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INTRODUCTION

FOUNDATION is an Interreg Europe funded SME Competitiveness projbcingsitogether

nine partners in a consortium led by Cork Institute of Technology from 1/08/2019 to
31/07/2023. Presently, across Europe, public bodies are pressed by an increasing need to
provide preparatory support to the economic ecosystem in advantkeotlosure of anchor

firms in their region which act as significant employers. The impacts of a closure of course go
beyond direct employees and ripple, wave like throughout the regional services sector and
economy. Management of such anticipated structural change requires proactive renewal of
business approaches and policy supports. Regions are encouraged to introduce pilot projects
based on their own strengths and to provide appropriate business supports for the re
alignment of the regional industriablse. This proactive approach by regional stakeholders is
critical to building the resilience of these regions and enabling them to adapt to change.

The importance of SMEs and stags to the regional economy is widely recognised in terms
of the provisionof employment, contribution to GDP, driving innovation and supporting
regional resilience. It is imperative that the relevant regional stakeholders keep informed,
inspired and equipped to provide the appropriate SME and starsupports, particularly in
regions anticipating structural change.

FOUNDATION links its project partners to develop Regional Action Plans and an overall
Framework and Roadmap for Anticipated Structural Change. It is imperative that industry
players, business support organisations grolicy makers understand how their ecosystems
work and when faced with shocks (firm closures) to collaboratively develop alternative
growth and employment through supportive policies and programmes to boost SME
competitiveness. Key project activities lued the exchange of experience and learning
through interregional events (4 workshops, 4 seminars and 9 study visits).
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ECONOMIC RESILIENCE ACROSS EUROPE

The 2007/8 economic crisis was the most severe shock to global financial markets since the
great depression in the 193@ordo and Landohane, 2010; Barranco and Sudria, 2012)
Following the crisis there was a-eenergence of interest in how regional economies respond

to and recover from economic shocks (Martin, 2012; Fingleton, Garretsen arioh V2AY12;

Martin and Sunley, 2015; Doran and Fingleton, 20T@)e term resilience in economic
geography refers to the ability of a region ‘to anticipate, prepare for, respond to and recover
from a disturbance’ (Foster, 2007; 14)here are three main conceptualisations of resilience;
engineering, ecological, and evolutionary. Engineering resilience is an equilibrium based
notion of how an entity or system is plunged into disequilibrium, and off its steady state,
following a shock and can defined ‘*hoast the variables return towards their equilibrium
following a perturbation’ (Pimm 1984: 322). The concept of ecological resilience can be
defined as the ‘the persistence of relationgfiwithin a system and is a measure of the ability

of these systems to absorb changes of state variables, driving variables, and parameters, and
still persist’ (Holing 1973: 41). The region may settle on an inferior pathsbosk or recover

and assume auperior path posshock.

However, these two forms of resilience have been criticised as too limiting and evolutionary
resilience has gain significant focus in recent years. Martin and Sunley (2015) introduced such
a conceptualisation of resilience ddfig it as a changing process that is adaptive. The
adaptive capacities are based on the ability of the region to resist, reorientation, and recover
following shocks. Martin and Sunley (2015:13) defined ‘adaptive resilience’ as ‘the capacity
of a regional o local economy to withstand or recover from market, competitive and
environmental shocks to its developmental growth path, if necessary, by undergoing adaptive
changes to its economic structures and its social and institutional arrangements, so as to
maintain or restore its previous developmental path, or transit to a new sustainable path
characterized by a fuller and more productive use of its physical, human and environmental
resources’.

