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1.
WHY THIS REPORT?

2000s the Stockholm Region
has been a very attractive location for investment in ICT research and development facilities. The purpose of this report is to explore
ways in which this attractiveness can be reinforced in future to maintain and strengthen the
region’s competitive position as a destination
for global IT.
Global rankings covering everything from
business-friendly infrastructures to quality of
life usually rank Stockholm very close to the
top, giving the region a broad appeal that few
areas can rival. Most recently, in the World
Economic Forum’s 2018 Global Talent Competitiveness Index, Sweden ranks fifth as a country
and Stockholm ranks second worldwide among
cities. Of the six pillars evaluated in this report
Stockholm scores highly in the “Enable” score,
which considers the regulatory, market, business and labor landscapes and whether they
help attract people or put them off.
Stockholm is famously second only to Silicon Valley in the number of successful “unicorn”-level billion-dollar startups per capita,
being the birthplace of Mojang, Klarna, Spotify, Skype, King and many others. Stockholm
also benefits from all of the global rankings
that apply country wide, like when Sweden
was listed as the world’s best country to do

business in by Forbes in 2017. Another recent
report by Nordic Capital also shows that with
87.1 knowledge-based business jobs per 1,000
working-age persons, Sweden ranks top in
Europe for its knowledge-intensive working
population, well ahead of the second-placed
country Denmark (79.1).
But while rankings are already very positive,
the problem has now shifted from creating the
initial conditions to attract the first investors to
a new mindset where we need to build on this
success. In this phase we need to encourage
existing companies to increase their investment in the region and to attract new global
companies to Stockholm. This new challenge
both covers longer timescales that will test the
stability of Stockholm’s regional advantages
and also recognizes that there will be energetic competition from other regions hoping to
catch up.
Before we can maintain and reinforce the
success of the Stockholm Region we first need
to understand which factors influence global corporates in their choice of location for
new ICT research and development facilities.
Which are the positive factors that lead corporates to consider Stockholm? And which
are the missing or negative factors that might
cause them to hesitate?

SINCE THE EARLY
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Factors that encourage global corporates
to invest in the region range from the business-friendly legal and administrative framework where foreign investors can create a
company without local partners or investors,
to the availability of a high-skilled population
of people with desirable ICT competences,
often attracted to the country by Sweden’s very
competitive quality of life.

By understanding these positive and negative factors we can address future needs
with a broad spectrum of actions, all aligned
and focused on the same goal. These actions
include the provisioning of relevant competences through education and by attracting
talent from elsewhere. They also include the
provision of precisely targeted support through
various regional organizations.
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2.
WHERE DID THE
INFORMATION
COME FROM?

published reports
from the Swedish government and other organizations, and also on our own interviews
and surveys with representatives of key players
in the field. Many documents were studied
in the research phase, including Join Us In
Co-Creation, a report by Business Sweden
with the Ministry of Enterprise, Sweden – a
Key Driver of Nordic ICT growth, Hard facts
– reasons for Sweden, a report by Business
Sweden and The Innovation Game: Why and
How Businesses are Investing in Innovation
Centers, a report by Cap Gemini. Others are
listed in Selected Sources at the end of this
report.
New interviews were also conducted with
senior representatives of some of the member companies in the Stockholm IT Region
network (see stockholmitregion.se for more
information), but also a number of other

global ICT companies with operations based
in the Stockholm Region. These interviews
primarily address the reasons why Stockholm
has been chosen, but since these corporates
chose Stockholm for specific functions but not
others they also give an insight into reasons
for not choosing the region. We also received
support from Business Sweden which surveyed
their local representatives around the world to
get an understanding of what the companies
in their respective region considered to be key
parameters for selecting new cities for new
R&D investments.
All of the information comes from recent
reports and interviews to capture the current
status and trends in the city. Though this is a
moving target and new reports are continually
being published on this critical topic. For this
reason, all information and especially rankings
can change from day to day.

