures, such as closing schools and universities, restricting
cultural events and sporting activities, limiting the opening hours of bars and restaurants, and
issuing recommendations for social distancing and teleworking. Sweden adopted a somewhat
less restrictive approach, relying at least initially mostly on less restrictive recommendations.
Nonetheless, also in Sweden, social distancing and teleworking were recommended, with people
spending more time at home, both to work remotely and during leisure time (Hansen, Serensen &
Anderssen, 2021).

The pandemic and the different protective measures abruptly and profoundly limited
opportunities for human contact. They also influenced people's opportunities to date and
develop romantic relationships (Stettersten et al., 2020). Many places where people usually meet
such as schools, universities, workplaces, bars, and restaurants were closed or subject to social
distancing requirements. Private parties and other social gatherings were also often put on hold.
People therefore increasingly turned to dating apps to connect with others. According to a year-
end report from the dating app Tinder, 2020 was the busiest year in its history (Tinder, 2021).
People spent more time on Tinder, sent more and longer text messages and used video chats
more frequently (Wiederhold, 2021). Emerging research suggests that the use of dating apps has
helped to reduce feelings of loneliness, especially among young people and singles. Nonetheless,
some groups also became frustrated with the difficulty of forging intimate connections via these
tools (Portolan & McAlister, 2021).

While research on relationship formation during the pandemic is only just emerging, existing
statistics already show a clear effect of the pandemic on marriage. Figure 3.1 (left panels) shows
the monthly number of marriages in the Nordic countries, Greenland and Aland, and compares
the years 2019, 2020 and 2021.”

3. Forlceland and the Faroe Islands, marriage and divorce numbers by month are not available. Annual statistics from the
NSls for 2019 and 2020 show that the total number of marriages declined in both cases. The number of divorces
declined in Iceland but remained stable on the Faroe Islands. Marriage and divorce numbers by month for 2021 were also
not yet available from Norway at the time of writing.
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In 2019, the number of weddings peaked during the summer months and was at a low level
during the winter across the Nordic Region. In 2020 and 2021, marriage trends followed a similar
pattern, with most weddings occurring in July and August. Nonetheless, in total, fewer couples
tied the knot after the start of the pandemic. Falls in marriage numbers were greater in some
countries (e.g., Sweden and Norway) than in others (e.g., Finland and Greenland). One potential
reason for these differences may be infection rates, which were, for instance, higher in Sweden
than in Finland during the first waves of the pandemic (see Chapter 2), as a result of which
couplef in Sweden may have been more likely to postpone wedding plans due to coronavirus
fears.

In several countries, such as Denmark, Norway and Sweden, decreases in the number of
marriages were more pronounced during the first half of 2020 and 2021 than during later parts
of these years. In Denmark, and to a lesser extent in Finland and Norway, there was even a short
marriage boom in October 2020. This may have been a reaction to Covid-19 infection rates which
had been low during the summer and early autumn of both years. More couples may have felt
encouraged to plan and eventually host their weddings after such a period with more limited
virus transmission. Nonetheless, even these short marriage booms could not offset the overall
decline in marriage numbers during the pandemic.
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4. Figure 1also shows a short-lived marriage boom in February 2020 in all four of the Nordic countries included here. It is
possible that some couples preponed planned weddings or decided to marry at short notice when initial news about the
threat of a pandemic was gaining traction in the media.
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Figure 3.1. Marriages and divorces in the Nordic Region, 2019-2021.
Source: NSls.

Sticking together despite added stress? Couples
during the Covid-19 pandemic

The Covid-19 pandemic not only reduced opportunities to date and marry, but also transformed
the day-to-day lives of established couples. After teleworking and social distancing
recommendations were introduced, many couples suddenly spent an unusual amount of time at
home with little external support or distraction. ° This may have strengthened the bond of some
couples but also increased the risk of tension and conflict (Prime, Wade & Browne, 2020).
Financial strain also increased for many couples due to job loss or furlough schemes with unclear
perspectives for the future (see Chapter 5). For couples with young children, these challenges
were compounded by the closures of schools and childcare 1‘:ccilities.6 This meant that parents
had to spend substantially more time caring for their children and supporting their remote

5. The opposite situation applied to couples and families living in separate households in different Nordic countries. For
them, border closures made it difficult or impossible to meet during parts of the pandemic.

6. In Sweden, where kindergartens and primary schools were never closed, parents may have been less affected by
increasing childcare burdens, although many afterschool activities and meetings with families and friends were also put
on hold there.
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learning, in addition to fulfilling their own work obligations. These multiple demands were
particularly challenging for single-parent families (OECD, 2020; Klette, Sigurdardéttir & Martin,
2021). For children with special care needs, access to services was also often reduced or
cancelled, adding to family stress (OECD, 2020). First research suggests that a disproportionate
share of the additional care burden was shouldered by women (Sevilla & Smith, 2020; Power,
2020). This even seems to have been the case in the Nordic countries which are often considered
front runners in gender equality (Hjdimsdéttir & Bjarnadéttir, 2021; Dahlqgvist, 2021).

On the flip side, surveys reveal that some couples and families have coped well during the
pandemic, and even appreciated the slower pace of life and the increasing amount of time spent
at home. Such positive experiences were mainly reported by socio-economically better-placed
couples with no pre-existing vulnerabilities. Families that were already struggling before the
Covid-19 pandemic, such as low-income families, single-parent families and those living in
overcrowded housing, experienced the pandemic as more stressful (Sjogren et al., 2021, OECD,
2020).

Overall, the Covid-19 pandemic put many families in a highly unusual and demanding situation,
with couples often having to balance family, work obligations and/or home schooling with little
support or respite while also having to deal with social isolation and financial or health worries.
These cumulative factors heightened stress levels, anxiety and depressive symptoms among
some adults and children and increased the risk of harsh parenting and domestic violence
(OECD, 2020). The diverse stressors also increased risks of conflict in couples, separation, and
divorce (Prime, Wade & Browne, 2020).

In the Nordic countries, divorce processes usually take between six months and one year to
complete. If the couple does not have children and the divorce is amicable, it can even be granted
with immediate effect in Sweden and Denmark. As shown in Figure 3.1 (right panels), there has
been no upswing in the number of divorces in the Nordic Region so far, neither during the early
months of the pandemic, nor after a six-month or one-year delay. The only exception is Denmark,
where the number of divorces was visibly higher throughout 2020 and parts of 2021 than it had
been in 2019. However, there may be other factors than the pandemic at play in this specific
case. According to Fallesen (2021), the jurisdiction for divorce was transferred from the Danish
State Administration to the Danish Agency of Family Law at the start of 2019. This move caused
substantial delays in the processing of divorce cases, which depressed the number of finalized
divorces in 2019 while increasing them in 2020 when the backlog was resolved. Taking these
administrative issues into account, Fallesen (2021) finds no indication that people's intention to
divorce has increased during the Covid-19 pandemic.

Even though divorce numbers have so far not increased notably in the Nordic countries, it is too
early to judge the long-term impact of the pandemic on relationships and marital stability.
Relationship breakdown, separation and divorce are processes that can take extended periods of
time (Fallesen, 2021). During the pandemic, some spouses whose marriage has come under
pressure may have decided to postpone separation and/or divorce due to practical or economic
considerations. For one, the pandemic has been a period of economic insecurity. For many
people, the prospect of leaving a spouse and starting a new life may have been too daunting in
this context. Housing prices also increased substantially during the pandemic, which may have
put practical limitations on spouses’ opportunities to establish separate households (see
Chapter 9). It was probably also more difficult to obtain legal advice and divorce counselling
during the pandemic. As a result, some couples may have decided to stick together, and divorces
might only occur after a delay, if at all. In addition, it is important to note that Figure 3.1 only
shows the number of finalised divorces. It does not capture the number of married and
cohabiting couples who separated during the pandemic. Divorce statistics hence mask some
aspects of relationship instability.

Baby boom or baby bust? Changes in the number of
births during the pandemic

During the first months of the pandemic, questions were also raised about how the pandemic
would affect couples' fertility choices. One expectation was that the different restrictions,

including lockdowns and social distancing requirements, might lead to a baby boom as couples
would spend more time together at home with fewer distractions (see Déring, 2020). Others
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predicted, on the contrary, that the pandemic would lead to a baby bust. Economic uncertainty
and unemployment might lead couples to postpone or forego fertility plans. Worries about a
possible infection of mother and baby during or after pregnancy and relationship strain were
also thought to play a role (United Nations, 2021a). In addition, access to assisted reproductive
technology was more difficult to obtain in some countries, leading to fewer pregnancies among
couples with fertility challenges (Aassve et al., 2020).

Change in the number of births during the pandemic © Nordregio
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Map 3.1. Percentage change in the number of live births, comparing January-September
2021 to the same period in 2020.
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Map 3.1 shows the number of births during the first nine months of 2021 (January to September)
compared to the number of births during the same months in 2020. The babies born during the
first nine months of 2021 were conceived between the spring and winter of 2020 when the first
waves of the pandemic affected Europe. Babies born during the first nine months of 2020 were
conceived in 2019 (i.e., before the pandemic). Map 3.1 therefore compares the number of births
conceived before and during the pandemic.

At the time of writing, it seems as if both baby boom and baby bust predictions have been
correct, with developments playing out differently across countries (see also Sobotka et al.,
2021). In many Southern and Eastern European countries, such as Spain, Italy or Romania, the
number of births declined by more than 3% during the first nine months of 2021. In Portugal and
Poland, but also Greenland, drops in the number of births were particularly sharp with more than
5% fewer babies born in 2021. In several of these "baby bust” countries, these decreases in
fertility came on top of already low fertility rates. Spain, Italy, Portugal and Poland, for instance,
all already had a total fertility rate (TFR) of less than 1.5 children per woman before the crisis
(Figure 3.2). These values are substantially below the so-called ‘replacement ratio' of 2.1 children
per woman, which is necessary to maintain population size. In these countries, existing
demographic challenges have thus been aggravated during the pandemic (Luppi, Arpino &
Rosina, 2020).

Total fertility rate (TFR) in European countries, 2019
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Figure 3.2. Total fertility rate (TFR) in European countries, 2019.
Source: Eurostat.

In a second group of countries, the number of births remained relatively stable during the
pandemic (decreases or increases up to 1%). Several Central European countries such as
Hungary, Czechia or Croatia fall into this category, but also Sweden, where the number of births
was 0.7% higher during the first nine months of 2021 compared to the previous year. In these
countries, the experience of the pandemic apparently did not compel couples to substantially
change their fertility plans.

Finally, in a third group of countries the number of births was higher during the first nine months
of 2021 than during the same period in 2020 (changes of at least +1%). This includes Belgium,
Austria and Germany, but also Denmark. In Norway, Iceland, Finland and the Netherlands, as
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well as Aland, increases in birth numbers were particularly pronounced (+5% or more).7 In
Norway, Iceland and Finland this upturn in the number of births has come after a decade-long
decline in fertility rates, thus reversing the trend, at least temporarily (Karlsdéttir, Heleniak &
Kull, 2020). In these countries, couples seem to have considered the pandemic context as a good
opportunity to fulfil fertility intentions.

How can the differential impact of the pandemic on fertility trends in Europe be explained? One
hypothesis that has gained traction is that couples continued to have babies during the
pandemic in countries with strong social safety nets such as the Nordic countries, where couples
trusted that the state would replace lost income during and after the pandemic (Brown & Lorek,
2021; United Nations, 2021b). In the Nordic Region, gender and social policies have promoted
gender equality, female labour force participation, and men's involvement in care work since the
1960s. All Nordic countries offer generous paid parental leave schemes, often with targeted
"daddy months", as well as affordable childcare services to help both parents combine work and
family obligations (Karlsdéttir, Heleniak & Kull, 2020). When careers were put on hold for couples
due to reduced work hours, layoffs or unemployment, some couples may have considered these
career breaks as a useful occasion to have a(nother) child and simultaneously buffer family
income with parental leave payments (Brown & Lorek, 2021). In countries whose economies were
already strongly hit during the global financial crisis in 2007 and 2008 and where social safety
nets and family policies are less generous, such as Spain or Italy, the threat of a new crisis may
have led more young people to postpone or even abandon fertility plans (Luppi et al., 2021). A
further reason for the baby boom in several Nordic countries may be that infection and mortality
rates were lower during the first year of the pandemic than in other parts of Europe (with the
exception of Sweden), and economic decline was not as steep, which may have contributed to
maintaining feelings of social and financial security among couples (see Chapter 2 and Chapter
8).

While most Nordic countries and autonomous territories saw a rise in births during the
pandemic, not all regions followed this trend to the same extent (Map 3.2). Rural regions stand
out as having had both baby booms and baby busts during the pandemic. In Finland, for
example, rural regions reported both large increases in births (Kainuu) but also declines (Central
Ostrobothnia). In Sweden, only a few regions registered an increase in the number of babies
conceived during the pandemic; among those were rural Gotland and Jamtland. Kronoberg and
Dalarna, by contrast, reported a drop of more than 3% in the number of births.

7. Note that in the autonomous regions, the annual number of births is comparatively low due to the small population
sizes. Even small changes in the number of births therefore translate into large proportional changes.
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Map 3.2. Percentage change in the number of live births in Nordic regions, comparing

January - September 2021 to the same period in 2020.

> See map in Nordregio's map gallery

Natural population change in the Nordic Region

During the pandemic, the Nordic Region not only experienced an increase in the number of births.
During the first waves of the pandemic, most Nordic countries and autonomous regions also
experienced somewhat elevated mortality levels, especially Sweden (see Chapter 2). Both of
these factors influenced natural population change, which is defined as the difference between
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the number of live births and deaths in a given period of time. Natural population change can be
positive, in which case the number of births exceeds the number of deaths. It can also be
negative when there is an excess of deaths over births. By definition, migration trends are not
taken into account when considering natural population chcmge.8

Overall, natural population change was positive across most of the Nordic Region during the
pandemic. This is shown in Figure 3.3, which compares the crude rate of natural population
change for a range of countries. The crude rate of natural population change is defined as
natural change per one thousand persons. This ratio controls for the population size of the
various countries and regions. Figure 3.3 shows that the number of births exceeded the number
of deaths in the Nordic countries during the period January to September 2020, when the first
wave of the pandemic took place, and during the same period in 2021 when later waves affected
the Nordic countries. Rates of natural population change were in some cases even higher during
the pandemic than between January and September 2019 (i.e., pre-pandemic). The only
exceptions are /:\Iond, where natural population change turned negative in 2020, and Finland,
which experienced negative population change during all three time periods. However, the baby
boom during the first nine months of 2021 meant that natural population decline was not as
pronounced as in previous years.

In a European comparison, the Nordic countries occupy an exceptional position. Most other
countries reported natural population decline during the first nine months of 2019, 2020 and
2021. In many countries such as Latvia, Poland and Romania, natural population decline became
especially pronounced during 2021, both because of increased mortality and declines in fertility.

8. For a map on total population change, including migration, see Chapter 4.
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Crude rate of natural population change in European countries
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Figure 3.3. Crude rate of natural population change across European countries (per 1,000
persons), January to September 2019, 2020 and 2021.
Source: NSis.

While all Nordic countries except Finland were characterised by positive natural population
change during 2021, this growth was often particularly pronounced in and around cities and
towns, with their relatively youthful populations (Map 3.3). Urban centres and their surrounding
areas such as Stockholm and Malmé in Sweden, Oslo and Trondheim in Norway, Espoo and
Helsinki in Finland or Aarhus and Copenhagen in Denmark all reported among the highest rates
of natural population growth during the first nine months of 2021. Rural regions with their often-
older population age structures were more likely to experience natural population decline, a
pattern that had already existed prior to the pandemic. Especially in Finland, many rural
municipalities reported high natural population decline during the first nine months of 2021,
despite increases in the number of births, as shown in Map 3.2. In the other Nordic countries, only
a few municipalities experienced similarly high levels of natural population decline.
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Map 3.3. Natural population change in the Nordic Region (January to September 2021).

> See map in Nordregio's map gallery

Conclusions

The Covid-19 pandemic and related mitigation measures have profoundly influenced the daily
lives of couples and families. Teleworking, school closures, social distance requirements and other
measures meant that families spent more time together at home with fewer distractions,
activities and support than usual. Financial and health worries heightened stress levels, in
particular among families with pre-existing vulnerabilities.

Despite these complex challenges, data and research presented in this chapter suggest that the
pandemic has so far had a comparatively modest impact on family formation and dissolution
trends in the Nordic Region. Despite expectations that the pandemic could increase risks of
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conflict in couples and divorce, there has so far been no notable increase in the number of
divorces in the Nordic countries or Greenland and Aland. And while couples in several other
European countries decided to postpone or forego fertility plans, the number of births has
remained stable or even increased across almost the entire Nordic Region. This has been
interpreted as a sign of couples' trust in the welfare systems and in the ability of the Nordic
economies to master the current crisis situation. Increases in the number of births helped to
maintain natural population growth. While natural population decline accelerated during the
pandemic in many other European countries, this has not been the case in the Nordic Region. In
all of the countries except Finland, the number of births was higher than the number of deaths
during the pandemic, leading to natural population growth.

Nonetheless, it would be too optimistic to conclude that all is well in the Nordic welfare states.
Emerging research suggests that the pandemic may have increased stress levels, anxiety and
depression symptoms among couples and families. Those who were in a vulnerable position
before the pandemic, such as single-parent or low-income families, are likely to have been hit the
hardest. These families and their children may need additional support going forward to avoid
long-term disadvantages in terms of health, social and material wellbeing. Initial research from
the Nordic countries and beyond also indicates that women have often taken over a larger share
of additional care responsibilities during the pandemic, with implications for their health, careers,
and income. Further research is needed to understand the long-term consequences of the
pandemic on gender equality in the Nordic Region. Nordic co-operation can play an important
role in comparing experiences and develop best practice in addressing the social effects of the
pandemic.
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4. Migration

Author: Timothy Heleniak and Johanna Carolina Jokinen
Maps and data: Johanna Carolina Jokinen and Timothy Heleniak

To prevent the spread of Covid-19, starting in early 2020 and continuing to the present, the
Nordic, EU and other countries instituted measures to restrict, prohibit or discourage mobility. As
described in the introduction, these included recommendations against travel outside

one country, restrictions against entry, mandatory quarantines upon entry, suggested or
mandatory testing for Covid-19, restrictions on movement between regions within countries,
and requirements to show proof of vaccination status. Many of these restrictions on movement
ran counter to Nordic or EU norms guaranteeing free movement. These mobility barriers were
constantly changing, difficult to follow, and implemented with varying degrees of enforcement.
While it remains to be seen how effective these anti-mobility measures have been in preventing
the spread of the virus, it does seem that they have had a significant impact on mobility. This
includes people travelling and commuting and those making permanent moves across
international borders or within the Nordic countries.

Prior to the onset of the pandemic, several trends characterised migration and mobility in the
Nordic Region. First, compared to other high-income countries, the populations of the Nordic
countries are relatively mobile, as noted in the previous State of the Nordic Region (Heleniak,
2020). In the Nordic countries, between 13% and 16% of the population change residence in any
given year. Second, immigration has accounted for two-thirds of the population increase in the
Nordic Region since 1990. As a result, the share of the populations which are foreign-born has
reached historic highs. Third, there has been a long-term trend of urbanisation, away from
remote and rural regions towards the larger urban settlements in all of the Nordic countries and
regions. A fourth trend of the Nordic populations is multi-locality, spending considerable
amounts of time in different homes, as there is a long tradition of second-home ownership
(Slatmo, Ormstrup Vestergdrd, & Lidmo, 2020).

Chapter 6 in this volume analyses the impact of the pandemic on labour mobility and travel. This
chapter provides an overview of how the pandemic and migration restrictions have affected
international and internal migration patterns in the Nordic countries since the start of 2020 and
the contribution of migration to population change. Migration, as defined here, encompasses
permanent changes in residence. Many of the mobility restrictions put in place had a quite
immediate impact on travel, commuting and short-term mobility. Permanent changes in
residence take longer to plan and execute, but the mobility restrictions also indirectly impacted
migration.

International migration

Annual data on international migration

Travel and commuting were immediately affected by the restrictions put in place early in the
pandemic to curb the spread of Covid-19 (Giacometti & Wgien Meijer, 2021). Many of these initial
restrictions were comparatively severe as considerable uncertainty existed on how the virus was
spread. Migration was also affected by the restrictions as there were declines in both
immigration to and emigration from the Nordic countries. There is a longer lead time for a
permanent change in residence, as it often involves a job search, the sale or purchase of a home,
a physical move, and, if across an international border, satisfying of legal requirements. Some
permanent moves were already underway when restrictions started in spring 2020. Though
mobility restrictions did not cover the whole year, their impact on migration was felt in 2020.

From 2019 to 2020, immigration declined by 15-30% to Iceland, Norway, Sweden and Denmark,
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while there was no decline in Finland (Figure 4.1). There were declines in immigration to
Greenland and the Faroe Islands and an increase to Aland (Statistics Faroe Islands, 2027;
Statistics Greenland, 2021; Statistics and Research Aland (/:\SUB), 2021). There were slight
increases in emigration from Iceland and Sweden, no change in Norway, and decreases from
Finland and Denmark (Figure 4.2). There was a 25% decline in emigration from Greenland and no
change from theFaroe Islands and Aland. When data becomes available for 2021, the numbers
are expected to show a further decline in migration due to uncertainty and continued
restrictions.

Immigration into the Nordic countries, 1990 to 2020
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Figure 4.1. Immigration into the Nordic countries, 1990 to 2020.
Source: NSls.
Note: Data from Finland include Aland.
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Figure 4.2. Emigration from the Nordic countries, 1990 to 2020.
Source: NSls.
Note: Data from Finland include Aland.

Periodic data on international migration

Periodic migration data is available to measure the impact of the mobility restrictions on
permanent changes in residence, both international and internal. Monthly data are available for
the Faroe Islands, Finland, Greenland and Sweden (Statistics Faroe Islands, 2021; Statistics
Finland, 2021; Statistics Greenland, 2021; Statistics Sweden, 2021). Quarterly data is available
for Denmark, Norway and Iceland (Statistics Denmark, 2021; StatBank Norway, 2021; Statistics
Iceland, 2021). There is a seasonality to migration which makes it difficult to disentangle the
impacts of migration restrictions. There tends to be a peak in migration during the summer
months. There does seem to have been a drop in both immigration and emigration from April to
June 2020, followed by an upswing later in the summer for some countries due to the easing of
restrictions or the resumption of delayed moves. However, these upswings were minor and did
not compensate for the smaller number of moves during the earlier period. The decisions
regarding migration and border closures taken earlier in the pandemic were made with
incomplete information on how the virus spread, preferring to err on the side of caution through
strict measures. Immigration to the Nordic countries seems to have been affected more by the
pandemic than emigration, with larger declines in immigration, perhaps because the Nordic
countries generally have net immigration. Based on the monthly data for Sweden for 2021,
immigration will be about half of the average for the previous five years, and emigration will be
about 90%. Based on quarterly data for 2021, both immigration and emigration in Denmark will
be about 20% lower than the average and Iceland will have about 10% less immigration and

emigration.

Migration by citizenship and country

One trend in the Nordic countries in recent years has been net emigration of citizens and net
immigration of non-citizens (Heleniak, 2018), the flows of non-citizens into the countries being
much larger than the outflows of citizens. This trend was reversed or weakened in 2020,
presumably because many people thought that they would be better off in their country of
citizenship during the period of restrictions and shutdowns. Nearly every country in the world
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allowed its citizens to return during the pandemic. Collectively, in the five Nordic countries, net
emigration was 6,993 citizens in 2019, which changed to net immigration of 2,347 in 2020. Net
immigration of non-citizens remained positive but fell considerably between 2019 and 2020 from
130,184 to 73,539.

The closure of national borders has had an impact on migrants and asylum seekers. One
consequence has been that work-at-home and physical distancing orders have made interviews
or screening of migrants either impossible or difficult (Rasche, 2020). This has had an especially
large impact on third-country nationals who need residence permits to stay in Nordic countries
(Sommarribas & Nienaber, 2021). The restrictions on movement left some migrants stranded
without a legal right to live in the country where they were residing (Newland, 2020). In other
cases, migrants chose to return to their countries of origin after losing their jobs abroad. The
pandemic has been described as a disaster of immobility rather than forced migration. With the
border closures favouring some sending countries over others, the patterns of migration by
country changed in 2020.

Immigration into Iceland declined by 1,777 in 2020. Most of this decline consisted of lower
immigration from the Czech Republic, Lithuania, Poland and Serbia, traditional sources of labour
for Iceland (Statistics Iceland, 2021). Norway's decline in immigration of 14,078 in 2020 consisted
of declines in immigration from Poland, India, Uganda, the Philippines and Lithuania, again
mostly countries that export labour (StatBank Norway, 2021). Immigration into Sweden declined
by 33,287 in 2020, with the largest numerical declines coming from Afghanistan, India, Syria,
Eritrea, Iran, Iraq, Somalia, China, Pakistan, Bangladesh, Poland and Romania, a combination of
countries from which refugees flee, labour is exported and students are sourced (Statistics
Sweden, 2021). The level of immigration to Finland was the same in 2020 as the previous year,
with small increases from Sweden, Germany and Spain and small declines from Serbia, Turkey
and India (Statistics Finland, 2021). Immigration into Denmark declined by 13,578 in 2020, with
the largest declines from the USA, India, Romania, China, Ukraine, Argentina, Lithuania and
Poland, a combination of countries from which students and labour are sourced. Immigration
into the Faroe Islands only declined slightly in 2020, mostly consisting of declines from Lithuania,
Poland and Romania, countries that export labour (Statistics Faroe Islands, 2021). Immigration
into Greenland declined by 400 in 2020, nearly all of the fall due to declines in immigration from
Denmark, its major migration partner (Statistics Greenland, 2021). Aland was a rare exception
where immigration increased by 110 in 2020, mostly due to increased immigration from Sweden
(Statistics and Research Aland (Z\SUB), 20271). Thus, the picture that emerges from the early part
of the pandemic in 2020 is decreased immigration into the Nordic countries and regions. The
largest declines were from eastern European countries that export labour. There were also
declines from countries that send students, and Sweden registered a decline from countries that
have traditionally been sources of refugees. Because of the longer lead time for international
migration, when data for 2021 becomes available, a more complete portrait of the patterns of
immigration to the Nordic Region will emerge.

