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Abstract

During the 2007-2008 global economic crisis it took not long until the crisis swapped over from
affecting banks to affect the real economy. Governments saw the need to act in order to strengthen
their economies facing recession. Supporting the real economy was a lower-ranking priority than
saving banks, yet specific crisis state aid schemes have been implemented. Due to the single European
market these measures had to be approved by the competition agency of the European Commission.
The thesis uses the concept of resilience to study the coping of an economy with a crisis. Resilience is
carefully deconstructed into short-term resilience, containing resistance and recovery from a crisis and
long-term resilience which incorporates reorientation and renewal. Qualitative causal process tracing
is applied to uncover the links between crisis impact, state aid and economic resilience in EU
economies. The research finds that asking for state aid schemes at the Commission as well as granting
state aid was influenced by the crisis magnitude. Furthermore, state aid had a positive effect on the
resistance and recovery. However, this effect is rather measured in qualitative implications because it
helped avoiding a credit crunch within an economy. The long-term effects turned out to be negative as
expected. Firms that were granted aid were less likely to reorient after a crisis nor were they
restructuring, because they were kept alive by state aid. Since beneficiaries of subsidies mostly opted
for schemes that were not connected to sustainable provisions governments failed to foster so called

smart growth.
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1. Introduction

1.1. State aid and the financial crisis in Europe

About ten years ago the last major economic crisis, starting in the years between 2007 and 2008,
shook up markets and national economies around the globe. Originating in the United States, it did not
spare Europe. People were afraid of losing their jobs and savings. Almost all national economies in
Europe faced a severe downturn due to the crisis. The impact and breadth of the 2007-2008 economic
crisis led to difficulties for several firms and businesses to resist turbulences. These firms were thus at
risk of going bankrupt. Crises have also the potential to create vicious circles of defaulting firms
leading to an even deeper recession with declining economic output and increasing unemployment
rates. Thus, such circumstances will affect the stakeholders of businesses to a certain extent. In 2007-
2008 the public was concerned about the crisis and government institutions which had an interest in a
functioning economy took action in order not to risk the occurrence of this scenario or at least

attenuate it.

Countries hit by the crisis that needed to regain control over their economies were put on the spot.
Two dimensions of crisis had to be tackled. One was to fight the financial crisis where financial
institutions were involved and the other was to attenuate the impact on the real economy. The latter
refers to private firms and businesses that do not operate in the financial sector, for example the
manufacturing or the construction sector. Though the two dimensions of the crisis are interconnected,
the public is mostly concerned about the latter. This can be explained by the interest of the public to
secure their jobs, as explained by Maslow’s hierarchy of needs, which shows that people are not only
provided security in a financial sense, but further a belonging to a group. Having employment may
fulfill those needs. Jobs are mainly based in the real economy than in the — compared to the real
economy — rather small financial sector. Even though the real economy and the financial sector are
heavily intertwined and dependent on each other states focused on each objective separately. Among
the policy measures that were used to cope with the crisis, state aid was one of them. National
governments used it to keep their stressed economies afloat but had still separate budgets for financial
institutions on the one side and the real economy on the other. Yet the primary objective of crisis state
aid in general was to attenuate the economic shock. Therefore, the European Commission concluded
in a 2011 report that “state aid, with other policy responses, has been effective in reducing financial
instability and avoiding a financial meltdown affecting the whole economy” (European Commission,
2011a, p. 6). Yet states could not entirely decide on their own how much money is granted to their
national economy as countries in the European Union are members of the single European market.

Therefore, the European competition authority has an interest in securing a free and fair market with



the least distortion possible by national member states intervention. The supranational competition
agency DG Competition (Directorate General Competition) was charged with revising the measures of
national states aimed at tackling the crisis. It is a unique feature of the single European market all
member states are bound to. Nevertheless, European governments could still decide, if they want to

spend money in the form of state aid, since it had to be taken from their national budget.

The crisis had different effects and magnitudes in different areas and did not strike all countries to the
same extent. On the other side, states spent different amounts of money on a range of aid measures.
The amount spent on aid tackling the crisis should be bound on the actual magnitude of the crisis
before providing aid. However, money alone may has different effects on economic recovery
depending on where and how it is used. Effective policy makers and other institutional factors help to
spend assets most effectively with the goal to get out of a recession. Eventually countries can prove
resilient to a crisis. This is in economic terms a concept that refers to the level of resistance an entity
can withstand a shock or the ability to recover from it (Simmie & Martin, 2010). How resilient an
entity proofs is determined by several factors. In how far state aid contributed to economic resilience
during the crisis will be analyzed in this thesis. The research theoretically links the magnitude of the
2007-2008 economic crisis with state aid and shows its effect on resilience European states
demonstrated in a further qualitative analysis.

1.2. Scientific and societal relevance of state aid and resilience

Overall not much attention has been given to scientific research about state aid in the context of an
economic crisis. Also, under non-crisis circumstances research is scarce, especially when considering
the macroeconomic effects of the measure. Empirical studies focus mostly on the legality of state aid
during crisis or provide an impact report of its effectiveness. Yet finding literature where state aid is
put into context and not evaluated isolated from other measures in any kind of final report is a rare
instance. Furthermore, is there no scientific research concerning on what grounds state aid is
considered by national states and forwarded to the European Commission. Economic resilience is also
a rather new approach to assess the ability of regions to cope with shocks. So far extant research on the
matter is limited on uncovering traits which resilient areas possess. Yet the focus is mostly on
economic factors and to some extent on institutional ones such as innovation capacity (cf. Bristow &
Healy, 2017). Less so are policy and governmental institutions considered as a factor contributing to
resilience. The most extensive contributions regarding the latest crisis of 2007-2008 are government
reports, namely the ECR2 report on resilience of regions published by the European Spatial Planning

Observation Network (ESPON) belonging to the European Regional Development Fund of the EU



(ESPON, 2014). Therefore, the contribution of scientific literature in these fields of research alone is
important for other scholars in order to carry on with further research on these topics having literature

to relate back to.

State aid as such is a tool for states to overcome the crisis that should not be neglected. The volume of
measures such as fiscal stimulus aggregated for 1.43% of GDP (Gross Domestic Product) in France
between 2008 and 2010, respectively 1.18% in Germany and 1.31% in Sweden it is considered as
most important measure (Pontusson & Raess, 2012). However, state aid under the temporary
framework, which excludes measures for financial institutions got aid approved in up to 0.69% of the
EU GDP only between 2009 and 2010. Governments were using 0.26% of EU GDP in these two years
(European Commission, 2012). This is of course less than measures used for fiscal stimuli, however it
is still a significant part in dealing with the economic crisis and needs further consideration. Moreover,

is the issue relevant enough for further research.

Resilience as a feature of a region is determined by several factors, including among others, the
economic structure (ESPON, 2014). Yet most are not yet uncovered. In reports about the allocation or
effectiveness of state aid, economic resilience is neglected. This paper highlights the theoretical
interlinkages between state aid and resilience. Further shall the research question be answered based
on empirical findings. The findings allow for a holistic view on the use of state aid during economic
crises. Additionally, the thesis focuses on digging deeper into the black box of economic resilience
and tries to unveil the mechanisms state aid has on resilience. This valuable contribution helps to gain
a better understanding what factors play a role for a region to proof resilient. Furthermore, the concept
of regional economic resilience is carefully deconstructed into short- and long-term resilience, which

often is used as one combined concept.

The findings of this qualitative analysis aim to uncover the mechanisms at work, focusing on the
provision of state aid in order to economically recover. Scientific outcomes can be used for a further
mixed-method approach that can be quantified. Nonetheless, this study can produce valuable findings
that can contribute to improve policy making processes. In crises where resources are limited it is vital
for policy makers to allocate them in the most efficient way possible. This research can help policy
makers to make use of their resources, may it be time or money, in order to get the most favorable
outcome to their challenges. By looking at the bigger picture and understanding the mechanisms,
practitioners can seize the full potential of allocating state aid. Also, the resource of time can be used
most effectively, as policy makers may understand where to set priorities of distributing resources
first, since acting in time is essential when turbulences occur. Furthermore, economic resilience is also
seen “as a desired feature that should somehow be promoted or fostered” (Martin & Sunley, 2014, p.

1), and this research provides insights on how economic resilience is influenced by the support of state



aid. Therefore, this research is not only relevant to researchers in the field and interested scholars, but

also very practical to policy makers involved in crisis management during an economic crisis.

1.3. Research question

To solve the research puzzle why certain regions showed a higher resilience than others despite being
hit by the crisis to a similar extent a clear and concise research question is needed. The role state aid
played for resilience is examined. Since it is strictly regulated, because of the potential to distort
markets, EU regulations were softened during the crisis and states could distribute state aid with less
burdens than before. The research question builds on the magnitude a country was struck by the crisis
and examines its effects on the granting of state aid. This is then linked to the contribution of the
subsidies and its effects on economic resilience are studied. The research aims to analyze the
effectiveness of state aid for coping with shocks by the real economy. Further are intrinsic features of
countries taken into account when assessing resilience. Focus will be set on the real economy because
it affects most of the workforce and is thus imperative to keep on going. The thesis has a two-level
approach. First the magnitude of the crisis is linked to the granting and allocation of state aid and a
next step scrutinizes the effect of state aid on economic resilience. This is important in order to assess
the magnitude of the crisis an economy had to overcome with state aid that was provided by the state
for the domestic economy. In order to increase validity of this study the second level of this approach,
being the core of this research is analyzed further in a comparative case study. To examine the effects
of state aid on economic resilience all EU countries will be studied while the Nordic member states are
chosen for a comparative case study and undergo further investigation. Thus, the overarching research

guestion of this thesis will read:

How, and to what extent, did state aid to the real economy affect economic resilience in EU

countries after the 2008 economic crisis?

To get a better picture of the research, two subsequent questions are answered:

1. How did the magnitude of the 2008 crisis in a country affect the allocation of state aid to the
real economy?

2. What is the effect of state aid to the real economy on economic resilience of a country?



The thesis is structured as follows: First hypotheses are worked out by consulting different theories
and extant literature on the topics. Two strong hypotheses split up into sub-hypotheses incorporate the
three concepts of crisis magnitude, state aid and resilience. In the subsequent section a method is
chosen fitting best to answer the research question above. Further is the case and data selection
discussed. The analysis is the heart of the thesis and will answer the hypotheses developed before.
Finally, the results are discussed, and limitations are highlighted. The research closes with a

conclusion and a recommendation about the findings.



2. Theoretical framework

In this section a theoretical framework is introduced that conceptualizes the different variables. First
the magnitude of the crisis on the economy is defined. In the later sections literature on state aid and
economic resilience are discussed and will be used to conceptualize the two concepts. Additionally,
the variables will be linked through extant scientific research and hypotheses are worked out that will

be analyzed in a latter section of this research.

2.1. Conceptualization of crisis magnitude

A crisis affecting the economy of a state can come in several ways. Reaching from a recession in at
least one sector up to a full-fledged depression that contains all sectors of the economy. These
instances can moreover be limited to a certain region or have a global impact. In their paper about the
evaluation of economic recessions, Mazurek and Mielcova use a quantitative technical terminology for
defining a recession. This definition classifies a recession as at least two consecutive quarters of
falling GDP rate (Mazurek & Mielcovd, 2013). Also, other factors like “real personal income,
employment, industrial production and wholesale and retail sales are used to determine whether an
economy is in a recession or not” (Mazurek & Mielcova, 2013, p. 182). A deep recession can turn into
depression when it is “influencing more than one country and [is] lasting for a long time” (ibid).
Nevertheless, economic crises are normally hard to compare when there are several of the
aforementioned factors involved to different extents and are therefore mostly described by qualitative
terms (Mazurek & Mielcovda, 2013). Mazurek and Mielcova however offer a quantitative measure to

assess the magnitude of an economic crisis.

The thinking of recession in recurring cyclical terms is the most spread definition on that issue. Joseph
Schumpeter found that “capitalist economies are characterized by a four-phase cycle of prosperity,
recession (a period of economic decline following prosperity), depression (a period of below zero
decline) and recovery (the return of positive growth)” (Bristow & Healy, 2017, p. 269). Furthermore,
the process of recession and depression serves “[the destruction of] some outmoded or unproductive
sectors through the gales of creative destruction” (ibid). This is seen as a natural process. Yet an
interplay of several factors is needed to trigger a global economic crisis. How economic crises from
one sector can develop and spill over to other sectors shows the evolution of the recent crisis in 2008.
After the sub-prime mortgage crisis in the United States where sub-prime borrowers could not afford
to pay back their mortgages and were defaulting, lenders were also defaulting. In 2007 this led to BNP

Paribas as the first major European bank to freeze funds that were exposed to the turbulences in the



US. The initial financial crisis then “turned into a banking crisis and a crisis of sovereign debt, soon
affecting the real economy” (European Commission, 2017). By that point, beginning in 2008 the crisis
had affected all actors of the economy including the state. Therefore, it is referred to the ‘2008 crisis’
in the following. In its press release the Commission states that “[the] European Union fell into the
worst recession in its history,” (ibid). It shows again what impact the course of a crisis can have on the

economy, states, and citizens.

Despite the different factors mentioned above contributing to crisis magnitude, two are of special
interest when determining the impact on an economy. The first is the ubiquitous measure to determine
the magnitude, namely GDP levels. It measures the market value of all final goods produced in a
certain time span and is thus considered as “a standard measure of economic well-being and tends to
be used to measure entry and exit from recession” (Sensier, Bristow, & Healy, 2016, p. 134). The
second measure that should be taken into account when measuring crisis impact is the level of
employment. This is especially important for policy makers, because it has a social dimension, and has
the tendency to be more inside the mind of people and politicians (Sensier, et al., 2016). Thus, these
are the most important factors to determine crisis magnitude, especially for the real economy, in order
to answer the underlying research question.