THIS REPORT IS BASED ON
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3.
WHAT ARE THE MOST
IMPORTANT FACTORS?

when companies decide where to place their R&D investments, but some of these are more important
than others and should influence future business development initiatives in the region.
Among the factors most often cited in interviews are:
• the size of the ICT cluster in the region
• the size of the talent pool
• the availability of existing clients
• the innovative ecosystem
• the size of the local market
• the political environment

An obvious challenge is how to determine
which of these competencies will be critical
in the future, early enough to ensure that the
necessary skills or people can be provisioned in
time. Finding enough people with the necessary skills will also be a challenge. A recent
report by the Swedish tech industry association
IT&Telekomföretagen revealed that Sweden
will need another 70,000 tech talents by 2022
to address already-identified IT skill shortages
that will limit growth (report in Swedish at
https://www.itot.se/2017/11/it-kompetensbristen-en-rapport-om-den-svenska-digitala-sektorns-behov-av-spetskompetens/ ).
Other prioritized criteria for choosing location for new investments are the innovation
ecosystem and the size of the ICT cluster in the
region.
See the diagram on the next page.
Additionally, this same group of more
than fifty innovation- and strategy managers
indicated some other factors that influence
their choice. First and foremost, they cited the
high-quality education at all levels. Tertiary
education might be more directly relevant in
provisioning tech skills but the availability of
good quality primary and secondary schools
are essential for skilled people with families
who are considering relocation. They also

MANY FACTORS ARE CONSIDERED

We invited more than fifty innovation- and
strategy managers at large corporations in
Sweden to select their top three criteria for
corporates when choosing a location for their
ICT R&D investments and received the results
shown in the chart below. Not surprisingly,
the size of the talent pool was selected by more
than 80% of the managers. Access to the right
technical competences is often cited as the
most important factor in attracting corporates
to a region.
Discussing this topic, the representative of
one major global company said that Stockholm should not try to be best at everything
but rather focus on a few competence trends.
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KEY CRITERIA

The size of the ict cluster in the region

56,3

The size of the talent pool

81,3

The availability of existing clients

72,9

The innovation eco system

72,3

The size of the local market

25

The political environment

25
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pointed to the generally high levels of innovation compared to other alternatives in other
countries. Sweden has long been famous for
innovations on a scale out of proportion to the
size of the population. Others also mentioned
cost levels, which are clearly not the lowest but
are competitive given the high standards in
other areas.
A healthy startup and scaleup ecosystem is
also considered to be a critical factor for outside investment. This is partly because many
innovation investments begin with an initial
10,4
corporate-startup cooperation, and partly
0
because the startups attract talent that might
10
otherwise not come to the region or stay for
any length of time. According to one of our
corporate sources, they initially placed their
investments in places where labor was cheapest, but that they are now focused on investing
where they can find the specific competences
that they need. Very often today they rely on
competencies that they find through startup
acquisitions.
The level of tech maturity of the population
also plays another role when companies choose
the region to test new technologies. People
already comfortable with a virtually cashless
economy are a useful test market for emergent
technology. Having a presence in the region
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makes this testing simpler to implement.
We also noted that our corporate sources
observed that the availability of strong personal networks is important. These networks enable a flow of knowhow and easier 89,6
access to the
critical people
needed
for
each
project.
These
43,8
networks connect all of the different commu60,4
nities including corporates,
scaleups, startups,
universities, hubs
and authorities. In the Stock52,1
holm Region the combination of university,
25
industry,
government and civil society have
created a strong quadruple-helix structure that
enables a successful ICT community.
of
20 Many
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60 report
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100
life, work life balance, security, environment
and very low corruption all make it easier to
recruit and retain talent to a region. This is
especially true for highly mobile people with
competences that are in demand globally. Another key factor that attracts companies to the
region is public investment in infrastructure.
Several sources for this report note that government support for fiber optic networks and
transportation makes a significant difference.
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4.
HOW DOES STOCKHOLM
COMPARE TO OTHER REGIONS?