Emigration from Iceland increased by 944 persons in 2020 (Statistics Iceland, 2021). The main
destinations to which emigration increased were Croatia, Lithuania, Latvia, Poland, Portugal and
Romania, all countries which had sent large numbers of labour migrants to Iceland in previous
years. Emigration from Norway was essentially unchanged from 2019 (StatBank Norway, 2021).
Emigration from Sweden increased by 1,219 in 2020 (Statistics Sweden, 2021). There were
increases in emigration of those with Romanian, Chinese, Polish, Lithuanian, Syrian or Somalian
citizenship. In 2020, emigration from Finland declined by 2,179 (Statistics Finland, 2021). The
largest declines were to the neighbouring countries of Sweden, Estonia, as well as to Russia, the
United States and the United Kingdom. Emigration from Denmark declined by 15,177 in 2020
(Statistics Denmark, 2021). The destination countries with the largest declines in emigration
from Denmark were the USA, Poland, Romania, Australia and Spain. In 2020, emigration from
Greenland declined by 656, all related to declining emigration to Denmark (Statistics Greenland,
2021). Emigration from the Faroe Islands stayed roughly the same in 2020 as the previous year
(Statistics Faroe Islands, 2021), as did emigration from Aland (Statistics and Research Aland
(ASUB), 2021).

Regional patterns of international migration

Map 4.1 shows the annual average international net migration from 2010 to 2019 and in 2020. At
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regional level, there are only minor changes between the maps. At municipal level, the maps

show more changing patterns. In Denmark, Norway and Sweden, several municipalities — both in

the capital, intermediate, and rural regions —had lower levels of international net migration in

2020. In Iceland and Finland, the picture is more balanced, with some municipalities showing a

decrease, others an increase. In the Faroe Islands and Greenland, several municipalities/regions

had an increase in international net migration.
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Map 4.1a. Net international migration rate 2010-2019.

> See map in Nordregio's map gallery
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Map 4.1b. Net international migration rate 2020.
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Internal migration

Internal migration over time

This section turns to internal migration, permanent moves made within countries. As noted
above, the populations of the Nordic countries tend to be more mobile than those elsewhere in
Europe. The data upon which to analyse the impacts of the pandemic on internal movements is
rather fragmented. Based upon annual data, there were increases in internal migration as
opposed to the declines seen for immigration and emigration. From 2019 to 2020, the number of
people moving internally within Denmark increased by 4% to the highest total in the past four
decades (Statistics Denmark, 20217). In Iceland, over the same period, the number of people
moving internally increased by 16% to the highest level since 1986 (Statistics Iceland, 2021). In
Sweden, the number of internal moves increased by 4% in 2020, to the highest level since at
least 2000 (Statistics Sweden, 2021). In the Faroe Islands, there was an 8% increase in internal
migration (Statistics Faroe Islands, 2021). In Finland, there was a 2% increase in internal moves
(Statistics Finland, 2021). Norway also had an increase in internal moves in 2020 of 6% to its
highest level in the past sixty years (StatBank Norway, 2021). Greenland seems to be the only
area where there was a decline in internal movements in 2020, of 14% (Statistics Greenland,
2021). Based on these preliminary data, it appears that the mobile Nordic populations responded
to the pandemic and shutdowns by increasing their internal migration. More data, time, and
research will be needed to understand the patterns of migration and motivations behind these
increases.

In the Nordic countries and elsewhere, without the requirement to show up at the office every
day, or only periodically, many chose to live further from the office, either at a second home or to
move further away (Kolko, Emily, & Bui, 2021). Most of the Nordic countries had relatively high
shares of the labour force working from home, even before the pandemic (see Chapter 7). In
2020, there were increases in the number of people who moved away from Stockholm, Oslo,
Helsinki and Copenhagen, but there were increases in previous years as well. There is some
speculation that the movement away from city centres in the Nordic capitals might not be a
temporary phenomenon (Botsjoé & Backlund, 2021).
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Map 4.2a. Net internal migration rate 2010-2019.
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Map 4.2b. Net internal migration rate 2020.
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Regional patterns of internal migration

Map 4.2 compares annual average internal net migration between the period 2010 to 2019 and
2020. The maps show several interesting patterns, suggesting that there may be an increasing
trend towards urban-to-rural countermigration in all the five Nordic countries because of the
pandemic. In other words, there are several rural municipalities — both in sparsely populated
areas and areas close to major cities — that have experienced considerable increases in internal
net migration. In Finland, for instance, there are several municipalities in Lapland that attracted
return migrants to a considerable degree in 2020 (e.g., Kolari, Salla, and Savukoski). Swedish
municipalities with increasing internal net migration include municipalities in both remote rural
regions (e.g., Are) and municipalities in the vicinity of major cities (e.g., Trosa, Upplands-Bro,
Lekeberg, and Osterdker). In Iceland, there are several remote municipalities that have
experienced a rapid transformation from a strong outflow to an inflow of internal migration
(e.g., Asahreppur, Téalknafjardarhreppurand, and Fljétsdalshreppur). In Denmark and Norway,
there are also several rural municipalities with increasing internal net migration, even if the
patterns are somewhat more restrained compared to the other Nordic countries. Interestingly,
several municipalities in capital regions are experiencing a steep decrease in internal migration
(e.g., Helsinki, Espoo, Copenhagen and Stockholm). At regional level, such decreases are noted in
the capital regions of Copenhagen, Reykjavik and Stockholm. At the same time, the rural regions
of Jémtland, Kalmar, Sjeelland, Nordjylland, Nordurland vestra, Nordurland eystra and Kainuu
recorded increases in internal net migration. While some of the evolving patterns of
counterurbanisation were noted before 2020 for the 30-40 age group (Jokinen & Cuadrado,
2020), these trends seem to have been strengthened by the pandemic. In addition to return
migration, there may be a larger share of young adults who decide to stay in rural regions. These
trends are based on data on permanent places of residence. Given the large number of people
with second homes in the Nordic Region, it is possible that many people are spending increased
amounts of time in those homes, but these flows are not captured in the data (Slatmo,
Ormstrup Vestergdrd, & Lidmo, 2020).

Migration as a component of population change

National level trends

The population of the Nordic Region has been growing slowly in recent decades, with one-third of
growth coming from natural increase and two-thirds from net immigration. While the population
continued to grow in 2020, it was the smallest population increase in 16 years (Table 4.1). The
same pattern held with net immigration accounting for most of the population growth. While
there continued to be a natural increase (more births than deaths), the excess of births over
deaths was the smallest in two decades. The number of births declined slightly, by 0.8% from
2019 to 2020 but has been declining since peaking in 2010, mostly because of there being fewer
women of childbearing age. There was a 4.8% increase in the number of deaths in 2020, which
caused the natural increase to be so low, though it remains higher than in many European
countries where there is a decrease (see Chapter 3). While there has been a slow increase in the
number of deaths in recent years due to an ageing population, much of the increase in 2020 was
due to the pandemic (see Chapter 2). While more people immigrated to the Nordic Region than
emigrated, the impact of mobility restrictions was already apparent in 2020. Net immigration
was the smallest since 2005, shortly after the major EU enlargement. Between 2019 and 2020,
immigration fell by 21%, emigration by 9%.
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. Population change, 2020 Population change, 2020
Population (Jan 1)
(absolute) (absolute)
Natural Net Natural Net
2020 2021 Total |, oo NEE g oo TeE
increase mlgl‘dthI‘l Increase mlgrutlon
Denmark 5,822,763 5,840,045 17,282 6,292 10,920 0.3 01 0.2
Finland* 5,525,292 5,533,793 8,501 -9,025 17,814 0.2 -0.2 0.3
Iceland 364,134 368,792 4,658 2,21 2,240 1.3 0.6 0.6
Norway 5,367,580 5,391,369 23,789 12,352 11,331 0.4 0.2 0.2
Sweden 10,327,589 10,379,295 51,706 14,953 33,581 0.5 01 0.3
Faroe
52,154 52,934 780 313 505 1.5 0.6 1.0
Islands
Greenland 56,081 56,421 340 314 -42 0.6 0.6 -0.1
Aland 29,884 30,129 245 -30 215 0.8 -0.1 0.7
Total 27,515,593 27,622,649 107,056 27,410 76,349 0.4 01 0.3

Table 4.1. Population change by component in the Nordic Region, 2020 (January 1to
December 31).

Source: NSls of the Nordic countries.

* Data from Finland includes Aland.

Regional and municipal level trends

Regional and municipal patterns of population change by component in 2010-2019 and 2020 are
shown in Map 4.3. Regions are divided into six classes of population change. Those in shades of
blue or green are where the population has increased, and those in shades of red or yellow are
where the population has declined. At the regional level (see small inset map), population
increase was evident due to either net migration or a combination of net migration and natural
increase in all regions of Denmark, Norway and Sweden between 2010 and 2019. While this trend
was maintained in Denmark, some regions in Sweden and Norway saw their populations decline
in 2020 due to either negative natural change (Dalarna, Innlandet and Norrbotten), negative net
migration (Troms og Finnmark) or a combination of both (Nordland and Vdsternorrland). Many
regions in southern and eastern Finland also had population declines, mainly because the country
had more deaths than births, a trend that pre-dated the pandemic (Karlsdéttir, Heleniak, & Kull,
2020). In Iceland, some slight changes to the drivers of population growth in are evident in
several regions in 2020, as well as a shift to population increase in Nordurland vestra.

At the municipal level, a more varied pattern emerges, with municipalities having quite different
trends than the regions of which they form part. Many municipalities in western Denmark are
declining because of negative natural change and outmigration. Many smaller municipalities in
Norway and Sweden saw population decline from both negative natural increase and out-
migration despite their regions increasing their populations. Many smaller municipalities in
Finland outside the three big cities of Helsinki, Turku, and Tampere also saw population decline
from both components.
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Map 4.3a. Population change by component 2010-2019.
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Map 4.3b. Population change by component 2020.
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Conclusions

The pandemic is not over, and it will take some time for the migration impacts to play out in full.
Due to national and EU border controls, international migration to and from the Nordic countries
has decreased and seems likely to stay low for some time. Work-at-home recommendations,
which seemed temporary early in the pandemic, now appear to be becoming the norm or at
least accepted by many employees and employers, for those occupations where it is possible to
work from home. For many in the Nordic Region, working from home can mean working some
considerable distance from the office, even including in a different country. This has the potential
to alter the long-term urbanisation patterns in the region. With the high levels of second-home
ownership in the Nordic countries compared to elsewhere in Europe, the rethinking of where
people work and where they live may result in even more people living at multiple locations
(Mdller, 2027).
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LABOUR MARKET

What current labour market trends do we see in the Nordic Region? Are there differences
between the countries? How has labour market mobility changed during the pandemic? Will we
work less at the office now that we know how effective working from home can be? The Labour
Market section takes you through these issues and more.

Chapter 5: Labour market impacts of Covid-19 looks at unemployment rates and temporary
layoffs as well as considering the unequal impacts of the crisis on different sectors and groups.
Unemployment rates have increased across Europe since the onset of the pandemic. Within the
Nordic Region, these increases were least pronounced in the Faroe Islands, Norway and
Denmark, while Iceland was the hardest hit. The furlough systems implemented in all Nordic
countries have softened the blow somewhat; however, some sectors and groups have been more
adversely affected than others. The pandemic has had a highly selective impact on the labour
market with industries such as tourism, hospitality, retail, culture, leisure, logistics and transport
most heavily affected. The increase in unemployment has been most pronounced for those with
lower levels of education, young people and immigrants born outside the EU.

Chapter 6: Labour market mobility between the Nordic countries investigates work-related
commuting and migration. Work-related mobility was heavily affected in all countries at
different points during the pandemic. It decreased by 23% on average, with the most notable
declines evident between April and September 2020 and July and September 2021. Larger urban
areas were more likely to experience reduced labour-market mobility than rural areas, perhaps
due to the larger proportion of jobs that can be performed from home in urban economies.
Cross-border areas were particularly affected due to border closures that prevented travel to
work. The number of passengers crossing the @resund Bridge by train, for example, was almost
six times lower in Q2 2020 than in Q2 2019. Border closures were also disruptive for Nordic
citizens who have migrated to another Nordic country for work. This group makes up
approximately 1.7% of the total Nordic population and their number and country of origin varies
throughout the region.

Chapter 7: Working from home focuses on the increase in remote work during the pandemic.
Some 37% of Nordic jobs can (theoretically) be performed from home, with remote-work
potential highest in larger urban areas and among workers with higher levels of education and
income. Evidence suggests that working from home may continue to be more common in the
future, with work-related mobility in the largest cities below pre-pandemic levels, even during the
period when restrictions were lifted. There has been some speculation that this could have
positive implications for population development in rural municipalities going forward. Solid
broadband infrastructure is a key prerequisite for this development and, while the urban-rural
divide is closing, many rural households still do not have access to superfast broadband.
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5. Labour market impacts of
Covid-19

Authors: Johanna Carolina Jokinen and Gustaf Norlén
Data and maps: Gustaf Norlén, Anna Vasilevskaya, Johanna Carolina Jokinen and Teodor Wolk

The Nordic welfare model is characterised by comprehensive public services financed mainly by
tax revenues and redistribution of market incomes. The public sector and the generous social
services and transfers it provides are thus enabled by active labour market policies that promote
a high employment rate and rapid labour market re-entry for unemployed people (Greve et al,,
2020; Lundgren and Randall, 2020). As previous research has shown, there tends to be a positive
correlation between generous welfare benefits and high labour force participation, which seem
to fuel each other (Barth and Moene, 2012). The Nordic model is known to be resilient as it easily
adjusts and efficiently responds to crises and the needs of a changing society, for instance,
"through industrial restructuring, innovation, and reconfiguring of institutions and policies”
(Alsos and Deglvik, 2021: 18). This capacity to overcome hard times, however, may have
deteriorated due to the recent increase in inequality (Alsos and Dglvik, 2021; Lundgren et al.,
2020).

The Covid-19 pandemic has impacted the labour market in two ways. First, employees were not
able to go to their workplaces because of lockdowns. In April 2020, for instance, the share of the
world's employees living in high-income countries with mandatory or recommended workplace
closures reached 70% (ILO, 2020). Second, many sectors had to reduce their activities due to a
drastic change in demand and interruptions to supply chains and logistics. Some sectors have
also been affected by other problems during the pandemic, including shortages of important
metals and semiconductor materials and a rapid readjustment of certain industries, such as
distilleries that started to produce hand sanitiser and hotels that became quarantine centres
(Dincer and Gocer, 2021; The New York Times, 2021; TIME, 2020). Due to these factors,
unemployment rose rapidly at the beginning of the pandemic. In fact, the pandemic has been
described as the most severe global crisis since the Second World War with “deep, far-reaching
and unprecedented” employment impacts (ILO, 2020: 3; see also Nieuwenhuis and Yerkes, 2021).
In many Nordic and other European countries, measures were put in place to mitigate the labour
market impacts of the pandemic in the form of job retention and furlough schemes.
Notwithstanding these measures, the unemployment rate went up in many countries and
regions.

In comparison to more traditional economic crises, such as the 2008 financial crisis, the labour
market effects of the Covid-19 pandemic have been far more selective and highly unequal
between and within countries (Adams-Prassl et al., 2020; Fana et al., 2020; Nieuwenhuis and
Yerkes, 2021; OECD, 2020). As estimated by the OECD (2020), vulnerable groups in the labour
market have been the most affected, including young people, women, people with low levels of
educational attainment, immigrants and atypical workers (see also Nieuwenhuis and Yerkes,
2021). Atypical work is defined as an employment arrangement that does not follow the
standard model of indefinite full-time employment (Eurofond, 2022; European Institute for
Gender Equality, 2022; Schoukens and Barrio, 2017). Many individuals in these groups work in
sectors that were badly affected by the pandemic, and young people and immigrants often work
on temporary contracts that were not renewed when the pandemic broke out (Sdnchez Gassen
and Penje, 2021). Due to preschool and school closures, many households have also experienced
unequal distribution of paid and unpaid work replicated along gender lines since women have
been taking care of home-schooling to a greater extent than men (Lind and Gunnarsson, 2021).

In this chapter, we start by analysing effects of the Covid-19 pandemic on employment and
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unemployment in the Nordic countries. We also look at how governments of the Nordic countries
used furlough schemes to mitigate the labour market impacts of the pandemic, followed by an
analysis of which sectors and groups were the most affected. We conclude by summarising our
findings and by comparing the Covid-19 labour market recovery to previous economic crises.

Covid-19 impacts on employment and unemployment
rates

In general terms, the labour markets and working life in the Nordic Region are heavily affected by
global megatrends, such as the processes of population ageing, urbanisation, digitalisation,
labour migration, and environmental change (Alsos and Daglvik, 2021). Before the Covid-19
pandemic, employment rates in the Nordic countries were considerably higher than the

EU average (Grunfelder, 2020). There were also relatively low unemployment rates in the Nordic
Region compared to the EU average, with the exception of Finland and Sweden (Greve et al.,
2020). The employment rate measures the number of employed persons as a proportion of the
total working-age population (15-64 years), whereas the unemployment rate refers to those of
working age who are actively seeking employment as a proportion of the total labour force (i.e.,
the total number of employed and unemployed people; Karlsdéttir et al., 2018; see also the box
below: Measuring the labour market impacts of Covid-19). The number of people searching for
work at any given moment tends to fluctuate and, as such, the unemployment rate is often used
as a short-term indicator of labour market health. Alternatively, the employment rate is more
stable over time and may give a slightly different picture of the labour market status from a
longer-term perspective. The employment rates in the Nordic Region have been particularly high
for women and older age groups in comparison to most EU countries (Grunfelder et al., 2020;
see also Halvorsen, 2021). When it comes to labour market integration, the difference between
unemployment rates for native born and non-EU27 immigrants in the Nordic countries were at
EU27-level (6.3%) or lower in 2019, except for Finland (7.4%) and Sweden (14.0%).

Map 5.1 shows the employment rate for all Nordic municipalities and regions in 2020. The highest
employment rates were found in the Faroe Islands and in many smaller municipalities in Norway
and Sweden, whereas the lowest employment rates were in Greenland and several municipalities
in Finland. At regional level, the Faroe Islands, the regions of Halland, Jamtland, Jénk&ping,
Norrbotten and Stockholm in Sweden, and the region of Mare og Romsdal in Norway had an
employment rate above 80%. Employment rates below 70% were recorded in Greenland and the
regions of Eteld-Karjala, Kainuu, Kymenlaakso and Pohjois-Karjala in Finland. Compared to
employment rates in previous years, it is clear that the employment rate has been falling in
Iceland and in several medium-sized municipalities in Sweden, while only slight changes can be
observed elsewhere (cf. Grunfelder et al., 2020; Norlén, 2018).
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Map 5.1. Employment rate in 2020.

> See map in Nordregio's map gallery
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Figure 5.1. Unemployment rate (15-64 years old).
Source: Eurostat (LFS).
Note: 3-month rolling average. GL, AX: Register data. FO: Annual data.

In comparison to the employment rate, the unemployment rate showed more distinct Covid-19
impacts. As shown by quarterly data in Figure 5.1, unemployment rates in the Nordic countries
rose significantly after the onset of the pandemic. The Faroe Islands, Greenland, Denmark and
Norway have been the least affected in the Nordic Region. In Norway in 2020 and 2021, the
unemployment rate was high relative to the Norwegian context, while still being low compared
to the other Nordic countries. Increases in unemployment rates since the onset of the pandemic
have been most pronounced in Aland and Iceland. It is worth noting, however, that only register
data is available for Alond, and register data from the other Nordic countries, shows sharper
increases in unemployment rates than the Labour Force Survey. Another effect of the pandemic
is that the unemployment rate in Sweden has been increasingly higher than the EU27 average
since the beginning of 2020, whereas it was lower than the EU27 average until mid-2019. In
addition, the unemployment rate in Iceland was higher than the EU27 average at the beginning
of 2021. In Finland, the unemployment rate was falling until early 2020, when it started to rise
again above the EU27 average.

The unemployment rate in Sweden has seen the sharpest rise in the Nordic Region apart from
Iceland and Aland. While the increase was relatively steep even in Finland, it is noteworthy that
the unemployment rate never reached the high level it peaked at in 2015-2016, which was
connected to the enduring weak economic situation and long-term effects of the financial crisis
of 2008 (Kauhanen, 2017). The Icelandic economy is relatively undiversified and relies heavily on
the tourism industry, which suspended a large part of its activities during the pandemic. This
factor made the country's labour market particularly vulnerable to external shocks (Cook and
Jéhannesdéttir, 2021). In Denmark, the government launched Covid-19 passports based on
comprehensive testing and vaccination as early as April 2021, which enabled the re-opening of
certain businesses. The results of this initiative may be reflected in the country's unemployment
rate, which began to fall in early 2021 (Andersen et al., 2021). In general, many Danish economic
activities were not particularly vulnerable to the effects of the pandemic, such as farming and
green energy sectors (Bougroug et al., 2027). In Finland, Iceland and Norway, a similar bounce
back towards lower unemployment rates did not occur until a bit later in 2021, and there was a
steep fall in Sweden during the third and fourth quarters of 2021 (SCB, 2022). At least some of
the lost job opportunities may return relatively quickly after the pandemic since many of the
affected sectors are not in structural decline (e.g., tourism, the service sector). Instead, some of
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these sectors have been experiencing labour shortages during 2021 as many previous employees
in these sectors have retrained and found more stable jobs in other sectors or in their home
countries (e.g., in Poland or the Baltic states) as a direct consequence of the pandemic
(Arbetsférmedlingen, 2022; Fjeldstad, 2021).

Measuring the labour market impacts of Covid-19

Employment and unemployment rates are indicators commonly used to measure the
status of labour markets. The employment rate measures the proportion of the working
age population (15-64 years old) who are employed, and the unemployment rate
measures the proportion of the labour force (i.e., the total number of employed and
unemployed people) who are not employed but are actively seeking jobs and available to
work. The employment rate also covers employed people who work part-time or are
temporarily off work. People who are employed or unemployed are considered
economically active. Alternatively, members of the working age population who are
neither employed nor looking for a job, are considered economically inactive, for instance,
students and stay-at-home parents (Karlsdéttir et al., 2018; Grunfelder et al., 2020).

The Covid-19 crisis has had impact on both hidden unemployment and underemployment.
Hidden unemployment refers to people outside the workforce who would like a job and
are available for work within two weeks but have not been actively seeking work during
the last four weeks. Underemployment refers to people who are employed but for less
hours than they would ideally like. In Finland, for instance, the number of underemployed
rose sharply in 2020, with many workers suffering from reduced working hours, lack of
clients, or temporary layoffs (Leskinen, 2020; Taskinen, 2020; Taskinen, 2021). It is,
therefore, important to also take into account data on furloughed (laid off temporarily)
staff when quantifying the effects of the Covid-19 pandemic on the labour market
(Juranek et al., 2021).

There are two sources for labour market statistics: the Labour Force Survey (LFS) and
register data. The LFS is also the official source for labour market statistics, used, for
example, as a measurement in national strategies. Although the LFS is one of the largest
and most established surveys, the survey methodology still leads to limitations, for
example, it is not possible to break down the data to a fine geographical level (below
NUTS3). Register data, as the name suggests, is based on national registers using
categories such as income and unemployment benefits. Since register data is based on
individual data, it is possible to present it at a detailed geographical level. However,
register data also has limitations. Differences in definitions make between-country
comparisons difficult. Further, the unemployment numbers typically only include those
who collect unemployment benefits, which does not include all unemployed people.

It has been argued that the LFS did not accurately measure all jobs that were lost during
Covid-19 due to difficulties conducting surveys during the pandemic (e.g., OECD, 2020).
According to Sdnchez-Gassen and Penje (2021), this argument is not relevant in the
Nordic Region as survey response rates were more stable during the pandemic compared
to other European countries. Another factor to consider is that, according to the LFS, one
is considered unemployed if they are actively seeking work during a given reference week
(or have found a job with a start date within 3 months). Therefore, those who became
unemployed during the pandemic but did not apply for jobs (due to infection risks or
other reasons) were classified as 'inactive' instead of 'unemployed".

In the European context, the unemployment rate was highest in Southern Europe in 2020,
including Montenegro (17.9%), North Macedonia (16.4%), Greece (16.3%), Spain (15.5%), Turkey
(13.2%) and Italy (9.2%). In these countries, the labour markets are also vulnerable because a
large proportion of employees have temporary contracts within sectors that were severely
affected by the pandemic, such as tourism (see also Fana et al., 2020). It is noteworthy that the
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unemployment rates in Sweden (8.3%) and Finland (7.8%) were also higher than the EU27
average (7.3%) in 2020. The other Nordic countries had unemployment rates below the EU27
average; Denmark (5.6%), Iceland (5.5%), Norway (4.4%), the Faroe Islands (1.8%) and
Greenland (5.3%).

The impacts of the pandemic on the labour market should be understood in the context of the
pre-existing situations in the different countries. Map 5.2 creates a typology of European regions
by combining information on pre-pandemic unemployment rates with unemployment rates in
2020, based on the annual Labour Force Survey (LFS) that is measured in November. On one
axis, the typology considers the extent of the change in the unemployment rate between 2019
and 2020. On the other axis, it considers whether the unemployment rate in 2020 was above or
below the EU average of 7.3%. Regions are divided into four types based on whether the
unemployment rate decreased or increased and how it relates to the EU average.