2.2. Literature review and extant research

2.2.1. State aid

Granting state aid describes the allocation of financial resources by national or sub-national authorities
to a selected group of recipients. DG Competition is the regulating authority for state aid inquiries of
EU member states. It defines state aid as having four features. These features are the intervention by
the state or state resources in the free market — such subsidies can come in several forms like
guarantees, grants or tax relief, giving the recipient an advantage on a selective basis. This can be aids
to certain companies, sectors or companies in certain regions (European Commission, 2016). The
other two features are likely to affect the European common market, since they emphasize that by an
intervention competition is or may be distorted, further is this kind of aid likely to affect trade between
EU member states (ibid). When following the narrative of the Commission, the two latter features
have the potential to undermine a fair common European market, because national states could favor
domestic companies to an extent that is distorting the market. Therefore, the EU regulates these kinds
of state intervention in Article 107(1) Treaty of the Functioning of the European Union (TFEU). The
provision states: “[...] any aid granted by a Member State or through State resources in any form

whatsoever which distorts or threatens to distort competition by favoring certain undertakings or the



production of certain goods shall [...] be incompatible with the internal market” (European Union,
2008, p. 91). This is due to such measures bringing an advantage to firms on a selective basis by the
national government and can be exclusive to firms. Subsidies, or other general measures granted to
individuals or which are open to all businesses, do not constitute aid and are thus not considered state
aid (European Commission, 2016). Due to its selectivity and ability to distort the common market state
aid is strictly controlled by the Directorate General for competition at the Commission and needs
approval through this institution. However, in certain circumstances state aid can be approved as in
Article 107(2)(b) that allows for “aid to make good the damage caused by natural disasters or
exceptional occurrences” (European Union, 2008, p. 91). This article was in fact often referred to

during that economic crisis.

Historically state aid was a measure where the European Commission had initially only supervisory
power. Therefore, national states were not legally bound to European treaties. State aid became a
method of choice to safeguard employment, as it was used by states to support firms during the 1970s
economic downturn (El-Agraa, 2011). The Commission saw the dangers that state aid may bring to the
common market by supporting sectors in difficulties and wanted to restrict it (ibid). With its newly
won power through a 1998 Council regulation the Commission could rely on hard law when making
decisions about state aid (Kassim & Lyons, 2013). A shift in state aid spending from sectoral towards
horizontal and regional aid was achieved, for example by supporting research and development (R&D)
projects or the enforcement of environmental policies. Moreover, was the state aid action plan (SAAP)
introduced in 2005 by the Commission that focused more the economic outcomes of aid. Permission to
grant aid was thus evaluated by weighing positive and negative effects, to assess its appropriateness
and proportionality and check which incentive it aims to create. These efforts resulted in a decline of
sectorial state aid while the total amount remained stable, thus state aid is better targeted especially the

horizontal one (ibid).

State aid rules came under great stress during the economic crisis in 2008. Before that the Commission
had the guideline that “[rescue] aid must be given on a ‘one time, last time’ basis [...] no more than a
short-term holding operation and must take the form of transparent loans or loan guarantees” (EI-
Agraa, 2011, pp. 219) and enterprises in need of restructuring aids must show a restructuring plan first.
Exemptions of state aid was grouped and contained horizontal aid, R&D, regional aid and aid falling
under the de-minimis criterion as it is considered too low to have market distorting effects (ibid). State
aid rules were needed when the crisis hit the economy to provide a playing field and preserve the
achievements of the common European market (Lowe, 2009). First, rules for banks were established
to keep them afloat, but without distorting the market (El-Agraa, 2011). In December 2008 the

Commission focused more on the non-financial sector, also known as real economy. It adopted the



Temporary Framework for State Aid (Lowe, 2009). This allowed member states to develop a rescue
scheme and get it approved by the Commission, without getting every individual case approved. States
could grant certain types of aid to the real economy until the end of 2010 which was later prolonged
until the end of 2011. State aid was necessary, since “[sufficient] and affordable access to finance is
[seen as] a pre-condition for investment, growth and job creation by the private sector” (Lowe, 2009,
p. 3). This allowed member states to supply companies that were not in difficulty before the 1% July
2008 to be supported. Governments could back companies in difficulties with an array of measures
which were defined by the Commission (European Commission, 2008a). Eventually the temporary
framework was replaced in May 2012 by the State Aid Modernization program that aimed to facilitate
aid which is “efficient, well-designed and addresses a real market failure” (Kassim & Lyons, 2013, p.
13).

The extraordinary ‘crisis state aid’ was intended to help national economies resist a shock or recover
from one. Like ordinary state aid, crisis aid supports companies. State aid that is granted in recent
years goes often to research and development or training for staff personnel which enhances the
competitiveness of a firm. This is a rather long-term investment since such measures need planning
and time for execution. During the crisis a credit squeeze on the real economy (when not enough credit
could be supplied to the real economy), the European Commission even estimated that healthy
companies get into financial need (European Commission, 2008a). Ruling governments have an
interest in a working national economy and therefore in healthy companies. If companies could not
meet paying back their accounts receivable they have to file bankruptcy. This in turn would lead on
the one hand to weakened banks due to defaulting firms and on the other hand to declining tax revenue
and increased social spending for lost jobs by the state. This is then all part of a vicious circle of
economic crisis (Shambaugh, 2012) and is more intense depending on the magnitude of the crisis in a
country. To break out of that circle governments need to support the real economy where most of the
jobs are and GDP is generated. Both ordinary notified state aid as well as crisis state aid are aimed to
boost the economy (European Commission, 2016). Thus, state aid for this research refers to the

measures for the real economy and leads to the first hypothesis:
H1: A high level of crisis impact leads to a high level of state aid spending on the real economy.

This hypothesis as such seems to be a bit self-evident and does not correspond properly to the actual
events surrounding the economic crisis. Thus, it has to be refined in order to gain a stronger

hypothesis.

In economic discourse is no consensus agreed on about dealing with government spending in times of

crises. The most prominent clash is between the camps of neoliberalism and Keynesianism. Whereas



neoliberals believe that the market is more intelligent than any human control and states should only
intervene to a minimum extent, Keynesians follow an opposite approach. The latter believe that a state
should intervene when the economy is in downturn in order to support it. Keynesians promote
government spending to conduct “expansionary fiscal and monetary policy, that is increasing
governments’ spending and inflation and decreasing the tax rate” (Maatsch, 2014, p. 98). The aim by
this approach is to keep consumption high and strengthen the private sector by using inflation as a tool
to “get the prices right” (ibid) and attract investors. Nonetheless neoliberals claim this as
counterproductive and predict that such economies will be punished by possible investors, since these
states run high deficits. Therefore, the best way to deal with a crisis from a neoliberal perspective is to
reduce spending. By reducing public expenses through budgetary consolidation and policies of
austerity the confidence of investors in the market can be won back. Further can high deficits and
interest rates be avoided, and debts be paid back (Maatsch, 2014). The Keynesian counterargument is
that, by using inflation as a tool, investors may be more likely to borrow, since the currency will be
worth less (ibid).

To this long going dispute in the literature it seems “there is no consensus among empirically oriented
economists as to which of the two approaches is more effective during the crisis” (Maatsch, 2014, p.
99). Therefore, it is up to the ruling party which approach to follow. Traditionally parties on the
economical left favor the Keynesian approach whereas the ones on the right tend to lean towards the
neoliberal approach. So, parties in power shape the course of action during the crisis. Still Hall and
Soskice claim that the varieties of capitalism in different states remain polarized between coordinated
(CME) and liberal market economy (LME) (Hall & Soskice, 2003). This then already predetermines
the course of action of a government, since LMEs favor — as the name suggests — a more neoliberal
approach, whereas in CMEs the state plays a big role, like in Keynesianism. Streeck criticized this
approach and states in his response to Hall and Soskice amongst other that variety of capitalism is the
variation of capitalism across space (Streeck, 2012). Parties have thus room to maneuver in
determining state aid. Governments shape capitalism in their respective country and also the response

to crises.

Pontusson and Raess on the other hand cite in their article about crisis response of states among other
Scharpf who argues “that the Long Recession of 1974-1982 marked the end of the “Keynesian era™”
(Pontusson & Raess, 2012, p. 31). The authors separate Keynesianism into a liberal and a social one.
Whereas the former focuses on tax cuts to stimulate the demand, the latter builds on spending
increases. Due to application of liberal Keynesian measures, the authors declare liberal Keynesian as
far from dead (Pontusson & Raess, 2012). The fact that there was government spending in the

economic crisis of 2008 leads to the assumption that social Keynesianism is not an issue to totally

10



overlook either. These implications lead to the adjustment of the first hypothesis, because ruling

parties of states cannot be neglected when looking at the crisis response. The two sub-hypotheses are:

H1la: A high level of crisis impact under an economically left government leads to a high level of

state aid spending to the real economy.

The assumption from the perspective of economic right governments looks different. It does not claim
that no subsidies at all are paid, but due to the favored austerity measures of neoliberals, spending in
terms of subsidies is lower in relative terms. Yet the effect for parties on the right goes only in one
direction, because state aid is strictly regulated by a supranational agency and under the temporary
framework for state aid to the real economy only firms that were not in difficulties before the 1% July
2008 could be supported. Thus, governments were stripped of the possibility to support firms that

were not hit by the 2008 crisis. So, the second sub-hypothesis is:

H1b: A high level of crisis impact under an economically right government leads to a low level of
state aid spending to the real economy.

2.2.2. Economic resilience

Economic resilience is not particularly self-explaining and is a rather new concept in the economics
discipline. A 2014 report by the EU agency ESPON uses the concept in relation to the crisis and
highlights its features of “resistance of a system to shocks and the speed of its return or ‘bounce-back’
to a pre-shock state or equilibrium” (ESPON, 2014, p. i) respectively the “capacity of a local or
regional economic system to adapt to changing economic circumstances (ESPON, 2014, p. ii).
Nonetheless, the working definition of the EU agency for resilience refers to the “ability of a regional
economy to withstand, absorb or overcome an internal or external economic shock” (ESPON, 2014, p.
2). Simmie and Martin mention the socio-economic system that allows economies to “recover from
shock [...] or disruption” (Simme & Martin, 2010, p. 28). This characteristic is augmented by the
definition of Foster who regards “regional resilience as the ability of a region to anticipate, prepare for,
respond to, and overcome from a disturbance” (ibid) Moreover, Hill et al. see resilience as “the ability
of a region ... to recover successfully from shocks to its economy that either throw it off its growth
path or have the potential to [do so0]” (ibid). What all definitions share is the element of recovery and

resistance towards events that might have a negative impact.

So far, many factors influencing economic resilience remain unclear. Some authors tried to decipher
factors that play a role for an economy to prove resilient. Amongst them Bristow and Healy puzzled

about the varying recovery rates after the economic crisis from 2008. According to the authors

11



resilience is a multi-level concept incorporating four dimensions. The first is resistance and refers to
the “ability of regions to resist disruptive shocks in the first place” (Bristow & Healy, 2017, p. 268).
Whereas the second dimension is recovery that contains “the speed of return to some pre-shock
performance level” (ibid). The third and fourth refer to reorientation and renewal, which is “the extent
to which the region adapts its economic structure” (ibid) respectively “the degree to which the region
resumes its pre-shock growth path” (ibid). Yet the authors take an evolutionary approach on regional
resilience. Evolutionary economic geographers make a distinction between “resilience based on
adaption (the tendency to replicate and reproduce existing economic activities and ways of working)
and adaptability (characterized by a dynamic capacity to develop and pursue new economic
trajectories)” (Bristow & Healy, 2017, pp. 266). Adaption reflects more on resistance and recovery of
the classical economic resilience definitions, while adaptability incorporates the reorientation and
renewal dimensions. When coping with unexpected economic shocks, greater adaptability is a
precondition for greater resilience.

The evolutionary perspective builds on the thinking that the world is composed of systems that are
constantly adapting through interrelationships, interactions and interconnectivity with its environment
(Bristow & Healy, 2017). Such complex adaptive systems (CAS) which can represent the economies
in Europe develop in a non-linear and non-equilibrium fashion without a clear endpoint. Thus, there is
no best practice a region can follow, because the development within a CAS is very much path
dependent due to the non-linearity. It is therefore important to know the nature of the shock in order to
understand how a region needs to adapt in order to survive (ibid). This concept does however make a
distinction between “resilience as a short-term resistance and recovery, and longer-term renewal and

reorientation” (Bristow & Healy, 2017, p. 271).

Simmie and Martin however define two notions of resilience, engineering and ecological resilience
(Simmie & Martin, 2010). The former refers to the return of an economy to its equilibrium growth
path by which it was moved off through a shock. Self-adjusting forces are believed to bring a region
back to its initial economic growth path. Because of the return to the initial growth path of a region,
engineering resilience “becomes difficult to reconcile [...] with the idea of regional economic
evolution” (Simmie & Martin, 2010, p. 29). A resilient region would be characterized by maintaining
or returning its stability and structure. Ecological resilience on the other hand incorporates the idea of
adaptability and focuses on whether a shock created a shift in behavior of an economy. Yet there
seems to be a problem to this approach. Also, ecological resilience is measured by the magnitude of
the shock that can be resisted before the system changes its structures, but this would imply that “the
bigger the shock required to change a system’s structure and function, the more resilient that system

would be deemed to be” (Simmie & Martin, 2010, p. 30). This capacity to absorb shocks without
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changes in structure would lead back to the concept of engineering resilience. Yet an evolutionary
analysis is possible, by looking at structures and its changes after an economic shock. The
evolutionary approach also rejects the thinking that for something highly dynamic like economic
growth there exist only one growth path. Several possible states and paths exist, and regions can be
switched by shocks from one such equilibrium to another. Therefore, a non-resilient region would be
one that is locked-in in its outmoded structures “with a consequential lowering of its long-run
equilibrium growth path” (Simmie & Martin, 2010, p. 30). Evolutionary theorists have even gone s0
far as to reject the concept of resilience as return to a stable equilibrium state (Simmie & Martin,
2010).