There are four broad ways of measuring resilience; (i) caseestufi) indices of particular
regions in a descriptive discussjdiii) Time series analysis focusing on the evolution over
time, (iv) causal economic models. In this overview of regional resilience, it is the final
approach, causal economic models,igrhis employed. The conceptualization of Martin and
Sunley (2015:13) and Martin et al (2016) is employed to assess the resistance and recovery of
regions following the 2007/08 economic crisis.
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Figure 1: The resistance and recovery of European Regions to the 2008 economic crisis
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In Figure 1 the left hand side shows the resistance to the 2008 economic crisis while the right
hand side shows the recovery following the 2008 economic crisis. In both instances the darker
red colour shows that that region performed relatively better than the European average at
resisting the shock (in the left figure) or recovering from the impact of the shock (in the right

figure).
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COMPETITIVENESS OF SMAND MEDIUMSIZED COMPANIESI REMOTI

AREA

FINLANDQULY — NORTHERN DEVELOPED ECONOMY

TheUniversity of Oulis the Finnislpartner representing Pohjois It&Suomi (North and East
Finland. The region is defined in Nomenclature of TeriigbitUnits for Statistics (NUTSas
NUT&-level CodeFI1D Overall, Finlands northern, remoteand sparsk populated. This is
particularly true in North and East Finlandncludingthe Oulu regim. Comprised ofvery
sparsely populated remote aredisat spanmore than 2368000 km2, this part of Finland is
home tojust 1.3 million people. It thus covetsvo-thirds of Finland’dotal land mas$338465
km2), ye is home toless than a quarteof the country’spopulation of just over5.5 million
(Statistics Finland 2021)orth and East Finlanite at the veryedge of Europg2,5003,000
kilometresfrom Europe's coreMost of the region'sieighbouringareas—in Sweden, Norway
and NorthWestern Russia— are lessdeveloped Ministry of Employment and the Economy
2021) Travel connections, especially airparésethusessential forts industry. Finlandis one
of the most sparsely populated countriestime EU it is home to an average of ju$B.2
persons per sckm, including in the capital regiaf Helsinki. Noith and East Finland comprise
the country'smost sparsely populatecegion, with anaverage population densityf just6.3
people per sg. km.

Finland'spopulation is concentrad inthe capital region and in the biggest universstties

(e.g. Kotavaara et a2012; Spiekermann et aR015) Finland has a developed econonay
43,563 € GP per capita (Statistics Finland 2018also has &ighly educated population—

with the third highest share of tertiary education in Eurqpdter Luxembourg and Ireland
(OECD 2021). Finldaadeconomy has competed globally with great success. The country's
international competitiveness rankindgnas long been excellent ardeven as it has
experiencedh decline in competitiveness recent years— Finlandwasstill 11th in the2019
World Economic Forum¢dobal competitiveness rankir§chwat2019).In innovationdriven
economies, businesses are knowledgeensive, while efficiencgriven economies rely on
economies of scale (see Schwab 2019). Finland is an innovation driven economy and ranks
high among innovation indexes. For example, in 2020, Finland rariked the Global
Innovation Index (&) among the 131 economies listed in the report arftlénong the

1 https://ec.europa.eu/eurostat/web/nuts/background
2 https://lwww.wipo.int/edocs/pub—docs/en/wipo_pub_gii_2020/fi.pdf
4
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European countries. However, entrepreneurship indexes show somewhat mixed results;
According to World Bank Ease of Doing Busi&swsre,Finland ranks 20and is among the

best performing countries. Moreover, Finland rankd' 1dght behnd Sweden, according to

The Global Entrepreneurship Index (GEI, Acs et al. 2019). However, according to according to
World Bank New Business Densiyew registrations per 1,000 people ages@d statistics,

Finland has a lot to improve. Although, Fimdascores higher than European Union average,

it lags its nearest EU neighbours, the Nordic Countries and Estonia. There seems to be a social
disconnect in social values related to entrepreneurship in Finnish context; According to GEI
nearly 83% of the population believe entrepreneurs have high status and consider it as a good
career choice; yet very few Finns end up starting up their own business.

Since the late 1950's, Finland has experienced a strend toward urbansation. While this
occurred markedlyater thanin other Europ@an countries Finland nowclearlyhasa post
industrial economyand a serviceemphasigng employmentstructure (OECD 2018Across
Finland 86.4 % of the population ligen urban areasnd economic activity and employent
are even more concentrated in the citids the Oulu region84.0 %are urbandwellers Ths
study'sfocus area is theural NivalaHaapajarvi region (Figure 1), whegusst 60.6 % ofthe
population live in urban areas (Statistics Finland 2019)