Regions falling into the first type, shown in red on the map, had an increase in the unemployment
rate in 2020 as well as an above-average unemployment rate in general in 2020. These regions
were most affected by the pandemic. They are mainly found in northern and central parts of
Finland, southern and eastern Sweden, the capital area of Iceland, Latvia, Lithuania, Spain and
central parts of France. Regions falling into the second type, shown in orange on the map, had an
increase in the unemployment rate in 2020 but a below-average unemployment rate in general in
2020. These regions had low pre-pandemic unemployment rates and so were not as badly
affected as the red regions, despite the rising unemployment rates. They are located in Denmark,
Iceland, Norway, ,&Iond, southern and western Finland, Sweden (Gotland, J6nkdping, and
Norrbotten), Estonia, Ireland, northern Portugal and central and eastern parts of Europe.

Regions falling into the third type, shown in blue on the map, had a decrease in the
unemployment rate in 2020 as well as a below-average unemployment rate in general in 2020.
Thus, these regions were the least affected by the pandemic. They include the Faroe Islands,
Jamtland, Vasterbotten, Trendelag, Eteld-Pohjanmaa, and several regions in France, Italy and
Poland. Regions falling into the fourth type, shown in purple on the map, had a decrease in the
unemployment rate in 2020 but an above-average unemployment rate in general in 2020. The
effect of the pandemic on the unemployment rate does not appear to have been as strong in
these regions, perhaps due to the fact that unemployment rates were already relatively high
before the pandemic. These regions include Dalarna, Kainuu, and several regions in France,
Greece, Italy, North Macedonia and Serbia.

65



Unemployment typology

Ao w oim
| IS E—

@ Nordregio

0500 km
Greenland

T

hY

25km

0
Faroe Islands L1

-

NRo1162

Unemployment rate (%) in 2020 and
change in unemployment rate between
2019 and 2020

Decreased unemployment rate 2020

compared to 2019

No data or outside scope

Unemployment rate above
EUz27 average in 2020 (7.3%)

decrease 2020 |increase 2020

Unemployment rate below
EUz27 average in 2020 (7.3%)

NUTS2 except:
SE, I, NO, IS; NUTS3

Increased unemployment rate 2020

Data sources: Eurostat and NSIs
(LFS). Note: Greenland & Aland:

Register data

Map 5.2. Unemployment typology shows the unemployment rate in comparison to the EU

average in 2020 and the change in the rate between 2019 and 2020.

> See map in Nordregio's map gallery
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Short-term layoffs as a means to mitigate labour
market impacts

The effects of the Covid-19 pandemic on the labour markets have been unequal between the
different countries and regions because of their differing economic structures, specialisation
areas, labour market policies and mitigation measures. In the United States and the United
Kingdom, for instance, more people became unemployed at the onset of the pandemic in
comparison to countries that have established job retention schemes that provide income
compensation to individuals and/or companies in the event of reduced working hours (Adams-
Prassl et al., 2020; see also Economic Research, 2022). In the United States, however, there has
also been a faster recovery compared to the Nordic countries in terms of the unemployment rate
(Economic Research, 2022). Almost all of the Nordic countries introduced furlough schemes,
albeit with quite different forms and scope. Some of the countries had a system for short-term
layoffs in place before the pandemic, which made it possible for employers to retain their staff
and for employees to keep their jobs during temporary economic challenges. In Finland, for
instance, employers had a straightforward system for temporary layoffs, which was simplified
even further after a state emergency was declared by the government. Consequently, the layoff
schemes were expanded to cover even fixed-term employees, and the time limits on notice and
negotiation of terms were shortened (Eduskunta, 2020; Kyyrd et al., 2021). In Norway, the
existing furlough programme was made more accessible and generous as a result of the
pandemic. In Sweden, a law regarding short-term employment has existed since 2014. During the
pandemic, this law was extended to target companies that had economic difficulties due to the
pandemic (Richter, 2021). In Denmark, a completely new short-time work compensation
programme was introduced at the beginning of the pandemic (Juranek et al., 2021). Table 5.1
describes the main characteristics of the furlough schemes in Denmark, Finland, Norway and
Sweden. There were also other measures to mitigate the effect on the labour market, including
the relaxation of qualifications to unemployment benefits, sick leave and temporary allowances
to take care of children (Greve et al., 2020).
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Table 5.1. Characteristics of furlough schemes in Denmark, Finland, Norway and Sweden.

Source: Juranek et al., 2021.
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According to Figure 5.2, the highest peak in the share of furloughed workers was in the period
from April to May 2020 in Denmark, Finland, Norway and Sweden. In total, 9.3% of the Nordic
workforce was furloughed in April 2020 and 9.1% in May 2020, after which the numbers started
to fall in all of the countries. The highest share of furloughed employees was in Norway in March
and April 2020 (10.8% in April 2020), but the numbers then fell quickly. In May 2020, the highest
share of furloughed employees was in Sweden, and in June 2020, the highest share was in
Denmark. There were other, nevertheless considerably lower, peaks in Denmark from January to
February 2021, in Finland in December 2020 and in Norway in March 2021.

Proportion of employed population on furlough
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Figure 5.2. Monthly data on the proportion of employed population on furlough as
percentage of total employment in the Nordic countries from January 2020 to
September 2021.

Source: DK: Erhvervsstyrelsen Fl: Statistics Finland; NO: NAV; SE: Tillvaxtverket.

Map 5.3 shows the proportion of employe persons on furlough at municipal and regional levels in
May 2020. According to the map, the highest proportion was in municipalities with a high
proportion of people working in manufacturing, tourism and transport. These include the
municipality of Sykkylven in Norway, which is home to several large furniture factories, the
municipalities of Gnosjé and Oxelésund in Sweden, which both have multiple industries and a
high proportion of employees working in manufacturing, and the municipality of Taipalsaari in
Finland, which is close to a large paper mill. Municipalities with significant tourism and a high
proportion of furloughed employees include Aurland, Hemsedal, Hol, and Trysil in Norway and
Kittila in Finland. The highly affected municipalities of Tarnby in Denmark and Hé&rryda in
Sweden are close to large airports, and in the municipality of Lemland in Finland, many people
may work in the cruise industry. At regional level, the largest proportion of laid-off employees per
1,000 employed was in Oslo. All the other regions of Norway, all regions of Finland, and the
regions of Halland, Jénképing, Kronoberg, Stockholm, Sédermanland and Vastra Goétaland in
Sweden and Hovedstaden in Denmark also had relatively high shares. The lowest proportions
were found in the regions of Nordjylland and Sjeelland in Denmark.

When comparing the proportion of furloughed employees between the Nordic countries, the
considerable differences between the national furlough schemes, as shown in Table 5.1, need to
be taken into account. For instance, in Finland and Norway, it was possible for employees to be
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part-time or fully furloughed, while in Denmark, only full-time furlough occurred, and in
Sweden only part-time furlough occurred. In order to make furlough data more comparable
between the Nordic countries, full-time equivalents were calculated for the furloughed
employees in a study analysing the impacts of the pandemic on the labour market in the Nordic
countries. When statistics for both unemployment and furlough schemes were taken into
account, the study concluded that the negative impacts were most severe in Norway and
Denmark, followed by Finland and Sweden, which performed slightly better (Juranek et al.,
2021).
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Map 5.3. The number of people laid off temporarily as a proportion of total employment,
May 2020.

> See map in Nordregio's map gallery

70


https://nordregio.org/maps/the-share-of-laid-off-employees-at-municipal-and-regional-level/

Unequal socio-economic and sectoral labour market
effects

Compared to “traditional” economic crises that affect consumption and employment broadly,
the corona crisis has had a highly selective impact on the labour market. Consequently, in the
aftermath of the Covid-19 crisis, the biggest challenge for the Nordic countries may be to
combat the greater inequalities caused by "skewed social and sectoral effects” of the pandemic
(Alsos and Dealvik, 2021: 77).

Service industries, such as tourism, hospitality, travel, airlines, retail, culture, and leisure sectors,
as well as the logistics and transport industry, have found closed borders, entry restrictions and
quarantine rules particularly challenging. In addition, many occupations that have low work-
from-home potential have been among the sectors to suffer most during the pandemic, e.g.,
hospitality, retail, personal services and transport (llsge and Larsen, 2020; see also Byrne et al.,
2020; Adrjan and Lydon, 2020). Table 5.2 shows the percentage changes in employment in
various sectors at the national level between 2019 and 2020. In Denmark, Finland, Norway and
Sweden, the accommodation and food services were clearly the sectors worst hit. In Iceland, real
estate, transport and the arts were among those most affected.
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Percentage change in employment between 2019 and 2020

Nace
code

Economic
DK FI IS NO SE
sector

FO

GL*

Agriculture,
forestry and -2,0 -57 -3,7 3,2 0,8
fishing

0,3

4,3

BC

Mining and
quarrying and 1.7 0,0 -1,0 -0,6 -2,0
Manufacturing

0,0

5,6

DE

Energy and
50 25,0 7.4 39 3.8
water supply

01

Construction 2,5 -2,6 -1,5 1.2 0,2

0,7

Wholesale and
. -0,4 -59 -51 -0,3 -1,5
retail trade

0,3

Transport -5,5 -6,3 -18,9 -4,2 -5,5

-0,7

Accommodation
and food

. -13,8 -19,6 -8,8 16,1 12,7
service

activities

-11,5

Information
and 0,4 57 12,0 2,4 0,4
Communication

-0/1

=5

Fi ial
. inancial and 07 52 4,5 2,8 2,2
insurance

1.2

Real estate
o 0,3 99 -30,8 -0,3 0,4
activities

7

MN

Professional,
scientific and
technical -1,0 3,0 -8,0 -5,2 -2,8
activities and

administration

-0/1

4,2

Public
administration,
defence and 2,2 71 51 29 33
compulsory
social security

0,5

26*

Education -0,1 11 -13 1.8 14

04

n/a

Human health
and social work 2,7 -2,6 6,8 2,0 -0,7
activities

0,8

n/a

RSTU

Arts etc. -3,8 -4 14,2 -1,5 -4,5

0,0

-9.3

Table 5.2. Percentage change in employment by economic sector in the Nordic countries
between 2019 and 2020.

Source: NSlis. Note: DK, NO, SE (register data), Fl and IS (LFS).

*In GL, data on public sector (NACE code O) includes NACE P and Q.
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Tourism, retail and culture employ many atypical workers on short-term or zero-hour contracts
as well as freelancers and solo self-employed people, which makes it even more difficult to
estimate the true impact of the pandemic (llsge and Larsen, 2020). Not only did unemployment
rise at the start of the pandemic, but job opportunities and job searches fell, particularly in those
occupations most affected by the pandemic (Adrjan and Lydon, 2020; Forsythe et al., 2020).
Some initiatives were taken to balance the sectoral effects of the pandemic. In Sweden, for
instance, 300 furloughed flight attendants were offered a three-day tailor-made introductory
course that allowed them to work as healthcare assistants and relieve regular healthcare
workers (SVT Nyheter, 2021).

The pandemic has also had a disproportionate impact on employees already in precarious
positions before it started (Nieuwenhuis and Yerkes, 2021). Those with little in the way of
educational qualifications working in low-wage occupations in personal service and retail have
been affected more than people with a higher education, who often work in sectors capable of
more readily adapting to remote working. As many young adults and immigrants work in these
sectors and have limited formal education, these groups were hit harder than older age groups
and the native-born population (llsge and Larsen, 2020; Hansen et al., 2027).

Figure 5.3 shows the unemployment rate by educational attainment level in 2019 and 2020. In all
the Nordic countries, the increase in unemployment was most pronounced for people with lower
secondary or below (ISCED 0-2) as their highest level of educational attainment. In particular, in
Sweden and Finland, people with a low level of educational attainment seem to be in a
precarious position, both when it comes to the unemployment rate in general as well as the
impact of Covid-19 on the unemployment rate. For the EU27 average the pattern is different,
with the unemployment rate increasing slightly more for people with upper secondary (ISCED
3-4) and tertiary education (ISCED 5-8) as their highest level of educational attainment.

Unemployment rate by educational attainment level
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Figure 5.3. Unemployment rate by level of educational attainment in the Nordic countries
in 2019 and 2020.
Source: Eurostat.
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Unemployment rates were higher among non-EU immigrants than for the native-born
population and for immigrants from another EU country in both 2019 and 2020 (see Figure 5.4).
While this was true in all countries, the gap was more pronounced in Sweden and Finland and
less pronounced in Denmark, Iceland, and Norway. Sweden also experienced the highest increase
in the unemployment rate for non-EU migrants between 2019 and 2020. In other words, people
from non-EU backgrounds were more likely to become unemployed in the first year of the
pandemic than those born in the EU or in the country in question. This was not the case in the
other Nordic countries. In fact, in Iceland, Finland, and Norway, unemployment actually increased
more among immigrants from EU27 countries than among non-EU migrants.
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Figure 5.4. Unemployment rate by country of origin in the Nordic countries in 2019 and
2020.
Source: Eurostat.

Figure 5.5 presents the unemployment rate by age and gender in 2019 and 2020. The extent to
which male and female employees aged 15-64 years old have been affected by the pandemic
varies slightly between the Nordic countries. In Sweden (and in the EU27 on average), men were
slightly harder hit by unemployment than women, while women were more affected in Denmark,
Iceland and Finland. However, the gender differences seem to be quite marginal in the Nordic
countries. Interestingly, the gender differences are more pronounced for young people aged 15-24
years old. In this age group, unemployment for men rose more than for women in Denmark,
Finland, Norway and Sweden, whereas unemployment for men fell in Iceland. In Finland, for
instance, many young women switched their status from employed to full-time student during
2020, while more young men than women ended up as unemployed or economically inactive
(Sutela, 2021).
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Unemployment rate by age and gender
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Figure 5.5. Unemployment rate by age and gender in the Nordic countries in 2019 and
2020.
Source: Eurostat.

Conclusions

Before the onset of the Covid-19 pandemic, the highest unemployment rates in the Nordic Region
were in Finland and Sweden, particularly for immigrants born outside the EU27 countries, people
with low levels of educational attainment, and young people aged 15-24. When examining
changes in unemployment rates, it seems that Finland and Sweden have also been the countries
most affected, followed by Iceland. However, when looking at the more long-term indicator of
the employment rate, the changes are relatively small in the Nordic countries, with the exception
of Iceland and perhaps Sweden and Finland. Particularly at the beginning of the pandemic and in
the manufacturing, tourism and transport sectors, generous short-term furlough schemes
played a crucial role in mitigating the effects of the pandemic on the labour market. The
accommodation and food-service sectors were particularly affected in the Nordic countries,
followed by transport and the arts. Especially in Sweden and Finland, the pandemic seems to
have further exacerbated the precarious labour market position of the aforementioned
vulnerable groups. While there are only small gender differences in Covid-19-driven changes in
unemployment in the Nordic countries, the unemployment rate has gone up for young men more
than for young women in Denmark, Finland, Norway and Sweden.

Compared to the economic crisis in 2008, both previous research and the latest statistics
indicate that the labour market recovery is likely to be faster after the Covid-19 pandemic.
However, it is recommended that attention is paid to particular risk factors in the Nordic Region.
First, shortages of labour are emerging as an issue in some sectors and some regions. While
some of this is due to the pandemic, several shortages started before the pandemic, for
instance, in relation to the green and digital transitions. Second, the fact that the vulnerable
groups such as young people, immigrants and people with low levels of educational attainment
have been particularly affected by the impacts of the pandemic on the labour market -
especially in Sweden and Finland - may further exacerbate inequality and socio-economic
insecurity in the Nordic Region. If not addressed in a proper and timely manner, these risks may
combine pose a threat to the Nordic welfare model in the near future.
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6. Labour market mobility
between the Nordic countries
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The Covid-19 pandemic has had serious implications for labour markets and labour market
mobility. The imposition of border restrictions has had a severe impact on cross-border mobility
as well. The comprehensive Nordic Future of Work project, which ended in 2021, concludes that
the effects of Covid-19 can be seen in many different areas, and in the long term, the effects
may be both positive and negative for Nordic labour markets (Alsos & Dglvik, 2021). The
economic effects of Covid-19 and its general impact on Nordic labour markets are described in
greater detail in Chapter 5.

Despite the many similarities between the Nordic countries' strategies to deal with economic
crises, it is still too early to ascertain the pace of recovery and the long-term effects of the
Covid-19 pandemic. Important elements on the path of recovery include prioritising full
employment, the organisation of the labour market systems building on tripartite collaboration
with social partners and economic cyclical policy measures to reduce negative economic effects,
as well as compensatory measures to industries, firms, and labour (Alsos & Dglvik, 2021; Hilson,
2008). Even though all parts of the economy have been affected by the pandemic, sectors like
transport, tourism and hospitality have been particularly hard hit. Generally, restrictions during
the pandemic have focused on reducing interaction and advocating social distancing, further
amplifying the negative effects in these sectors. For a period, cross-border travel and tourism
diminished substantially or, in some cases, ceased completely (see Chapter 10).

Since the establishment of the Common Nordic Labour Market in the 1950s, it is estimated that
more than one million people have relocated between the countries (Korkiasaari & Séderling,
2003). Roughly 40,000 people move from one Nordic country to another every year (Nordic
Statistics database, 2020). The crude migration intensity in Nordic populations is the highest in
Europe, and between 13% and 16% of the Nordic population change residency within or between
Nordic countries annually (Heleniak, 2020). However, the long history of Nordic mobility levels
was reversed in 2020-2021, when the Covid-19 pandemic led most of the Nordic countries to
implement strict travel and border restrictions (Wgien Meijer & Giacometti, 2021), and we have
yet to see what the long-term, post-pandemic repercussions will be of these restrictions on
Nordic labour market mobility.

In this chapter, we investigate labour market mobility between the Nordic countries and include
both commuting and migration, in other words, those people who commute to a job in a
different Nordic country or move to take up a job in a different Nordic country. While migration
patterns are described in greater detail in Chapter 4, we will focus on labour market mobility and
the impact of the Covid-19 pandemic on intra-Nordic labour market mobility.
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Terminology: Labour market mobility, migration and commuting

Labour market mobility can be either occupational or geographical. It refers to the
movement of workers between occupations or employers or between geographic
locations within a country (International Labour Organization, 2017; International
Organization for Migration, 2019).

Whereas mobility is a generic term covering all different forms of movements of people,
migration refers to change of residence, and commuting refers to a daily, weekly, or
regular travel to work or studies in another municipality, region, or country.

A common definition of a migrantis a person that changes place of residence either by
moving to another country (international migration) or within a country (internal
migration) irrespective of the causes (International Organization for Migration, 2019;
European Commission n.d.). Migration can be permanent or temporary. International
migration statistics usually refer to permanent migration. Temporary migration (also
called short-term migration) is used to describe the movement of individuals who change
their country of residence to work in another country for 3-12 months (European
Commission, n.d.).

Migrant workers are people with jobs in a country of which they are not citizens. The term
labour migrants is used interchangeably with migrant workers and refers to people who
migrate with the specific purpose of finding work (European Commission, n.d.; ILO, 2017).
In international literature, the term foreign migrant workers usually refer to people
admitted into the receiving state for what is usually a restricted length of stay and for a
specific type of employment (e.g., seasonal workers) (OECD, 2003; "ILO 2017").

In an EU context, the term cross-border workers refer to a person who works as an
employee or self-employed person in one EU Member State but is a resident of another
(neighbouring) EU Member State (European Commission, n.d.). This is the group that
commutes on a daily, weekly or regular basis across borders to another country.

Intra-Nordic labour market mobility is thus composed of both people commuting and
moving to jobs in another Nordic country.

Covid-19 effects on labour market commuting in the
Nordic Region

The Covid-19 pandemic entailed a new reality of '‘working from home'. For people in certain
occupations, for example, in transport, sales, tourism, hospitality or industry, working from home
was not always an option. Some employees in these sectors work across borders and were,
therefore, greatly affected by restrictions, which made cross-border commuting increasingly
cumbersome.

In this section, we delve into the effects Covid-19 restrictions had on labour market mobility
between Q12020 and Q4 2021.
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Map 6.1 compares Nordic mobility patterns in each quarter of 2020 and 2021 with a pre-
pandemic baseline. Based on Google data, the panels illustrate the impact of national
restrictions and how those restrictions hampered work mobility. As the restrictions were both
national and regional in nature, some regions and municipalities were more affected than
others.
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Figure 6.1. Percentage changes in work mobility per country 2020-2021.
Source: Google mobility data.

Based on the same Google data as in Map 6.1, Figure 6.1 shows the change in mobility from Q1 of
2020 until Q4 of 2021. The graph shows that the Nordic countries share a similar pattern.
However, at the beginning of the pandemic, the decrease in work mobility was less pronounced in
Sweden than in the other countries. The percentage of change in work mobility demonstrates
the role of regulations restricting mobility regionally, nationally and across national borders. On
average over the 2-year period, the decrease in mobility was -23%, with Norway at -24%, Finland
-24%, Sweden -23% and Denmark -22%. The restrictions imposed by national governments in the
respective countries were based on national and international infection rates, as well as the
ability of the individual countries to cope with the hospitalisation of those severely affected by
Covid-19.

One of the national governments' approaches to the pandemic was to differentiate between
regions based on regional infection rates. This often resulted in regions with larger cities such as
Gothenburg (Vastra Gotaland), Stockholm (Stockholm), and Karlstad (Varmland), being
classified " red",(7 which led to more stringent restrictions due to the higher infection rates in
these cities. This ultimately also impacted areas within these regions with lower infection rates,
including border areas. This was the case, for example, in the border areas of Varmland and
Vastra Gétaland in Sweden (see, e.g., Dagens Nyheter, 2021). Although this national approach
did consider inter-regional differences, the municipal level remained largely absent from the
conversation (see, e.g., Aftenposten, 2020).

The darker areas in Map 6.1 show that work mobility decreased the most in Q2 2020 and in Q3
2021. The panels also show that mobility decreased later in Sweden than in the other Nordic
countries. However, the decrease in Q3 in both 2020 and 2021 may partly be explained by the
holiday months, when work mobility tends to decrease anyway. In Q4 2021, when many of the
restrictions were lifted, the work mobility increased in many municipalities, although the pattern
is mixed. In a few municipalities the situation is almost back to the pre-pandemic baseline while
in most municipalities, there is still less mobility in the labour market compared to the pre-
pandemic situation.

The differences may also be due to the relative role of different sectors in different regions and
municipalities. This may also explain the large fall in work mobility in the capital regions, where
many people working in knowledge-intensive private and public sectors were able to work
remotely. The biggest reductions in work mobility over the period are found in municipalities

9. EU 'traffic light system' for restriction of free movement during the COVID-19 pandemic (European Commission, 2020).
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within the greater metropolitan areas, such as Danderyd and Lommma in Sweden, and Nittedal in
Norway.

Cross-border areas with high labour mobility, such as @resund between Denmark and Sweden,
Svinesund on the Swedish-Norwegian border and Tornedalen between Sweden and Finland,
experienced unique impediments to their standard mobility patterns. The severity of travel
restrictions, different national legislation governing furlough schemes and working conditions,
policies regarding social distancing, and the status of cross-border commuters changed during
the pandemic. However, in some places, for example in Sweden and Denmark, commuters were
allowed to cross the border throughout the pandemic. Nevertheless, the number of documents
required, lack of information and differences between test regimes deterred many from
travelling to work (Creutz et al., 2021; Wgien Meijer, 2022). Frustration with the general
uncertainty that followed border restrictions was also reflected in the surveys conducted by the
Freedom of Movement Secretariat in June 2020 and December 2020 (Nordiskt Samarbete,
2020a; 2020b).

Effects of Covid-19 on cross-border passenger traffic

The statistics for passenger traffic using various modes of transport reveal a significant decline
in cross-border mobility. Both air traffic and ferry traffic saw a dramatic decline in numbers of
passengers, and there was also full international air border closure from late in Q12020 until late
in Q2 2020 (Gordon et al., 2021). The dramatic drop in air traffic was also observable in the
Nordic international airports. Figures from April 2021 show a slow recovery to pre-pandemic
numbers of passengers between international airports in the Nordic Region (Figure 6.2).

Stockolm Arlanda Copenhagen Kastrup Oslo Gardemoen Helsinki Vantaa Reykjavik Keflavik
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Figure 6.2. Number of passengers between international airports in the Nordic Region.
Source: Eurostat.
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Figure 6.2 compares the total number of passengers and the distribution of Nordic passengers
among main Nordic airports in April 2019, 2020, and 2021. The size of the circles indicates the
total number of passengers. The effects of the pandemic on international mobility became
apparent in April 2020. The figure shows the sharp decline from 2019 to 2020 as well as the slow
recovery in 2021.

Islands dependent on ferry connections, such as Aland and Bornholm, are unique and interesting
cases. In Aland, the ferry link is the main transport option to and from Finland and Sweden. It is
also a major employer. Between 2019 and 2020, the number of incoming passengers from
Sweden to Aland plummeted from 1.7 million to 0.5 million passengers (Alands statistik- och
utredningsbyrd, 2022). For some months, only freight (no passengers) was allowed on the ferries
to and from Sweden (Alonds statistik- och utredningsbyrd, 2021). The Danish island Bornholm
found itself cut off from the rest of Denmark for a short period when travellers could no longer
travel through Swedish territory (Creutz et al., 2021). Bornholm is part of the Danish Capital
Region.

In cross-border regions such as @resund, passenger traffic fell dramatically, both in trains and
vehicles (see Figures 6.3 and 6.4; Nordregio calculations based on Statistics Denmark and
Dresundsbron). The effects of summer holiday patterns show up in a slight increase in coaches,
cars, and motorcycles during these months, while freight transport remained stable or even

rose.
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Figure 6.3. Oresund train passengers 2019-2021.
Source: Statistics Denmark.
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Total number of vehicles crossing the @resund bridge 2019-2021
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Figure 6.4. Total number of vehicles crossing the @resund bridge 2019-2021.
Source: Dresundsbron.
Note: Trucks include vans from 6 m.