Figure 1 illustrates the different theories of resilience. Graph (a) shows the equilibrium perspective
where a region recovers from a shock and moves back to its pre-existing growth path after it was
thrown off it by the shock. However, a region can also fail to move back to the previous growth path
and move on at an inferior path (b). The evolutionary resilience theory thinks in more dynamical terms
that corresponds better to the practical reality. It therefore rejects the idea that there is one single
growth path for a region with one single equilibrium. The theory considers several possible paths and
equilibria. Thus, as graph (d) shows a resilient region would successfully adapt and then “either
resumes, or better still improves, its long-run equilibrium growth path” (Simmie & Martin, 2010, p.
30). Non-resilient regions would be locked-in by its obsolete structures and fail to regain its previous
growth path, nor being able to move to an improved path (c).
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Figure 1: Stylized responses of a regional economy to a major shock (Simmie & Martin, 2010, p. 29)
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The evolutionary take on regional resilience builds on the concept of creative destruction by Joseph
Schumpeter. Thereby recession and depression of a business cycle serve to “destroy some outmoded
or unproductive sectors through gales of creative destruction” (Bristow & Healy, 2017, p. 269). This
would create opportunities for new economic sectors and new phases of growth. Sectors that do not
work will be driven out by innovation or adjusted, so they are fit to withstand shocks and are more
resilient. This would imply that state aid is counterproductive because state aid would help to keep
sectors alive that are not strong enough to resist the crisis by own means and are deemed to go down.
Following this approach state aid would have a negative impact on economic resilience, at least in the
long run, as innovation and destruction of ill sectors does not happen immediately. Yet, “in the long
run we are all dead” (Carabelli & Cedrini, 2014, p. 1069) was the criticism of John Maynard Keynes
amongst other on the theory that the market will eventually regulate itself in the long run.
Furthermore, is regional economic resilience a measure that is rather used to assess resilience in the
short term (cf. EPSON, 2014). The distinction between the two dimensions of resilience one as short-
term and one as long-term must be taken into account when hypothesizing the effect of state aid on
economic resilience. Following a Schumpeterian approach on state aid, the negative effects of the
subsidies do not end in the market but have also implications on the budget of a state. Governments
have to free money from their budget, take on debts or come to terms with less tax revenues. This has
an additional impact on recession. However, the concept of resilience is limited to the implications on

the economy of a region.

Resilience depends however on the nature and depth of the recession, as well as the prior growth path
of a region that is influenced by various factors amongst other “supportive measures undertaken by
local or national institutions™ (Martin, Sunley, Gardiner, & Tyler, 2016, p. 564). State aid belongs to
the latter and is thus influencing resilience. Among the positive effects of state aid are liquidity and a
reduced risk of lay-offs in a national economy. Fresh financial assets mean that firms can pay back
receivables to creditors and do not need to take a bank loan if aid comes in form of a guarantee.
Government subsidies can also come as tax cuts, so firms can reallocate money that additionally
became available inside a company. Also, creditors from subsidized companies can benefit since they
do not struggle with defaulting debtors. This will positively influence the resilience of an economy in
the short-run, because in the short-run these firms have fresh credit to support their undertakings. The
long-run looks different as elaborated above. However, it is difficult to assess the 2008 economic
crisis in the long-run in terms of resilience. An unexpected shock or crisis which throws regions off its
growth path would be needed to prove that regions have developed new resilience capacities in the
long-run. Yet, since the 2008 crisis there occurred no such event inside the European market, the
resilience dimension in short-term is examined, but the long-term developments are also explored.

State aid has thus positive effects on resistance towards shocks. The second element of short-term
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resilience is recovery after a crisis. Aid to financial institutions and the real economy is supposed to
have “spared many EU countries a dramatic, long-term, recession and a sharp rise in unemployment”
(Dzialo, 2014, p. 18). Recovery from a long going recession leads to the hypothesis that state aid had a
positive impact on resistance and recovery of a region during the crisis, which represents economic

resilience in the short-run.

H2a: A high level of state aid to the real economy leads to a high level of resistance and recovery

(short-run economic resilience).

It is important to deconstruct the concept of economic resilience because theory shows that shocks can
have different implications on various dimensions of resilience. In the short-run state aid is
contributing positively to resilience because it helps to maintain structures and supports recovery to
the pre-crisis growth path. Yet, there is not only one growth path and because an economy could not
resist a shock it means that existing structures were obsolete or not fitting. However, what matters for
the long-run success is “the ability of a region’s industrial, technological, labor force and institutional
structures to adapt to the changing competitive, technological and market pressures and opportunities
that confront its firms and workforce” (Simmie & Martin, 2010, p. 30). State aid would hinder the
process of reorientation and restructure because it would give life support to obsolete structures and
sectors and would therefore hinder creative destruction. Thus, the effects of state aid on building

resilient regional economies in the long-run are negative and thus separately hypothesized.

H2b: A high level of state aid to the real economy leads to a low level of reorientation and renewal

(long-run economic resilience).

2.2.3. Causal model

After the literature review and theory building a causal model for the research can be constructed
which is depicted in Figure 2. The magnitude of the crisis has a positive effect on the granting of state
aid. In countries led by governments from the right political spectrum this effect is negative, as they
allocate less assets from their budget to subsidize the real economy. On the other side ruling
governments from the left increase spending if the economic shock is more severe. The second
hypothesis theorizes the effect of state aid on economic resilience of a region. Since resilience is a far
more complex concept which goes beyond measuring GDP it is divided into two variables. In light of
CAS growth paths and its possible changes must be analyzed in order to investigate resilience
Through this division in a short- and long-term resilience regions can be better analyzed in that sense.
Whereas the short-run effects of state aid affect an economy proving resilient positively, the long-run

effects are the opposite and affect it negatively. Nonetheless, there is also an effect of crisis magnitude
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on economic resilience. Naturally the bigger the shock the more difficult it is for a region to handle it
especially in the short-run. This is amongst other due to the greater number of firms involved and
bigger sums of money at stake. In the causal model this relationship is not depicted, because the direct
effect of the crisis in respective countries on economic resilience is later in the methodology section

blocked by design to examine only the effects of state aid.

magnitude of economic
crisis in political right-led
countries

magnitude of economic
crisis in political left-led
countries
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{long-run economic
resilience)

Figure 2: Causal Model
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3. Methodology

3.1. Research design

Choosing the most fitting research design is essential in order to answer the research question in the
best possible fashion. The underlying research covers a field without vast amounts of empirical
literature in the social sciences. Therefore, it is important to understand the mechanisms at work
between the magnitude of crises, state aid and regional economic resilience. Analyzing the
mechanisms at play and verify or falsify the hypotheses of this research can be used in future research
for example in a mixed method approach, where findings can also be quantified. This study focuses
especially in the first level of the two-level approach on the effects of causes, less than the causes of
effects in order to contribute with findings of this research to existing theory. A qualitative approach is
most fitting to solve the research puzzle of this paper. Markets as man-made phenomena are built by
human interaction, thus doing research on the micro-foundations where the mechanisms are created
that shape resilience is the most suitable option to gain that understanding. A qualitative research
design can approach that and has also other advantages for the underlying case. The economic shock
was system-wide and had thus effects on the whole system that interlinks governments and markets.
To understand these systems a qualitative study is most suitable, more specifically a qualitative case
study. As resilience theory scholars emphasize the importance of the nature of the shock and its impact
on industrial structures and capacities of a region, as well as the nature and source for adaptability in
the resistance and recovery process (Bristow & Healy, 2017). It is crucial to choose a design that fits
these requirements. Following Yin, one should opt for a case study as a research design when to
“investigate a contemporary phenomenon within its real-life context, especially when the boundaries
between phenomenon and context are not clearly evident” (Yin, 2003, p. 13). The latter is the case for
this research. Due to a lot of crisis measures one has to be careful not to blend phenomenon with
context and the different nature of the regional economies have to be respected. A qualitative case

study would thus fit best to the context of the research.

Opting for a quantitative approach has the advantage that stronger inferences can be made compared
to qualitative methods. Measuring economic resilience through GDP in a quantitative method would
not pose an obstacle. Yet it is not suitable for the elaborated hypotheses in this study, since the study is
investigating the mechanisms behind state aid and economic resilience. Moreover, can long-run
resilience be explored as well through process tracing and integrating it into the comprehensive

storyline.
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In a small-N study where the EU member states are the units of analysis not all methodologies fit
when aiming for a holistic approach. Moreover, can omitted variables be identified through a case
study (Bennett & Elman, 2006). Through the interconnectedness of all sectors during the crisis it is not
easy to disentangle the effects of state aid from other effects. Also, direct effects of a possible
confounder which is magnitude of the crisis on resilience can be blocked by design. A case study is
selected in order to include variance of the independent variable through variation among the cases.
The method of choice to get to the outcomes should best be through process tracing. Due to the rather
complex causal model process tracing is the best option to pick. It can prove that there are two
dimensions of regional resilience that are differently affected by state aid, by temporal unfolding of
events and further it is able to show the actual working of causal mechanism (Blatter & Blume, 2008).

Causal process tracing creates a comprehensive storyline and aims to find for sufficient conditions that
confirm the hypotheses so called ‘smoking-guns’ as evidence for the hypotheses. A general pattern is
tried to find that corresponds then to theory. To find such evidence that can construct a storyline
process tracing “requires finding diagnostic evidence that provides the basis for descriptive and causal
inference” (Collier, 2011, p. 824). Diagnostic evidence refers to prior knowledge that is already
existing, for example in theoretical literature. Thus, an essential requirement for proper process tracing
is a careful description. The method analyzes trajectories of change which may represent necessary or
sufficient conditions. Therefore, an analysis needs adequate description of events which are crucial
building blocks (Collier, 2011). Descriptive inference is acquired through observing change over time.
By doing ‘snapshots’ of moments in the studied time frame shall be taken and described to draw
inference from the change over time (ibid). Yet one must not rely only on qualitative data when doing
this qualitative research but also “recognize that the fine-grained description in process tracing
sometimes relies on quantitative data” (Collier, 2011, p. 825). A far greater part of answering the
research question with this design is through causal inference. Different tests can be performed on a
hypothesis and on the rivaling hypothesis. The rivaling hypothesis is the null hypothesis in this
research stating that the event did not happen as hypothesized. Four tests can be performed for causal
inference. However, test mean in that case that it is tried to find evidence in the data in the storyline
for necessary and sufficient conditions that support the hypothesis. Therefore, a proper description of
the events in time is needed. A straw-in-the-wind test is neither necessary nor sufficient to affirm the
hypothesis but adds to the storyline. A hoop test is necessary to affirm a hypothesis, failing to pass this
test eliminates the hypothesis. Smoking-guns are not necessary but sufficient for affirming causal
inference. It confirms the hypothesis, however rivaling hypotheses are weakened but not eliminated. If
the test is failed the hypothesis is somewhat weakened, but not eliminated. The strongest test is doubly
decisive which is necessary and sufficient to affirm a hypothesis. It confirms the hypothesis and

eliminates all rivaling ones. However, it is hard to find doubly decisive evidence in practice especially
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in the social sciences (Collier, 2011). Thus smoking-guns are tried to find in the data since it confirms
the hypothesis. By discovering evidence for necessary conditions rivaling hypotheses can be

eliminated and the relevance of hypotheses at test will increase.

Process tracing throughout the selected cases is conducted for all hypotheses. Further is in the second
part of the analysis not only looked at the whole universe of cases, but three cases are picked in order
to more thoroughly investigate the effects of state aid on resilience. For this part of the research most
similar system design is chosen for the case selection. This is best fitting, because the aim is to
examine, what effects state aid had on economic resilience. However, to unveil the causal mechanisms
a causal-process tracing method is chosen. A reason to opt for causal-process tracing lies at hand,
since it combines all the factors that need to be covered in a comprehensive storyline (Blatter &
Haverland, 2012) and thus a holistic picture of effects can be drawn. Generally, to assess the impact on
regional economic resilience it is looked for ‘smoking guns’ that highlight corresponding outcomes. If
the smoking guns were subsequent to ‘confessions’ it is evidence for smoking guns and can be traced
back to state aid to the real economy, a quiet accurate picture can be drawn of its impact. Further, this
method has the advantage of being able to reveal decisive events whilst analyzing the data. Moreover,
is it very convenient for validating the theory because one can choose a case on grounds of the
independent variable. The different levels of state aid provide the required variation which is used as
an independent variable having effects on economic resilience. Therefore, cases can be selected that
have the required variation where the storyline can be created from. The causal process tracing design
has also a further advantage over other research designs that could fit to this study. Long-term
resilience, which is the second part of the dependent variable can be explored. Yet, because there is no
treatment for this variable, like another crisis after the 2008 one, long-term resilience can only be

explored in a descriptive manner.

The possible risks to this approach is for one the endogeneity problem and on the other side possible
omitted variables influencing the outcome. The former threat can be excluded, because the crisis
needed to be present to set up a temporary framework by the European Commission for granting state
aid. Also, the crisis must have been present in order to measure economic resilience. To have a
coherent storyline events have to be analyzed in chronological order. This would make any
endogeneity visible. Possible feedback effects, for example the amount of state aid spent leading to a
greater recession cannot be ruled out entirely, but with the developed theory at hand these effects
would become visible when constructing a comprehensive storyline. The threat of omitted variables on
the other hand can be minimized too. This research is based on a selection of relevant articles that

were chosen in all conscience to build hypotheses. Therefore, an omitted variable cannot be ruled out
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with absolute certainty, but with the strong elaborated theory as above, this research will produce

reliable results.

