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A BRIEF INTRODUCTION  
TO DI
DI is the strong voice of corporate Denmark. On behalf of 10,000 
member companies, DI’s objective is to provide the best conditions for 
Danish businesses to succeed. DI’s member companies include more 
than 10,000 private companies in the manufacturing, trade and service 
sectors. 

In broad outline, DI conduct policy advocacy, membership services, 
network relations as well as economic analyses on the Danish and in-
ternational economy. In its capacity of employers’ association, DI is also 
responsible for collective bargaining, at the national level and within 
the individual sector or enterprise.

THIS YEAR’S PRE-CASE IS ABOUT 
PRODUCTIVITY
Every decade for 200 years, we have been used to becoming wealth-
ier. Yet, that might not go on forever. Our wealth builds upon years of 
improving our efforts. We refer to it as productivity. Growth in produc-
tivity contributes to our wealth due to the simple fact that productivity 
increases income. But declining productivity growth in recent decades 
show conclusively that such growth is not inherent in nature. With that 
in mind, this year’s pre-case will center around productivity. 
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WHAT IS PRODUCTIVITY?
DEFINITION OF PRODUCTIVITY 

Productivity is fundamentally a description of the efficiency of the 
production process. Hence, productivity is simply how much you can 
produce from a certain amount of resources. In that sense, input and 
output of the production are key factors. 

MEASUREMENT OF PRODUCTIVITY 
Productivity can be measured in various ways. Total Factor Productiv-
ity (TFP) is one measure and labour productivity is another. This case 
concerns the latter. Labour productivity is the value added per labour 
input. We measure the value added (GVA) as the production value (out-
put) deducted the intermediate consumption (input). 

THE CAUSAL STRUCTURE OF LABOUR PRODUCTIVTY 
• Labour productivity itself is influenced by education, the capital 

intensity and TFP (the productive effect of all other factors, such as 
technology and management)

• Increased labour productivity creates additional value
• Working more hours can also bring about new value. This source  

of wealth is not part of the case 
• Consequently, enhancing labour productivity to create value is  

of great interest

LABOUR  
(WORK HOURS)

LABOUR  
PRODUCTIVITY GVA=

2 Labour  
productivity Work hours

3 Value added

1 Stock of capital Education TFP
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PRODUCTIVITY AND GROWTH  
IN DENMARK 
HISTORICAL DEVELOPMENT

During the last 150 years, a continuously higher productivity level 
has contributed significantly to the expansion of the Danish economy. 
Hence, a close relationship between productivity growth and economic 
growth is observed in the data. 

Clearly, this relationship has been downward sloping since at least 
1970, with falling growth in both GDP per capita and labour productivity.

Since 1970, labour productivity has increased by a factor of 2,5. In the 
same period, GDP per capita has nearly doubled. Productivity accumu-
lates and a minor change in the productivity growth rate now can have 
a large impact on income in the decades to come.

Labour productivity and GDP per capita growth rates
Seven-year moving average, % 

Source: DØRS, Statistics Denmark and DI

-6
-5
-4
-3
-2
-1
0
1
2
3
4
5
6
7
8 GDP per cap growth

Labour productivity growth

2015201020052000199519901985198019751970

DIFFERENCES IN PRODUCTIVITY 

There are large discrepancies in the productivity levels among Danish 
enterprises, depending on capital intensity, degree of market competi-
tion, sector and labour skills.

There is also a difference in labour productivity depending on enter-
prise size. Across the sectors data shows that larger companies have 
significantly higher labour productivity than small and medium-sized 
enterprises (SMEs). A SME is an enterprise with 10 to 250 workers.
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Productivity differences 
GVA per worker (full-time equivalent), 1,000 DKK
 
 

Source: Statistics Denmark and DI
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THE PRE-CASE IS CENTERED 
AROUND DI’S ACTIVITY AS A 
POLICY ADVISOR
BACKGROUND INFORMATION 

The slowdown in labour productivity growth in Denmark is a main 
concern of the Danish government. The government plans initiatives 
capable of increasing labour productivity among Danish enterprises to 
increase production and wealth in 2025.