According to research literature, cross-border areas can benefit from larger labour markets that
boost economic growth, act as a buffer to counteract cyclical differences between the national
economies, guarantee the supply of labour and prevent unemployment (Ho & Shirono, 2015).
Cultural, linguistic and institutional similarities between the Nordic countries, for example
education systems, welfare, and labour-market systems, also help facilitate cross-border
mobility (Shuttleworth, Osth & Niedomysl, 2019). Migration patterns are often described in
terms of push and pull factors, such as those related to cyclical and structural rationales, for
example job opportunities and differences in wage levels.

Despite these positive aspects of Nordic mobility, data collated by Info Norden shows evidence of
severe barriers to cross-border mobility. The Nordic Freedom of Movement Council has been
studying and encouraging the removal of such barriers since 2014. During the pandemic, the
council intensified its effort to remove barriers related to Covid-19 (Creutz et al., 2021; Wgien
Meijer, 2022). In the literature, barriers to cross-border mobility are described as both formal and
informal (Bjuggren & Eklund, 2012). Whereas formal barriers include legislation and policy-
related barriers such as taxation, labour law and social policies, informal barriers can include
language, norms, values, and culture that can also be harder to remove or change
(Dresundsinstituttet, 2021). The importance of symbolic actions and investments support cross-
border mobility, such as the @resund Bridge, should not be overlooked.

Effects of border restrictions on Nordic cross-border regions

The @resund and greater Copenhagen area has a population of around 4 million. Since
the @resund Bridge opened in 2000, it has been easier to work on the other side of the
sound. The common labour market was also the result of active political determination in
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Denmark and Sweden to join forces. The border restrictions due to Covid-19 were
perhaps the strictest and most all-encompassing measures taken since the end of the
World War Il. They primarily affected private individuals and families in terms of social
contact, as commuters were still, by and large, able to travel to cross the borders.
However, the recommendation was to work from home. Stories of differing approaches
to the restrictions also emerged, as Swedish and Danish employees were treated
differently depending on where they lived, and tax issues caused significant stress. The
longer commuting time, different test regimes and rules regarding documentation were
also difficult for commuters.

Norway and Sweden share the longest border in Europe, and it is, incidentally, the border
that has had some of the most enduring and stringent restrictions in Europe during the
pandemic. Busy border crossings such as Svinesund, @rje—,&rjdng and Morokulien saw a
dramatic decline in vehicle traffic. The labour market in these areas is also very much a
cross-border one. The initial uncertainties that arose with the closing of the border led
some companies to offer their Swedish employees hotel rooms while the company
figured out the extent of the regulations. Others were prevented from travelling to work
altogether, and as their jobs were in Norway, the regulations led to uncertainty about
their eligibility for furlough schemes. A special solution for EEA citizens eventually
overcame this problem, and they were reimbursed retroactively. Exemptions were made
for Swedish residents who were working in critical jobs (e.g., nurses) relatively early on.
Contrarily, Norwegians working in Sweden were able to travel to Sweden throughout the
pandemic; however, Norwegian national regulations applied to anyone leaving Norway,
meaning Norwegian cross-border commuters had to quarantine upon their return to
Norway after a working day or week in Sweden. This policy disabled some Norwegian
cross-border commuters from seeing family and friends or picking up their children from
kindergarten. The differences in infection suppression measures and regulations between
Sweden and Norway also had psychological effects. Stories of bullying in the workplace
might have contributed to damaging trust between people and towards governments.

Tornedalen takes its name from the Torne River, the physical border between Sweden and
Finland in the north. People in this area have worked, traded, and lived together for
centuries: the river was an enabler, not an obstacle, to cross-border living. Sweden and
Finland adopted different strategies for curbing the infection rates following the
pandemic, some of which were quite visual in nature. These included the border fence
erected in the middle of Victoria Square in the twin-cities of Haparanda and Tornio: an
area that shared certain public services was suddenly divided. People who normally would
walk across the square to the nearest photo shop to have their photo taken had to drive
260 km roundtrip to Luled to complete their errand. The tone between people became
harsher, and stories emerged of cars being vandalised, and children being prevented from
attending school due to missing ID cards. The tourism sector in Lapland, Finland, is a
magnet for workers from Sweden, but it was also hard hit by the pandemic.

Cross-border areas benefit from the border aspect of their regions. Whether peripheral
or central, the border has, served as a symbol for opportunity. The invisibility of the
border also supported the vision of an increasingly integrated Nordic Region towards
which the countries have been working ever since the agreement on a common Nordic
labour market in 1954 and the introduction of the Nordic Passport Union in 1952.

Source: Wgien Meijer (2022); Giacometti & Waien Meijer (2021); Creutz et al., (2021)

Labour market commuting in the Nordics

Map 6.2 illustrates the average share of employees who participated in cross-border commuting
between 2015 and 2018 in Nordic regions (NUTS 2). Between 2015 and 2018, an average of
approximately 49,000 people held a job in a Nordic country in which they were not residents. This

indicates that, on average, 0.5% of the Nordic working-age population commuted to a job in

another Nordic country. This is below the EU27 average of 1%, with the highest numbers found in
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Slovakia (5.1%), Luxembourg (2.8%) and Estonia (2.6%; Eurostat, 2016). Some of these people
cross borders daily. Others work in another country by means of remote working combined with
occasional commuting across borders (Brun et al., 2021).
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Map 6.2. Cross-border commuting as a share of total employment 2015-2018 average.

> See map in Nordregio's map gallery
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Within the Nordic Region, the largest cross-border commuter flows are in the southernmost
parts of Sweden, regions in the middle of Sweden and in ,&Iond, where more than 1% of the
working population commutes to another Nordic country. However, there may be individual
municipalities where cross-border commuting is substantially higher. For example, the
employment rate in Arjdng Municipality, Sweden, increases by 15 percentage points when cross-
border commuting is taken into account (State of the Nordic Region, 2016). These municipalities
are not reflected on NUTS 2 level when averages are calculated. In terms of absolute numbers in
2015, the highest numbers of commuters were from Sweden: Sydsverige (16,543), Vdstsverige
(7,899) and Norra Mellansverige (6,890). The highest number of commuters from a non-Swedish
region were from Denmark's Hovedstaden (2,583).

Unfortunately, due to legislative barriers regarding the exchange of statistical data on cross-
border commuting between the Nordic countries, more recent data is not available.

Labour market migration in the Nordic Region

Labour market mobility between the Nordic countries relates to both commuting and migration.
This section looks at labour market migration between the countries.

In 2020, a total of 458,000 Nordic citizens, or 1.7% of a population of approximately 27.2 million,
lived in a different Nordic country from the one in which they were born. These population figures
have remained relatively stable since 1990, except for a slight increase in Denmark and Norway.
In Sweden, however, the share of the population born in other Nordic countries has dropped by
three percentage points. This may be due to the large number of people migrating to Sweden
from Finland in the 1960s and 1970s.

When examining migration patterns within the Nordic Region, we find that proximity, shared
language, and territorial history seem to play a role. For example, in the Faroe Islands and
Greenland, most of the working-age population who were born in a different Nordic country
were born in Denmark. This is also the case in Iceland. In Finland and Norway, the largest group
comes from Sweden, and in Sweden, the majority were born in Finland. In Denmark, the working-
age population born within the Nordic Region but outside of Denmark is more evenly distributed,
with comparable numbers born in Sweden, Greenland and Norway (see Figure 6.5).
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Figure 6.5. Foreign-born, working-age population (15-64 years old) by country of birth
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2021.
Source: Nordic Statistics.
Note: For Iceland and Greenland, the data is from 1 January 2020.

Nordic labour market migration has different significance between the different countries and
territories (see Figure 6.6). While the share of the working-age population born in another Nordic
country has steadily decreased in Greenland since 1990, the share in Aland and the Faroe Islands
has shown the opposite pattern over the last 2 decades.
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Figure 6.6. Nordic foreign-born, working-age population (15-64 years old) in the Nordic
countries 1990-2021.
Source: Nordic Statistics.

Map 6.3 shows the largest Nordic-born minority group at the municipal level among the working-
age population (15-64 years old). The intensity of the colour shows the share of the total foreign-
born Nordic population, with darker tints indicating a larger percentage than lighter tints. The
map illustrates differences at the regional and municipal levels within the countries. For example,
while the largest minority in Norway are born in Sweden, those born in Denmark constitute the
largest Nordic minority in the southern Norwegian region of Agder. The largest Nordic-born
minority in Denmark are those born in Sweden in absolute numbers and in the capital region of
Hovedstaden, while the largest Nordic minority in all other Danish regions is from Greenland. In
Sweden, the largest Nordic-born minority overall are from Finland, but there are also regional
differences here: in the regions of Skdne, Halland and Kronoberg, the largest Nordic minority
group come from Denmark, and in Varmland and Jdmtland-Hdrjedalen, the largest is Norwegian

born.

In the cross-border municipalities, this pattern is even more accentuated and made evident in
areas such as Haparanda in Sweden (the twin city of Tornio in Finland) where 26.5% of the
population is Finnish born. Aland has the highest share of other Nordic nationals, where, for
example, 47% of the population in the municipality of Kokar is born in a different Nordic country
(including Finnish born). Excluding the municipalities of Aland, Haparanda is the municipality in

89



which Nordic-born minorities make up the highest percentage of the total working-age

population.
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Map 6.3. Largest Nordic minority group as share of working-age population 2021.
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Conclusions

Covid-19 border restrictions significantly impacted Nordic labour market mobility as people were
encouraged to work from home if possible and take precautions when travelling. From the
beginning of 2020 to the end of 2021, labour market mobility decreased by 23% on average.
Though work mobility decreased in all Nordic regions and municipalities, this change happened
at different degrees and during the different phases of the pandemic. Some municipalities and
regions were more severely affected than others, and particularly affected were cross-border
areas and islands where different Nordic approaches to handle infection rates and frustration
with emerging border obstacles grew. The largest change in labour market mobility during this
two-year period is found in municipalities in metropolitan areas while, those least influenced by
reduced labour market mobility are found in the rural areas, which indicates that some jobs are
more easily conducted remotely than others. The reduced mobility in the Nordic region is also
seen in the figures of passenger transport (i.e., road, air, and train) which have diminished as well
during the pandemic.

Labour market mobility is composed of both labour market commuting (i.e., travel to a job) and
labour market migration (i.e., relocating for a job). Data on commuting patterns between the
Nordic countries is scarce, but figures from 2015-2018 indicate that 0.5% of the Nordic
population commute to a job in another Nordic country. These figures are low compared to
international commuting numbers, even though individual regions and municipalities present
higher figures

When it comes to labour market migration (i.e., moving for a job), people in the Nordic Region
seem more prone to move to a different region or to a different Nordic country compared to
people in other international regions (Heleniak, 2020). However, this data does not distinguish
between moving within or outside the country of origin.

When moving to a different Nordic country we find a general pattern: The majority of Nordic
working-age migrants in Sweden and Aland come from Finland; the largest Nordic minority
group in Finland and Norway are from Sweden; people born in Greenland are the most common
Nordic minority group in most Danish regions, but in absolute numbers, they are outnumbered
by those coming from Sweden; and the biggest group of Nordic migrants in Iceland, Greenland,
and the Faroe Islands come from Denmark. However, at a regional and municipal level, we find a
more diverse pattern reflecting proximity, linguistic similarities, culture, and historical bonds. The
data also shows that labour market migration from other Nordic countries plays a more
significant role in the labour markets in Greenland, the Faroe Islands, and Aland than in the
Nordic countries.

The restrictions imposed during the Covid-19 pandemic have severely affected labour market
mobility in the Nordic Region. In cross-border regions, people additionally experienced barriers to
school attendance, everyday errands, and the use of shared public services. Restrictions also
complicated major life events, for example, attending weddings and funerals across national
borders. Border fences among the Nordic countries became visible for the first time since World
War Il.

Both employers and employees faced issues related to the function of the labour market, for
example, legislative and regulatory issues regarding tax rules, social security, and work
environment. These cross-border concerns during the pandemic reveal weaknesses to labour
market mobility. Several megatrends are expected to impact Nordic labour markets in the
coming years, such as ageing populations, digitalisation, and challenges with achieving the green
transition (Dglvik & Steen, 2018). These megatrends, as well as the labour market mobility issues,
needs to be resolved.

The future of Nordic labour market depends on market conditions and responses to structural
changes in the labour market. However, it also depends on Nordic governments' ability to
address barriers to labour market mobility and their ability to sustain and increase the
attraction of working in another Nordic region or municipality. Neglecting these issues may deter
individuals from taking new jobs that require migrating or commuting across national borders
(see, e.g., NRK 2021). Whether or not Nordic countries are able to respond to existing and
impending cross-border challenges will have consequences on achieving the Nordic vision to be
the most integrated region in the world by 2030.
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7. Working from home

Authors: Linda Randall and Gustaf Norlén
Maps and data: Gustaf Norlén, Oskar Penje and Linda Randall

The workplace closures necessitated by the Covid-19 pandemic brought about a dramatic shift in
working life for many workers, particularly in the knowledge economy. While this undoubtedly
presented challenges, both employers and workers demonstrated considerable adaptability,
maintaining productivity by moving activities online. The relative ease with which this shift
occurred has raised interesting questions about the future, with several large companies and
some parts of the public sector announcing plans to retain more flexible working conditions in
the longer term (Lundstrom & Westerdahl, 2021). Surveys suggest that Nordic workers are also
positive about this, particularly hybrid arrangements that would allow them to split their time
between the workplace and working from home (Fackférbundet ST, 2021; Kraka-Deloitte, 2020;
Onsager et al., 2021; YLE, 2020). Against this backdrop, Chapter 7 explores recent developments
and the future prospects for working from home in the Nordic Region. It considers the prevalence
of working from home prior to the Covid-19 pandemic and reviews the situation throughout
2020 and 2021. It then considers the potential for maintaining higher levels of working from
home in the long term, with particular emphasis on the implications for different types of
regions and municipalities.

Acceleration of an existing trend

Working from home, at least some of the time has been steadily increasing in all of the Nordic
countries since at least 2002 (see Figure 7.1). The proportion of Nordic workers who reported
working from home prior to the onset of the pandemic (2019) was also substantially higher than
the European average in all of the Nordic countries, with the exception of Norway (see Figure
7.2). Part of this variation is due to labour market structures - the Nordic countries have
relatively high proportions of workers in sectors in which working from home is common, for
example, in the knowledge and IT-intensive sectors (Sostero et al., 2020). Even in these sectors,
however, working from home has been more common in the Nordic countries than elsewhere in
Europe. For example, in Sweden, over 50% of those employed in knowledge-intensive business
services (e.g., computer scientists, engineers) reported "usually" or "sometimes" working from
home in 2019. In the EU as a whole, this proportion was only 25%, and the figure was even lower
in, for example, Austria (22%), Germany (17%), and Italy (4%); (Sostero et al., 2020). This
suggests that there are factors other than sectoral ones that made working from home more
common in the Nordic countries prior to the pandemic.
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Figure 7.1. The proportion of the working-age population who report working from home
"sometimes" or "usually", 2002-2019.
Source: Eurostat (European Labour Force Survey).
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Figure 7.2. The proportion of the working-age population who report working from home
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"sometimes" or "usually", 2019-2020.

Source: Eurostat (European Labour Force Survey).

Note: In Sweden, the questions regarding working from home were changed in 2020. This
has resulted in more comprehensive data for the country (see below) but also means that
the Swedish figures for 2020 are not comparable to previous years, nor to other EU
countries.

All European countries reported an increase in working from home in 2020 compared to 2019
(see Figure 7.2). The most marked increase was in the proportion of workers who reported
"usually" working from home. Among the Nordic countries, the increase was most marked in
Finland (14.5% 2019; 25.3% 2020), followed by Denmark (8.2% 2019; 17.2% 2020) and Iceland
(5.9% 2019; 91% 2020). In Norway, the statistics do not show a marked increase between 2019
and 2020. According to Statistics Norway, this may reflect the fact that only those who had an
employment contract indicating a home office responded positively to the question.

A more detailed understanding of the extent of working from home throughout the pandemic
can be found by looking at data from Sweden, where the Labour Force Survey was extended to
include more detailed questions about working from home from May 2020 (Figure 7.3). This data
shows that working from home peaked in January 2021, at which point 42.7% of the Swedish
workforce worked from home at least some of the time. By August 2021, the proportion had
fallen to 32.9%. This could be a seasonal effect but is perhaps also a consequence of higher
vaccination rates after the summer.

Interestingly, when the recommendation from the Swedish Health Authority to "work from home
if you can" was lifted (29 September 2021), the proportion of workers who reported working
from home did not decrease markedly. Instead, the proportion of people who responded "yes,
but | usually work from home" increased quite substantially. This option was presumably
intended to distinguish between those who worked from home prior to the pandemic and those
for whom working from home represents a behavioural shift. It is possible that this option is now
also capturing workers who did not work from home prior to the pandemic but who now
consider working from home usual behaviour.

Proportion of the Swedish labour force working from home
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Figure 7.3. The proportion of the Swedish labour force who reported working from home.
Source: Labour Force Survey.
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Perhaps the most notable takeaway from Figure 7.3 is that the majority of Swedish workers did
not work from home between May 2020 and August 2021. Even at the most critical moments of
the pandemic, more than half the workforce continued to go to their workplace. The variation in
working from home can, for the most part, be explained by two factors — sector and occupation.
For example, in Q1 2021, over 80% of those employed in the information and communication
sector worked from home, while in the hotel/restaurant sector, this number was as low as 10%.
Working from home was also uncommon in the healthcare sector (< %20) and transport sector
(< 20%; Figure 7.4). Relatively many managers, professionals, and technicians worked from
home, while plant and machine operators, tradespeople, and service and sales staff reported less
frequent working from home during the pandemic. (Figure 7.5). Those employed by the state
were more likely to be able to work from home than those employed by the private sector or in
municipalities and regions (SCB, 20217).

Swedish workforce working from home, by sector
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Figure 7.4. The proportion of the Swedish workforce who reported working from home in
Q12021 by sector.
Source: Labour Force Survey.



Swedish workforce working from home, by occupational group
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Figure 7.5. The proportion of the Swedish workforce who reported working from home in
Q12021 by occupational group.
Source: Labour Force Survey.

Remote-work potential higher in urban municipalities

Unfortunately, data limitations make it impossible to compare the regional and local situation
regarding working from home during the pandemic. Instead, we have used data on labour-
market structures to calculate the theoretical potential for working from home in Nordic
municipalities (henceforth referred to as remote-work potential), based on the methodology
developed by Dingel and Neiman (2020; see Box Calculating remote-work potential).

Calculating remote-work potential

The calculation of remote-work potential used to generate Map 7.1 is based on the
methodology developed by Dingel and Neiman (2020). This method estimates the
proportion of jobs that can theoretically be performed from home based on a simple
YES/NO classification. The classification involves identifying characteristics that rule out
the possibility of working from home based on responses to two surveys in the US
Department of Labour's Occupational Information Network (O*Net): the Work Context
Questionnaire and the Generalised Work Activities Questionnaire.

These conditions include: i) emails used less than once a month, (ii) dealing with violent
people, (iii) work outdoors every day, (iv) exposed to disease or infection at least once a
week, (v) exposed to burns, cuts, bites or stings at least once a week, (vi) majority of time
spent walking or running, (vii) majority of time wearing protective or safety equipment,
(viii) performing physical activities is very important, (ix) handling and moving objects, (x)
controlling machines and processes, (xi) operating vehicles, mechanised devices or
equipment, (xii) working directly for or with the public, (xiii) repairing and maintaining
mechanical equipment, (xiv) repairing and maintaining electronic equipment, (xv)
inspecting equipment, structures, or materials.

All jobs that do not include these characteristics are considered possible to do from
home. The authors concede that this simplistic approach is likely to result in the inclusion
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of several jobs in which working from home, while possible, may be challenging. As such,
the proportion of jobs that can be done from home in Map 7.1 is probably at the upper
limits of what would be expected under ordinary circumstances (i.e., in a non-pandemic

scenario).

Dingel and Neiman's (2020) US classifications were translated to the European
International Standard Classification of Operations (ISCO-08) codes following the
method used by Norlén and Randall (2020) in calculating the proportion of jobs at risk of
automation in Nordic municipalities in State of the Nordic Region 2020. The result was
that every 4-digit ISCO occupation was coded as either 1: possible to work from home or
0: not possible to work from home. It should be noted that, in the case of primary school
teachers, we disagreed with Dingel and Neiman's categorisation and amended the score
accordingly. Dingel and Neiman categorised primary school teachers as 1: possible to
work from home but we classified primary school teachers as O: not possible to work
from home. We do not believe that primary school teachers are likely to work from home
in a scenario where there is no public health threat.

The occupational data used for the Nordic countries is register data, which makes it
possible to map at the municipal level. It should be noted that there are some differences
in the way this data is collected which can affect the comparisons between the countries

slightly.

In order to validate the methodology, we compared the figures on the theoretical
capacity for remote work to the actual numbers of people working from home in the
different regions in Sweden during the pandemic (Sweden being the only Nordic country
to have collated data on working from home at the regional level). The results show a
relatively strong correlation (see Figure 7.6), suggesting that the Dingel and Neiman
method is likely to be a good predictor of the actual number of jobs in an economy that

can be done from home.

Correlation between remote-work potential scores and Swedish
Labour Force Survey data for Swedish Regions
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Figure 7.6. Correlation of results for Swedish regions based on the methodology used (i.e.,
Labour Force Survey or results calculated using the Dingel and Neiman methodology).
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Based on our calculations, approximately 37% of the Nordic workforce can (theoretically) work
from home. This equates to approximately 9.5 million jobs. The highest proportion is in Denmark
(38.9%), followed by Sweden (37.5%), Norway (36.5%), Finland (34.7%), Iceland (34.7%) and
Aland (32.4%). At the municipal level, Map 7.1 shows that the highest proportion is in, or in the
proximity of, the largest urban conurbations. The ten municipalities with the highest proportions
are all in capital regions, with seven out of 10 in either Copenhagen (Hovedstaden) or Stockholm
Region. In general, people in urban municipalities are more likely to be able to work from home
(46.2%) than those in intermediate municipalities (32.3%) and rural municipalities (27.8%).

It seems to be the case that the higher proportion of jobs that can be done from home in urban
areas relates to the differences in industrial profiles between urban and rural areas, in particular,
a higher concentration of knowledge-intensive sectors in urban areas. These differences are also
evident when comparing countries. For example, Denmark has a rather large number of
municipalities with high proportions of jobs that can be done from home. This may be due to the
fact that the majority of Danish municipalities have balanced industrial profileswo, with a minor
overrepresentation of trade and business (Norlén, 2018). A similar pattern is observed in the
south of Sweden. Here, industrial profiles vary more between municipalities; however, those with
balanced industrial profiles have higher remote-work potential.

In contrast, many rural municipalities in Finland are dominated by the agriculture, forestry, and
fisheries sectors (Norlén, 2018), where the remote-work potential is considerably lower. In
Norway, the overall industrial profile is more mixed, and this is reflected in home working, which
also varies considerably between municipalities. It is difficult to comment on the situation in
Iceland due to the lack of data at the municipal level. The lower proportion of jobs that can be
done from home in Iceland overall (34.7%) compared to the Nordic average (36.5%) may be due
to the overrepresentation of tourism and fisheries in many municipalities.

10. Balanced industrial profile is defined here as an industrial profile that is comparable to the Nordic average.
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Map 7.1. Remote-work potential.

> See map in Nordregio's map gallery

Alongside the sectoral, occupational and place-based differences observed so far, there are also
other important differences to take into account. Working from home is less likely to be an
option for people in low-income jobs (Dingel & Neiman, 2020). In Norway, for example, the
average salary for jobs that can (theoretically) be done from home is 27% higher than for jobs in
which working from home is not possible (NOK 54,000 compared to NOK 44,000).

The Swedish data regarding those who actually worked from home during the pandemic reveals
other divisions. More than half of workers in occupations that require higher education (ISCO 1-3
managers, professionals, technicians and associate professionals) worked from home between
May 2020 and August 2021. In contrast, in sectors that generally do not require higher education,
such as the service, care, construction and manufacturing and transport sectors (ISCO 5, 7, and
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8), under 10% worked from home. Young people (15-24 years) were the least likely to work from
home, people aged 35-54 the most likely. This probably reflects the fact that many workers in
this group have not completed higher education. While men and women reported working from
home to a similar degree during the pandemic, some surveys have found that women were more
likely to report increased stress as a result of blurred boundaries between home and work life
(Eurofound, 2020).

Working from home, here to stay?

Evidence from surveys conducted since the onset of the pandemic suggests that Nordic workers
have a positive attitude towards maintaining more flexible working arrangements in the future,
regardless of how the public health situation plays out. In Sweden, for example, a large survey of
workers found that, of those who have been working from home during the pandemic, 88%
would like to continue to do so at least some of the time (Randstad, 2020). Similarly, a Danish
survey found that 64% wished to continue to work from home at least one day per week (Kantar
Gallup, 2021). In Finland, a survey by the Finnish media company YLE found that approximately
half of the respondents wanted to continue working from home, full- or part-time (YLE, 2020).
Norwegian research has found that around 70% of workers report wanting to continue working
from home in a post-pandemic scenario, though only 19% wish to do so for more than two days
per week (Onsager et al., 2021)

Mobility patterns observed in the largest Nordic cities suggest that at least some workers have
continued to work from home more frequently than they did pre-pandemic, even during periods
where the restrictions were lifted. Map 7.2 compares the average number of people who
travelled to work on a weekday in January and February 2020 with the number of people who
travelled to work on 11 November 2021 in the ten largest cities of Denmark, Finlondﬂ, Norway
and Sweden. The date was selected as the reference date as it is considered to be a relatively
typical Thursday. It also represents a point when few movement restrictions were in place in the
Nordic countries (see introduction).