AS WE MENTIONED EARLIER ,

new results are
being published continually, but there is a clear
consensus among sources that the Stockholm
Region is currently one of the leading destinations for investments. Sometimes data refers
only to Sweden in general so it is only indirectly relevant, but a strong position for Sweden
inevitably correlates closely with a strong
position for Stockholm.
Stockholm’s strong position means that it is
a leading contender for new investment, but
there is clearly room for improvement in many
areas. One of the most visible is the chronic
shortage of housing in the city, a factor that
is often the first issue that newcomers to the
city encounter, though in fairness the situation
is little better in other leading cities. Another
problem area for Sweden as a whole is the taxation. Company profit tax bolagsskatt is 22%,
compared to taxes as low as 9% in Hungary,
and income taxes can take almost half a salary. This taxation funds Sweden’s high quality
of life and the purchasing power of a salary is
still competitive, but taxation is still considered
a negative point for potential investors and
employees.
On the positive side, there are tax initiatives
to encourage corporate research and development investments in Sweden. Employers can
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make a 10% deduction on the employer charge
for the compensation of employees who work
in research and development [6]. The total
deduction cannot exceed 230000SEK per corporate per month, but this is still almost three
million SEK per year. A review by Svenska
Teknik & Designföretagen (part of Almega,
Sweden’s leading employers’ organization for
the service sector) showed that four years after
its introduction more than 2000 companies in
Sweden are benefitting from this initiative. In
their review, Svenska Teknik & Designföretagen [7] remarks that this popular initiative has
the potential to become a much more powerful
tool to stimulate research and development
for enterprises if the level of the deduction and
the maximum level per corporate are both
increased.
At the beginning of 2017 the Swedish
government reduced significantly the tax on
electricity for data centers. As a result Sweden
now has the lowest electricity prices in the
EU, making the country one of Europe’s most
attractive for investment in these facilities.
Bringing more data center investments also
created an opportunity to increase the amount
of excess heat recovered through the country’s
largest district heating network through the
creation of Stockholm Data Parks, a coop-

eration between Stockholm City, Stockholm
Exergi, Ellevio and Stokab. Data center operators thus enjoy lower taxes plus the possibility
of accessing extensive paid-for heat recovery,
contributing to an even lower operational cost
for the operator. At the same time they can be
proud that they contribute to this environmentally friendly waste heat upcycling approach.
Stockholm’s concentration of ICT activities is usually identified as a significant factor
in attracting new investment. Thanks to the
very large existing ICT cluster in the region,
companies can learn from each other and it is
easier to recruit employees when there are so
many different employers to choose between.
This dynamic labor market plays a significant
role in attracting talent to the region. People
moving because of an offer from one company
can be sure that they will also be able to find
alternatives and grow in their career.
Stockholm and Sweden in general is a favorable environment for startup development
because of the simplicity of setting up companies, good role models like unicorn founders
willing to share their learnings, access to investors and investments, good incubators and
coaches, and large corporates willing to invest
in startups.
Stockholm is very welcoming for people

moving from outside, with a strong international community and nearly-universal use
of the English language. Quality of life in the
city also contributes to making Stockholm an
attractive location for recruiting key experts.
Sweden ranked third for expat life, and top in
most quality-of-life surveys.
A fast-growing, well-educated population is
also supported by the choice between several
good universities offering ICT-related programs. These include the largest traditional
universities like the Royal Institute of Technology and Stockholm University, plus other
schools like the Stockholm School of Economics and the Stockholm School of Entrepreneurship that fuel entrepreneurial activities.
Finally, the Stockholm Region is more
than just the physical place and its resources.
There are also the local public-sector authorities which play a key role in the way that the
region welcomes investment and develops an
environment where these investments can prosper, contributing in particular to the quality
of life that makes the region so attractive to
people with key technical competencies. Quality-of-life aspects such as public transport,
parks, schools, healthcare and other benefits
makes Stockholm and Sweden a desirable
location to live for the most demanding people.
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5.
WHAT CAN WE DO TO
IMPROVE THE POSITION OF
THE STOCKHOLM REGION?