To sum up, the advantages for choosing process tracing as qualitative method outweigh the drawbacks
the method has towards other alternatives. Qualitative methods are generally inferior to quantitative
ones in generalizability. Stronger inferences can be made by the latter whereas the former is case-
specific, and its inferences may only be valid for the specific analyzed cases. However quantitative
methods need strong theory to make strong claims. Yet there is no literature on how state aid
influenced economic resilience during the crisis. That means that it must be contributed to theory
building first. This research does contribute to novel theory building by testing the hypotheses and
give new insights on the issue. Another weakness of the method that cannot be resolved easily is
endogeneity. Especially in the first level of the approach. Through spending state aid national budgets
can be strained and the money is lacking on other government expenses, thus leading an economy into
recession. This would be the case for countries that were not yet in recession when the Commission
introduced the state aid scheme and thus those states making use of the scheme. These cases can
however be excluded. Nonetheless were only Poland and Slovakia granting aid in the timeframe of the
research that were not affected by the crisis when the temporary state aid scheme was introduced.
Feedback effects are a similar weakness of the method as explained above but can be tackled through
building a comprehensive storyline. A further drawback is subjectivity. The researcher must interpret a
lot of data, in this case it is quantitative as well as qualitative data. Nonetheless must the data be
interpreted with objectivity to produce valid and reliable results. Quantitative methods would not give
leeway in that sense and could also be replicated easier. However, objectivity can only be guaranteed
by the researcher itself and is difficult to control. Other advantages of the chosen method are however
superior to alternative methods, such as thoroughly analyzing the nature of the crisis, find intervening
variables through uncovering the causal mechanisms in the storyline and explore long-run economic

resilience.

3.2. Case selection

Possible units of analysis are the member states of the European Union at the time of the crisis, which
would exclude Croatia. Choosing regions on a country level is the most suitable choice for the
universe of cases for this research. Defining regions as EU member states instead of sub-national
entities is possible due to the heavily integrated single European market. Countries are part of the
same common market that was hit by the economic crisis and are thus regions of the same European

market. The EU has a lot of competences in the domains of the European market, therefore state aid is
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also regulated by a European Commission agency if it exceeds a certain amount of money. The fact
that state aid schemes were posted by national authorities to the DG Competition also plays a role.
Those inquiries are finally requested by the Commission from national level actors. Thus, it is more
important to look at countries, as the process of allocating money to the economy is set at the national
level and mechanisms can best be discovered there. Especially in unitary states the context of granting
state aid can better be discovered holistically, if taking the whole country as a case. Further, only a
total of eight out of twenty-seven-member states have two or less sub-division on a regional level.
Choosing these regions would imply a lack in validity, because not the effects of sub-national regions
would be measured, but the ones of states. Due to the interconnectedness of economic sectors and the
systemic wide-crisis the shock did not spare a country, even though shocks were having different
magnitudes. Through domestic institutions sub-national regions are interconnected as well on a
national level. In order to take these circumstances into account that can shape resilience, states are
identified to represent regions inside the common market and thus possible cases for the research.

All possible cases are selected for process tracing. Amongst them it is analyzed, if a general pattern
and smoking guns that create a storyline leading to the outcomes is present. However not all cases are
scrutinized in the analysis. Bulgaria, Poland and Slovakia get excluded, because of possible
endogeneity issues. Cyprus is excluded as well, because there was no treatment, so no state aid under
the temporary framework was spend in this country. Further are the Czech Republic, Estonia,
Lithuania, Malta and Romania excluded due to a lack of accessible data. The second and more
important part to this research is even deeper investigated. Effects of state aid on regional resilience
are further analyzed by taking a closer look into three selected cases. Thus, implications about
resilience can be made through variance in the independent variable. It is controlled for crisis
magnitude, which could otherwise interfere with the dependent variable, because it has the potential to
directly affect economic resilience. Therefore, only the effects of state aid on regional resilience are

analyzed in the second part of the analysis.

Several variables can intervene on the effects between crisis magnitude, state aid and economic

resilience. Therefore, one has to be cautious when assessing the variables under review.

For the comparative analysis in the second part, features of the regions that have an influence on the
outcome must be the same or at least similar. Thus, cases are selected by a most-similar systems
design and differ only in the variables at question. Variance is created in the independent variables of
state aid while other possible intervening variables are held constant. Through these control variables
and selecting cases on grounds of their variance in the dependent variable implications about the
hypotheses can be made. Not all possible intervening variables can be excluded through control

variables, but those that seem to have most influence on how state aid may affect resilience. Other
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possible intervening variables can be uncovered as well during the causal analysis as mentioned
above. Denmark provided no state aid in monetary terms whereas Sweden and Finland did. Accessing
coherent data is utterly complicated. For Sweden €900m are calculated in the first year, but this
amount consisted of two guarantees. Nonetheless would the government have paid it to the creditor, if
the company defaulted (European Commission, 2010a). Together with the amount of €220m in 2010
and €660m in 2011 Sweden granted aid of about 0.51% of its 2009 GDP. Finland provided up to
€500.5m depending on the source (cf. Appendix I; European Commission, 2010b; European
Commission, 2011b; European Commission, 2012). Even if the highest amount is taken into account it
only makes up around 0.28% of 2009 Finnish GDP (World Bank, 2018a).

Several factors influence resilience, therefore several control variables for the effect of state aid on
economic resilience are chosen. All selected cases that are analyzed by the most similar systems
design are Nordic countries which were hit to a similar extent by the crisis. None of them lie in the
geographical center of Europe where innovation and growth are spurred. Through the location in the
periphery it cannot rely on such strong interaction effects as regions in the center (Hospers, 2003).
Further are regions closer to a major urban center, which represents in this study the central part of
Europe, associated with higher resilience (ESPON, 2014). Moreover, are these countries all relatively
small, with Finland having 5.3m, Denmark just slightly bigger with 5.5m and Sweden 9.3m
inhabitants in 2009 (World Bank, 2018b). Therefore, national effects of national policy contributing to

resilience that is greater in small states is held constant (ibid).

Innovation plays a role for a region to prove resilient. Economies that are innovative build more
resilience and dynamic economies through establishing new products. Thus, innovation leaders are
more likely to resist or recover from a crisis (Bristow & Healy, 2017). All three countries in the
sample are in the highest category and were so in 2009. The category is classified as innovation

leaders by the EU (European Commission — DG Enterprise and Industry, 2010).

One must be cautious as well about the economic structure of a region because it exerts some
influence on resilience and recovery (Martin, et al., 2016). Sectoral effects are influencing how a
region can proof resilient. Due to the nature of the crisis different regions experience the shock
differently because some sectors are more involved than others. Thus, the level of resilience is also
influenced by the composition of the economy. Not only does classical sectoral employment in
agriculture, industry and service sector play a role in the economic structure. Further one must also
take into account the qualification of the labor force and the presence of big international companies
with access to financial resources (ESPON, 2014). All three countries had over 70% of their labor
force employed in the service sector in 2009. Amongst them Sweden employed the most with 77.4%,

but the three countries are also comparable in those categories.
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All variables are presented in Table 1 with the independent and dependent variables in bold and the
units of analysis Denmark (DK), Finland (FI) and Sweden (SE) - in italics. The three countries were
equally hit by the crisis, nonetheless was Finland hit the hardest. Still the crisis magnitude is on a
comparable level. While Denmark and Finland have not recovered, the latter was by end 2011 in an

upturn. Sweden had already recovered by 2011.

Table 1: Case selection

Crisis State aid | Inhabitants | Location | Innovation | Service | Economic
magnitude | (real sector resilience
economy) (employment)
DK | 6.15 0% 5.5m periphery | leader 77.1% Not recovered,
no upturn
FI |6.67 0.28% 5.3m periphery | leader 71.2% not recovered,
upturn
SE | 6.28 0.51% 9.3m periphery | leader 77.4% recovered

3.3. Operationalization

Resilience at least in the short-run is mostly measured by employment, but also GDP (cf. ESPON,
2014). Yet, the impact of the crisis is measured by the magnitude index of Mazurek and Mielcova. The
measure is based on recession levels and is the logarithm of the mean recession rate per quarter and
the quarters of downturn of the countries. The applied magnitude rates are combined GDP and
unemployment recession rates between 2007 and 2009. This time frame has also another advantage.
Since the EU member states could hand in their state aid schemes under the temporary framework in
the first half of 2009 states were familiar with these numbers. Therefore, it is adhered to the causal
model, because the magnitude of crisis used by the measure was present before states handed in their
schemes. Numbers of the crisis magnitude, of the zero to ten scale where higher numbers indicate
bigger impacts of the crisis, are derived from research by the authors (Mazurek & Mielcova, 2013). It
is important to consider the point in time a region is exposed to a shock. Even a systemic-wide shock
can lead to downturn in a different point in time for different regions (Martin, et al., 2016). The
magnitude index takes this into account. So, all countries having a magnitude value were already hit

by the crisis.

State aid is measured by the percentage of GDP it corresponds to. When governments forwarded their

state aid scheme to the DG Competition they got approved an amount of aid that eventually most
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states did not use to the full extent. There are three exceptions of countries that used more state aid
than DG Competition approved (European Commission, 2012). However not the granted aid, but the
state aid used is the decisive factor, because governments could still decide when state aid was

approved how much is actually needed.

The twofold measure of regional economic resilience is operationalized by two different measures. In
the short-term it is measured in terms of employment. The pre-crisis employment level is taken as a
baseline variable and compared to the level of 2011. Four outcomes are possible. Either a country was
resistant towards the crisis and did not face a downturn in employment rates during the crisis or a
country could not resist. If it could not resist it had either recovered by 2011 and had reached by then
at least pre-crisis levels of employment. Countries could also have not recovered but facing an upturn
in employment rates, or alternatively have not recovered and do not face an upturn (ESPON, 2014).
The advantage of the employment measure is that “it resonates with the wider public, who tend[s] to
be concerned about the ability of an economy to support employment” (ESPON, 2014, p. 3). Due to
the focus of this research on the real economy this measure of regional economic resilience seems

most suitable.

Through the research design a holistic picture of effects can be drawn. To assess the impact, the crisis
had on state aid and aid on resilience data is investigated for ‘smoking guns’ that highlight
corresponding outcomes. If smoking guns were subsequent to ‘confessions’ and can be traced back to
crisis impact respectively state aid, a quiet accurate picture can be drawn about the impact of state aid
measures on regional resilience. Following the comprehensive storyline, a ‘confession’ can be
observed, if there is a ‘smoking gun’, in this case an increase in resilience and a previous ‘confession’
(Blatter & Haverland, 2012). This ‘confession’ has to be preceding to the increase in state aid that was
eventually allocated to the real economy respectively to the increased resilience and leading to
economic resilience. Further, this method has the advantage of being able to reveal decisive events
whilst analyzing the data. This can also uncover possible omitted variables that have an impact on the
dependent variables. Researching the long-term resilience does however follow an explorative
descriptive approach where long term changes are explored, especially the change in economic
structure. Because by using an evolutionary perspective, shaping the economic structure has an effect
on resilience (cf. ESPON, 2014). Therefore, it is investigated out for smoking guns leading to a shift in

economic structures.
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3.4. Data

Various sources of data are consulted in order to preserve reliability of this research. For the impact of
the crisis magnitude on state aid several official communications and government reports are selected.
Analyzed data is quantitative as well as qualitative. Further is checked, if DG Competition granted any
other state aid under the crisis provision to a country. To increase reliability data is also validated by
other sources through triangulation. Government reports about companies that received aid were
requested at the respective competent national authorities. However not many authorities disclosed
their data and some data was not suitable for this analysis. Moreover, do figures slightly differ even in
different reports from the same organization. In order not to get unreliable figures and calculations the
latest figures are considered as far as possible. Figures of used state aid under the temporary
framework are accumulated through the scoreboards by the Commission for the years of 2010
(European Commission, 2011b) and for 2011 (European Commission, 2012). The figures of amount
available for the whole period from 2009 to 2011 are derived from the latter. For 2009 no scoreboard
is available presenting crisis measure state aid. Therefore, the questionnaire has to be consulted. The
Commission send out questionnaires to the member states in order to receive the state of the art about
the measure in the member states. It contains questions about total available aid and aid that was used.
However, one must be very cautious, because the questionnaire was filed in March 2010 and could
thus contain parts of measures that is already listed in the 2010 scoreboard therefore exceeding the
2009 period. Thus, caution is advised when accumulating data. But most states indicate up to which
point in time measures are declared. Further is it also likely that the questionnaires were inaccurately
and inconsistent filled in. Likewise, is data selected for analyzing the effects of state aid on regional
economic resilience. Especially for short-term resilience government publications or evaluation
reports are consulted. Triangulation such as by analyzing newspapers is also performed in this section
of the research. For the long-term effect of resilience, the focus will be more towards development
reports on economic features, mostly on the development of the economic structure of the analyzed

country.

Drawbacks of the analyzed data are possible confounders. It might by that there are intervening
variables which are not excluded by making hypotheses or case selection. They can still be uncovered
through process tracing. However, if these confounders cannot be found in the analyzed data they
cannot be uncovered and will thus decrease the validity of the research. The varying availability and
quality of data may reduce comparability of the cases under scrutiny. However, the strategy that tries
to tackle this is mentioned in the above section. Also, the exclusion of possible cases because of a lack
of data will reduce the generalizability. A decrease in analyzed cases will also result in a decrease in

generalizability of this research, but still hold true for the analyzed cases.
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4. Analysis

4.1. Background

In August 2007 an economic shock that was initially limited to the sub-prime mortgage market in the
USA spread to Europe. Due to securitization of these mortgages funds were sold to banks globally.
Because of defaulting debtors which could not pay down these loans BNP Paribas had to freeze
exposed funds. These events continued and led from initially a financial crisis to a banking crisis and a
sovereign debt crisis (European Commission, 2017). It did not take long until the real economy was
affected as well. GDP and employment rates were plumping. Recession in employment could be
observed in almost all European regions in the years after 2008 (ESPON, 2014). The European Union
alongside with its member states had to implement several measures to tackle the most severe
economic downturn in the history of the EU. Among these measures was also the granting of state aid

to the real economy which will be analyzed in the following.