11. Note that only eight Finnish cities are included due to the lack of data for Espoo and Lahti.
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Map 7.2. Changes number of people travelling to work in the Nordic municipalities with
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> See map in Nordregio's map gallery

As can be seen from the map, all of the municipalities highlighted recorded a fall in work-related
travel on 11 November compared to the pre-pandemic baseline. It was biggest in Stavanger
(-36%), followed by Stockholm (-31%), Oulu (-30%), Baerum (adjacent to Oslo) (-29%),
Frederiksberg (adjacent to Copenhagen) (-29%) and Helsinki (-29%). In general, the decrease
was highest in the capitals and larger cities, but there were exceptions, for example, Jyvéaskyld
(-26%), Orebro (-25%), Jonképing (-21%), and Randers (-20%). Several large municipalities also
stood out because their patterns did not change so much, for example, Helsingborg (-3%) and
Vasterds (-7%) in Sweden; Viborg (-3%) and Odense (-8%) in Denmark.
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These changes in mobility are just one aspect of the ongoing discussion about the potential long-
term implications of increased working from home. There has also been considerable speculation
about the potential for remote working to create opportunities for regions and municipalities
outside of the bigger cities to attract and retain workers (Milder, 2020; OECD, 2021; Vass, 2020).
A Gallup poll conducted in April 2021 in Denmark, for example, found that one in 15 respondents
had contemplated moving further away from their workplace as a result of the possibility to
work remotely (Kantar Gallup, 2021). This number was higher in the capital region
(approximately 1in 10), and, interestingly, it was young people who were most likely to
contemplate moving further away from their place of work (Kantar Gallup, 2021). There has also
been considerable discussion about how the opportunity to work from home may result in
increased use of second homes.

Preconditions for remote work lacking in many
municipalities

Regardless of what the future holds, it is difficult to understate the importance of digital
connectivity as a precondition for working from home. This is particularly relevant for rural areas
looking to attract new inhabitants or when considering the increased use of second homes as
alternative workspaces. Map 7.3 shows the proportion of households that had access to fixed-
line broadband with download speeds >100 mbps (superfast broadband) at the municipal level,
with darker colours indicating better coverage. Overall, Denmark has the highest levels of
connectivity, with 92% of municipalities providing superfast broadband to at least 85% of
households. In over half (59%) of all Danish municipalities, almost all (>95%) of households have
access to this connection speed. The lowest levels of connectivity are found in Finland. This is
particularly evident in rural municipalities where, on average, less than half of households (48%)
have access to superfast broadband. It should be noted however that Finland has excellent
mobile broadband coverage. Ninety-three percent of households and 43% of summer houses
have access to superfast broadband via a mobile connection (Traficom, 2021). Connectivity levels
are also rather low in some parts of Iceland, for example, the Westfjords and several
municipalities in the east.

Households in urban municipalities are still more likely to have access to superfast broadband
than households in rural or intermediate municipalities, but the gap appears to be closing in
most countries (see Figure 7.7). This is most evident in Norway, where the average household
coverage for rural municipalities increased by 31% between 2018 and 2020. By comparison,
average household coverage for urban municipalities in Norway increased by only 0.7%. In the
archipelago (,&Iond Islands, Stockholm and Helsinki), general broadband connectivity is good;
however, some islands with many second homes still have poor coverage.
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Figure 7.7. The proportion of households with access to fixed-line broadband >100
Mbps. Average by municipality type.
Source: National telecom agencies.

Equal access to superfast broadband is an important means for ensuring that the opportunities
associated with more flexible working conditions are available throughout the Nordic Region. It is
important to recognise, however, that broadband speed is not the only precondition. Early
evidence from Finland suggests that other factors also come into play, with municipalities in
proximity to an urban area, small and medium-sized cities, second-home municipalities and
tourist hot spots tipped to be the most likely winners from this trend (MDI, 2021). Responses
from policy makers will be important in promoting adaptation in these municipalities as well as
in supporting other municipalities to develop strategies that will help them benefit from this
trend.

Conclusions

Working from home, at least some of the time, was relatively common in the Nordic countries
prior to the pandemic, compared to Europe as a whole. The social distancing measures
necessitated by the pandemic greatly accelerated this trend, with a substantial proportion of the
Nordic labour force working from home at different points. Many predict that this will have long-
term implications, but these implications will be different depending on individual circumstances
and geographical location. People in urban areas and those with high incomes and high levels of
education are most likely to have the possibility of working from home, the majority of them
being employed in information and communications related occupations. Though the policy and
planning implications of such a shift are not yet clear, anecdotal evidence suggests that many
workers will do more work from home in the future than they did before the onset of the
pandemic. Responses from policy makers will be key in determining how exactly this plays out in
the long term, in particular when it comes to managing the challenges and making the most of
the opportunities in different types of regions and municipalities.
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ECONOMY

How are the Nordic economies doing post-Covid? What regions were hardest hit? How have our
consumption patterns changed? Will the tourism sector recover or change profoundly? The
Economy section looks at economic shock and recovery, consumption, GHG emissions, and
tourism, comparing pre-Covid data with 2020 and 2021.

Chapter 8: The impact of Covid-19 on the Nordic economies: shock and recovery focuses on the
overall economic impacts of the pandemic. Considered as a whole, the Nordic economies fared
well from a European perspective. Still, there was considerable variation, with GDP shrinking
substantially in Iceland and only slightly in Norway. All countries experienced the largest
economic shock in Q2 2020, yet all the Nordic economies bounced back, at least to some degree,
by Q3 2021. The service sector was the hardest hit in all of the countries, while other sector-
specific effects varied depending on the industrial profiles of the countries. At a regional level,
the pandemic had the greatest impact on regions with a heavier dependence on tourism, retail,
logistics and transport, and industrial manufacturing. Relief packages exceeded the EU average
(as a proportion of GDP) in all Nordic countries and were highly effective in preventing
irrecoverable damage to households and companies. However, as with the pandemic itself, the
economic consequences are not yet fully behind us.

Chapter 9: Consumption, GHG emissions, car sales, and housing markets explores the impact of
the pandemic on consumer behaviour. As with the overall economic impacts, total household
consumption was most heavily impacted in Q2 2020, falling to record lows in all countries. The
recovery was relatively swift, with consumption levels returning to pre-pandemic levels in all
countries by Q3 2021. Evidence from Denmark suggests that the drop in consumption was
accompanied by a decrease in GHG emissions embedded in consumer goods, a positive sign
given household consumption accounts for over half of the country’s total emissions. The number
of car registrations declined in 2020 compared to the previous year in all countries but Norway.
Interestingly, the electric vehicle market performed significantly better than vehicles powered by
combustion engines. House prices increased in all countries, with higher relative increases
apparent for single-family homes evident in some areas. This is perhaps a reflection of changing
preferences now that more time is being spent at home.

Chapter 10: Covid-19 and tourism: a game-changer? considers the rollercoaster ride experienced
by the tourism sector since the onset of the pandemic. Most countries closed their borders to
international travellers early on, and this has, and continues to have, a huge impact on
international tourism. Most countries are still waiting to see a recovery from the impact of these
measures. At the same time, domestic tourism has increased in many countries. While this has
helped to soften the blow in some areas, it has not made up for the absence of international
tourists. Some tourism operators have also had to adapt their offers as the travel patterns of
domestic tourists differ from those of international travellers. The chapter also considers the
future of tourism and how this sector can strengthen its resilience now and in the future.
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8. The impact of Covid-19 on the
Nordic economies: shock and
recovery

Authors: Carlos Tapia and Nikolaos Tragotsis
Data and maps: Oskar Penje, Johanna Carolina Jokinen and Gustaf Norlén

Alongside the health and social impacts, the Covid-19 pandemic has caused very significant harm
to the global economy, albeit the damage has been asymmetric. The reasons for the impact
being different in different countries and regions are complex. They relate to the specialisation
and competitiveness of different regions, but also to their demographic and socioeconomic
makeup, as well as to governance processes. The various approaches to the management of the
pandemic and the stringency level of the measures applied have, in fact, conditioned the
economic resilience of regions and industries during the pandemic (Bricco 2020). This chapter
looks at the distribution of the economic impact of Covid-19 in the Nordic Region through a
selection of key economic indicators.

Macroeconomic impacts in perspective

In 2020, the global economy contracted by -3.1% (IMF 2027a). Nonetheless, the economic
trajectories of the various regions have been very different. While emerging markets shrank by
-2.1%, advanced economies declined by twice that rate (-4.5%). The European Union was one of
the regions more severely impacted by the Covid-19 crisis. Here, the GDP contraction in 2020
was -5.9% (-6.4% in the Euro area). The economic repercussions of the pandemic in the Nordic
countries were less severe. On average, the Nordic economies contracted by -3.0% in 2020. Even
though all countries in the Nordic Region experienced an economic deceleration, the impacts
were very different in different areas (Map 8.1). Measured in real terms, in 2020 GDP volumes
shrunk between -7.1% in Iceland and -0.7% in Norway. Somewhere in the middle were Denmark
(-2.1%), Finland (-2.3%), and Sweden (-2.9%). In the autonomous territories, the GDP contraction
ranged from a -2.8% decline in the Faroe Islands "~ to a modest 0.4% expansion in Greenland.
According to the International Monetary Fund (IMF)B, in 2021 the global GDP bounced back by
5.9%, also with marked differences between geographies. In the Nordic Region, the recovery of
national GDP volumes in 2021 ranged from 3.3% in Finland to 4.8% in Sweden. The upturn in
Norway was 3.9%, whereas the Danish and Icelandic GDPs bounced back by 4.1% and 4.3%,
respectivelym.

12. At current prices

13.  IMF DataMapper, accessed 5 February 2022.

14.  The 2021 data for the Nordic countries were retrieved from Eurostat. Unfortunately, at the time of writing (early
February 2022), no official data are yet available for the autonomous territories.
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Map 8.1. Contraction of national economies in Western Europe (2020).

> See map in Nordregio's map gallery

According to the Quarterly National Accounts published by the OECD (2021a), the greatest
economic shock during the Covid-19 pandemic in the Nordic Region took place in Q2 2020 (Figure
8.1, upper plot). This corresponded to the phase when the most stringent control measures were
adopted by the health authorities in nearly all countries. During this quarter, the decline in the
National GDP volumes in relation to the reference period (Q2 20‘1‘?)15 ranged from -4.4% in
Norway to -10.9% in Iceland. The average contraction in the EU-27 was even greater (-13.7%). All
the Nordic economies bounced back in Q3 2020. However, the Nordic economies did not recover

15.  This reference period is arbitrary and was established to cover one whole year before the absolute low recorded in Q2
2020.
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their pre-pandemic levels of economic activity until Q2 2021. The outliers are Norway, that
bounced back more quickly than other countries (by Q3 2020) and Iceland, whose economy has
not fully recovered from the decline caused by the pandemic.
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Figure 8.1a. Comparison of quarterly GDP by geography and period (2019Q2-2021Q4).
Source: OECD, Quarterly National Accounts (QNA). Indicator: B1_GE. Measure:
LNBQRSA.
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Figure 8.1b. Comparison of quarterly GDP by geography and period (2008Q1-2010Q3).
Source: OECD, Quarterly National Accounts (QNA). Indicator: B1_GE. Measure:
LNBQRSA.

m



It is difficult to grasp the relevance of the economic impact of the Covid-19 pandemic if it is not
put in historical perspective. A comparison with the 2008 financial crisis provides interesting
insights in this respect. Figure 8.1 compares the economic trajectories of the Nordic countries
during the Covid-19 fallout (upper plot) with the ones observed during the 2008 financial crisis
(lower plot). The figure pinpoints three substantial differences between the last two recessions:
First, during the pre-crisis months before the Covid-19 outbreak, the economic performance of
the Nordic countries did not show any sign of economic fctiguew. By contrast, before the 2008
financial crisis, strong patterns of economic weakening could be perceived even before the
collapse of Lehman Brothers in September 2008. Second, the economic shock caused by the
Covid-19 pandemic was more abrupt than the 2008 financial crisis. The biggest Nordic GDP
contraction compared to the pre-crisis reference period after the financial shock (Q12008) was
-8.9% in Q12009 in Finland. This contrasts with the -10.5% drop in Iceland in Q2 2020. The range
of GDP declines between the most and least affected countries has also been wider during the
Covid-19 pandemic than during the 2008 financial crisis (6.1% versus 8.3%, respectively). Third,
the post-shock periods have been notoriously different between the two events. Whereas it took
several quarters to recover after the financial crisis (the curve was 'L-shaped'), the recovery after
the first waves of the Covid-19 pandemic was significantly quicker (the curve was notoriously 'V-
shaped'). However, at the time of writing (Feb 2022), new variants of the Covid-19 virus are still
spreading across the globe in asynchronous waves, meaning that we cannot conclude that the
economic repercussions of Covid-19 are fully behind us either.

Developments per GDP component

The global economic contraction of 2020 was produced by a combination of a massive initial
supply shock and a large decline in demand. On the supply side, the lockdowns reduced effective
production capacity in many industries. But the main economic distress caused by Covid-19 was
on the demand side. Here, economic damage was channelled through reduced expenditure linked
to mobility restrictions and precautionary household savings in uncertain times (Das et al., 2021).
Impacts on demand can be analysed by looking at the behaviour of major components of GDP
on the expenditure side, as defined in the System of National Accounts (Eurostat 2013). These
include consumer spending, government spending, business investment and trade balance, and
they are shown in Figure 8.2.

Reading Figure 8.2 from left to right, the first component in each country's account is Gross
capital formation. This component reflects the propensity of companies to invest in fixed assets,
e.g. tangible capital goods such as machinery and infrastructure, as well as buildings and houses.
Growth of this GDP component is typically associated with expansive business cycles. A net
positive increase in gross capital formation is considered an indication of good economic
prospects. Hence, it comes as no surprise that during 2020 this component shrank in most
countries as companies reduced their investments. Measured in constant prices, Denmark was
the only Nordic country to register a rise in gross capital formation in 2020 (4.5%). In the other
major Nordic economies, this GDP component declined between -7.8% in Iceland and -1.6% in
Finland (Figure 8.2).

16.  The smaller Icelandic economy is cyclical, with declines during the first quarters of each year and expansions during the
second ones.
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Figure 8.2. Year-to-year variation in the main components of GDP in the major Nordic
economies (2020).
Source: OECD, Quarterly National Accounts (QNA). Measure: VOB.

The intensity and evolution of government action can be grasped by looking at Final
consumption expenditure of general government, which covers public spending on healthcare,
education and other spending such as general administration, defence, etc. As shown in Figure
8.2, government expenditure increased in Finland (0.5%), Iceland (4.5%) and Norway (1.7%).
Denmark (-1.7%) and Sweden (-0.6%) registered declines on this GDP component in relation to
the previous year. This might be linked to the general weakening in government activity during
the pandemic. Whereas extraordinary spending increased in all countries, ordinary spending
stagnated or even fell in some places. Another aspect to consider is the different financial and
fiscal implications of the economic mitigation measures adopted in the various countries (see
section on Economic Mitigation Measures below).

The Households and non-profit institutions component consists of all forms of expenditure
incurred by households on goods and services that are used to meet direct personal needs. With
the exception of housing, which is included in the gross capital formation account, this GDP
component can be assimilated into what is normally understood as "household consumption”. A
quick look at the account for 2020 in Figure 8.2 shows that household spending was reduced
substantially in all of the Nordic countries. This can be linked to the restrictions imposed by the
health authorities to control the pandemic as well as to the spontaneous protective measures
adopted by households. The decline of this GDP component ranged from -1.3% in Denmark to
-6.9% in Norway. The following chapter provides more details on the impact of Covid-19 on
spending habits throughout the Nordic Region.

Finally, the External balances of goods and services component summarises the relative trend

. . 7o .
for imports and exports in each market . This GDP component depends on the economic
specialisations of the economies and on the complexity of supply chains and inter-industry
linkages. In most Nordic countries, both imports and exports suffered a substantial contraction
in 2020. Measured in real terms, external balances deteriorated in Iceland (-96.5%), Finland
(-29.9%) and Denmark (-25.9%), whereas they improved slightly in Sweden (4.6%). The outlier

17.  The External balances of goods and services is a balancing item that combines imports and exports. When it is positive,
the value of imports outweighs the value of exports and vice versa.
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was Norway, where the external balance improved substantially (135.8%). The reason for this
sharp increase was oil exports, which grew by NOK 53,610 million in 2020 compared to 201918.

Economic winners and losers from the Covid-19
pandemic: a sectoral perspective

Worldwide, the economic shock caused by the Covid-19 pandemic took a significant toll on
particular economic sectors while barely affecting others (Das et al., 2021). Economic growth in
advanced economies was correlated in different ways depending on the length and strength of
containment measures (Bricco 2020). Similarly, economic impacts also depend on how
businesses adapted to the lower-contact environments, as well as to the support measures put
in place by different governments (Das et al., 2021). In general, the service sector was more
severely hit than other market segments (Meinen, Serafini, and Papagalli 2021).

As shown in Figure 8.3, the impact on the agriculture, fishing and forestry sectors differed
depending on the country and type of primary production. Transport restrictions, especially
concerning air freight, and closures of global markets, had a major impact on international trade.
In general, effects were more adverse for agriculture commodities with complex stock
management, like fresh fish and shellfish (Halloran, Wood, and Sellberg 2020; Jamil and Soares
2021). Most supply chains for fresh food products were disrupted, particularly fish and meat
chains that were deeply affected by the closure of the food service sectors, such as hotels,
restaurants, catering facilities and work canteens (Cook and Jéhannsdéttir 2021). Forestry was
affected more by disruption on international markets (Koivisto 2020) and shortages of seasonal
workers (Heikkila 2020).
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18. This represents a 11.9% increase in volume, at constant 2005 prices. Source: Statistics Norway, Final expenditure and
gross domestic product, by contents, macroeconomic indicator and year (Table 09189).
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Figure 8.3. Relative changes in quarterly Gross Value Added (GVA) by sector and
geography.
Source: OECD, Quarterly National Accounts (QNA). Indicator: B1G. Measure: LNBQRSA.

Similarly, the effect of the Covid-19 crisis on Nordic industry and manufacturing has been a
direct consequence of the decline in external demand and the disruptions in international supply
chains (Bricco 2020). Such disruptions were especially visible on international freight costs.
Between July 2020 and October 2021, global shipping fees, in particular container freight rates,
increased tenfold (UNCTAD 2021). In Finland, even if the impacts of the pandemic on bilateral
exchanges with some key trade partners was considerable, manufacturing companies coped
with the pandemic rather well (Hilmola et al., 2020). Likewise, compared to other Nordic
countries, the aggregated impacts in Denmark were fairly modest in output terms (-7.1% in Q2
2020 and -6.7% in Q3 2020). The textile and computer industries slowed down in Q2 2020. A
subsequent fall in the chemical and pharmaceutical industry, which is the largest single industrial
sector in Denmark, led to a further decline in total industrial production in Q3 2020. In Norway,
the contraction in manufacturing output was about -5.9% in Q2 2020, mostly at the expense of
the transport industry and petroleum-related manufacturing. These sectors accounted for much
of the decline as well as the subsequent recovery (Bougroug, Kragh Kjos, and Sletten 2021).
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Figure 8.4. Industrial Production Index in selected Nordic economies and the EU-27.
Source: OECD, Production and Sales (MED).

The Swedish industrial sector found itself in a more vulnerable position than its Nordic peers due
to its higher dependence on exports (Bricco 2020). Here, a -18.5% fall in manufacturing output
accounted for much of the decline in GDP in Q2 2020. In April 2020, the Industrial Production
Indexw sank by -17 points compared to the previous month, which is broadly in line with the Euro
Area average (Figure 8.4). The decline was mainly due to the lockdown in the transport industry,
including the automotive industry, which was hit hard by reduced demand both at home and
abroad (Bougroug et al., 2021). However, in Sweden, the recovery in Q3 2020 was much more
rapid than in other Nordic economies, to the point that almost the entire fall from the previous
quarter was already offset in Q3 2020.

Figure 8.3 also shows that, in terms of economic output, the contraction in Nordic economies
was significantly larger in service sectors. Activities such as tourism and travel, airlines, culture
and leisure, as well as logistics and transport, were challenged by closed borders, entry
restrictions and quarantine rules (Eggert Hansen, Yding Serensen, and Andersen 2021). These
market segments were severely hit in 2020 and, to a large extent, have not yet recovered the
pre- Covid-19 levels of economic activity in most countries. One of the most severely affected
countries is Iceland. Here, the virtual halt of international air travel, together with the public
health measures adopted by the government, had a pronounced negative impact on various
types of domestic services. As a consequence, the tourism industry contracted abruptly at the
end of Q12020 (Central Bank of Iceland 2021). One exception to this general state of affairs was
Sweden, where damage to the service sector was minimised thanks to the less stringent
containment measures. Activities like advocacy work, repair of computers and personal
household goods, and other personal service activities performed significantly better in Sweden
than in the other Nordic economies.

19.  The Industrial Production Index reflects the output of industrial establishments and covers sectors such as mining,
manufacturing, electricity, gas and steam and air-conditioning (OECD 2021b).
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Figure 8.5. Monthly retail changes in selected Nordic countries and the EU-27.
Source: OECD, Production and Sales (MED).

Retail was the only service activity to weather the Covid-19 storm relatively well in most
countries (Figure 8.5). In Norway, retail sales picked up from the start of the pandemic in March.
In December 2020, the industry had grown about 10%. Denmark and Finland experienced high
growth in retail sales in 2020, but only from May. Sweden saw a steadier growth on the retail
index after initially falling from February to May. These trends are partly explained by the greatly
reduced cross-border trade, particularly between Norway and Sweden (Bougroug et al., 2027). In
any case, retail trade indices in all of the countries reflected the economic uncertainties
associated with the spread of the virus in the final months of 2020 and 2021.

Driven by increased demand linked to teleworking schemes (see Chapter 7), sectors like
information and communication and real estate were not greatly affected by the Covid-19 crisis
in any of the Nordic countries. Similarly, financial and insurance activities only suffered
meaningful impact in Iceland, mostly due to the depreciation of the kréna after February 2020.
Still, the sector recovered swiftly following the appreciation of the national currency in the
second half of the year (Central Bank of Iceland 20217).

Impact of Covid-19 on regional output

According to the OECD, the within-country heterogeneity of the impacts of the pandemic can be
mostly explained by the interaction between the stringency of governments' health measures,
sectoral exposure and trade linkages (Meinen, Serafini, and Papagalli 2021). Considering that the
contingency measures were essentially designed and implemented at the national level, the
specialisation of regional and local economies and trade linkages stand out as the main forces
driving the heterogeneous territorial impacts of the Covid-19 pandemic across the different
Nordic regions. In particular, the uneven spatial distribution of vulnerable sectors, such as
tourism, has helped make the territorial impacts of the pandemic greater in some areas than
others (Allain-Dupré et al., 2020).

As shown in Map 8.2, aggregated production levels, measured in terms of Gross Value Added
(GVA), contracted in nearly all of the Nordic regions. In general, the variability was comparatively
smaller within each country than it was between countries, even when comparing regions with
similar economic profiles from different countries. On average, the impact was greater on
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20
regions in Sweden and Finland than those in Denmark . Still, some relevant territorial patterns
emerge from the changes to regional GVA shown in Map 8.2.

The contraction was larger in regions with higher dependence on tourism services and hospitality
(Alond and some municipalities in South Karelia, Finland, and Bornholm, Denmark), as well as on
mass-market retail and logistics, particularly in the areas surrounding the capital regions
(Soédermanland and Vdastmanland in Sweden and Greater Copenhagen in Denmark). In Sweden
and Finland, a remarkable regional divide can also be traced between territories specialised in
transformation sectors with limited vulnerability to the impact of Covid-19, including forestry
and specific types of processing (e.g. pulp, cement), like Northern Ostrobothnia, Kainuu and
Pirkanmaa in Finland, and Gotland, Vésterbotten and Orebro in Sweden. Aggregated output in
these regions fell less than in regions with greater exposure to industrial manufacturing, like
Kymenlaakso in Finland and Kronoberg in Sweden.

Similarly, the impact on the financial centres in Denmark (Greater Copenhagen) and Sweden
(Stockholm) was less than regions with mid-sized cities and diversified urban economies, like
Vestjylland (Arhus) in Denmark and Upsala in Sweden. Interestingly, the shock to the Finnish
economy was greater in the Helsinki metropolitan area (-3.6% Uusimaa) than it was for the
Tampere region (-0.5% in Pirkanmaa). This may be due to the relatively higher concentration in
Pirkanmaa of high-tech and information and communication technologies (ICT), which is one of
the sectors that suffered the least during the pandemic. A similar interpretation holds for the
Swedish urban areas of Gothenburg (-5.0% in Vdstra Gétaland), and Malmé and Lund (-1.2% in
Scania).

20. At time of writing (February 2022), the regional accounts for Norway and Iceland are not yet available.
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Economic mitigation measures

The economic mitigation and financial support measures adopted by all of the Nordic countries
were a great help in ameliorating the impact of the first wave of the Covid-19 pandemic and in
improving the situation and speeding up the recovery in 2021 (Allain-Dupré et al. 2020). In the
Nordic countries, such measures prevented job losses, severe damages on household finances, as
well as permanent harmful effects on the production system, such as bankruptcies and closures
(Bougroug et al., 2021). Budgetary intervention was facilitated by the fact that most countries in
the Nordic Region went into the pandemic with relatively stronger financial systems compared
to the previous crisis of 2008. This helped official agencies focus on supporting companies and
households rather than the financial systems and their institutions (Cella 2020).

Emergency funding and additional spending in the health sector were prioritised to ensure
hospitals and staff were properly equipped to tackle the pandemic. Policy measures of this type
included allocating funds to testing and tracing, medical equipment and medicines, research and
development and health sector recruitment strategies (IMF 2021c). Apart from the health sector,
the Nordic governments also mobilised resources through various other fiscal policies aimed at
lessening the economic impact of the pandemic. As summarised in Figure 8.6, the policies
adopted were noticeably similar, with the most common being stimulus packages, labour market
policies, tax deferral measures, and other financial instruments (IMF 2021b; OECD 2021c).