56,3

identified above
we can determine which actions are most likely to contribute to an increase in the ICT R&D
investments coming to the Stockholm Region.
Some of these actions are quick fixes that can
be implemented more or less immediately.
Other actions are more long term and typically
involve setting up new programs that will produce results in the future, just like the successes
BASED ON THE KEY FACTORS
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of today are the fruits of past programs. Some
81,3Stockof these actions can be taken directly by
holm IT Region while in other cases members
72,9
and other stakeholders can be encouraged to
72,3
take action to support these goals.
In our survey, we also asked them to select
25
the top three ways in which we can help improve
25 the position of the Stockholm region and
received the results below.
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IMPROVEMENT ACTIVITIES

Talent attraction

89,6

Investments in infrastructure

43,8

Development of laws and regulations
in favor of innovation

60,4

Stimulation of cooperation of different
players in the ecosystem

52,1

Promotion of international company diversity

25

Promotion of Stockholm as the
most sustainable option

10,4
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Talent attraction is the most prioritized activity, which makes sense since the size of the
talent pool was selected as the most prioritized
key criteria. Additional suggestions from this
group were:
• Investments in schools and education system
• Improve the housing situation
• Direct flights to more locations
• Reduce taxes and offer incentives
• Promote establishment of testbeds for rapid
innovation
• Clarify GDPR implications
TALENT ATTRACTION

Having access to the right competences has
been singled out as the most important key
factor that we need to work on today. The
Stockholm Region cannot excel in all competences so it should consider specializing, focusing primarily on the areas of competence that
we forecast will be most commonly required
in the future. We must also learn, accept and
support fast competence shifts. The ability to
provision new competencies in a timely fashion
will have to become the new normal rather
than being an emergency response.
One approach to this need for better talent
provisioning was outlined in a study “Kompetensförsörjning inom ICT” by Stockholm IT
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Region [8] presented in February 2018. A key
part of this proposal is to make the recruiting of talent from outside Sweden as friction
free as possible, addressing critical issues like
housing, streamlining paperwork and providing more coordinated support through a broad
coordinated program. The report also recommends identifying and coordinating a common
message to attract talent to the region.
For example, actions to enhance access
to competences could include coordinated
programs like the Team Stockholm concept
described in Kompetensförsörjning inom ICT
plus more specific actions like the creation of a
project to encourage international students to
become professionals in the region. Access to
critical competences can come through the cultivation of a vibrant startup/scaleup community in the appropriate fields. Part of the new
talent required could also come from programs
to retrain people whose existing skills are less
in demand, increasing mobility to avoid underemployment.
An example of an action to enhance access to competences is the “Project Spouse”
concept, where industry, academia and other
actors all co-operate so that key talent can be
attracted and retained by parallel activities to
find a suitable role for their spouses.

Another approach to cooperation, this time
between government departments, is the proposal to create a physical One-Stop Shop for
people coming to the region to start a business.
This location would provide access to all the
relevant departments under one roof, similar
to the International House in Copenhagen.
Within this building, representatives of immigration, tax, housing, training and social
security departments would all work side by
side to give people creating new businesses and
people recruiting new talent the efficient access
to the services they need.

There are also some emergent developments
in infrastructure that could play an important
role in attracting investments to Stockholm in
the future. One of these concerns cyber security. If the Stockholm Region and Sweden as
a whole can build a robust environment with
reduced risk level then this will strengthen
the region’s competitive edge. As threats from
criminal and state actors increase this could
potentially be an initiative that will bring substantial rewards.
DEVELOPMENT OF LAWS AND REGULATIONS IN FAVOR OF INNOVATION