3 https://data.worldbank.org/indicator/IC.BUS.EASE.XQ?most_recent_value_desc=true
4 https://data.worldbank.org/indicator/IC.BUS.NDNS.ZS?most_recent_value_desc=true
5



THE NORTH &AST FINLANPOHJOISA ITASUOM) — NUTS2REGION

To provide insights into the
impact of past shocks on thi
region's economy—and its
relative resistance and recover
following theseshocks—Figure 2
presents an analysis of the GDP

Figure 2: Regional Resistance and Recovery to
the 2008 economic shock
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The proportion of the
workforce employed across
sectors in the Pohjoiga Ita-
Suomi regionis very similar to
that of the overall Finish
economy. Yet slightly more
people are employed in the
agriculture,  forestry and
fishing and public
administration sectors of the
region's economy A lower
proportion, in contrast, are
employed in the region's
information and
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communication and financial and insurance activities sectors.

Figure 5 Age profile of region
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The age profile of th€ohjois ja
[t&-Suomi region is very similar
to the national average its
average ageis just one year
higher than nationwide. Yetthe
proportion of older individuals
increasing with a population
spike over the age of 45. This is
a national trend yet it suggests
potential issuedor the region,
relating to an aging workforce.
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Figue 6 compares Pohjcia _ _ _
Ita--Suomi to the national Figure 6 Proportion employed in
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with the national average anc
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Table 1 below, presents a brief comparison of the regions participating in this project.
Significanwariations can be observed across the regiensth the Southerrregion of Ireland
standing out for iteexceptionally high levelsf GDP per capita and higach employment.
Poland'sPodkarpackie regiohasthe lowest GDP per capitavhile Lithuania'sViduro ir
vakaru Lietuvos regionabas the lowest level of higtech jobs as a proportion of
employment.

Table 1: Comparison of Study Regions

Region GDP-2017 High Tech Empo-2018
FI1D- Pohjois ja It&Suomi 33,800 4.10%
UKD3 GreaterManchester 30,500 5.00%
IEO5- Southern Region 74,700 7.40%
LTO2- Vidurio ir vakaru Lietuvos regioni 12,400 1.50%
PL82 Podkarpackie 8,500 2.10%
HU22- NyugatDunantul 13,400 3.90%
AT31- Oberosterreich 43,100 3.00%
ITC2 Valled'Aosta/Vallée d'Aoste 35,200 3.30%
ES62 Region de Murcia 20,600 1.60%
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OULU REGIOMWUTS) AND NIVALAAAPAJARVI SYREGIONLAU1)

The study case dhe NivalaHaapajarvi susegion forms part of the Oulu region(i.e. the

county of Northern Ostrobimia). This, in turnjs part of North & East Finland at ti¢UTS2
level alongwith six other regions or counties AlUTS3evel For exampleat its longest, the
driving distance lroughthis sparsely populatedegionreaches1200 kilometres. Th©ulu

region had 412,830 inhabitants in 201%cross a landirea 0f36,80 kn?, resultingin a

population density ofust 112 peopleper kn?. The region'population hasgrown steadily
each yearfrom 1990-2019.1ts populationis relatively youngthe average age 405 and

19.2 % of peoplare underthe age ofl5. The region's share of foreign citizengust 2.2 %
and nearlyhalf the population(49%)livesin the same municipalityn which they wereborn;

most localsare thusvery committed tatheir region

The pivate sector provides 59.3 % of @lbsin the region and 10.1 %f those employed are
entrepreneus. The municipalities, state andmajority-state-owned companies provide
another36.1 % othe regioris jobs. Economic development plans fahe Oulu region have
beenfocussedaround large firms and clusters of firpsmichfirms are significant producers,
employersand investors (Ahokas, 2010; Simonen et al., 2020).

The city of Oulu ithe provincial centre andhe region's onlyargercity (Fig 1.) Th®©ulu city
region is thekey driver ofpopulation growth nearlyhalf the region'spopulation livesin the
city. The rest of the population is mainly located in the southern half of the regidthin a
dense network of small towns and rural settlements thate a low cental place hierarchy
(Fig 2). Th®ulu region has been regarded as a significant area of inlmovahd offers high
guality education (University of Oulu, Oulu University of Applied Science) and expéhise
is especiallytrue in the fields of technology— namely, the IT and software industries-as
well asin metal and forestbased industries (Cmcil of Oulu Region 2019). It is an expertise
filled, global and viable businedsiven regionwith the city of Oulu at the centre of its growth
(Council of Oulu Region 2019).