4.2. Causal analysis

4.2.1. Effects of crisis magnitude on state aid payment

After crisis measures for the financial sector was undertaken, the real economy had to be addressed as
well. In late November 2008, then Commissioner Barroso emphasized the risk to enter a vicious
recessionary circle if no action is taken to strengthen the real economy (European Commission,
2008b). The crisis triggered the need for finding a way out of the it. A recovery plan was worked out
consisting of two parts. The first one focused on the short-term measures to save jobs, boost demand
and help restore confidence in all actors of the market. A second measure was ‘smart investment’
which aimed for a higher and sustainable growth in the long-run. The EU, European Investment Bank
(EIB) and national governments could fund the private sector in innovation efforts, especially clean
technology. Yet, in total a fiscal stimulus was provided in the amount of €200 billion or 1.5% of the
GDP in the EU out of that 1.2% of the GDP in the EU was provided by the member states (ibid). The
EU also made way to accelerate already existing payments under the structural and social funds
provision that would have otherwise been distributed over a longer period. Most important for the
private sector was access to sufficient and affordable credit, as the lending market was drying out and
firms faced difficulties to maintain business as usual. The temporary framework for state aid as part of
the recovery plan was established by the EU alongside its member states as response to the crisis

impact on the real economy. Until the end of 2010 EU member states could support their national
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economy according to the state aid scheme that had to be approved previously by the Commission.
After that procedure no further notification of single cases to the DG Competition was necessary
(European Commission, 2008c¢). The measure contained among others a lump sum aid of €500,000 per
company for 2009 and 2010 and risk capital aid for SMEs (Small and Medium sized Enterprise) up to
€2.5m instead of previous €1.5m (ibid).

Providing this facility was a necessary condition for states to establish channels of funding through
means of state aid. The recovery plan highlighted relief for the car and construction sector, especially
because these sectors were hit hard by the crisis (European Commission, 2008b). Indeed, when the
recession fully reached the real economy in the first quarter of 2009 the construction sector dropped by
10.8% in comparison to the growth in the first quarter 2008 (DG ENTR/Development of Industrial
Policy, 2009). In comparison to the whole manufacturing sector that dropped on average by 19.1
percentage points in the same time, the motor vehicle industry faced the most severe drop by 40.4%

and by 31.3% in the second quarter 2009 compared to the same period in the previous year (ibid).

Nonetheless, the requested amount of state aid to the real economy seems not so much dependent on
the position of the party in government. Figure 3 shows the total volume of approved state aid
dependent on crisis magnitude. Bulgaria, Slovakia and Poland are excluded, because they did not get a
magnitude level of the crisis assigned. Among the countries that asked to provide a larger amount of
resources were Hungary, Austria and Slovenia which were then led by social democratic parties, but
also Belgium, Latvia and Greece that were led by the Christian democrats respectively liberal
conservative parties. No evidence was found that would approve the hypothesis that state aid depends

on the governing party.
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Figure 3: Available state aid as percentage of national GDP dependent on the level of crisis magnitude

(data derived from: European Commission, 2012 and Mazurek & Mielcova, 2013)

Thus, the impact of the crisis seems to matter for a government when planning to provide state aid.
After establishing the temporary framework, first state aid schemes were already handed in at the very
end of 2008. Germany handed in its scheme requesting for reduced interest rates loans and for funding
up to €500,000 per undertaking. Subsidies could in the first round only be paid in 2009 and 2010 for
businesses that did not face financial difficulties before July 2008 yet due to the financial and
economic crisis. The first German schemes for grants up to €500,000 also known as the 500k
measure’ and the one for reduced interest rate loans were approved in line with Article 107(3)(b)
TFEU (formerly Article 87(3)(b) EC Treaty). This provision states that aid can be compatible with EU
regulations if it helps to “remedy a serious disturbance in the economy of a Member State” (European
Union, 2008, p. 91). However, the German grant scheme was requested up to the amount of €2 billion
applying to SMEs and large firms without geographical limitations. However, fisheries and agriculture
were excluded from that measure, but could still access certain kinds of state aid (European
Commission, 2008d). The loans were provided by the KfW which is the German national development
bank. Subsidized public loans were authorized with €15 billion in volume with €750m in aid. Eligible
firms were only in exceptional cases allowed to exceed €500m in annual turnover. Yet beneficiaries
were SMEs and also large firms from the private economy. Allowed sectors were manufacturing,

handicraft and commerce and also other services when they invest within Germany (European
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Commission, 2008e). For both schemes the number of beneficiaries were not expected to exceed 1000.
Schemes were relatively often amended. The German 500k measure was amended three times in the
2010 period. Amendments included the means of grants distributed. The latest amendment included
the granting of aid under the 500k measure as subordinated debt. Eligible beneficiaries remained the
same whereas the total amount of eligible aid under that measure was increased to €2.05 billion
(European Commission, 2010c). Other measures such as guarantees or subsidized low interest loans
were approved as well. Both measured were allowed to include aid up to €6 billion each and were
open to SMEs and large corporations without limitations to sectors (cf. European Commission, 2009a;
European Commission, 2009b). The German government also filed schemes for reduced interest rate
loans for green products, risk capital aid and simplification of requirements of the export credit
communication. Thus, schemes for all available measures under the temporary framework were
handed in. Only France did likewise while other countries handed in fewer schemes. All other member
states except Cyprus handed in at least one state aid scheme.

Despite that the car and construction sectors were pointed out specifically when the recovery plan was
announced, state aid was open to a wide selection of firms. States opened the measures to almost all
firms in all sectors, despite some sectors experienced a lesser downturn than others for example the car
industry. Even in countries such as Spain or France with a large car and construction sector, state aid
was not limited to certain regions or sectors (cf. European Commission, 2009c; European
Commission, 2010d). In total 73 schemes with different kinds of state aid were approved until October
2010 under the temporary framework with a total aid volume of €82.5 billion or 0.7% of the EU-27
GDP (European Commission, 2010e). In the 2010 the aid volume of the schemes was slightly
increased compared to the previous year. Aid that was actually granted in 2010 rose to €11.8 billion or
0.09% of EU-27 GDP which is still a small number compared to the approved aid (European
Commission, 2011c). In total aid still rose up to €32.8 billion for the 2009-2010 period (ibid).
Especially in 2009 the high volume of available aid is considered more like a signal towards the
market that states can meet also a great need of support to the economy (European Commission,
2010e). A Commission report found also that conditions for granting aid were very strictly applied

which kept the numbers of beneficiaries on a low level (ibid).

In March 2010, member states were asked to send the Commission questionnaires about the current
aid and economic situation in respective countries. After consulting member states by questionnaire,
the Commission unilaterally prolonged the state aid measure for another year until the end of 2011.
Nonetheless was the most granted 500k measure stripped from available measures. Furthermore, aids
were directed at companies that applied for a grant before the end of 2010. No new schemes were filed

by the member states, but 23 were prolonged (European Commission, 2011b). Of the additional assets,
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Slovenia made extensive use. The country used by far the most state aid in 2011 for the real economy.
With €200m or 0.55% of their GDP the government spent by far the most during the last year of the
temporary framework (ibid). However, Slovenia was by then not yet in the recovery phase.
Unemployment rates rose from 5.86% in 2009 to 7.24% in 2010 and 8.17% in 2011 (World Bank,
2018c¢). Austria followed a similar curve of rising unemployment rates with 4.13% in 2008 to 5.3% in
2009. Slovenia started with an unemployment rate of 4.37% in 2008. In 2007 Slovenia had even lower
unemployment than Austria. Nonetheless declined the unemployment rate in Austria after 2009 to
4.82% and 4.56% in the following two years (ibid). At the same time Austria decreased its crisis
spending to the real economy. In 2010 crisis aid spending was at €1.06 billion, but after the crisis
attenuated that year the government only spend €4m or 0.001% of its GDP (European Commission,
2012). This highlights the importance to analyze the nature of the shock and its end and starting point.
For Austria the shock — at least in unemployment terms — was overcome after 2009 while Slovenia
was just at the start. Eventually all member states spend together €4.8 billion of crisis state aid in
2011. Towards the end of the granting period social democratic governed countries Portugal and Spain
were still in recession. In 2011 they spend more money on state aid measures than in the previous year
were unemployment rates in these countries were lower. Such countries as Spain or Portugal seem to
support the hypothesis. However, also Italy with a right-led government was increasing the amount of
aid compared to the previous year (cf. European Commission, 2012). The unemployment rate in Italy

was also stagnating in comparison to the previous year.

When establishing the temporary framework, the goal was to support the real economy. However,
there was no consultation by national decision makers with the real economy before filing the
schemes. Companies could apply for funds. Eligibility was, unlike in the ordinary state aid procedure,
decided by national authorities or even sub-national ones. Granting state aid had also a major
psychological dimension. When signaling to investors and consumers that the state is not letting down
the domestic economy. Generally state aid was open to all sectors, despite the focus of the
Commission on the car and construction sector. Nevertheless, was the crisis in the car industry and
construction services a necessary condition for making state aid available to the real economy.
Because these sectors were especially emphasized when establishing the temporary framework.
According to the process tracing design the crisis in the car and construction sector and the importance
to it in the Commission forms the first building block of the story line that. Since it led to the
establishing of the temporary framework. In states where the car industry employs a lot of workers
state aid was targeted especially towards these firms, if they were in a crisis. In Sweden alone, the
state guaranteed for two loans up to €500m for Volvo and €400m for Saab in 2009 (European
Commission, 2010a). But in states like France and Germany where this sector was not that much

affected state aid was open from the very start to all industries and services. The political position of
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governments did not play a role in making aids available since there was no supporting proof found.
Further were regulations of eligibility strictly adhered in all member states. Therefore, the magnitude
of the crisis was the driving force for firms to apply for state aid and for states to grant it. Hence state

aid was mostly driven by the crisis magnitude in a country.

4.2.2. Effects of state aid payment on resistance and recovery (short-term

resilience)

Generally, the Nordic EU countries Finland, Sweden and Denmark entered into recession around the
same time which was shortly after 2008. The peak level of unemployment can be observed in Figure 4
for 2011. Nonetheless by 2011 Sweden is considered as recovered, Finland as not recovered but in
upturn and Denmark as not recovered and without upturn (ESPON, 2014). Due to different starting
points of the crisis the authors of the ESPON study find different conclusions about the state of
resilience in the respective countries (ibid). The report also ends its measure about short term
resilience in 2011, so three years after the crisis onset.
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Figure 4: Development in unemployment rates in the Nordic EU countries per year since 2006 (data
derived from: World Bank, 2018c)

Crisis state aid did not contribute much to the resistance of regions towards shocks. The temporary
framework under the recovery plan was introduced in late 2008. By that time most economies were
already hit by the crisis. Moreover, could only three EU states resist the crisis at all. One of those

countries was Poland which could maintain its pre-crisis employment and GDP rates, but began
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struggling first in 2010 (Sensier, et al., 2016). The other two countries that could resist the crisis were

Luxembourg and Germany.

In the German case the state took a pivotal role by supporting the real economy. In 2009 when
German firms started to face difficulties the temporary framework was implemented. The state
guaranteed for firms applying for a loan. Thus, banks became less reluctant in providing credit and a
credit crunch could be averted. State aid was open to all firms even to the agricultural sector from the
beginning instead of limiting it to certain sectors that were in recession at the crisis onset. Most firms
were however not in economic difficulties after July 2008, nor where they at risk of defaulting after
that date. Therefore, guarantees were mostly used by firms not in difficulties. However, the state only
guaranteed for loans, if the firm was assessed to be capable to pay back the loans. Similar were the
United Kingdom and Ireland acting as they only provided aid to firms which were not facing
bankruptcy (European Commission, 2010f; European Commission, 2010g). Further were banks
integrated in state aid provision as well. With the ‘Hausbank’ principle firms could only access aids
via the firm’s bank. This avoids that firms leave their banks and change to a public business
development bank. Firms could stay with their banks; the latter did not lose their clients and the state
had a sound assessment by the bank of the firm about its financial standing before granting aid. Loans
provided through state institutions and guarantees by the state were mostly used by SMEs. The special
standing SMEs have as the backbone of German economy is also noteworthy. 2015 figures show that
99.6% of all registered firms are small and medium sized enterprises employing 58.6% of the not
state-employed workforce (1fM, 2018). In total 96% of granted state loans and 99% of guarantees
were issued to SMEs, but in both cases only half of the volume was granted to SMEs (Questionnaire
DE, 2010h). Direct grants did however only account for 3% of all the aid in 2009. Germany did not
slow down investing after 2009 and granted four billion Euro in 2010 and €650m the year after (cf.
European Commission, 2011b; European Commission, 2012). Hence the German government could
manage to keep up trust in the banks and continue investment on the domestic market. Thus, Germany
was able through an interplay between state, banks and businesses to resist the crisis. Also did
Luxembourg support nine SMEs out of eleven firms that asked for a direct grant (European
Commission, 2010i). However, was the downturn in Luxembourg mostly related to shocks in the

financial sector which is not covered by the temporary framework.

The economic composition of a market is not sufficient to explain resilience. Portugal which was not
hit as hard by the 2008 crisis as other member states it did not recover in the short-run and was also
not in an upturn. Albeit the economic structure is diversified and contains a lot of smaller businesses.
Before the crisis 82.4% of Portuguese employees worked for SMEs. By that time in 2005 70.1% of

added value was created in SMEs which is above the average of then 57.9% (European Commission —
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Enterprise and Industry, n.d.). Almost two thirds of the €746m 2009 budget which was the lion’s share
of the total €906m was spend equally to manufacturing and commerce (European Commission,
2010j).

Countries like Hungary who have a large share in foreign companies granted 96% of the 2009
compatible amount of aid to SMEs (European Commission, 2010k). Further were no undertakings
supported that were larger than €50m. Foreign companies in Hungary can rely on getting credit from
the respective head organization. Especially SMEs could get support through the temporary

framework. Nonetheless did Hungary face no recovery by 2011, but it was again in an upturn.

Denmark did not grant aid in 2009 under the temporary framework. The government focused on
supporting banks in order to avoid a credit crunch. Yet, the crisis in Denmark was very much bank-
centered in its nature (Erhvervsministeriet, 2013). The incentive of the government was to get firms to
get bank loans. The state supported businesses by taking the guarantee for 75% of the loan (European
Commission, 2010l). Under the temporary framework fell only the export credit scheme. Other state
aid measures during the crisis underwent the ordinary procedure like in other countries such as aid
under the de-minimis provision. Eventually no aid was granted in all three years of the temporary
framework even though the export credit scheme was prolonged after 2010 (European Commission,
2012). On the other hand, Denmark never had a negative trade balance during the crisis. The worst
breakdown was already over by the time the temporary framework was introduced. After 2007-2008
the trade balance started to grow again (TheGlobalEconomy.com, 2018). The government did also not
see the need to establish facilities for state aid, since export credit was the only scheme Denmark

handed in at the Commission.