INVESTMENT IN INFRASTRUCTURE

Continued investment in infrastructures is also
essential. The Stockholm Region should not be
left behind in high-speed network access, open
APIs, open data and other resources needed
at a city or regional level. It is easy to become
complacent when existing services are adequate and conclude too late that they need to
be upgraded.
In the field of open data APIs, the city already
provides many resources through the data portal
site “Data Portalen” at http://dataportalen.stockholm.se/ This provides free access to data on
weather, traffic, parking, population and more
as described in the Open Stockholm website at
https://open.stockholm.se/ (in Swedish).
The region will also need physical infrastructure upgrades, especially for transport
and housing – two areas often singled-out by
potential investors interested in moving to
Stockholm. The fact that getting to Stockholm
takes an extra hour flying from the heart of
Europe is not really something we can do anything about. However, there are other individual options that have been debated that could
mitigate some of these problems. For example,
what effect does the high tax on flights have?
Other proposals include a reduction in profit
tax on companies to be able to compete with
other European countries.
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In parallel with these direct initiatives, the
Stockholm Region should co-operate with
other authorities and stakeholders such as employers to encourage the continuing emergence
of laws and regulations that favor innovation.
Global corporates surveyed for this report underlined the role of the government in sponsoring innovation and technical reform, giving the
region a competitive edge in both infrastructure and competences.
One example of this approach is the proposal to create a special “Talent Visa” program
currently being discussed with the goal of
fast-tracking people with specific competences
that are needed in the region.
Action is also needed to avoid the deportation of IT talents, which causes alarm and uncertainty in the community. This is currently a
critical issue because of the negative impact on
the region’s overall reputation caused by some
high-profile cases involving people from other
countries. The number of cases is amplified by
coverage in social media and the press, contributing to a negative perception of working
in Sweden for many people considering a move
to the city and also companies who rely on
these people. Even just the fears of difficulties
with work permits and visas can have a significant impact on investment decisions. Recent
court decisions in favor of deportees have

reduced the impact of this issue to some extent
since they can be used as precedents, but this
may be considered insufficient. To reassure
potential employees and their employers it may
be necessary to change the regulations so that
the issue is resolved without risk of deportation.
STIMULATION OF COOPERATION
BETWEEN DIFFERENT PLAYERS IN
THE ECOSYSTEM

We should also exploit natural synergies by
stimulating and organizing cooperation between different players. Small companies, large
companies, academia, research facilities and
other bodies must all be aligned and working
in the same direction.
PROMOTION OF INTERNATIONAL
COMPANY DIVERSITY

In the interests of stability, we also recommend
that the region promote diversity in their base
of international companies to avoid reliance on
a concentration of a few larger players.
FOSTERING AN INNOVATION-FRIENDLY
CULTURE

One source in our research noted that the
fact that many companies in Sweden have
been sponsoring the use of personal computer
technology by their employees for a few decades now. This has fostered the early adopter
attitude that persists today. These kinds of
activities could be a relatively inexpensive way
to maintain a mindset that is positive towards
innovations and open to trying new products
and services.
CONCRETE ACTIONS AND NEXT STEPS

Concretely what actions can the regional
authorities and businesses take to achieve this?
We outline here some key steps that should be
considered:
• Define and share common goals among all
of the players in this ecosystem, similar to
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the way that the UN deployed sustainability
goals globally. Stockholm IT Region and its
member companies (representing large ICT
companies, academia, research institutes and
local public sector) could play a central role
in this work.
• Create incentives for private businesses to
align themselves with these goals, through
benefits, awards or other tools.
• Pool resources to create a community of experts to deploy the shared goals, combining
knowhow coming from different authorities
and companies to cover more broadly the
issues.
• Establishing a mechanism for monitoring
the actions taken and the results obtained
so that corrective feedback can be applied
when needed and suitable data returned to
the stakeholders such as authorities, business
organizations, academia and so on.
• Create a program tasked with the identification of emergent factors that should lead to
new actions, ensuring an agile response to
changing conditions. An example could be to
jointly develop fast track training programs
to develop prioritized competencies where
the theory is taught by a university and practical application is experienced in a practical
training period at our large ICT companies.
Some possible approaches for organizing and
coordinating these efforts are outlined in the
report Kompetensförsörjning inom ICT [8].
Among other things this recommends a round
table to launch a concrete action plan involving
all actors and the development of an overall
steering group for all of the projects. This
steering group should include key representatives of IT companies, authorities and employers’ organizations.
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