TheNivalaHaapajarvi sulsegionis locatedo the south of theOulu region It consiss of five
predominantlyrural municipalitiesHaapajarvi, Karsamaki, Nivala, Reisjarvi Rylagjarviln
contrast to the Oulu regionthe population of the Nival&taapajarvi sulsegion hasbeen
constantly decreasingnainly due to negative nehigration(Table2). The egion has dower
education level tharthat of eitherFinland orthe Oulu region overall The percentagef the
population that has receivetligher education (11.2 %) is about half the regional average
(20.8%) (Statistics Finland 2021Agriculture, forestry and fisherycomprisel42 % of the
jobs at thissubregion contrasting with much lower averages at the national and regional
levels
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Table 2. Population dynamics ahe levels of Finland,the Oulu region andthe Nivala
Haapajarvi sulsegion in 2000-2019(Statistics Finland 2021)

Year & Nivala -
. Finland Oulu region Haapajarvi sub -
period )

region

2000 5181115 372,639 32,530

(N) 2010 5375276 398,335 30,455

2015 5,487,308 410,054 29,371

Population 2019 5,525,292 412830 28,074
average 2000-2010 0.4 0.7 -0.6
change per 2010-2015 0.4 0.6 -0.7
year (%) 20152019 0.2 0.2 1.1
Annual net 2000 0.05 0.2 -1.1
migration 2010 0.3 0.01 -0.9

-10-
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shalre of 2015 0.2 -0.1 -0.8
population
(%) 2019 0.3 0.03 -1.1

INDUSTRIAL RESTRUCTURING IN THE MXAPAJARVI SYREGION

As the study casehé NivalaHaapajarvi susegionisinteresting,a predominantly rural area
that still hostsmetal and manufacturing industrieend exporting companied he industry
sector provided 15.2 % of all jobs in the gelgion in 2018, whicis relativay highfor a rural
areaandwell over the national averagef 12.8 %(Statistics Finland 2021IThe subregionhas
had a strong mining sectgproviding2.7 % of aljobs Yet, following theunexpectedclosure
of the Hitura mine andhe lossof over 100directjobs, the subregion is experiencing another
structural changethis one anticipated:fe closure of theignificantiarger Pyhasalnmine,
which produced zinc and copperPyhasalmmine has beena significant economic driven
the region,not just in terms of the jobs it has directlgreated but through its impact on
employment in the services sector. In 2018, thime aloneprovided about 240 direct jobs
equallingl4 % of all jobs in the town &fyh&jarviown—and hal aremarkablemultiplicative
effect on the town'sservice sectgras well as itpublic economyWhile reuse activities for
the mine site are both planned and already underway, tlediect cannot yetbe directly
evaluated.Overall, although the sulegion is losingpopulation companies and jobshe
regional economy is growing by the growth of the remaining compaml@smeans thamnot
just the region'selative numbersbut alsoits absolute economic numbeyare growingwell
(Table3)

In a regional survey targeting smalénd mediumsized enterprises (SMES) in Northern
Finland, Hanninen et al. (2018) found that these companies were segiomgh either in
domestic business (43%) or in terms of employees (3%86)one out of seven SMEs was
aimingat growth in exports. Thus, gpite of their peripheral location, many small companies
are aiming at international success; companige theseare important for towns like
Pyhajarvi, especially at a time of structural change

Despiteits beingarural region vihose already sparse population isdeclire, it also houses
one of the Finland's largest technology paikitek, in Nivala.Hosting 100 companies, Nitek's
key strengths arés flexibility and welfunctioning low threshold suppodervices|t offers—

all on the same premisestechnology servicesbusiness and economic development
services anda unit ofthe University of Oulealledthe Kerttu Saalasti instituteyhich is an
international research institute with a mission to provideidencebased knowledge and
education on micreenterprises and their operating conditions.