Among others, the government considers a tax rebate for SMEs to 
increase their investments in machineries, R&D, buildings and IT. The 
Minister of Finance wants your opinion on the matter and has invited 
you to a meeting.
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THE CASE INVOLVES 3 MAIN QUESTIONS  
WITH INDIVIDUAL SUB-QUESTIONS

OVERALL PROBLEM
Productivity is the ultimate source of long-term growth in the economy, 
and labour productivity growth has been declining hand in hand with 
growth in GDP per capita in recent decades. The Danish government 
is worried that this might bring about less progress for future genera-
tions. In your capacity as a DI Consultant, the Minister of Finance wants 
your analysis of the proposed tax rebate for SME’s in Denmark. 

You are expected to come up with findings that covers the following 
three main questions:

CASE QUESTIONS

1 Labour productivity and investments: Investigate any relationship between 
investments, capital and labour productivity. You can consider the following 
in your analysis: 

A. Adjust for enterprise size in your calculations by generating new variables 
(e.g. K/L)

B. Take sector differences into account 

C. On the basis of your investigation:,Is it possible to argue that the tax 
rebate should cover all sectors or just some? 

30 %

2 Increase in investments: Assume that the tax rebate increases investments 
among SMEs. How will this affect labour productivity? You can consider the 
following in your analysis: 

A. An increase in investments is considered equivalent to an increased 
investment level

B. It might be an idea to start by looking at one year 

C. Try looking at relative gains, meaning percentage gains in labour 
productivity (not absolute gains)

40 %

3 Policy evaluation: Propose a simple structure for a tax rebate (such as size 
of the tax rebate, length, sectors imposed, implementation). What advantag-
es and disadvantages might a tax rebate have? You can consider the follow-
ing in your analysis: 

A. How does the tax rebate affect economic variables such as employment, 
public finances and labour productivity?

B. Take into account the contemporary political climate

30 %

Notes: Test relevant hypotheses on data. It could be that you expect investments and productivity to be positively correlated.  
Make assumptions and state them clearly. Remember to present your findings in a simple way. 

TIME ESTIMATION
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DATA DESCRIPTION
THE DATA

You have been given the financial results of 145 representative Danish 
enterprises. Each enterprise is an average of 50 Danish enterprises, 
which implicate that you should not hesitate drawing a conclusion on 
the basis of a “small” sample of enterprises. The sample represents 
2 % of all Danish enterprises, and the data reflect the actual structure 
of the Danish economy. The data should be employed in your case 
solution. 

VARIABLES:
• L: Number of workers in full-time equivalent
• K: Assets in DKK, ultimo
• I: Investments in DKK
• profit: EBIT in DKK
• GVA: Gross Value Added in DKK
• delta: Depreciation in DKK

You can also find additional data online but it is not a necessity. 
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FINAL REMARKS
THESE ARE THE RULES 
• The end product is a presentation in 16:9 format of a maximum of 

five slides 
• The slides must be in English 
• You hand in your solution no later than 22.00 by sending your pres-

entation in PDF format to submit@politcasecompetition.com
• Based on the slides three teams are selected to present their solu-

tion at DI – The Confederation of Danish Industry. The presentation 
must be in Danish or English and should last approximately 10 min-
utes 

• There will be questions and lunch afterwards 
• The three teams will be contacted before Tuesday at 4.00 PM 
• All teams will receive comments on their product 

TO SUCCEED YOU MUST
• Prepare your findings with a clear storyline  
• Present your answers top-down by starting with the conclusion and 

supporting that conclusion with your analysis and rationales 
• Ensure that your slides are readable, well-structured and to-the-

point. Try to reduce “wordiness” and include storytelling illustra-
tions and graphs

mailto:submit%40politcasecompetition.com?subject=Polit%20Case%20Competition%202018
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politcasecompetition.com

Case Writers
Bastian Emil Jørgensen
Mads Højbjerg

Thanks to
Polit Case Competition wishes to thank the following people 
for their invaluable inputs throughout the case writing 
process:

The case company:
Morten Granzau Nielsen, Director of Economics and Politics 
Allan Sørensen, Chief Analyst 
Klaus Rasmussen, Chief Analyst 
Thomas Qvortrup Christensen, Senior Chief Consultant 
Michael Meineche, Consultant 

Case Testing
Bjørn Tølbøll 
Bertram Floryan
Frederik Münter 

Disclaimer
The information presented in this case material is the 
responsibility of Polit Case Competition alone. DI cannot be 
held responsible for any statement regarding its business 
stated in this case. The material presented in this case 
cannot be used as supporting source outside Polit Case 
Competition 2018 and may not be publicly quoted without 
written consent from the organisation behind Polit Case 
Competition.

http://politcasecompetition.com
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