Deferral measures aimed to alleviate the financial liabilities of citizens and companies. These
measures included deferrals for taxes, social and pension contributions, but also debts and fixed
spending such as rents and utilities. In the Nordic countries, deferral measures targeted small
and medium-sized enterprises (SMEs) in particular. Governments temporarily adapted tax
systems (e.g., income, corporate, value-added taxes — VAT) to ease the burden on smaller
businesses. Denmark also introduced a debt moratorium period for specific types of taxes
(Danmarks Nationalbank 2021). The Swedish government supported SMEs exposed to the
impact in vulnerable sectors (e.g., hotels, restaurants, etc.) by provisionally discounting rental
costs (Sveriges Riksbank 2021). At the individual level, countries adopted tax deferrals and/or
exemptions for citizens through a range of fiscal instruments.
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Figure 8.6. Economic mitigation measures adopted in the Nordic countries.

Source: IMF Fiscal Monitor Database of Country Fiscal Measures in Response to the
Covid-19 Pandemic. Version: July 2021; OECD Policy Responses to Coronavirus (Covid-19).
Version: April, 2021; National Central Banks of the Nordics countries.

Financial instruments in the form of grants, subsidies, loans, guarantees or equity injections into
companies were the most common type of fiscal policy across all of the Nordic countries. Various
packages of different sizes were launched in all of them. Widely used measures included the
issuance of interest-free loans to SMEs, loan guarantees to failing businesses, as well as direct
aid to strategic companies. The latter took the form of bailout packages or capital injections for
operators of critical transport infrastructures, like Avinor, as well as to flagship airlines, like
Finnair and SAS. In Iceland, targeted transfers were channelled to companies operating in
sectors such as sport, cultural organisations and tourism (Central Bank of Iceland 2021).
Similarly, in Finland, restaurants received economic incentives to retain and hire employees (Bank
of Finland 2021). At the individual level, countries also provided one-time grants to low-income
individuals, expanded student loan schemes or made re-borrowing of pension contributions
easier.

Labour-market measures were introduced to maintain the salary levels of employees and self-
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employed people. Virtually all countries adopted wage subsidies and compensation schemes. In
Finland, pre-existing unemployment and welfare benefits (e.g., parental allowance, social
assistance) were made more readily available to employees and entrepreneurs as the pandemic
worsened (Jokinen 2020). Finland, alongside Norway and Sweden, also introduced temporary
modifications to existing labour laws, allowing employers to reduce working hours for their staff
(short-time work schemes). In all the Nordic countries, workers were compensated for the loss of
income via wage subsidies or other programmes. See Chapter 5 for a more detailed description
of the measures adopted in support of workers.

Labour-market measures were key to limiting the social impact of the pandemic. Thanks to
these measures, average household income levels were maintained or even increased in all the
Nordic countries in 2020 (Figure 8.7, upper). Stable income streams coupled with a reduction of
household spending due to pandemic restrictions led to a significant increase in domestic savings
(Bougroug et al., 2021). Social inequality indicators such as the Gini index calculated on
equivalised disposable income did not show any major deviation in relation to the pre- Covid-19
trajectories in 2020 either (Figure 8.7, lower).
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Figure 8.7a. Impact of Covid-19 on household income in the Nordic countries and the
EU-27.
Source: OECD, Table: National Accounts at a Glance (NAAG).
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Figure 8.7b. Impact of Covid-19 on income inequalities in the Nordic countries and the
EU-27.
Source: Eurostat (Table ilc_di12).

Monetary measures adopted by all central banks sought to maintain low interest rates and
safeguard the circulation of credit in the economy (IMF 2021b). In the non-Euro countries, this
was mostly achieved by activating swap lines with the European Central Bank (ECB) and the US
Federal Reserve, relaxing countercyclical buffers, providing collateralised loans to banks to
stimulate corporate lending, easing loan conditions and liquidity ratios for commercial banks,
and auctioning liquidity of US dollars (USD). In addition, the Central Bank of Norway advised
private financial corporations to refrain from paying out dividends (Norges Bank 2021). As part
of the Euro system, Finland aligned its domestic macro-financial policies with the ECB monetary
policy, which eased fiscal constraints for the Member States through purchasing of government
securities (Bank of Finland 2021).

The financial support measures and recovery packages adopted by the Nordic countries were of
a very substantial size. The funds committed were significantly larger than those provided to
tackle the financial crisis of 2008 and, relative to the GDP, were also substantially larger than
those adopted in the EU. This was possible thanks to a financial system that was much better
equipped to fight the Covid-19 recession than it was during the previous financial crisis, in
particular its banking component (Giese and Haldane 2020). Denmark stands out as the Nordic
country that invested most resources. The combined value of all Danish economic support
measures amounted to 32.7% of GDP. Sweden followed at 16.1% of GDP. Norway invested an
amount equivalent to 14.5% percent of its GDP, whereas Finland and Iceland invested 12.4% and
11.6%, respectively. By comparison, the economic support measures at the EU level represented
around 10.5% of GDP (Figure 8.8).
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Figure 8.8. Relief packages by the Nordic countries and the EU-27, 2020-2021.
Source: IMF, Database of Country Fiscal Measures in Response to the Covid-19 Pandemic
and IMF staff estimates. Estimates as of September 27th, 2021.

However, lump sums are not the only parameter to consider when evaluating the relevance and
repercussions of economic support measures. Such measures have different implications in
terms of budgetary balances, long-term debt impacts and fiscal risks. Tax cuts (foregone
revenues) and deferrals result in immediately higher and temporary budget deficits. Support to
companies in financial trouble through loans or equity injections (liquidity support) does not
impact public budget balances but may increase overall government debt in the long run. Loan
guarantees do not directly affect deficits or debt but may affect liquidity and expose national
finances to medium- to long-term fiscal risks (IMF 2020). Figure 8.8 provides an overview of the
distribution of the measures across the Nordic countries and the EU, grouped by economic
support category. In terms of materialised spending and foregone revenues, which have direct
financial implications on both public deficit and long-term debt, the most generous countries
were Iceland (10.1% of its GDP) and Norway (7.4% of its GDP). In terms of financial measures
with potential long-term debt impacts but limited budgetary implications, Denmark clearly
stands out. The Danish Government channelled an amount equivalent to 12.1% of its GDP
towards liquidity support measures. Protected by the ECB fiscal umbrella, Finland was the
country that adopted most measures with greater long-term liquidity risks (the equivalent of
6.9% of GDP invested in guarantees).
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Figure 8.9a. Spending, thousand USD per capita in major Nordic economies.
Source: OECD, Table: National Accounts at a Glance (NAAG) and Eurostat
(gov_10dd_edpt1), Statistics Iceland (THJO5181) and Statistics Norway (11559).
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Figure 8.9b. Public debt, % of GDP in major Nordic economies.
Source: OECD, Table: National Accounts at a Glance (NAAG) and Eurostat
(gov_10dd_edpt1), Statistics Iceland (THJO5181) and Statistics Norway (11559).
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As a logical outcome of the extraordinary spending due to Covid-19 mitigation policies, the per-
capita increases in public spending were substantial (Figure 8.9, upper).m There is, however, broad
expert consensus that budget deficits remained under control in all of the Nordic countries
(Greve et al. 2021; Argento, Kaarbge, and Vakkuri 2020). Likewise, since many of the measures
applied were either neutral from a debt perspective, or their effects will only become visible in
the long term, the impact on total government debt, measured as a percentage of GDP, has so
far been quite limited, considering that GDP contracted significantly in real terms in most of the
countries (Figure 8.9, lower).

Business bankruptcies

The role of governments, the social partners and other stakeholders in designing and sustaining
the different economic support measures described in the previous section has been emphasised
as a key factor that prevented a large number of business failures throughout the Nordic Region
(Eggert Hansen, Yding Serensen, and Andersen 2021). Thanks to these measures, business
liquidations filled in 2020 remained stable or even fell in most Nordic countries (Figure 8.10).
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Figure 8.10. Changes in the number of business bankruptcies in the Nordic countries
(filled petitions).

Source: OECD, Timely Indicators of Entrepreneurship by Enterprise Characteristics,
Indicator: Number of bankruptcies (Initiation of insolvency procedures).

As shown in Figure 8.10, disruptions in administrative procedures and economic mitigation
measures affected new bankruptcy declarations. In all countries the number of insolvency
procedures initiated in 2020 was substantially smaller than in 2019. Still, comparing figures for
2020 with the 2014-2019 average, only Finland (-0.5%) and Iceland (-5.6%) show a reduction in
the number of filings. Economic mitigation measures seem to have been particularly successful

21.  The evolution of exchange rates between the local currencies and the USD also plays a role here. In 2020 the Swedish
krona and the Danish krone appreciated against the USD by 3.0% and 2.1%, respectively. The euro also appreciated in
relation to the USD by 2.0%. In turn, the Norwegian krone and Icelandic kréna depreciated against the USD by -6.2% and
-9.8%, respectively.
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in Iceland, a country with a large tourism sector that was severely hit by the pandemic. The
support measures approved by the government, municipalities and credit institutions, together
with the temporary lifting of travel restrictions in 2020 (Central Bank of Iceland 2021), appear to
have helped prevent additional bankruptcies.

In 2021 the number of filings in Denmark, Iceland and Finland increased again to pre-pandemic
levels. Only Sweden and Norway managed to reduce the number of insolvency procedures
initiated in 2021. The rapid rollout of economic contingency measures targeting short-term
liquidity throughout the Nordic Region may have, in fact, revived firms that were otherwise
headed towards failure due to factors unrelated to the pandemic (Hodbod et al. 2020). In this
way, contingency policies may have undermined the role that bankruptcies play in filtering out
failing businesses (Barnes et al., 2021) and may instead have generated a form of ‘artificial
stability' (Helwege 2010). As recent numbers suggest, some of the bankruptcies may have simply
been delayed or postponed to a later date. It is expected, therefore, that the number of
bankruptcy filings in the Nordic countries will increase in the years to come (Kaiponen 2021),
particularly if economic stimulus is removed abruptly to fight inflation.
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Map 8.3 shows the variation on the number of concluded bankruptcies in 2020 in comparison to
the 2015-2010 average. A share of these might have been instigated before the statistical year.
This information is complementary to the one presented in Figure 8.10. The distribution of closed
business bankruptcies at sub-national levels does not show a clear territorial pattern. In Iceland
and Denmark, businesses in the most urbanised areas, including the capital regions, seem to
have been those that benefited most from the economic mitigation measures (-23.9% in
Hofudborgarsveedid and -24.4% in Region Hovedstaden). By contrast, Oslo is the only Norwegian
region where there were more business bankruptcies in 2020 compared to the 2015-2019
baseline (1.9% increase). Most Norwegian regions did, in fact, have fewer bankruptcies in 2020,
particularly in the western regions. One plausible explanation for this could be that the number
of business failures during the baseline period was especially high in western Norway due to the
fall in oil prices in 2014-2015.

In Sweden the situation is even more mixed. Here, businesses in urban areas seem to have been
more exposed to the distress caused by the Covid-19 pandemic. The most urbanised regions in
the Stockholm-Gothenburg-Malmé corridor registered a greater increase in liquidations
(Jonkoping, Kronoberg and Sédermanland regions saw surges of around 20%). However,
predominantly rural regions in Sweden, such as Vdsterbotten and Jémtland, also recorded higher
numbers of bankruptcies than average (9.8% and 8.8% increase, respectively). In Finland, the
impact was greater in Lapland (26.9%) and around Helsinki (Uusimaa, 25.9%) than in the central
parts of the country. Aland also experienced a moderate rise in business bankruptcies in 2020
(4.0%), mostly related to the tourism sector.

Regional patterns in business failures are linked to factors ranging from the effectiveness of the
measures adopted by the various governments to the exposure of regional economies to
vulnerable sectors. Regions with higher numbers of bankruptcies tend to reflect the
concentration of economic activity in sectors particularly affected by the pandemic. It comes as
little surprise that Accommodation and food service activities were the industries with the
largest increase in concluded business bankruptcies in 2020 compared to the 2015-2019 baseline.
In the Nordic Region as a whole, the number rose by 28.6%. This pattern is also discernible at the
regional level. Hotels and restaurants were the activities with the biggest increase in the number
of bankruptcies in a significant number of Swedish, Norwegian and Finnish regions (Map 8.4).

Other sectors suffering higher-than-average numbers of business bankruptcies are service
industries, particularly those requiring closer social interaction, like Education (16.5% increase),
Other service activities (12.0% increase) and Administrative and support service activities (7.9%
increase). Overall, these numbers are consistent with the production patterns described above.
The logistics sector was also greatly affected, with major impact localised around logistics
centres and transport nodes in the different countries. In the capital regions of Oslo, Stockholm
and Helsinki, Transportation and storage was the sector with the largest increase in
bankruptcies. Wholesale and retail trade; repair of motor vehicles and motorcycles was the
industry to suffer the most in Denmark and several Finnish and Swedish regions.
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Conclusions

The Covid-19 pandemic has caused an economic recession that has affected industries and

employees in very different ways than previous crises. Unlike ‘traditional’ economic downturns, in

which the impact on consumption and employment is deep and broad, the coronavirus fallout

has so far been more selective and has concentrated on specific sectors and regions. Economic

activities that require closer social interaction, particularly those in the personal services sector,
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as well as those that rely the most heavily on social mobility, like tourism and hospitality, have
been those most severely affected during the first waves of the pandemic in 2020 and 2021. By
contrast, activities like real estate, financial services, or IT services have so far been spared by
the pandemic in most of the Nordic countries.

All things considered, the macroeconomic figures for 2020 and 2021 suggest that the health
control measures applied in Iceland, Denmark, Norway and Finland may have had more adverse
economic consequences, in the form of further loss of value creation, than those adopted in
Sweden. However, it is very difficult to link the specific contribution of infection control
measures, self-regulation among households, and interruptions to foreign trade, with the overall
economic performance. The interplay between the health protection measures adopted by
institutions and individuals, social attitudes and consumption behaviours, together with pre-
existing economic vulnerabilities, materialised in the different economic repercussions observed
in the regions.

The support measures introduced by all the Nordic governments certainly helped to alleviate the
short-term economic impact and enabled a rapid economic recovery. Still, these economic
measures have also created some uncertainties, particularly when it comes to business
demographics, debt status and fiscal policy. In addition, the impacts of the Covid-19 outbreak on
human capital, company productivity, consumption behaviour and social attitudes may be long-
lasting, as well as their implications for other relevant policy areas, such as the climate agenda. It
is, therefore, too early to evaluate how deep and how far the Covid-19 pandemic, which is still
ongoing, will affect the foundations of the Nordic economies in the long run.
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9. Consumption, GHG emissions,
car sales, and housing markets

Authors: Karen Refsgaard, Alex Cuadrado and Nikolaos Tragotsis
Data and maps: Oskar Penje

In this chapter, we analyse the impact of the pandemic on household consumption22 patterns.
We look at household consumption by size of, composition of, and changes in consumption prior
to and during the pandemic. This is followed by an assessment of how consumption-related GHG
emissions were effected in the early stages of the pandemic. We then analyse changes in cars
sales as an indicator of how the pandemic directly affected consumption habits and of how this
effect, combined with the gradual shift to electric cars, could support the climate agenda but
also affect the car-manufacturing industry in the Nordic Region. As housing is such a large and
indirect component of household consumption, we round off with a look at changes in the
housing market at national and regional levels for different types of dwellings.

Household consumption

Previous studies have identified a sharp drop in consumer spending in the Western Hemisphere
during the first wave of the pandemic (see e.g. Hodbod et al. 2020 for a multi-country
comparison). Using transaction data covering 8% of the world's GDP, Carvalho et al. (2020)
observed a large and abrupt 50% decline in global household expenditure in 2020. However, this
trend has not been homogeneous across regions and income groups (Bounie et al. 2020; Chetty
et al. 2020). In the Nordic countries, household consumption fell most sharply in Q2 2020 (see
Figure 9.1). By Q3 2021, it was higher than the pre-pandemic level in Denmark and Sweden and
at a comparable level in Norway and Finland.

22. The definition of household consumption is stipulated in the 2008 System of National Accounts: "Household final
consumption expenditure consists of the expenditure, including expenditure whose value must be estimated indirectly,
incurred by resident households on individual consumption goods and services, including those sold at prices that are not
economically significant and including consumption goods and services acquired abroad” (UN et al. 2008). Household
spending is the amount of final consumption expenditure made by resident households to meet their everyday needs,
such as food, clothing, housing (rent), energy, transport, durable goods, health costs, leisure, and miscellaneous
services. The actual individual consumption includes government transfers which is equal to households' consumption
expenditure plus those expenditures of general government and non-profit institutions serving households that directly
benefit households, such as health care and education. After GDP, household final consumption is undoubtedly the most
important variable in the national accounts, representing in general more than 60% of GDP (Lequiller and Blades 2014).
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Figure 9.1. Final consumption expenditure of households in the largest Nordic economies.
Source: OECD, Quarterly National Accounts (QNA). Measure: LNBQRSA.

According to historical data, the sharp contraction in household consumption registered in 2020
can be considered a rather exceptional event in the recent economic history of the Nordic
countries. In Norway, for instance, consumption had not receded substantially since the time
series began in 1978 (consumption declined by 0.2% in Q4 1988). In Sweden, the only previous
drop in household consumption comparable to the one observed in Q2 2020 was registered in Q1
1993, when consumption fell by 7%. In Iceland, 2020 was the first time a decline in household
consumption was witnessed since records began in 1996. In Denmark, consumption fell during the
financial crises of 1993 and 2008 but not as much as it did in Q2 2020. In Finland, consumption
also fell substantially during the financial crisis of 2008, but Q2 2020 was a new record low.

In general, consumption behaviour is captured rather well by consumer confidence indices, which
provide an indication of consumers' confidence in the future economic situation. The OECD
Consumer Barometer is one such indicator (OECD 2021a), showing large but overall synchronous
monthly variations of the indicator after February 2020 for Denmark, Finland and Sweden (see
Figure 9.2). In practice, consumer confidence declined in Q2 2020, recovered swiftly in Q3 2020
and fell again towards the end of 2020. During most of 2021, consumer confidence was slightly
above the average pre-Covid-19 values, though still subject to greater fluctuations and instability
than before the pandemic. Notabily, it fell again towards the end of 2021. These patterns may
reflect uncertainty about the likelihood of new outbreaks, lack of trust in health measures and
restrictions and government policies for jobs and businesses.
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Figure 9.2. OECD Consumer Barometer for selected Nordic countries.
Source: OECD, Consumer Barometer. Measure: GPSA.

Studies of consumer behaviour using credit card transactional data show that the different
strategies deployed to combat the virus in the Nordic countries did not result in significant
differences to aggregated consumption levels across the Nordic Region. In examining the effects
of lockdowns on consumption habits, Andersen, et al. (2020) found that shutdown policies in
Denmark had a modest impact on aggregate spending in comparison to the more liberal control
measures adopted in Sweden. These authors analysed credit-card transactions for about
860,000 individuals in both countries from January 2020 to April 2020 and found that
aggregate spending dropped by 29% in Denmark and 25% in Sweden. They conclude that the
generous subsidies to firms and workers implemented in Denmark “partly offset the negative
effect of the social distancing laws" (Andersen et al. 2020, 14).

Regarding the composition of products and services, consumer choices were affected in different
ways, as social interactions were reduced due to forced or self-imposed restrictions. At
aggregated level, available statistics show that the most negatively affected consumption
categories in the Nordic countries were Restaurants and hotels, Recreation and culture,
Transport, and Clothing and footwear (Figure 9.3). In analyses of credit card data from Denmark
covering 94% of total registered transactions in 2020, Darougheh (2021) also showed a
significant drop in purchases of recreation, clothing, transport, and real estate services. Similarly,
Andersen et al. (2020) identified public transport, recreation and personal care services, as the
categories where the use of credit cards declined the most in both Denmark and Sweden. These
findings most likely reflect the restrictions on social gatherings and mobility.

On the contrary, spending on Food and non-alcoholic beverages, Alcoholic beverages, tobacco
and narcotics, as well as Communications, increased in 2020 compared to 2019. For example,
consumption of telecommunication services grew during the first half of 2020 (Darougheh 2021),
likely due to an increased requirement to work from home (see Chapter 7). Spending on product
categories such as Education, Health and Furnishing, household equipment and routine
maintenance differed between the countries. In general, consumption statistics reflect that
people spent more time at home in 2020 than the previous year and, therefore, generated an
increase in demand for products and services consumed in the home.
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Figure 9.3. Relative change in final consumption expenditure of households by
consumption category for selected Nordic economies (2020 over 2019).
Source: Eurostat, table TECOO0134.

Consumption-related GHG emissions

Consumption is increasingly seen as a key factor in reducing environmental pressures, and
significant changes in lifestyles are considered necessary to reduce the use of resources and
meet climate targets (Watson et al. 2027). On a global level, consumption-based greenhouse gas
(GHG) emissions are higher than territorial emissions in most developed countries (Wilting and
Vringer 2009; Ahmad and Wyckoff 2003). At the same time, the OECD (2021b) shows that
variations in territorial (production-based) emissions per capita are greater at regional level than
between countries. Production-based GHG emission analyses show that metropolitan regions
contribute about 60% of territorial GHG emissions in the OECD countries, but measured per
capita, remote rural regions emit three times more per capita than large metropolitan regions.
This illustrates the extent of transformations of economic activities required in remote regions.

According to several studies (Heinonen et al. 2013; Pang et al. 2019; Peters, Andrew, and
Karstensen 2016; OECD 2021b), income is one of the most important variables in explaining
emissions from household consumption, implying a positive correlation between emissions and
GDP per capita. Emissions per capita in, e.g. high-income cities will, therefore, contain large
additional emissions inherent in the consumption of goods and services, in addition to the
directly measured (territorial) emissions. Consumption-based analyses comparing rural and
urban areas reveal that urban households have a higher carbon footprint, primarily due to their
higher consumption levels resulting from their frequently higher income (Heinonen et al. 2013;
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OECD 2021a).

The pandemic has had multiple effects on climate-related issues. Of particular interest here is
the effect of changes in consumer behaviour on consumption-related emissions. Calculating
total GHG emissions in a given area (also known as climate footprint), hence considering
territorial and consumption-based GHG emissions, is complicated. The calculation includes the
emissions that occur in the country where the product is consumed (e.g., delivery of goods), as
well as the emissions associated with the production of the goods (often in a different country).
Eurostat, together with the National Statistical Offices from the Member States, are developing
a modelling approach to estimate consumption-based GHG emissions based on economic data
and information about the emissions created by different types of economic activity within the
EU (2021).

This method is based on trade statistics data. Since Eurostat only collects import-export
transactions recorded at external borders, the information is only available at highly-aggregated
European level. However, several National Statistical offices, like Statistics Denmark, are testing
this method to calculate the GHG footprints and consumption-embedded GHG emissions by
commodity at the national level. An example is provided below in Figure 9.4. However, this
method assumes that the production-related emissions are equivalent to those that would be
expected if the product was produced within the EU, under similar technological conditions.
Depending on where the imported commodities are produced, this assumption might not be
realistic. Further research is underway to address the problems inherent in this methodology by
creating a global model (see the FIGARO project). Until then, consumption-related emissions
data should be interpreted with caution.

According to lliev et al. (2021), 62% of total emissions in Denmark can be attributed to household
consumption. This equates to 6.97 tonnes of CO, per person per year. Proportionally, emissions
embedded in imported food products made up the largest share of Denmark's total climate
footprint (12%), followed by other transport and communication (e.g., fuel; cars; maintenance of
cars, aeroplanes and trains; phones and internet) with 8%. Between 2010 and 2020, the
emissions linked to the consumption of goods and services produced within Denmark decreased,
while the proportion of emissions by consumption of products produced abroad increased by 12
percentage points in the same period (lliev et al. 2021). However, Denmark's consumption-
embedded GHG emissions decreased by 2.2% from 2019 to 2020 (from 22.65 million tonnes CO,
equivalent to 22.16 million tonnes CO, equivalent). As Figure 9.4 demonstrates, this contraction is
mostly due to reductions in local emissions in the areas of mobility, energy, recreation and
culture, which are somewhat offset by increased local GHG emissions in areas such as food and
housing. Still, whereas the food category increased emissions mostly due an increase on the local
component, the housing category increased its climate footprint mostly due to the contribution
of emissions embodied in imported goods and services. Local emissions in the housing category
remained at similar levels as the previous year.
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Figure 9.4. Climate footprint of Danish household consumption expenditure by types of
use, 2020.
Source: Statistics Denmark 2022, experimental statistics.

Car sales

In most countries, the number of car registrations fell in 2020 compared to 2019. On a global
scale, it is estimated that sales of motor vehicles fell by 14% (OICA 2021). In the EU, passenger
car registrations during the first three quarters of 2020 dropped by 28.8%. The recovery of
consumption during Q4 2020 brought the total contraction for the year down to 23.7%, or 3
million fewer cars sold than in 2019 (ACEA 2021). In the Nordic countries, consumer behaviour
was consistent overall with the EU and the rest of the world. However, Iceland, Sweden, Finland,
Aland, and Denmark recorded falls of 22%-11% — a far more severe decline than Norway, where
the market only fell by 2.0%. The Faroe Islands was the only Nordic country to record more car
registrations, up 15.8% in 2020 compared to 2019.