Finland on the other hand made use of granting state aid under the temporary framework. The crisis in
Finland impacted mainly the electronics industry which eventually collapsed. Alongside with
concentration of paper manufacturing and falling market prices in the metal industries which led
Finland into a recession (EESC, 2014). In Finland firms actually suffered from a credit crunch.
Through aid measures the state sought to counteract these developments. May it be with guarantees or
500k measures. Mostly SMEs were targeted by crisis measures (European Commission, 2010b).
SMEs play also a significant role in Finland. Out of all employees in the private sector 65% work for
SMEs in 2016 which account for 50% of overall turnover and make up 98.8% of the companies in
Finland (Yrittajat, 2018). It is not surprising that between 2009 and 2010 €40.8m of the 500k measure
was granted to SMEs while large companies received only €4.9m (Appendix I). The highest share of
the 500k measure was awarded to the sectors that were highly affected by the crisis. All measures had
an objective which was mostly related to maintain business operations, but in 27.8% of the cases aid

had the objective to be invested in R&D (European Commission, 2010b). Software, consulting and
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related activity sectors were granted most of the aid followed by manufacturing of metal products like
machinery and equipment, but also traditional Finnish sectors sawn timber, wood and cork products
like furniture were supported (ibid). Finland as a specialized trading country that had a positive trade
balance before the crisis (Statista, 2018). Export insurance credits in order not to get indebted if an
export fails, were issued by the government as well. Totaling €110m were granted in the first two
years of the temporary framework. Out of this sawn and processed timber together with metal
manufacturing made up over 20% each plus the paper sector with over 10% of the share in export
insurance credits (Appendix I). Overall did Finland support its traditional key industries the most in
order to resist the crisis.

Exports of the huge Finish wood-based industry fell drastically during the crisis. Processed timber and
the paper industry alone were awarded large shares of available aid. Almost one third of export
insurance credits was awarded to these sectors. Figure 5 shows the export in forestry industry as share
of total Finnish exports. The breakdown in 2009 for the sector could not fully reach pre-crisis levels in
the short run but was almost recovered by 2011 to the pre-crisis state. During that timeframe aid was
granted to the industry through several means.
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Figure 5: Value of forest industry export and share of total Finnish exports (Finnish Forest Industries,

2018)

Compared to Finland, Sweden had only two beneficiaries in 2009. The Swedish state guaranteed for a
loan for Volvo with half a billion Euro in volume and for Saab with €400m. Assets for the loan were
provided by the EIB. By the end of 2009 two sub-payments to Saab were already made. The solution
was not sustainable and could only keep Saab alive until the end of 2011 (BBC, 2013). Eventually

state aid guarantees did help resistance and recovery in the short-run but not in the long-run, since
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bankruptcy of Saab could not be avoided. Just like the other two Nordic EU members the Swedish
government established an export credit insurance. A positive trade balance could also be observed
here before the crisis (Tradingeconomics.com, 2018). However, the trade balance was still largely
positive and export insurance credits were not much used. An important task Sweden had to solve like
the other countries is to support the banks in order to provide credit for the private economy. Other
measures that Sweden implemented were partially not foreseen from the temporary framework. The
government established funds for individuals that face employment loss. Moreover, was vocational
training and adult education supported (European Commission, 2010a). In the years following Sweden
invested the most of all Nordic countries under the temporary framework. 2010 the government
granted €220m and in 2011 €660m as aid measures (European Commission, 2011b; European
Commission, 2012).

Overall it is hard to assess the role state aid played for the real economy. Even a halftime Commission
report emphasizes this (European Commission, 2011a). The general findings are, that most countries
supported SMEs in their countries. In general, are the ways state aid was handled very similar.
Moreover, are there no ‘success-stories’ how this specific state aid contributed towards resilience. Still
fresh credit helped firms to resist the crisis but claims about the effectiveness on recovery could not be
supported. Yet, rules on being eligible for state aid were quite harsh. Thus, mostly companies that
were not in big financial trouble or at the brink of going bankrupt were awarded aids. The contribution
of state aid to resilience of a region should thus not be assessed in GDP and unemployment statistics
itself, but also by its psychological value it had to counteract a credit crunch. This signaling of
governments to the economy is a further sufficient factor in the storyline that state aid supported short-

term resilience.

4.2.3. Effects of state aid payment on reorientation and restructure (long-term
resilience)

When the European Commission announced possible state aid schemes states can apply for, a
sustainable dimension was included. The reduced interest rate loans for green products scheme was
forwarded to and accepted by the Commission by Spain, France, Italy and Germany. None of the
countries made actually use of it. Nevertheless, were certain measures coupled with the provision to

use it for R&D. Governments had the opportunity to brace their domestic economy for the future.

The Swedish prime examples Saab and Volvo went two different ways after the crisis. Saab is the
typical example for the second hypothesis and successful creative destruction by Schumpeter. After

the Swedish state refused to bail out the carmaker and several negotiations of acquisition by investors
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Saab had to file bankruptcy. In short term this was fatal. A huge Swedish employer stopped operating
and thousands of workers were left jobless. However, half a year later the Chinese-owned investor
corporation NEVS acquired the leftovers of Saab. The goal was to build electric cars on the base of
Saab technology. Therefore, the old production plant was revived, and almost 400 jobs created
(NEVS, 2016). The vision of NEVS in 2013 to establish a carmaker that builds solely electric vehicles
was in hindsight the best take on what to do with the capacity that was still available in the area. Other
investors are attracted as well to the region because of the need for electric technology. Thus in 2018 a
new investor for the company was found that also announced to start the production of batteries in the
area (NEVS, 2018). This is a successful example from reorientation in the business model to
restructuring. However, these developments were not hindered by keeping the company alive with
state aid as life support. Instead the path was open for reconstruction.

But what happens if struggling companies get subsidized? Only few firms were subsidized or granted
guarantees that were high in absolute numbers. In Austria two firms were granted guarantees that
exceeded €50m. One of the firms was Voestalpine which was granted €300m in aid which was the
maximum that could be granted (European Commission, 2010m). However, the company was not in
urgent need of liquidity, but was only having trouble finding a long-term credit on the market
(Reuters, 2009). In fact, Voestalpine was even able to grow. The number of employees worldwide
increased in 2011 by 3.3% compared to the previous fiscal year (Voestalpine, 2011). However, if and
how many jobs were created in Austria was undisclosed. The need for reorientation or renewal was
not present, because business was growing. The company started rather late to implement precarious
crisis measures, because growth of the company was still fluctuating after the crisis (\VVoestalpine,
2017). In the case Voestalpine state aid contributed to maintain their initial growth path. Hence it
prevented reorientation in simple ways like implementing scenario planning where possible effects of
a recession are assessed and incorporated in the planning of operations. However, Voestalpine acted
according to the principle ‘never change a winning team’, but eventually the investment protracted the

crisis for the company.

State aid payments can also go wrong like the case of the other big firm Austria backed. The Austrian
government supported the Alpine Bau with €150m in guarantees. Like other construction firms the
Alpine Bau also suffered from the crisis. Nevertheless, was the company probably in summer 2009 in
financial troubles and balance sheets were cleared to avoid bankruptcy (Die Presse, 2007). This is the
counterpart to the Saab case, because a big company in one of the two most affected real economy
sectors was supported. After financial troubles could not been overcome Alpine Bau filed bankruptcy.
In the two and a half years period between first symptoms of going default and actually filing

bankruptcy the company managed to attract investors and got guarantees from the state. Without the

36



aid the company would not have wasted additional money from the state and private investors, but
instead could have reorganized. However, is it unlikely that the Austrian government would have

granted aid, if it knew about the preexisting financial troubles that were covered up.

As for the Nordic countries, the role of state aid in Denmark cannot be assessed, because in the end no
aid under the temporary framework was used. Unlike Finland that made use of the framework and
supported its economy. Finland has also a unique economic composition. Whereas in many EU
countries the car and construction sector suffered most from the crisis the nature of the crisis in
Finland was different. The main factors that were affected were electronics and the forestry industry.
Due to radical change in the technology market by the introduction of the iPhone the Finnish economy
was challenged (Walker, 2016). Nokia did not keep up with the technological development and was
thus left behind. The importance of this company to the Finnish economy is huge. A third of the
decline in national GDP between 2008 and 2014 was due to the economic struggle Nokia faced.
Further is the company responsible for 20% of the reduction in total employment (ibid). Forestry
industries were also affected by the technological change, especially the paper industry was challenged
by new technologies such as tablets. Reorientation was also necessary in this sector. Finland coupled a
high number of subsidies to R&D measures compared to other countries. A total of 27.9% are aimed
to support R&D (European Commission, 2010b). Still restructuring for example in the forestry
industry took place and some firms reorganized. Hence Finland became the world leader in wood-
based biomass production for energy (Investinfinland.fi, 2018). Nonetheless is the impact on R&D by
state aid under the temporary framework not significant. In relation to regular aid on R&D which was
0.13% of 2010 GDP state aid through the temporary framework was almost twice at 0.25% of 2010
GDP at that time. This included investment and working capital support which made the largest part of
the aid (European Commission, 2011b). Figures are more distinctive in 2011 where ordinary R&D aid
makes 0.15% of GDP whereas crisis aid is only 0.014% of the GDP (European Commission, 2012).

Even though some aid measures were provided under the provision that aid has to be connected to
R&D in most cases it was just used for investment or as working capital. Also, the means under the
green technology provision were not used. Thus, firms prefer credit that is not linked to too many
conditions. Therefore, the favored aid measure was the 500k one, as firms were not bound to any
additional costs or regulations how assets could be used (European Commission, 2011a). State aid
under the temporary framework did not contribute to reorganize or restructure, since beneficiaries
stayed on their initial growth paths. It would have been a necessary condition for regions to move to
another growth path in order to spur reorganization and restructure. Further was aid with the intention
of smart growth not accepted by firms. During crises time is money even more and firms do not want

to bind aid to specific objectives.
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5. Discussion

It should be reiterated that this research does not try to explain the crisis as a whole nor draw a full and
comprehensive picture of every single factor contributing to the reaction of the countries towards the
crisis. Rather was the goal to analyze the influence that state aid under the crisis provision had on
economic resilience. By emphasizing the mechanisms at play, policy-makers have a reference point

when estimating the outcome of future state aid measures during crises.

Moreover, is it difficult to disentangle the effects of state aid under the temporary framework from
other measures that were taken during the crisis or previously and were at play during the crisis
through time lags. This study does however focus only on the real economy, also less so on the
agricultural sector which had other regulations than industry and services and was overall low in
volume. Moreover, were not only incentives given on the supply side, but also for demand to get the
economy out of the recession. In Germany there was the so called ‘Abwrackpramie’ where the state
subsidized customers with a kind of voucher that handed in their old car to buy a new one. However,
such measures were used on a varying extent throughout the countries. The legal basis of this is also
not as elaborated as for state aid where EU law tries to set up a fair playing field for countries granting
aid. Further is the research limited on grounds of available data. Only firms that received grants
exceeding €50m had to be disclosed. Firms receiving smaller amounts especially under the 500k
measure were mostly undisclosed on grounds of business secrets to not give firms competitive

disadvantage.

Additionally, measuring resilience in terms of unemployment rates is not without risk. Even though
this suits best to measure resilience especially when taking the real economy into account. However,
in order to preserve jobs different best practices were applied throughout Europe. Moreover, were
actors such as the state and the market involved to a different extent. In the United Kingdom for
instance, the means of wage reduction were used in order to save jobs. Jobs are preserved, but GDP
declines because employees have less disposable income. Quantitative measures like short time work
or temporary layoff was introduced in Germany in order to avoid dismissals. Moreover, was early
retirement a tool to tackle the crisis. Workers that retire early are thus removed from the official
records and make space for the unemployed to fill the gap. However, in the long-term firms may still
need to downsize during crises. Qualitative measures include training or transition support of workers
to other companies (Bergstrom, 2017). Through such measures unemployment rates can be artificially
lowered, however not always sustainably. The research is limited in a way that it cannot take into
account how the unemployment rate was influenced by these other measures, since this is a crucial

measure to determine resilience.
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What remains unsolved are the ways state aid was used on a microeconomic firm-level. For the
government state aid was obviously not the main focus in stabilizing the economy. Most of the states
spent combined in the three-year term less than 1% of their GDP on that measure. State aid was still a
large figure in absolute terms. This leads to the big issue that was connected with crisis aid, hamely
control. The Alpine Bau case exemplifies the problem with checks before granting aid. Questions if
the bankruptcy of the Alpine Bau could have been resolved without destroying money from the state
and investors can hardly be answered, because people involved inside the company most likely cleared
the accounts on purpose. The problem with large companies is also their importance for an economy.
Like with Nokia in Finland a region that is very specialized can rise and fall with a single company, if
it is the heart of the domestic economy. The same holds true for specialized sectors of the economy.

However, this is not the most relevant issue when it comes to control. It is in the interest of the
legislator that aid will be used in order to fulfill the objective of counteracting the crisis. Through
lacking monitoring for most measures, the principal-agent problem occurs where the state has minimal
to no control on how aid is spent by firms. For example, €500,000 is a large amount to spend on SMEs
with a low turnover. Moreover, was aid spread only across a limited amount of companies (European
Commission, 2011a). Thus, the state should have a vested interest in how the money is used also to
streamline distribution of aids. Furthermore, should light be shed on the possible negative effects of
state aid during the crisis, especially on subsides that are not bound to many regulations like the 500k
measure. Because of the lacking monitoring and large degree of latitude firms get some kind of
security. This increases moral hazard where people lower their risk avoidance. During a crisis this can

be fatal and if worst comes to worst mindless behavior can ruin a firm.

