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Source: Danish Ministry of Economic Affairs and the Interiour, Økonomisk Redegørelse December 20182 Mårslets Helte

Public investments have a positive effect on the output-gap but carries a risk of  overheating the 
economy. The timing issue makes it difficult to use as a fiscal policy, but it is a highly effective 
structural one. Thus, with both positive long- and short-term effects it is advisable to proceed

The general effect of  fiscal multipliers:

Direct Investment → Employment → Consumption → Employment Increase → 
Etc.

Overall:

• Public investments in general have a strong short term effect on GDP 
and the outputgap but can potentially overheat the economy. That will 
lead to a decrease in our competitive power and net exports.

Current economic situation:

• According to the Danish Ministry of  Economic Affairs and the Interior, the 
Danish economy is expected to have a positive output-gap of  1.2 percent in 
2020

• Balance of  payments of  exports are expected to be 122 bn DKK in 2020

• Employment is record high and firms are in need of  employees

Current economic situation:

Disadvantages of  public investments in the current situation:

• The economy is presently in a period of  economic expansion, it 
might not be reasonable to carry out the project now due to the 
risk of  overheating the economy 

• Due to the long time aspects of  the investments, it is difficult to 
use the investments countercyclically, why the primary reason for 
a large public investment project should be the positive long-run 
effects 

Advantages of  public investments in the current situation:

• Positive effect on output-gap

• Positive long-run effects on GDP due to an increase in capital 
stock

• Time limited: No permanent increase in government spending

• The risk of  overheating is not as strong as the risk of  overheating 
using public employment as a counter cyclical tool 
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Source: 1) Øresundsbron, Annual Report3 Mårslets Helte

Ministry of  Finance should use the framework created by Øresundsbro Konsortiet minimizing 
potential risks and utilizing existing structures 

Consortium of 
municipalities

HH Connection 
Denmark A/S

Debt holders

Construction and 
management

Users

The Danish State
Sund & Bælt A/S25% 75%

HH Connection A/S

50%

Capital

Contractual payments

User fees

Structure of  ownership

n HH Connection will be owned evenly by the Danish state and the Swedish state 
through their respective subsidiaries

n A consortium of  municipalities will contribute financially to increase fairness 
from an economic and political perspective. The financing will not function 
exclusively via the finance act, but also via debt financing in Sund & Bælt A/S 

n HH Consortium to use same financing methods as Øresundsbro Konsortiet
whilst also bulking loans to decrease interest rates, something that has already 
been done succesfully1)

Source: 1) Annual Report, Øresundsbron3 Mårslets Helte

Incentives

Risks

n HH Connection will have an ownership structure where the municipalities 
likely to benefit the most will contribute a weighted amount relative to effect. 
They will also have to contribute evenly to maintenance and potentially cover 
deficits, making them fiscally responsible and avoiding lack of  accountability

n Could potentially provide performance-related bonuses in the company itself, 
as well as reduce user fees as revenue increases and make the owners of  HH 
Connection equally accountable to costs and deficits

Economic Risk Political Risk Leadership Risk

Impact

Likelihood

n Economic risk refers to the risk of  the project being more expensive and the 
state bearing a huge share of  this risk. This is mitigated through the 
ownership structure and the municipality construction

n The political risk is small and refers to a change in support from parliament

n The leadership risk refers to the risks between Denmark and Sweden, which 
could be fatal, but due to Øresundsbron collaboration it seems unlikely
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Source: Company information, Factset, Broker Reports, S&P Capital IQ5 Mårslets Helte

HH-connection will have positive effects on both GDP and employment having other positive 
related effects whilst not colliding with the budgetary act due to structure of  financing

We assume realization of project in 20204 Mårslets Helte

Year 2020 2021 2022 2023 2024
Effect on 
Output Gap1)

0.57 0.73 0.65 0.65 0.57

Effect on 
Employment 
Gap2)

10,600 13,000 13,800 13,000 11,400

n It is assumed that the investment is equal to 0.815 percent of  GDP in 2020. As an increase in public 
investments of  0.1 percent of  GDP reflects and increase in the output-gap and employment-gap of  
respectively 0.07 percentage of  GDP and 1300 full-time employees, this effect has been scaled by the 
factor of  8.15. 

n The table and our data clearly show that it would have a generally very positive impact on both the 
output gap and employment gap

Source: Table 1, Data, Ministry of Finance. Own calculations. 1) Expressed in percentagepoints 2) In full-time employees 

n It will not, despite the action producing a deficit on short-run public 
finances, collide with the budgetary act, as the structure of  the 
financing will hedge any possible limits, also as a consequence of  Sund
& Bælt being able to finance independently

Potentially increasing Swedish exports

Increased mobility increasing labour
supply

Increased competition benefiting 
Danish and Swedish consumers

Would positively affect the Danish 
economy by 30 billion dkk.
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Source: Company information, Factset, Broker Reports, S&P Capital IQ6 Mårslets Helte

We recommend that the Ministry of  Finance progress with the HH-connection as it would 
positively impact the Danish economy without colliding with the budgetary act 

5 Mårslets Helte

Political Recommendation

n It is highly advisable that the minister does not emphasize any 
countercyclical advantages as these cannot be proven

n The minister should instead recommend the proceeding of the project due to 
the positive impact on employment and output in general. It would benefit 
the country as a whole with a net gain of  30 billion which should be the main 
talking point

n It would increase competition, competitiveness and have a positive impact on 
Danish export

n However, it could potentially heat up the Danish economy. This does not
seem very likely and as such we are not in a situation where the economy 
would overheat

n The financing model allows the minister to say that the government will not 
directly use money otherwise able to be spent on public services or tax cuts

n The financing model also makes the municipalities benefitting the most pay 
the most something that could be considered a huge economic upside by the 
people not living in Zeeland and would play well with the constituency of  the 
Minister of  Finance

Economic Recommendation

n It is highly advisable that the Minister proceeds with the project as it presents
a long-term structural improvement with positive short-term effects without 
overheating the economy

n However, it is not advisable from a fiscal policy perspective, as it would not 
have any significant countercyclical effect, but could risk impacting the 
economy negatively from a pro-cyclical perspective

n It would increase employment and output gap, increase competition,
competitiveness and exports. It would have a positive structural and fiscal 
impact on the Danish economy

n The financial structure hedges any budgetary risks associated and also avoids 
a distortion of  incentives from the perspectives of  owners and the company 
itself