-11-
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Figure 2. Urban and rurséttlement structure by £1 km population grid celsnddistribution

of jobs andunemployment raten the Oulu region.

-12-



FOUNDATION

Interreg Europe

1

European Union
European Regional
Development Fund

lysis

Table3. Change in the number, employment and turnover of companies and their branches
at the levelsof Finlandthe Ouluregion andhe NivalaHaapajarvi suvegion.

;gﬁ(r)g‘ Finland Oulu region N'Viﬁ; I_—::g&agarw

2013 389,578 24,691 2,508

Companies (N) 2015 391,512 24,777 2,455
and 2019 400,346 25,861 2,390
branches change  2013-2015 0.5 0.3 21
(%) 2015-2019 2.3 4.4 -2.6
2013 1,472,245 94,201 6,126
(person - 2015 1,422,013 92,547 5,863
Employees years) 2019 1,524,397 100,569 5,741

change

(%) 2013-2015 -3.4 -1.8 -4.3

2015-2019 7.2 8.7 2.1

2013 393,947 19,560 980

(M€) 2015 379,766 19,763 983
Turnover 2019 442,759 24,231 1,064
change 2013-2015 -3.6 1.0 0.3

(%) 2015-2019 16.6 22.6 8.2

-13-
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KEY POLICY PLAYERS IN THE OULU REGION

This section describeésow the policy ecosystem is connected in the Oulu region and how
collaboration occursrounddifferent schemes, initiatives and programm@ke information
for this chapterwasadapted from Struturalfund.fi &he Council of Oulu Region webpage

A single structural fund programme is being realisdtroughout mainland FinlandThis
programme will include both European Regional Development Fund (ERDF) and European
Social Fund (ESF) activities. Finland's structural fund programme includes five policy lines that
specifically support the competitiveness of SMEs and employnnsscutting themes
includethe promotion of a lowcarbon economy, sustainable developmetd parity and
equality between the sexes. The structural fund programme will putisei®@bjectives of the
Europe 2020 strategy.

Sustainable Growth and Jobs 282820—Finlard's structural funds programme—hasfive
priority axes and 13 specific objectivé®rth and East Finland comprise one of the country's
least favoured regiom Due tothe area's specific geographical challengesl development
possibilities—along with itsaging population structure and population declinerossbroad
areas—two-thirds of allstructural funds are focussesh this regionthat is inhabited byess
than onefourth of Finland'population.

Yetthesesparsely populated areas have significant development potefitiase include, for
example the sustainable utilisation of natural resourcesd the application of arctic
technology and expertise throughout Eurepas well agnabingthe region itself to benefit

from new global accedslity and transport optionskinancingfrom the structural fundsis

thus focussed on leveraging these areas of potentiaé regional plan for thBlorth & East
Finland supplements the national Sustainable Growth and Labour structural fund programme
andprovides details on how the programme will be realised mithe region The regional

plan highlights thespecial characteristics of the region, atglkey priorities in terms ofthe
programme's realisation.

The aea-specificrealisationthat takes place in counties (NUT$8)ased on the regional
programme this is further specified in the regional programme's implementation pkdh.
countieshave their regional councilsin which all municipalitiehave members(with the
number ofrepresentativesdependenton the number ofinhabitantg. The regional council
holds the highestdecisionmaking power, and ech regional management committee
coordinates structural fund activities throughout their own region. Sheommittees also
monitor and supervise the systematic realisation of structural fund programmes. The
members of a regional management committee comprise representatives from different

-14-
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trade unionsand from the region's largest municipalitiesalong with other regional
authorities

The developmentpriorities (table 3) for the Oulu region have been defined inNorthern
Finland's ERDF programmigiective diagramme fo2040, entitledNorth Ostrobothnians are
creating the futuré The aim igo develop Mrth Ostrobothnia into an expertisefilled,
international and viable enterprisériven region with Oulu, the north's largest urban area as
its centre. The North Ostrobothnia region is characterised by wellbeing, a high standard of
living and biodiversity

Figure3. Strategic priorities by council of Oulun regidfinistry of Employment and the
Economy).

5 https://www.rakennerahastot.fi/web/en/northestrobothnia
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