Another very important issue regards the long-term effects of evolutionary resilience. This may be
because of the importance of other aid measures especially the ones for financial institutes that were
larger in volume as the crisis aid to the real economy. After the analysis it became evident that state
aid under the temporary framework has not significantly contributed to the recovery of regions. Thus,
it is most important for future research to look further at reorientation and renewal. The European
Commission aimed for high goals when they included the notion of smart growth into their recovery
plan. Not many firms used aid that was linked to R&D or similar measures. Further, one should
consider and analyze more thoroughly how firms made use of aid under the condition that it is linked
to investment in innovation or research and development. Findings can grant new insights in how

regions build resilience through supporting its economy with financial aid.
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6. Conclusion

The focus of policy-makers on how to tackle the crisis was clearly not on the real economy in first
place. This became evident when Angela Merkel declared German car manufacturer Opel as not
systemic which would not be bailed out (Frankfurter Allgemeine, 2009). Nonetheless had the
government the willingness to do so in case a financial institute was at risk. Likewise, the government
in Sweden decided not to save Saab at the cost of the taxpayer. The temporary framework can thus be
regarded more like a symbolic measure than one that is tangible and capable of tackling the crisis
effectively even though the volume of granted aid was not low. Making grants available for the real
economy was also a quite uncoordinated procedure. Germany made available grants that equaled
around 1% of its 2009 GDP. Schemes were also amended often times. A right-wing government in
Italy under Silvio Berlusconi made only €400m available, equaling 0.025% of GDP, compared to
€29.6 billion in Germany (European Commission, 2012). Eventually Italy exceeded its available aid
by far and spent alone in the last year of the grant €660m while Germany spend only a small share of
its available aid (ibid). Furthermore, were regulations strictly applied to ensure that a firm was eligible
to be granted aid. Nonetheless, every scheme that was filed was also approved by the European

Commission.

During the crisis all kinds of measures were applied by different member states to fight the economic
crisis. The analysis found that governments decided on the volume of state aid depending on the
magnitude of crisis regardless of their political position. National governments from the left and from
the right side of the political spectrum both allocated state aid when their economy was struggling. Out
of all EU countries only three granted no state aid at all under the temporary framework. Amongst
them was Cyprus the sole country that went only through a minor recession compared to other
member states. Denmark was another one, but the approach there was to support the banks, so they
can provide credit to the real economy. Thus, state aid to the financial sector between 2009 and 2011
equaled 65.94% of their 2011 GDP (European Commission, 2012). The only real outlier was Bulgaria.
On the one hand it was not assigned a crisis magnitude level and the GDP remained stable, but on the
other unemployment rates grew fast after the onset of the crisis (World Bank, 2018c). Bulgaria also
did not grant crisis aid to the financial sector, and ordinary state aid remained below European

average. Eventually Bulgaria showed a low resilience level and was still in recession after 2011.

Furthermore, the economic structure and the nature of the crisis have to be taken into account when
evaluating resilience. Especially the presence and dependence on certain key-industries of a country is
imperative to assess resilience. Finland spent less on state aid than Sweden and thus showed less

resilience in the short-run. However, this is just half the story, because Sweden could regulate their
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own currency (O’Brien, 2018). Sweden, not being part of the Eurozone like Finland, nor part of the
European Exchange Rate Mechanism, as Denmark, had more leeway in terms of regulating its own
currency. Thus, Sweden had an advantage over its Nordic neighbors by possessing an additional

instrument to steer their economy during the crisis.

The effect of state aid on resilience is complex. No doubly decisive proof could be found, which
would confirm the hypotheses and eliminate all other explanations totally. In the short-run it
contributed to a certain degree of resistance against the crisis because firms had access to fresh credit
for their undertakings. However, the number of firms that made use of aid under the temporary
framework was limited. These firms could not make up for the overall decline in the regional
economies. Furthermore, is the possibility of moral hazard present through state aid payments. Even
though mindless spending can contribute to resistance towards a crisis due to fresh assets inside a
company, it is yet dangerous for recovery over a longer period. This study found insufficient evidence
that state aid under the temporary framework alone had a positive effect on recovery for the economy.
Nonetheless had state aid a favorable effect on the crisis, but not in quantitative terms. The
psychological effect that avoided credit squeeze must not be neglected. Introducing state aid schemes
signaled banks and customers that the state was willing to keep the economy running and would even
invest in it. A successful approach to it showed Germany which could resist the crisis. Germany
proved to implement state aid successfully, as it incorporated the banks to real economy state aid, so
the connections between the financial sector and the real economy were not estranged. Companies
could further rely on their banks whereas the latter had some kind of reassurance it could rely on. Not
all companies that wanted to invest however used state aid. For some investments the regulations that
came with aid or the amount of aid was not suitable. Thus, in a quantitative sense the effect of state aid

on resistance and recovery may be too small to be assessed, still state aid had qualitative implications.

In the long-run, resilience was negatively affected by state aid. Reorientation and renewal of firms was
hindered by state aid. The research highlights a case where the absence of aid led to restructuring and
renewed the company and braced it for future challenges which eventually affects the whole industry
and not just one company. The study approves the hypothesis that state aid has a negative effect for a
region to build resilience in the long-run. Aid without objective leads to enforced lock-ins.
Nonetheless is not every crisis the same in nature, likewise are economies. Finland is a good example
for that, because it devoted a share of available aids to R&D. However, overall effects on economic
resilience were distorted due to the dependence of Nokia and its subsequent decline because it failed to
adapt to technological change. Nonetheless change and innovation can be observed in other Finnish
industries. Thus, it has to be evaluated where and with what objective aid is granted, since it can foster

reorientation and renewal, especially if it is used for smart growth.
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Considering the underlying research, state aid to the real economy during a crisis seems like an
obsolete measure. Trends in ordinary state aid shifted years ago from sectoral specific to horizontal
aids. Almost all EU countries opened their aid schemes to all sectors of the economy. Nonetheless
crisis aid under most schemes were not bound to an objective. Thus, the Commission’s goal of smart
growth under the recovery plan failed. To grow more sustainable, the state should encourage firms to
invest more in R&D and innovation. Also, green growth or training for employees should have been
made a condition for getting aid granted. This would also decrease the principal-agent problem to a
certain extent because the state has more control that money is used efficiently and meet the goals
targeted by the government. State aid should thus be replaced by a more sustainable measure in future
crises to increase resilience of an economy. This is especially the case for building strong and stable

gconomies.
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I RAHOITUSALA

1. Lainojen midrd ja Minnst kansallnitls pankkieavilisild markkinollls

Pankdcen villset rabamarkhing! covll endd ole kansallinet Suoisets, massh knlmesta suuresea pan-
knsta haku on wikomastes rabottasryhmtttymien osla ja pienilld paikallispankeills on oma kevkus-
rahalanos. Raboswsryhmitzymien oealls varsishankiot ja Ihyviditectin tasus howdetaan phbaun
wesusetysts komscrnatasolla

Sucenalzivten pankiorn yhicenlasketul suaminet il pankedlta ovt olloct fatkususts sirenimar
i velat soisille pashedie. Tosin sanoen parkiien viliset markkinat etvilt ole swomalainille pan-
heille keskamabon raboitakoen lahde Kansallialle paskiion vilisilie markkmoilla wasatan lyhytas)-
mm-—mmumummum Likviditeetsn tasa.

whvonia horke cn FXKP o maksvalmmsghijestelmin talletus- ja kiottokoron valisessd hasrukisa.
Jon pankhsmarkhinons kiytethin varsinhankintsan, niin karko oo libell (+ /- mustams basis polot)
cwrhockoron

1 Kamsalisells tasells tebiyjen stressitestion tal vakavarsisuuttakannatiaviutts Koskevien
anatyyvien Iwokret

Rabostowmarkkinosden velvonnasta vastasve vicssomadnen, Finanssivalvonta, snalyscr jathuvasts
somlaeicn pankioon vekaveraiute jn ke myds saRnnOLlisesti omin siressitesiejibin. Vuonne
2010 sedty ewooppalasnon strossiesti e oblut siiben awllistuncelie pankilie ongelmallinen. eika
meilichasn Seomena wimdvitle pankeille, jotha olivat testisall muking osana ulkomaisss pankki-

(ST

Fanansaivalvonnan wesmman smalyyvin mukaan Saomen pankhasokionn kyky kol 1oimintaymps-
e Whiagen tiskeyd on sbllymyt hohtuullisen hyvied Pankkiscktorn yheeenlaskatts |iiketulos
vuoons 2010 ol 2.1 med ewron, jossa on 2 % nousua adellinestd vuodestn, Korkokate supatal kor-
Rojem albaisuaden vaokal, mutts stl kompensod palklootuoctojen ja muaiden ottojen ke Pank-
Lektorin talosts paranes emiten luctonsa hrjuien srvonalentumivien vilbentyiminen. Arvonalen-
mukaet odivet vam 0.26 % Juotso- ja takaus kasnaser, [Arjesthnsdtidmion samisten mblrd on oflue
edelioen bukuves jo s ol vooden lopusss 0,57 % luotio: jn tkcankanmesta Suurimapen pankiien
vakavarsisssiubdelsvat (1112 2010) ovar sbityneot likimdden edolbiven vucden tmsolls i ne olivar
AN 2A% 0 152%

) Resalitaloudelle sumettujen loattojen Kysynth ja tarjonts

Swomalaiten pankicen yritystuomopen milhrd kaxvol vaosina 2007 fa 2008 varsin vosmakkaasti
(129 % 0 150 % odellmenth vuodesta) Talowden tuituman slann yriyaluottojen miiel spaiui
A0, i haevor Jlleen vuonan 2010 (48 %) Yrityshuottojen keskikorko oli vioden 2010 b
posa 248 % Lootokannan supistumines vionna 2000 johia yhiliie yritysten lnvestointion beo-
ey ants vihenemisenth, minkd vuokni yritysten ruboitakosen kysyntd of allut samalin tisolla kuin
whouden kaevun voosma Tomaslia pankit olival ROOBATDOMASN HYANOMAINER varOvaIsem{ii, jol-
Joe paskhace hucdommanon horkomanpmanhit kasvoivat, miki canltasn valkuttl luatiogen kysyeiin,

4V ritysten mabdolbsaus sands riskipdhomas Neomens

Suomessa abotansen enovtivisten yritysten mahdollmusden sada rokirnhaitista (veki sworia ne
Ma emh  Jemosm)  ovel  kamsanvAlisest  tarkassellen  varsin  hyv,  Riskinaholtakeen
vt erikoitument valuiolloet todist Tokes (avistubset ju lainat) ja yaltion ecsyisrshostulue-
1on Finmvers (pakomusygoinbont) tysirybtididensh (Versventire | Aloitusrahasto Vers) kiutia 1



)

whkal Suomesan on useita plilomastjoinusrahmeags (Finnveran siposuskohsecns obevar slueellinet ra-
hastot), Jokn vt orlkoistuneet wlveellimnti pronten j4 ek
ton yritysten padamanibaitukaeen. Lixkkul alkaisen vaihean pldomasioisioiminiae akiivor knnsal-
Tion yricyskiibadystimo-ahpelma {Vigo oljelim)

Kasvuyritysten mahdollswundec sasda pidomarmboitusts ovat rajulliset Yiaityinen phdomanoiiu-
mntkking on sirtynyl yrityksen mychemspiin olinkaartvniheinlin vetdytyen pois alkalsen ja kasvi-
vadheen rubostuksentn, Viltionybtd TeSi osallituu kasvuyritysten yhitytsild
wijoittajis tiydonshviing sipoitagana, Pianvernn yritysraboitas (it tkaukset, k) on howtes!-
tan s yrityseboltustn ehydenthvid. Finnvers vor myoness tilaille yotyksile, jotka rakipitol-
utensn yuokst AvAL e ridtavaati raholtista pankestn, lwotto)a ja tnkaaksia.

8. Arvio Suomesss pilimajannss pikyiln caboitustaltokabin tebtyfen valtion lnvestodntien (kan-
taoxakkeot, hybeddiphhoms jne) mykylseati arvosta

Valtio e ole talouskrisin vookai investoinut calvoltuslaiiosten omaan pliomaan

6. Theton tukijlirjestelmien kiyttidnotosts raholtusalan evalts

Kamissiolle on tehty valtiontuki-itmoitukset pankkien varainhankisnan valtiontaksusta sekd pdi-
amastfaltustoimintas koskevista tukiohjelmista (NS67/2008 ja N329:2009), muits ko tukiohpelmia
ef ole otettu kiyulion.

T Tukben tuvolttviden sanvitismines

Valkka pankit eivilt kiytilineet mokdolliswutta sands varainhankinnalleen valtiontakausta ta: paran-
tan vakavaraisustian valtion merkisenmilld padomatodistuksills, pankkicn nikemyksen mukaan ta
Kifsilitoetit olivat tarpeen ja markitykaelliset. Pelkiinthdn mahdollisuus saada tarvittaesss vt
kea suntol pankkeys vurninhankinnossaat.