In Finland, Iceland, Norway, and Sweden, there were differences in car registrations in different
parts of the country (Map 1). In Sweden and Finland, the position was more or less the same in
the whole of the country, with only a few municipalities sticking out. In Finland and Sweden, net
increases in car registrations were concentrated in rural areas, while in major urban areas, such
as Uusimaa-Nyland in Finland and Vdstra Goétaland and Stockholm in Sweden, car sales fell
between 10%-22%. Net increases in Norway were recorded in many municipalities throughout
the whole country in 2020 compared to 2019.
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Map 9.1. New registered passenger cars, 2020 over 2019.
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However, sales did not fall by the same amount for all types of vehicles in 2020. During the
pandemic, evidence suggests that the global electric vehicle (EV) market performed much better
than vehicles powered by combustion engines. According to the International Energy Agency
(IEA), electric car registrations increased by a margin of 41% in 2020 compared to 2019 (IEA
20210a). In this respect, the Covid-19 pandemic may unleash change by affecting emergent
sustainability niches. In the mobility sector, low-carbon transport through electrification is an

example of one such niche (Kanda and Kivimaa 2020).

As shown in Table 9.1, the Nordic countries are global leaders in vehicle electrification (IEA 2021a).
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Contributing factors to this position are ambitious electrification targets, policies to phase out
combustion engines, tax policies favouring fuel efficiency and electrification (e.g. VAT reductions
on EVs in Norway), and parking privileges, to mention just a few (IEA 2021a; Minzel et al. 2019;
Wappelhorst 2021).

Territory Share of EV vehicles as percent of total car
sales, 2020

Norway 74.8%
Iceland 45.0%
Sweden 32.2%
Finland 18.1%
Denmark 16.4%
Europe* 10.0%
China 5.7%
USA 2.0%
World 4.6%

Table 9.1. Share of new car sales in 2020 that are plug-in EVs.
Source: Global EV Data Explorer (2021b)
* EU27, Norway, Iceland, Switzerland, and United Kingdom.

Even if growth in the EV market is mainly in urban areas, Nordic rural regions are increasingly
regarded as leaders when comparing the proportion of electric vehicles with other European
rural regions (Wappelhorst 2021). For instance, the Aust-Agder region in Norway has led the
rural electrification movement in Europe and maintained its position during the worst of the
pandemic. By contrast, the Swedish rural region of Jdmtland and the Finnish region of Etela-
Pojhanmaa, both of which were recognised as regional leaders in the EV market in Europe prior
to the pandemic (Wappelhorst 2021), did not record growth in 2020.

One possible explanation for the relatively high car demand during the pandemic in Norway may
thus lie with the ongoing changes to legislation governing the EV market. Norway's target of
halting all new sales of ICE vehicles by 2025 has been highly successful due to incentive
programmes. However, the Norwegian government has decided to scrap some of the incentives
by the end of 2021 and by the end of 2022 the VAT exemption will be removed (Elbil.no 2021). The
prospect of these regulatory changes may explain why middle and high-income households in
Norway may have invested a proportion of their ‘forced savings' during the pandemic in
durables, such as cars, to a greater extent than households in other Nordic countries.

Housing markets

The effects of the pandemic have been apparent in the Nordic housing markets, but the impacts
have been different across the countries, both spatially and temporally. Figure 9.5 shows the
relative impact of Covid-19 on house prices in the Nordic countries, at the national level. In
contrast to the 2008 financial crisis, the onset of the Covid-19 pandemic did not trigger a decline
in house prices. On the contrary, in comparison to the steadier increases on year-to-year
quarterly house prices experienced during 2019, in 2020 house prices accelerated greatly. During
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most of 2020, prices increased by more than 5% in relation to the same quarter of the previous
year in all Nordic countries except Finland, and by Q2 2021 had increased by 10% in Denmark,
Iceland, and Norway. Nordea (2021) notes three potential reasons for the sharp increase in house
prices during the Covid-19 crisis: strong economic position of households due to savings driven by
changed consumption habits, combined with economic support measures; increased time spent
at home, generating greater demand for bigger homes; and older people cancelling plans to
move to apartments.

Impact of the Covid-19 pandemic on Nordic housing markets
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Figure 9.5. Change of property prices in the Nordic housing markets.
Source: OECD, House Price Indices (RHPI). Indicator: Quarterly House Price Index.
Measure: Percentage change compared to the same period of the previous year.

At the regional level, Map 9.2 shows that the price spikes described above were not uniform
within the countries during the first year of the pandemic. Denmark was the country where
prices increased the most. Here, Bornholm, Sjeelland and the rural islands of Lolland and Falster
recorded relatively high price increases, although many rural areas started from lower absolute
prices in 2019. Iceland had the second highest house price rise of all the Nordic countries, with the
most marked spikes found outside of the capital region. Most Swedish regions had increases
above 15%, with the highest raise in Mellersta Norrland at 21%. All Norwegian regions showed
price increases, particularly in Oslo and neighbouring regions. Finland was the only country where
some regions experienced a decrease on property prices. This was so in Kainuu, North Karelia and
Satakunta (more than 3%), and to a lesser extent in North Savo and Ostrobothnia (below 3%).
However, the data in some of these regions frequently point in different directions for single and
multi -family dwellings. Often, but not always, the price of flats fell more than it did for houses.
Moderate increases are still observed in some of the southern regions, where the major cities are
located, and also in Lapland.
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Map 9.2. OECD Regional House Price Index. Change Q2 2019 - Q2 2020.
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According to Lindquist et al. (2021), lower lending rates, changes in housing preferences and a
limited supply of new homes added to price pressure in Norway. Price increases and growth in
turnover were more pronounced in the suburbs surrounding Oslo than in the city centre which
may reflect a desire for "more space” (Lindquist et al. 2021). This trend has also been evident in
other Nordic countries. For example, in Sweden the average price increase for single family
houses was comparatively smaller than for apartments during the quarters before the
pandemic. By contrast, from the first quarter of 2020 the trend reversed, so that the average
price increase for single family houses become greater than the average increase for flats
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(OECD 2022).

The local dimension in house-price development

During the Covid-19 crisis, urban areas have recorded price increases for both apartments and
houses, but with a larger relative price spike for houses in peri-urban areas. A detailed
comparison of property prices, whether houses or apartment, at the local level for all Nordic
countries was not possible for this publication due to differences in the way that data is
collected in the countries. Instead, we explore the price development for single family houses
during the pandemic based on the example of Denmark.

Map 9.3 compares the price development of single-family houses between Q4 2019 and Q12020
with the price development between Q2 2021 and Q3 2021 for all Danish municipalities. As can be
seen in the map, most municipalities experienced higher price increases in 2021, but the extent to
which this change was more pronounced differs between municipalities. The increases are
highest in the Copenhagen Region, but also in Aarhus and surrounding municipalities, and the
peri-urban areas around Vejle. High relative increases are also found in coastal and island
municipalities (e.g. Bornholm, Lolland, Svendborg and around the Western part of the Limfjord),
though it is worth noting that these municipalities had lower relative house prices to begin with.
These patterns may reflect changing preferences for houses, demand for more space and access
to recreational areas.

According the Danish Economic Council, in June 2021 (Det @konomiske Rad 2021), there are
several reasons for the very high price increases . The Council argues a lot of people below the
age of 40 have been buying for the first time. Households also received extra income during the
pandemic in 2020 when the Danish government decided that holiday pay should be made
available the same year as it is earned. The Council argues that changing priorities, including the
need for more space to work from home, increased focus on access to recreation and nature, and
less money spent on foreign travel may all be reasons for the increased demand for houses.
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Conclusions

In this chapter, we have investigated changes in overall consumption triggered by the pandemic
and the subsequent effects on GHG emissions. We have also taken an in-depth look at car sales
and property prices. Overall consumption in the Nordic countries fell, primarily during the first
wave of the pandemic. The composition of spending changed, and consumer confidence was
subject to greater fluctuations and instability than pre-pandemic. Analyses indicate that
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reduced and changed consumption was not due to income effects but rather a result of
containment measures and the subsequent increase in time spent at home. Data from Denmark
showed an overall decrease in consumption-related emissions from 2019-2020. Maintaining
these reductions into the future, rather than a return to "business as usual” will be key in meeting
climate targets.

The number of car registrations declined in 2020 compared to the previous year, but the electric
vehicle market performed significantly better than vehicles powered by combustion engines. This
was most pronounced in Norway, perhaps due to changes in legislation for the electrical vehicle
market combined with consumption savings in other areas for middle and high-income
households. The pandemic also impacted the Nordic housing market, though the changes were
experienced differently at different times and in different places. Overall, housing prices
increased in all countries, with higher relative increases apparent for single family homes in some
areas. In Denmark, several rural areas (e.g., island and coastal municipalities) also experienced
relatively high price increases although from a lower level. These changes in demand may reflect
a need for more space and closer proximity to nature and outdoor recreation.

Do these changes in consumption and housing during Covid times indicate that the pandemic
will change people's preferences and consumption habits in the long run, e.g. by changing
mobility patterns and increasing the attractiveness of living farther from the city centre? These
aspects are interesting to investigate alongside with the differences between direct and indirect
emissions that are important for regional carbon reducing policies. Whereas urbanity plays an
important role when only considering direct emissions, socioeconomic drivers that more directly
influence consumption patterns may outweigh these carbon-savings effects when the total GHG
emissions are considered (OECD 2021b).
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10. Covid-19 and tourism: a game-
changer?

Authors: Anna Karlsdéttir and Agust Bogason
Maps and data: Oskar Penje

Prior to the onset of the pandemic, there was a concern that some of the more popular
destinations in the Nordic countries, as well as internationally, had reached a tipping point due to
overtourism (i.e., Seepoérsdéttir, Hall, and Wendt 2020; Viken, A., Nilsen, R., & Olufsen, C. 2020;
loannides 2019; Oklevik et al. 2019). Overtourism puts pressure on the environment and can
cause visible decay in tourist destinations. It is the opposite of responsible tourism, which
revolves around developing tourism to make places better to live in and visit (Goodwin 2019).

As borders began to close at the beginning of March 2020, international and intra-regional
tourism fell dramatically. Almost overnight, concerns about overtourism were replaced by ‘lack of
tourists' Though this was considered a temporary situation at first, after two years of travel
restrictions, the Nordic tourism sector is far from returning to its former strength. Meanwhile,
policymakers and developers in tourist destinations try to prepare for a future for tourism that
establishes an acceptable balance between economic recovery and social and environmental
responsibility — a difficult task under the circumstances. This chapter sheds some light on these
processes and situates the Covid-19 tourism crisis in the broader debate about tourism as a
sustainable and complementary economic activity in the Nordic Region.

Tourism is defined as a social, cultural and economic phenomenon that entails the
movement of people to countries or places outside their usual environment for personal
or business/professional purposes. These people are called visitors (which may be either
tourists or excursionists; residents or non-residents) and tourism has to do with their
activities, some of which involve tourism expenditure. From an economic perspective,
tourism is a collection of activities, services and industries that deliver a travel experience
comprising transportation, accommodation, eating and drinking establishments, retail
shops, entertainment businesses and other hospitality services provided for individuals or
groups traveling away from home (UNWTO 2022).

Effects on international and domestic tourism

Tourist flows are subject to seasonal fluctuation, even under normal circumstances. Figures 10.1
and 10.2 show that the evolution in the number of tourists throughout the main tourist months
of 2020 and 2021 followed somewhat similar patterns in most of the Nordic countries. The
figures show the number of arrivals at tourist accommodation from abroad (Figure 10.1), and
from the reporting country (Figure 10.2). The definition of accommodation includes hotels and
other short-stay accommodation, campsites, recreational vehicle parks and trailer parks.
However, privately owned accommodation, (e.g., cottages, cabins and holiday homes), are not
included in the official statistics. Nordic estimates show that almost half of the population has
access to a holiday home (via ownership, family or friends) and, therefore, we can assume that
the numbers for travelling and tourism within the Nordic Region have been greater than the
official accommodation statistics show.

149



Relative change in visitors from abroad 2020-2021 compared to 2019

Percent
&
=)

© © N N N Q N N N N N
g 2N N S A N U A A A AN R VAN
gb'\\ Qéf’ \Sé \?55‘ @‘5\ 3\»‘\ 5& ?,\\9 (OQQ oé $°4 oef" 300 Qé? @’b‘ \?S? \sb* 50“ 3\3\

N N N N

) > D

A2
> D
W

== Denmark == Finland Iceland == Norway Sweden Aland

Figure 10.1. Relative change in arrivals of visitors from abroad at tourist
accommodations January 2020 - August 2021 compared to same months in 2019.
Source: Eurostat and ASUB. The 2021 data for Aland are preliminary.
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Figure 10.2. Relative change in domestic visitors at tourist accommodations January
2020 - August 2021 compared to same months in 2019.
Source: Eurostat.
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Figure 10.1 shows that the number of foreign tourists was substantially lower in 2020 than in
2019. In addition, the return of at least some international tourists in June/July of 2020 marks a
much later start to the tourist season than usual. In some destinations this meant that the
normal peak tourism period during spring, summer and autumn was shortened by two to three
months. Only a modest recovery can be noted in 2021, which is more pronounced in Sweden and
Iceland, and less pronounced in Norway and Finland. The strongest recovery was in Aland, where
the number of tourist arrivals from abroad” was higher in July 2021 than in July 2019.

Figure 10.2 shows that, even when the most stringent health restrictions were in place in 2020,
people did still travel in their home country. Only Sweden recorded a lower number of domestic
arrivals in July 2020 compared to July 2019. The largest rise between the 2019 and 2020 levels
was in lceland, which had over 170,000 more domestic visitor arrivals in 2020 than in 2019. As
restrictions to international travel become more stringent, the propensity for travelling within
the home region increased. Hence, the distances travelled were shorter than under normal
conditions, and the largest share of the journeys took place during national holidays and
traditional holiday seasons. Similar to the pattern observed above for international tourists, the
main noticeable change between 2019 and 2020 was that the number of domestic travellers in
each of the Nordic countries peaked in a shorter period/season, compared to 2019. This can
probably be attributed to the role of the gradual relaxing of health measures and travel
restrictions in June 2020. However, by August the same year travel restrictions were reimposed
in many countries, as the pandemic spread.

Tourist overnight stays. Change 2019—2020
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Map 10.1. Relative change tourist overnight stays at tourist accommodations January
2020 - August 2021 compared to same months in 2019.

23. Al visitors from outside Aland are consider as arrivals from abroad. Tourism flows to Aland are primarily composed of
Swedish and Finnish nationals visiting the archipelago.
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> See map 10.1a. in Nordregio's map gallery

> See map 10.1b. in Nordregio's map gallery

Map 10.1 shows the relative change in the number of overnight stays at the regional level
between 2019 and 2020 for foreign and domestic visitors. As the map to the left shows, the
sharpest fall in visitors from abroad was in destinations where foreign tourists usually make up a
high proportion of the total visitors. This is particularly relevant to islands like Aland (89%
decrease on foreign visitors from early 2019 to mid-2020) and to Iceland (66-77% drop depending
on region). Lofoten and Nordland County in Norway, as well as Western Norway with Mgre and
Romsdal, which also have a high proportion of international tourists during the summer season
due to their scenic landscape, also recorded sharp falls of 77-79% on foreign visitors during the
same period.

In Finland, the lake district (South Savo) and Southern Karelia, as well as the coastal Central
Ostrobothnia (major cities Vasa and Karleby), recorded a 75-77% drop in the number of visitors
from abroad. The fall here was mainly due to the lack of tourists from Russia. Even Finnish
Lapland suffered a major fall in international visits during the winter peak period. For many local
businesses that rely heavily on winter holidaymakers, the 2021/22 winter was a make-or-break
season (McDougall, 2021). In Sweden, the regions of Kalmar, Vastra Gétaland, Varmland and
Orebro lost 77-79% of visitors from abroad, probably due to much fewer visitors from
neighbouring Norway and from Denmark. In Denmark, the number of overnight stays by visitors
from abroad to the Capital Region was down by 73%, whereas the number of domestic visitors
declined by 27%.

No region lost as many overnight visitors, both from abroad and domestic, as the capital cities
and larger urban areas in the Nordic countries. Copenhagen, Oslo, Stockholm, Helsinki and
Reykjavik experienced declines of 71-77% for visitors from abroad. Declines were also recorded
for domestic tourists (13-45%) in all major Nordic cities but in Oslo, which had 28% more
overnight stays by domestic tourists in 2020 than 2019.

There is, however, evidence that remote rural areas in some regions became popular summer
destinations in 2020 and 2021. All regions in Denmark, except the Capital Region, as well as
Segrlandet (Agder region) in Norway, experienced an increase of local visitors in 2020 compared
to 2019, but still the effect was less marked than it was in Iceland. Here, the more remote regions
of Vestfirdir had up to 55% more overnight visitors, with the biggest increase in the Northeast
(66%) and Eastfjords (110%). In these regions, all types of accommodation (from hotels to
camping sites) were fully booked during the summer of 2020 and 2021. For the Eastern region of
Iceland, this rise in domestic travel even resulted in a rollout of new accommodations - probably
the only place in any of the Nordic countries to experience this kind of boost to its tourism
economy during the pandemic. This process might have been boosted by a government incentive
programme providing all residents in Iceland with a travel voucher in 2020 and again in 2021
(Fer8amadlastofa 2021).

From constant growth to ‘full-stop’

The Nordic countries enjoyed unprecedented growth and development of new niche products and
services within tourism up until the beginning of 2020, albeit with major regional variations.
While some destinations have become well-established after evolving over a long period, others
gained sudden popularity, especially over the last decade. The concept of a Tourism Area Life
Cycle (TALC) perspective (Butler 1980; Butler 2009; Kristjansdéttir 2016; McKercher and Wong
2021) allows for an understanding of tourist areas as dynamic in that they evolve and change
over time. The model defines patterns and stages in the evolution of tourist areas that are not
necessarily linear (Figure 10.3). For example, in an OECD study of 202 countries and territories,
162 of them displayed a pattern of multiple lifecycles (McKercher and Wong 2021).
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Figure 10.3. Hypothetical evolution of a tourist area: Tourism Area Life Cycle (TALC).
Source: Richard Butler, 1980.

Bearing in mind that local and regional economies are complex multi-layered systems, defining
definitive stages for tourist areas is complicated and is, in essence, a simplification. Nevertheless,
placing tourist regions in TALC stages showcases some general characteristics and challenges
for destinations dependent on tourism, whether in the early stage (exploration), consolidation
(the peak stage) and beyond, as part of an evolutionary economic process. This perspective
allows us to pay attention to the long-term processes of change in the spatial economy, with an
empirical focus on individuals and companies at regional level, as environments in which
evolutionary processes operate. Thus, tourism is seen as an activity that creates and develops
productive spaces with a focus on the role of tourism demand as the main driver of economic
and spatial change (Brouder et al., 2016).

In a Nordic context, Greenland can be described as an emerging tourism region, where nature-
based tourism is the main attraction. Even if cultural and leisure activities offered in major
locations like Nuuk or llulissat can be considered to be in a growth phase, the high cost of
infrastructure expansion creates a barrier to tourism. Large expanses of Greenland remain
entirely inaccessible due to few international air connections and limited road infrastructure.
Thus, with fewer than 100,000 visitors per year, Greenland remains one of the least visited
destinations in the western hemisphere. However, Greenland's situation as a relatively expensive
destination enables its status position of a ‘rare gemstone' for visitors (Bogason et al. 2021).

The exponential growth in the influx of tourists to Iceland up to 2020 places it among the top 20
worldwide destinations that have enjoyed a single unbridled period of growth during the first
two decades of 21st century. In this period, Iceland progressed through long exploration and
discovery phases before visitor numbers rose rapidly since around 2004 (Mckercher & Wong,
2021). The same can be observed in the Aland Islands, a mature destination embodying a small
economy with high dependency on visitors from abroad. Tourism for Iceland and Aland evolved
over very different time frames, but both economies share a high dependence on international
tourism. This results in greater economic vulnerability in times of crisis, such as the almost
complete cessation of international travel prompted by the pandemic (Karlsdéttir & Sdnchez
Gassen, 2021).

While the large metropolitan tourism destinations lost the highest numbers of visitors during the
first waves of the pandemic in 2020 and 2021 (the capital cities lost 71-77% of their visitors due
to Covid-19 in the period 2020-2021), the relative economic impact was not as severe as in other
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tourist destinations due to greater diversification and resilience. Copenhagen, for example,
suffered a major loss of visitors but, as a mature destination in the process of turning away from
a prime focus on growth to more responsible tourism, the overall impact on the city's economy
was not as serious as in regions more dependent on tourism revenue. Certain sectors in the city,
like accommodation and restaurants, did suffer, of course, but overall, the economic impact was
not as significant as in many other cities. Copenhagen, as a destination that has gradually built-
up tourism maturity, has made significant efforts to become a better place to live and visit.
These changes have included initiatives to develop tourism outside the core city centre and
traditional tourism hotspots, diversification of experiences and an improved geographical spread
of visitors in the city to facilitate a more positive overall experience for both locals and visitors
(Christensen et al. 2018). Copenhagen can, therefore, be seen in the Butler's TALC taxonomy as a
mature destination on a trajectory towards rejuvenation as an urban destination.

The pandemic - a roller coaster ride for the tourism
sector

As larger proportions of the population become vaccinated and borders slowly began to open in
2021, the main concern for many tourism bodies has been to outline and implement strategies
for the sector to bounce back stronger (Baendasamtok {slands, 2021). In some cases, regional
strategies that were already being revised have prioritised a more environmentally, carbon
neutral approach. Priorities include extended tourism seasons, spreading out tourists
geographically, encouraging longer stays, focusing on the local benefits of tourism, and
developing the sector in harmony with the local population. While strategies encouraging more
responsible tourism were already gaining traction, the pandemic presents an opportunity to
amplify this trend, both to reduce economic dependence on tourism as well as to meet visitor
and the local populations' requirements for more socially and environmentally sustainable
tourism.

As in other developed economies, tourism authorities in the Nordic countries face two major
parallel challenges, each quite different in nature and implications. The first and most stringent
challenge is addressing the short-term economic impacts of the pandemic on the tourism
industry. The actions taken by national authorities to “flatten the curve” have triggered crises in
this sector. As described in the previous sections and illustrated by data on credit card
transactions (see box), shorter stays and less spending have impacted communities that depend
on this industry (see also Chapter 8).
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Foreign spending down in all countries

For the large cities as well as specific areas and regions, spending by tourists from
abroad makes up substantial income that can be considered as an equivalent to export
revenues. For most of the Nordic countries, spending on credit cards issued abroad rose
almost constantly from 2016, but dropped significantly in all of them in 2020 (see Figure
10.4 and 10.5). The biggest drop was in Norway, falling more than two thirds from 2019.
The country that was less affected is Sweden, where spending also fell in 2020 but to a
lesser extent than in other countries.

Spending on credit cards issued abroad. EUR billion
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Figure 10.4. Spending on credit cards issued abroad, 2019 and 2020. Billion euros.
Source: European Central Bank; Central Bank of Norway; Central Bank of Iceland.
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Source: European Central Bank; Central Bank of Norway; Central Bank of Iceland.
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The second challenge concerns climate change, which has triggered extensive global
commitments to a green transition and a more sustainable economy, including tourism.
Consumers are also increasingly demanding more sustainable products, which in turn
encourages investors and business sectors to move towards more environmentally-friendly
practices. In the Nordic countries, much of the tourism sector was already evolving in this
direction. However, the Covid-19 pandemic may have accelerated the process in some ways. In
particular, the pandemic has undoubtedly provoked a shift in behaviour among travellers and
perhaps also an adjustment in travelling values. One clear impact in international travel has been
the introduction of vaccination certification as compulsory for travellers. Success in the tourism
economy will be judged on the extent that these two crises are addressed, now and in the future.

Restrictions on cross-border mobility have been a boost to domestic and rural tourism.
Entrepreneurs who identified this need reoriented and adapted to the new reality, and their
service provision has thrived. This has, in turn, led to an increase in the popularity of several rural
tourism destinations and less-visited areas (yle, 2020; House of Lapland,2021; Fredriksson, 2020;
Fredriksson, 2021). While expectations for stoycationsy‘ were high in summer 2020, domestic
arrivals did not compensate for the loss of income from international tourists in, for example,
Vasterbotten (Sweden) and Lapland (Finland). There is still much to be done to ensure robust
tourism and hospitality services function as stable income streams in the future.

While the temporal mobility between work, leisure and travelling that tourism entails can
assume different forms, the actual distance travelled is one of the main shifts that post-
pandemic times must address. The introduction of vaccine passports, need for testing and other
documents, and uncertainty around travel restrictions are likely to increase domestic tourism
and travel to neighbouring countries. At the same time, long-haul travel by Nordic residents may
decline, not only because of health measures and travel restrictions, but also due to the climate
challenge. The availability and cost of flights may also be a factor as it remains to be seen how,
or even if the airline industry will recover to the activity levels of pre-2020. The green transition
requirements must be addressed and will hopefully become guiding criteria for tourism
investments, influencing the choice of priorities and management at various levels and thus
contributing to a more sustainable development.

Similarly, whether certain types of urban tourism, like extended weekends in capital cities or
other larger urban areas, are a thing of the past remains to be seen. Mass events, such as
outdoor concerts drawing thousands of people to one place, may also change. Both the size of
the audiences and the geographical distance they travel could be reduced. Social distancing
measures, compulsory registration and the need to present various documents for inspection
may also adversely affect large cultural events and audiences. Some analysts believe that smart
cities are the way forward in post-pandemic travel, aiding the visitor experience, mitigating the
effects of overtourism and leading to more sustainable management (GlobalData Technology
2021; Goessling et.al, 2020; Sharma et.al., 2021). Digital vaccine passports were meant to ensure
the safe recovery of international travel post-pandemic but only provided free movement for a
limited time before new variants emerged and some countries reintroduced travel restrictions,
even for those previously vaccinated. However, introducing regenerative tourism to aid hard-hit
tourism businesses after two years of little or no income requires special effort. With businesses
adapting to consumer preferences post-pandemic, this will bring further opportunities for
destination marketing organisations to work with local stakeholders and draw up more
responsible tourism policies post-pandemic (Bonhill-Smith 2021). After two years of Covid-19, it
could be said that the only conviction regarding the tourism industry is that it will face
uncertainty over the next few years.

Conclusions

Inclusive, place-based development is a key component that resonates well with UN Sustainable
Development Goals and with the Copenhagen approach to liveable cities (2018). Governments
will continue to have a role to play in lending the necessary support to this principle. Retaining
the structure and framework that make up the tourism value chain through what may become a
prolonged crisis will be crucial. On a destination-management level, maintaining brand values

24. A staycation can be defined as a vacation in which one does not travel away from home.
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and creating the conditions and infrastructure that can make tourism and liveability become a
natural fit rather than a contradiction in terms will be very important. Climate consciousness
among travellers, international agreements on more sustainable development and the value of a
‘'sustainable product’ are already pushing the tourism sector in this direction.

To restore confidence and facilitate recovery, it is also important to highlight the role of tourism
as a catalyst for building diverse and thriving communities. For that purpose, tourism businesses
need to be more aware of local products and services and aim to embed themselves regionally
and locally. We have seen that where tourism is a complementary activity to other economic
sectors, businesses are less vulnerable because they have a range of income sources instead of
depending solely on visitor spending. These principles would make tourism economies less
volatile, and tourism activities would contribute to the resilience and robustness of regions and
places that receive visitors. Promoting the qualities of longer stays as a valuable basis to rethink
tourism is seen as a necessary enabler for sustainable tourism (Bogason et al., 2020).

Staying longer and spending more is an emerging trend among inbound tourists arriving in
Iceland in summer 2021. One of the big attractions, the volcanic eruption in Reykjanes peninsula,
drew many North American, fully vaccinated visitors as the first international travellers to return
to Iceland. Compared to earlier years, they spent more money on overnight stays, stayed longer,
travelled more around the country and paid for more recreational activities (Ingvarsdéttir 2021).
This fuels hope for a shift in international travel behaviour.

Overall, it is difficult to forecast how tourism and travel will evolve given that the pandemic may
continue in waves and mutations, causing loosening and tightening of regional and international
travel restrictions from time to time. Tourism stakeholders hold onto the hope that they may yet
bounce back to business as usual at some point. Official bodies and stakeholders will have to
work with different time frames, strategies, and scenarios when navigating a market so prone to
uncertainty. The effects on travel behaviour, economy, industry, and the Nordic regions will be
different whether we look three years ahead or a decade.
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11. Conclusions
Covid-19: From crisis to
opportunity for the Nordic Region

Author: John Moodie

The Covid-19 pandemic remains a devastating global public-health, economic and social crisis.
The historian Willian H. McNeill, writing in his seminal 1976 book 'Plagues and People’, argued
that health crises often mirror societies (McNeill, 1976). This logic is reflected in the Nordic
Region, where the policy response to the pandemic has been largely driven and shaped by
different national traditions, cultures, norms and values (Lanzano, 2020; Strang, 2020; Dewan,
2021; Moodie, 20270a). Indeed, there have been no one-size-fits-all policies or collaborative
response to the crisis within the Nordic Region (Enestam, 2021). While it is too early to ascertain
the overall extent of the socio-economic damage caused by the crisis and the effects of the
different national policy response measures introduced, the State of the Nordic Region 2022
provides an important snapshot of the impact of Covid-19 across different Nordic countries and
spatial scales. This final chapter takes a bird's-eye perspective across the Nordic Region as a
whole, examining some of the broader trends that have emerged during the pandemic, or been
exacerbated by the crisis. The chapter assesses how these trends will impact the future direction
of policymaking in relation to the implementation of the three core pillars of the Nordic Vision
2030 - a socially sustainable, green, and competitive Nordic Region. Finally, the chapter reflects
on the extent to which the crisis represents a catalyst and window of opportunity to re-examine
the role of Nordic cooperation as an essential tool for recovering from the pandemic and
enhancing regional resilience against future shocks.

Covid-19 has held up a mirror to the Nordic Region, exposing both strengths and challenges. The
findings highlighted in this report indicate that the Nordic Region has shown remarkable
resilience in withstanding the threats posed by the health crisis and is well placed to make a
rapid recovery. However, the crisis has also brought to light significant societal inequalities that
need to be addressed if the Nordic Region is to meet its vision to become the most sustainable
and integrated region in the world by 2030. The overall Nordic strengths and challenges
identified within the report are outlined below.

Nordic strengths and opportunities

. The Nordic Region has shown considerable economic resilience during the crisis. As Chapter
8 shows, the economic repercussions of the pandemic have been less severe in the Nordic
countries than for other European economies. The GDP contraction was -3.0%, compared
to -5.9% in the EU-27. Overall, the decline in the Nordic Region was in line with the global
average (-3.1%). However, the economic impacts have been quite asymmetric across Nordic
countries. With a GDP contraction of -7.1% in 2020, Iceland was the country that suffered
the most. Finland (-2.3%) and Sweden (-2.9%) ranged close to the Nordic average.
Denmark (-2.1%) and Norway (-0.8%) were less severely affected. The strength of the
Nordic economies and welfare systems allowed governments to introduce economic
mitigation and financial support measures that helped limit the damage of the pandemic,
including wage subsidies, tax deferrals, and support for small and medium-sized enterprises
(SMEs). These measures reduced the potential for irreversible consequences, such as
business closures and permanent job losses. Strong national economies with low public
debts made it possible to increase support measures without major financial consequences.
Indeed, despite the high levels of public expenditure, overall national budget deficits remain
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under control. In the short term, this economic stability has helped the Nordic economies
bounce back quickly from the crisis. However, the health crisis is not over yet, and
uncertainties related to the new virus variants may cast doubt on the capacity of the
Nordic economies to cope with a long-term Covid-19 pandemic.

Covid-19 related deaths are relatively low in the Nordic Region compared with Europe as a
whole. The highest number of excess deaths in 2020 were found in Sweden (8%) and Aland
(7%), but in Aland the excess deaths were not caused by Covid-19. In Greenland, Finland,
Iceland, and Denmark, the figures ranged from 2-4%. Norway did not register any excess
deaths. The low number of excess deaths during the pandemic can largely be explained by
the tough early lockdown measures introduced in most Nordic countries; however, it can
also be attributed to the high levels of access to quality public healthcare and the high
levels of public health among the population prior to the crisis. The Nordic countries have
long ranked at or above the European average on key health indicators, including life
expectancy, avoidable mortality, chronic disease morbidity, obesity and self-rated health
among OECD countries (OECD, 2019). Overall, population growth, number of births and life
expectancy have been relatively unaffected by the crisis. There has been a small increase in
life expectancy in most Nordic countries. In Iceland, Norway, Finland, Denmark and the
Faroe Islands, life expectancy increased for both sexes in 2020. In Sweden, life expectancy
declined by 0.7 years for males—from 81.3 years to 80.6—and for females by 0.4
years—from 84.7 to 84.3 years. The number of births increased in large parts of the Nordic
Region during the pandemic (Greenland and Sweden are exceptions). This has been
attributed to, amongst other things, the generous maternity/paternity benefits offered
under the Nordic welfare model.

Changing mobility and consumption patterns have led to environmental benefits. The
lockdowns introduced to limit the spread of the Covid-19 virus have resulted in large
increases in the number of people working from home and significant decreases in
commuting, foreign travel and public transport use. Evidence from Denmark suggests that
this, together with an overall decrease in household consumption, has resulted in reduced
GHG emissions, as shown in Chapter 9. Household consumption is a large contributor to
GHG emissions (e.g., in Denmark, it comprises 62% of total emissions). Consumption
behaviour is also closely related to income levels - i.e., the higher the income, the higher the
consumption. Income levels are, therefore, a key variable when considering policies for
reducing GHG emissions. Chapter 9 also indicates that there has been an increase in the
number of purchases of electric vehicles (EV) during the crisis. Norway, Iceland, Sweden,
Finland and Denmark top the global classification of EV sales in 2020, along with the
Netherlands.

Sectors and workers have shown remarkable adaptability in the shift towards remote work.
This change was made easier in the Nordic countries due to a growing trend of remote
working that preceded the pandemic, especially in knowledge and IT-intensive sectors
(Chapter 7). The highest proportion of jobs that can be done from home is found in the
largest urban areas, where knowledge-based and IT businesses are predominantly located.
Access to high-speed broadband connectivity throughout much of the Nordic Region is one
precondition that has enabled such a successful shift to remote work.

Opportunities for sustainable tourism. The challenges associated with travelling abroad
throughout the crisis resulted in an increase in domestic tourism. As noted in Chapter 10,
rural areas became popular destinations for staycations, and rural tourism began to thrive
as entrepreneurs reorientated their business models to adapt to the opportunities
presented by increased local tourism. In addition, evidence from Iceland suggests that when
international tourists did return, they stayed longer and invested more in local economies
than was typical pre-pandemic. Together, these trends present a real opportunity to
address over-tourism and further promote sustainable tourism throughout the Nordic
Region.

High levels of internal mobility support rural revitalisation. The crisis has resulted in
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significant increases in internal migration, with people responding to the pandemic and
shutdowns by increasing mobility within their own countries. Although further research is
needed to understand the precise nature of these trends, Chapter 4 identifies some
evidence of counter-urbanisation. The number of people moving away from the capital
regions increased, as did the population in several rural regions. The opportunity to work
remotely has resulted in more people spending time in their second homes, which are often
located in rural areas. These developments lay the foundation for the revitalisation of
Nordic rural areas, but as Chapter 7 indicates, such transformation is largely dependent on
improved digital and broadband infrastructures, which are essential for remote work and
encouraging businesses to remain in or set up in rural areas.

Nordic challenges

. The Covid-19 crisis has produced asymmetric health and social impacts across the Nordic
Region. Significant inequality between different income groups has been exposed, especially
within socio-economically deprived urban and rural regions. Following global trends, the
crisis has hit the most vulnerable groups in Nordic society hardest, including the elderly, low-
income groups, and immigrant communities. As shown in Chapter 2, the virus has caused a
higher number of deaths among elderly people, particularly those living in care homes in
Sweden. Higher death rates have also been recorded in immigrant communities in Sweden,
Norway and Denmark, characterised by high-density living and where most people work in
low-income service sectors jobs, which placed people at greater risk of contracting the
virus. Families who were already vulnerable before the pandemic (single parents, low-
income groups, immigrants in crowded housing etc.) have found the pandemic, social
distancing and home schooling more stressful than more affluent families. Vulnerable
groups were also more likely to lose their jobs permanently or temporarily.

. The hardest hit sectors were the service sector, tourism and export-based manufacturing.
In line with global trends, the service sector (retail and culture), tourism industry, and
export-based manufacturing industries have been the most severely hit by the crisis across
the Nordic Region (Chapter 8). Many sectors had to adjust production levels due to changes
in supply and demand, and this had a severe impact on employment levels at the start of
the pandemic. As Chapter 7 shows, home working opportunities were severely limited in
occupations requiring face-to-face contact, including the service industries, social care,
construction, manufacturing and transport sectors. Most of these occupations are at the
lower end of the education and qualifications spectrum. This contrasts with high levels of
home working in knowledge-driven sectors requiring higher qualifications and providing
higher incomes. An urban-rural split has also been identified in relation to the potential for
remote working, as rural areas are dominated by traditional industries that require a
physical presence, such as agriculture, forestry and fisheries. These differences highlight the
vast inequality of opportunities between those in low-income versus high-income
positions.

. Unemployment increased during the crisis. Despite government intervention reducing the
number of job losses, there have still been significant layoffs across the Nordic Region.
Chapter 5 highlights that layoffs were most prominent in larger cities and metropolitan
areas with a higher proportion of service-sector jobs. Regions where the economy is focused
on tourism and manufacturing also saw increased layoffs due to border closures and
decreased supply and demand. Unemployment has disproportionately hit young adults and
non-EU migrants working in low-income, service-sector jobs in the gig economy, where the
opportunities for home working are limited.

. Housing markets boomed during the pandemic. During the pandemic, house prices have
been rising quickly, with citizens keen to take advantage of low rates on loans. As Chapter 9
highlights, house prices increased across the Nordic Region except in the most rural areas of
Finland. By contrast, price rises in the more rural regions in Iceland and Sweden increased
more than in urban areas. In particular, rural areas close to big cities saw substantial
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increases in the price of detached and single-family houses, which suggests that people
sought dwellings more suitable for isolation and working from home. The increased demand
for houses in rural areas may also be explained by the attractiveness of having more space
and closer proximity to nature and outdoor recreation. While the strong demand for larger
properties and increases in housing prices have boosted the Nordic economies, it has also
become more difficult for young people and less affluent families to enter the housing
market. This raises the need for more affordable housing opportunities across the Nordic
Region.

Gender disparities have been highlighted from both a health and social perspective. From a
health standpoint, Covid-19-related deaths have been significantly higher amongst older
males across the Nordic Region (see Chapter 2). From a social outlook, Chapter 4 highlights
the ways in which the closure of schools and childcare facilities in some countries (e.g.,
Denmark and Norway) and the introduction of home office requirements placed additional
pressure on individuals and families, particularly in low-income households, increasing
overall stress as well as anxiety and depression levels. Initial research indicates that women
shouldered a larger share of the additional childcare burden. More research is needed,
however, to elucidate the short- and long-term impact of the pandemic on gender equality
in the Nordic countries.

Cross-border mobility ground to a halt. The crisis has had serious implications for mobility
in the labour market and across borders. As shown in Chapter 4 and Chapter 6, Nordic

cross-border regions saw significant decreases in labour mobility as border closures and
travel restrictions made cross-border working difficult, leading some commuters to leave
their jobs temporarily or permanently. Indeed, formal barriers to cross-border working were
evident during the crisis, including the introduction of strict travel restrictions,
heterogeneous national policies related to remote work and furlough schemes, and national
differences in tax legislation and labour market policies. Migration was also affected by the
restrictions as there were declines in both immigration to and emigration from the Nordic
countries. Net immigration was the smallest since 2005, shortly after the EU enlargement.
In 2020, immigration fell by 21% and emigration by 9%. Based on the monthly data for
Sweden in 2021, immigration will be about half of the average for the previous 5 years and
emigration about 90%. Based on quarterly data for 2021, both immigration and emigration
in Denmark will be about 20% below average, and immigration in Iceland will be about 10%

lower.

The pandemic has affected international tourism severely. Border closures have
dramatically affected international tourism to popular Nordic tourist destinations,
particularly capital cities and other metropolitan areas, which saw large reductions in the
number of tourist visits. The decline in international tourism was a result of border closures,
which saw significant reductions in international air and ferry passengers and a dramatic
decline in the number of passengers travelling across borders in cars and by rail. As Chapter
10 shows, a reduction in international tourism contributed directly to decreases in foreign
expenditure, which makes up an important export value income for the national economies
in the Nordic Region. The impact of declining tourism has been particularly devastating for
countries such as Iceland and Aland whose economies are heavily reliant on international
visitors. Although domestic tourists sometimes spend more capita than international
tourists, the decline in international tourism points to the need for diversifying the economy
in these heavily affected regions.

Divergent containment policies and border closures fuelled a decline in trust and social
capital. As Chapter 6 highlights, informal barriers to cross-border working such as different
national norms, values and cultural perceptions have been exacerbated by the crisis. Cross-
border commuters, students and other Nordic employees working in a non-native Nordic
country have faced ‘corona shaming' from colleagues or been ostracised and isolated in
office settings due to concerns about different national laws. These issues have badly
affected Nordic border regions, dividing families, friends and businesses and reducing the
high levels of trust that are the cornerstone of Nordic cross-border co-operation and
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competence mobility.

Covid-19 as a catalyst for Nordic policy change and
transition

The Covid-19 crisis can act as a catalyst for transformational policy change within the Nordic
Region and presents a window of opportunity to strengthen health and welfare systems,
enhance digital technology and accelerate the shift towards a carbon-neutral economy and
society. Policymakers at the national, regional and local levels need to go beyond short-term
thinking and work together to ensure that recovery responses and public investment funds are
closely aligned with long-term, post-pandemic policy priorities around sustainability and social
inclusion. The findings outlined in this report highlight particular areas that Nordic policymakers
must address in meeting the three main strategic priorities of the Nordic Vision 2030—creating a
socially sustainable Nordic Region, a green Nordic Region and a competitive Nordic Region.
Based on these findings, this section highlights future policy directions that present the greatest
opportunity to address each goal of Vision 2030 as the Nordic Region emerges from the crisis.

Inclusive labour markets, affordable housing, and well-
functioning care systems

A socially sustainable Nordic Region is inclusive, equal, and cohesive with shared values, cultural
exchanges, and increased welfare. The challenge for Nordic policymakers is to harness new
technological processes for promoting economic and social change in a way that promotes
fairness, social justice, and opportunity for all. A socially sustainable transition is one that
ensures that no one is left behind by the forces of globalisation and that all people can
participate in and benefit from the digital and green transitions. The Covid-19 crisis has exposed
and exacerbated existing socio-economic inequalities across the Nordic countries, cities, and
regions. As this report shows, the socio-economic impact of the pandemic has hit the most
vulnerable groups in society hardest, particularly young people, the elderly and immigrants living
in deprived urban and rural areas or working in low-income, service-sector jobs. It is essential
that Nordic policymakers work to reduce these inequalities to help protect the most vulnerable
groups in society from future crises.

The labour market impacts of the pandemic have been highly selective, with vulnerable groups
much more likely to be temporarily or permanently unemployed. Workers in service-sector jobs
require greater contractual stability and improved rights during crisis periods. In addition, people
with few qualifications should be given the tools to succeed in knowledge and technology-driven
economies by offering re-skilling, up-skilling and lifelong learning opportunities.

The rise in house prices indicates the relative strength of the Nordic economies; however, new
housing preferences may have negative implications for existing communities, and high prices
overall can make it difficult for younger people and newly arrived immigrants to get a foot in the
housing market. Ensuring access to affordable housing requires a solid understanding of how
housing markets in different locations are responding to the changing circumstances brought
about by the pandemic. Alongside this, a strong commitment is required to policies that promote
an adequate supply of the right types of housing in the appropriate locations.

Most importantly, as life expectancy continues to rise in the Nordic countries, policymakers need
to find effective measures for reorganising the delivery of health and social care. The pandemic
has highlighted the need to reassess the organisation of elderly care to support health and
welfare services and protect elderly people. There is also a requirement to focus on increasing
investment in the treatment of mental health issues caused by stress, anxiety, and depression.
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Working from home, environmentally conscious
consumption, and sustainable tourism

A green Nordic Region promotes the green transformation of our societies, as well as carbon
neutrality and a sustainable, circular, and bio-based economy. The challenge for Nordic
policymakers is to harness the aspects of behavioural change brought about by the crisis that
have the potential to support the green transition and pursue strategies through which these
behaviours can be maintained in pursuit of longer-term environmental goals.

As the report highlights, working from home during the pandemic has led to changes in work
mobility that have the potential to decrease the use of fossil fuels and lower greenhouse gas
emissions. Realising these gains in the long-term will require a nuanced understanding of how
working from home relates to other lifestyle choices, for example, the demand for larger
dwellings further from the city centre. The ability of urban and regional policy to respond to such
changes will be vital in ensuring environmental benefits become an important incentive for a
longer-term shift towards increased remote working.

Vehicle electrification has also accelerated during the pandemic as middle and high-income
earners channelled savings in other consumption areas into the purchase of more
environmentally friendly vehicles. The Nordic Region remains a forerunner with regards to vehicle
electrification and will retain this status in the longer term by offering incentives to buy electric
vehicles. Electrification processes also have the potential to create new jobs and enhance the
competitiveness of the Nordic Region.

The report has also indicated the huge potential for increased green or nature-based tourism as
a driver of economic and spatial change. Climate consciousness among travellers, international
agreements on more sustainable development, and the value of a 'sustainable product’ are also
pushing the tourism sector in greener directions. This can be further promoted by developing the
staycation industry through increased financial support for rural tourism businesses and
ensuring that the regional tourist industry is locally embedded and meets the needs of the
community by investing in and promoting local products and services.

Diverse regional economies, open borders, and well-
connected communities

A competitive Nordic Region is built on knowledge, innovation, mobility and digital integration.
While the financial support provided by governments has limited the economic damage of the
crisis in the short term, the long-term damage to Nordic economies and competitiveness
remains uncertain. As society and borders reopen, we will see some of the more affected sectors
recuperate. This recovery is likely to be uneven, however, with some sectors likely to overcome the
damage caused by the pandemic quicker than others. The service sector and tourism industries
will be revived as consumer confidence grows. However, the competitiveness of manufacturing
industries remains under pressure from continued disruptions to supply chains and the ongoing
process of technological change. The vulnerability of some sectors highlights the importance of
diverse and balanced regional economies to ensure economic resilience in times of crisis. Here,
resilience can be enhanced through the development of stakeholder and citizen-led, place-based
policy strategies built around areas of regional economic strength and opportunity.

Ensuring the free flow of people, goods and services across borders is essential for Nordic
economic growth and competitiveness. The closure of borders and travel restrictions has
negatively impacted Nordic cross-border labour markets and the skills-supply in general. It will be
important to rebuild trust in cross-border regions and in the common Nordic labour market
through the introduction of measures to ensure that people, goods and services can continue to
flow freely across borders during times of crisis.

As the report highlights, digitalisation has laid the foundation for a long-term shift towards
remote working for a substantial proportion of Nordic workers. This increased freedom to ‘work
from anywhere' has in turn created the conditions for new and dynamic linkages between urban
and rural areas. Many people have spent more time at second homes, taken advantage of the
lower visitor numbers in popular tourism destinations by enjoying vacations within their own
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countries, or even relocated from the city to a rural area. Within this context, there has been
much talk about the potential for this trend as an opportunity for revitalising rural areas.
Revitalisation efforts might have a greater chance of success in rural municipalities closer to
large urban centres. Furthermore, these opportunities are contingent on increasing the access to
high-speed broadband for rural communities, making them more attractive places to live and
work.

Nordic cooperation and Covid-19 recovery

The Covid-19 pandemic has exposed the fragility of Nordic co-operation, particularly in cross-
border regions where the impact of the pandemic has been most evident among families, friends
and businesses left divided by the abrupt imposition of border closures and restrictions. The crisis
represents a major challenge to Nordic co-operation, with the countries taking an inward-
looking, state-centric approach rather than a collective and coordinated transnational response
to the crisis. Covid-19 has placed Nordic co-operation at a crossroads, and which road it will take
depends upon whether the governments, regions and municipalities regard co-operation as a
'must-have’ or a 'nice-to-have' (Giacometti & Wgein Meijer, 2021). Indeed, the ongoing pandemic
is representative of the types of global challenges faced in an increasingly interconnected and
interdependent world. The Nordic Region is, therefore, not immune to global shocks of this
nature, and Nordic countries and regions must work together and pool resources to help
overcome such threats.

The crisis presents an ideal moment to reflect and re-evaluate the nature of Nordic co-operation
moving forward. According to the OECD (2020), “co-operation is an imperative — and not an
option" in responding to the socio-economic challenges presented by the crisis and effectively
implementing just, green and smart transitions. The Nordic Region has a tradition of
experimenting with collaborative governance in the delivery of public services across borders and
between regions and municipalities (Cedergren et al., 2021). Promoting Nordic collaborative
governance processes will be required in order to pool resources to deliver public policies and
services efficiently and effectively. Facing potential revenue reductions, interregional and inter-
municipal collaborative governance will be particularly important for smaller regions and
municipalities to help increase financial resources and administrative capacities, reduce
transaction costs and establish economies of scale. Regional reforms of this nature are
underway in Finland. Harnessing the potential of digitalisation will also be essential for
maintaining dialogue between institutions and actors and exploring the potential for active
citizen engagement in policymaking.

The top-down national measures introduced during the pandemic have undermined the unique
position of Nordic sub-national actors and their capacity to drive regional resilience recovery and
transition strategies (Giacometti & Wgien Meijer 2021). Nordic regional leadership will be an
essential element of the recovery process, ensuring a place-based territorial response with a
central role for sub-national level actors in the development and implementation of tailored
policies that meet the specific needs of people in the regions and local communities (Andreasson
& Lundqvist, 2018; Sotarauta & Beer, 2021). The pandemic has highlighted the important role of
regional and municipal authorities in crisis management and the delivery of vital public services
and welfare provisions, including health care, social services, education and economic support for
businesses. Embracing the notion of active subsidiarity and bringing policymaking closer to the
people are essential for democracy and legitimacy, so it is imperative that Nordic regions and
municipalities play a central role in post-pandemic decision-making about recovery (Moodie et
al., 2021b; 2021c). Indeed, it is vitally important to encourage experimental territorial governance
processes that leave room for flexibility and adaptability in the development of local policies.
Within this context, an emphasis on Nordic regional resilience thinking may be useful for
understanding how Nordic regions are affected by crises and how to facilitate local transitions
and recovery (Giacometti & Teras, 2019).

While the pandemic has exposed weaknesses and fragility in Nordic co-operation, it also serves
as a reminder of the advantages of working together, particularly the benefits that freedom of
movement across borders offer to local economies, labour markets and people (Giacometti et al.,
2022). Mechanisms must be found to ensure that the strengths of the Nordic cross-border co-
operation are fully utilised to support joint decision-making and maintain open borders during
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the next crisis. It is particularly vital that actors in border regions can trust that their planning
and activities will not be jeopardised in the future (Enestam, 2021). This crisis should be a wake-
up call for the renewal of Nordic co-operation and for building consensus among key national
and regional authorities, sectors, stakeholders and citizens. These actors can build on existing
Nordic co-operation infrastructures, networks and social capital to deliver effective policies that
meet the needs of the people of the Nordic Region. Daring to define a new Nordic co-operation
pathway fit for the challenges of the 21st century is the key to making the Nordic Region more
resilient to future crises. New co-operation frameworks must take into account the uncertainties
with which we live and reinforce the capacity of the Nordic Region to absorb disturbances and
adapt to new conditions.
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