Pankkion \arninkankinaan onnistuminen oli keskeinen edaltytys sille, et pankeills ol mahdol -
i rahoittan mxinkhkaitasn. Vallka pankit olivar kriin syvimpind aikoma tavanomainta varovel-
sernpin lwotonanmossaan, katnataval yritykeet elvit ajsutuneet likvidueettisonkinsin. Osabiaan -
Ny viskuttl Finnveran mahdolkisuus myostil subdannelainoga wrveslle pk-yritykaitle, jotka joute-
vint taantuman fukia rhoisisvaibeukuiin,
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1 REAALITALOLS'
500.000 euron tukiohjelma (N224/2009)

1. Arvio tuemsafa yritysten miAristh
Tukus mytnnettiin U556 yruyksello,

1 Pleyrityksille/sanrille yritykailbe my@mnetyw tuen osios
Tukea mydnnettiin

pk-yritykadlle 408 MEUR

wuunille yritykadlle 4.9 MEUR

3. Tuen Jaknutuminen alodteain
Katso twen jaknutumisosts nhoitiam lite 1,

4. Arvio taveitteiden snavuttamisesta

Tilapdssellh 500 000 euron tuelln on ssaviteru hyvin sille asetetut voitleer. Yeityksid on tuen avells saters
solviimbtn kriixin atheuttamists madkkinapuutteista. Voidesn todetn, etsd useiden yrtysten kohdalls teella vor
duan kutson olleen merkitystd investointien Hikkeelle Ishtemisers 4 muun kiketoiminnan kehitthmasen ja yilipr-
thrsiven kannudts, Ja Gith knutta vaikutusta myds toiminasn kssvous |a clpymiseen lowitmantunants. Vadba
volyymit ovat kaikkizan olleet melko pienol, ykaitilisten yritysten kannalta teclls vordean kuitenkin katwos ol
loon vaakutusta,

Tukimuodon hyoty ef ole niinkadn tullat wkimahdollisuuksien laenmmisests yii de nuntms-asetubscus
(19982006) vahvistotun 200 000 euron kynnysarvon, vaan siitil, et tukiohgelmalla oo veu ke vakesksisg
olevia polyjiramiltasn tecvoith yrityksid Hman deh aukimuotos (eli vain normaalio de minimiksen pustieis) o
ko, yritysten tukeminens ofisi oliut mabdollist. Tasataman johdasts vakeuksisse clevan ybtion krtcern
(1.7.2008 alknen) tytri myds moni sellainen yritys, jonka liketoiminta oo ollut terventi cnnce Manbemas ja
Jmuw-muumumd-a’mm—mmmmm—u-m
nachtomen rahoitus korkotiedonannon’ puitteissa olisi puolestasn olbut hinnaltas hyvin kallist.

Mauataloussektori (15,000 curon tukiohjelma) (N141/2010)

1 Arvie teemsanja yritysten mikrisel

Man- 2 pusitarhatabouden + Bukainta kansallista tukes on maksettu yheensd 21,79 mil). sumos. Tukes on st
5 RTH tuensanjos.

' Tilnphisan yhieisdn puitieiden (FUVE €KY, 74201 1) mopalie kosinsolbe (momenat subiobgebm
¥ K amassion tedomant vine- ja diskamttakorkejen mideisbmmsesad sovelletavan meoeteimsn
Turkiskanvisenta (2008'C 14.02)
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1Pk yrityhsdliwsuucilie yrityhsible mynnetys tnes srnns
Tuken an makseit mastakouden slkutsotnton harjolttayille yrityksible, jotka kukki kunhivat K yritybsin.
Thton yrityston tytetakeidratl il likaviihdosta toaeestn o obe, mutte pkdoss nikes snmeists okt k-

royvitysten eyhmian jo tydntekipiiden hikumshhedn porivoiia (alle 10 tydtekishd) Sen haikat on postakin prenil
writybossh [ yRaietiail varsinaios PK yritykosd, Sunirin yrityhaid ol ole tuensgine

1 Toem fabonmtuminen abodttain
Maa- g puntarhutnlows

A Arvio tevilttelden snavuttnniisests

Mua- Jun pustorhatalouden vElinikainen kamsallingn taki kobdensestin tiloille, joille lousknisin vaikutusen o
vioitin volmakkadmin kobdentivan Tuki on omalte osedinan takesut Dlojen talisadellinien wimmisedeliytys.
fens wibymisti §n baotannon |atkamises

Tukassohgelmnn ¢ ole kiytionasi tarvittu, koska viliaiknisen 30000 euron ohjelman perustesiia on voitu
sy Catll tuken myos takauksin

Lyhytaikaiset vientiluottovakuutukset (N258/2009)

Luottovakistus on otewtetiu Finnvern normaalin vientitakuugirjestelmiin ovang Finaveran ylessin riakibackin.
taperustedsiin palgautien Vientisskunstoimsinta on oflut itsekaneattavas Tantut miked eivile ole tikes, v osel-
tan rinkil, jostn perAdn rinkinmibainen tikinsmakeu, Kiytetyt takuntuotieet ovat olleet ientiativitakun,
Iuottoriskatakuw ja ostajaluototaku

1 Arvio tklohjelman hyddyntivien yritysten milieiatd

Yhteensh 119 hakijayritykselle on viosion 20092010 mydnnetty lybytaikaineo vientieakuu vilisikaisen ukioh-
Jetman turvin

1, Pheyrityksibe/suurille yeityksille mySonetys vienthakuiden osuns

Lyhytsth vientitakuista lnsimaibin on vaosing 2009-2010 mybanetty I8 % pheynitykaille ja A2 %a wautille
yritykatlbe.



8 (6)

A Jakautuminen alodteain

TOLaro Tolminln/ TOLnImi N 20002010 Y-omuy
1L Sahatay, pun. ja punontstuolt, valm 24 024 00 210 %
24 Motillien galoatus 23 455 13§ 3%
Tukkuksuppa (pl  moottonajoneivojen s
LE] wooltorpyhrien kiupps 15 408 791 140%
1? Paperin, pupers-, kartonkitson val 11 093 034 10,1 %
| 28 Muiden konoiden ju luittesden valm, 10 390 872 94 %
28 Metallituottelden valmistus 6395 449 S8 %
27 Sahkdlaiteiden valmistus 3 %01 000 IS5 %
|30 Muiden kulkuneuvojen vilmistus 3 440 000 L%
10 Elintarvikkeiden valmstus 2 390 000 22%
2) Muiden ei-metall. miner tuott, valm 1 945 B8 1.8 %
22 Kumi- ja muovituotteiden valmistuss 1 %06 000 1,7%
8 Musu kaivostoiminta js Jouhints 1 440 000 13%
n Muu valmistus 1 309 360 12%
21 Ladkeainoiden jn liikieiden valimistus $50 000 05 %
2 M oneuy. o porfvaun, valm. $50 000 03 %
13 Kan ja lnitt. kor, hwolto ja ssen 435 000 04 %
31 Huosckalujen valmistus 300 004 e3%
a1 Erikoistunit rakennustoiminta 300 000 03 %
61 Televiestineh 300 000 e3%
26 Tietokon, edoktron, opt, mott valm 250 000 2%
20 Kemikanl jo kenainllisten tuott valm 230 000 02%
1 Arkkit - fa ins.paly: tekn. testaus 80 000 0,1 %
118 Nahan ju nabkntuotieiden valmistus 43 000 0,0 %

110 129473 € 100,0%

Toiminlakobtnsessa taulukossa oleva viejien lakumddritiets on katsottava luottamuloellisekal, koake jossakin
todminlakobdinss on viin ykal vieyl

A, Arvie tavoitteiden saavutiamisests

Tilaphiselld Iyhytaiknisten vieottakuiden muknuttamiselia on ssavutettu hyvin sille sseteitu tavolte. Viepdyri-
tyksill on ohin autetiu selvidmddn kricm xib iste markkinapwutieista. Monet viegdyritykset oval kerfoneet
pystyneensi timbn jirpestelyn turvin jatkamaan toiminessnsa. Mustamat yritykaet ovat myds kertoreet, et vas-
1 timin ohpelman avalla bo ovat yiphhtdin pilissot osallistks lottovakuutusmaskkino st

YIS0 miljoonan euron takuut

Kominsic pyysh thetoa yksitikisten tapausten mirkatd, jolssn takuusumma on ylt S0 miljconas ewron. Viatksena
foteamme, ottd Suomessu el obe ollut thlleisia tapaukaia.



500.000 euron tukiohjelma (N224/2009)

suht. osuus
OL-2-markki Jedot Yhieanss %
[0 Tolmiala tuntarmo k| euros 7
101 Kasvinviljely, kotioln- ja risfatalous uki euroa 403 1 K
02 Motsitwlous [@ piamkorjuu ukl 8uroa | 1 4
03 Kalantus s vesviljol uk| euroa %
08 Muy kalvostolminta ja louhints [uki auron 1
09 Kalvostolmintaa pave tolminta ukl ouroa 0,0 %
110 Elintarvikkaiden s uki ouroa 1
1 omien valmisiy Ukl 0Uroa 1 0
13 Tekstiben valmsius ki %
4 Vaatleiden vaimisi. Ukl ouroa 1 ,
Nahan ja nahkatuotiekden valmistus Ukl ouroa 61311 )
16 Sahat ouu- J KorkKIUOUSIen vaim. (pl huonexaiul) [Tkl eurca| 2 B73(
17 Paperin, paper- ja karlonkituotiecen valm stus u 393 a
A nen jo Lallenteden [eatdminen uk 147 908/ 0.3 %
10 Ko wostettujan Oytuotieiden valmistus ul 1 0%
120 kaalien maallisten tuottexien valmstus uk/ euroa 518 J%
21 Ladkeaineiden ja Wakkedan valmstus uki 4 0.0 %
12 Kum- jn muovituatieiden vaimistus owon 4%
23 Mulden ai-metallisten mineraalituotteidan valmistus T : ¥
24 Matall 0slus a5 | euroa 2
28 Matallituottaidan vaimistus (pl. koneat ja (atieel) ﬁgu 4
)0 d 0f m. eurca .5 %
ki auroa 09 %
Ukl 8uroa 45%
valn] Tuki suros 0.5 %
Ukl suroa’ 1 1.6 %
[31 Huonokakugon valmistus Ukl euroa [
valmstus uki euroa 10%
(33 Koneiden jn niloioen Koraus, Moo (@ aeennun ukil eurca 437 069 10%
35 Sahko-, kaasu- ja lampohuolto, jaahdytyshiketoiminta Fukl euros [1A] 0
36 Voden ofto, pundistus |a jakelu ukl ouros 00%
37 Viemari- lavesihuoito uki suros L0 %
38 Jitteon keruu, kasttely ja loppusijonus: uki euroa 104 725| 2%
30 Maaperin Ja vesistojen kunnonbus, ymparisinhi 71 483 2%
41 Talonrakentaminen Tuki ouros 8%
42 Man-: [ vesirakentarminen Tuki ewos 104 800 0.4 %
43 t touninta uki euron 1 857 851 34
45 Moottor| Spyirien kaupps sekl & [uk) ouroa 543 7%
46 Tukkukau s o kiuppa) | Tuki euroa %
47 Val . m i wki suroa %
40 Maalilkenne ja putkijohtokuljetus ukl ouroa )
50 Voulllkenneg Uk ouroa u
[51 Timalianne ukl suroa 1%
52 Varastointi ja likenoelts palveleva toiminta Ukl euroa %
1 o kursedol Ukl suron %
Ukl suroa %
Tuki auroa 4%
Fuki ouroa %,
atuotanto, aanitt. ja musiikn kustant [ Tuki euros %
uki auroa 0%
62 Ohjall Konsutoint ja sliben loiminia Tukl euros A%
I03 Tietopaivelutoiminta Tuks euroa 9%
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Appendix 2

Personal communication with the Finnish state aid authority
Request:
Dear Sir or Madame,

I am Henrik Neth and currently writing my master thesis at the University of Gothenburg about the
effects of state aid on regional resilience in the EU during the last crisis. Because Finland was granted
its temporary state aid framework for the real economy by the DG Competition of the Commission
(for example in the Commission case N224/2009), it was required to monitor and annually report the
distribution of state aid (in the aforementioned case in paragraph 2.9. in the decision text). The records
in English must be maintained for 10 years by the individual states, and the due date for these schemes
was the 1st July 2008. Thus, it should still be available.

My request now is, if you can provide me with these documents? | do not need names of individual
recipients, as the decision text also states that those reports do not contain any business secrets. | am
therefore only interested in the supported sectors and the NUTS2 regions where aid was granted.

Kind regards,

Henrik Neth

Answer:

From: |G Gt i
Sent: Montag, 30. April 2018 14:32

To: gusnethhe@student.gu.se

Subject: State aid monitoring report

Dear Henrik,

Please find attached Finland’s report to the European Commission regarding temporary state aid due

to the financial crisis in 2009-2010. Unfortunately, the report is available only in Finnish.



The report contains confidential information (number of export enterprises) that has been hidden in the
file attached.

Kind regards,

|
I

Senior Specialist

Enterprises and Regional Development Department
Ministry of Employment and the Economy

P.O. Box 32, FI-00023 Government, FINLAND

Office: Eteldesplanadi 4, Helsinki

Tel. NN
I tem. i



Appendix 3

Country data
Country Magnitude | 2009 GDP | Mean Euro | 2009 GDP | Available Aid as
level in constant | to Dollar in € aid 2009- percentage
US$ Exchange 2011 of 2009
rate 2009 GDP
BE 5.43 470.6 1.33 353.8 8.1 2.3
BG - 50 1.33 37.6 0 0
cz 5.65 202.9 1.33 152.6 1.1 0.7
DK 6.15 316.1 1.33 237.7 0 0
DE 6.07 3283 1.33 2468.4 29.6 1.2
EE 7.81 19 1.33 14.3 0.2 1.4
IE 7.26 218 1.33 163.9 0.4 0.2
GR 5.88 316.7 1.33 238.1 4 1.7
ES 5.67 1431 1.33 1075.9 2.5 0.2
FR 5.32 2596 1.33 1951.9 0.6 0.03
IT 6.13 2090 1.33 1571.4 0.4 0.03
CY 4.86 25.2 1.33 19 0 0
LV 8.15 24.7 1.33 18.6 0.6 3.2
LT 7.47 36.5 1.33 27.4 0.1 0.4
LU 6.48 50.7 1.33 38.1 0.5 1.3
HU 6.34 130 1.33 97.7 9.7 10
MT 5.09 8.4 1.33 6.3 0.04 0.6
NL 5.76 824.8 1.33 620.2 0 0
AT 5.7 384.5 1.33 289.1 10.2 3.5
PL - 462.6 1.33 347.8 0.3 0.1
PT 5.33 233.9 1.33 175.9 0.8 0.5
RO 6.36 169.4 1.33 127.4 0.4 0.3
Sl 6.66 47.4 1.33 35.6 1.3 3.7
SK - 85.2 1.33 64.1 0.4 0.62
Fl 6.67 240.6 1.33 180.9 0.5 0.3
SE 6.28 460.8 1.33 346.5 1.3 0.4
UK 6.05 2400 1.33 1804.5 10.1 0.6




