
   

 

CHARLES UNIVERSITY IN PRAGUE 
FACULTY OF SOCIAL SCIENCES 

Institute of International Studies 

 

 

 

 

Master thesis  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

2017     Roland Arbesleitner 



   

 

CHARLES UNIVERSITY IN PRAGUE 
FACULTY OF SOCIAL SCIENCES 

Institute of International Studies 
 
 
 
 

 
 
 
 

Roland Arbesleitner 
 
 
 
 
 
 

On the Role of the Manufacturing Industries 
in Economic Resilience  

 
 

Master thesis 
 
 
 

 
 
 
 
 
 
 
 

Prague 2017 
 



   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Author: Roland Arbesleitner 

Supervisor: Mitchell Young, PhD 

 

Academic Year: 2016/2017   



   

 
 

Bibliographic note  
 
Arbesleitner, Roland. On the Role of the Manufacturing Industries on Economic 

Resilience. Master thesis. Charles University, Fakulty of Social Sciences, Institut of 

International Studies, Supervisor Mitchell Young, PhD. 

 

 

Abstract  
Economic resilience has recently enjoyed increased popularity in academic discourse, 
especially after the 2008 Global Crisis played havoc across the globe, but is as of now 
still in its infancy: A commonly agreed upon definition is yet to be found, and papers 
devoted to this concept are still rather scarce.  
 
It is commonly known that the manufacturing industries in European economies have 
generally been in decline for decades, and that they have primarily been replaced by the 
services sector. It has however been argued in the past that due to relatively high sunk 
costs, there is increased incentive for investors to keep manufacturing enterprises afloat 
during difficult times as long as possible, making them less likely to go out of business 
compared to others, thereby minimizing the initial blow of an economic shock to the 
respective economy and subsequently foster recovery. These assumptions are being 
examined in this paper by analysing data from the EU-28 starting at the outbreak of the 
2008 crisis until 2015, followed by an investigation of individual economies in greater 
detail. 
 
The results show that more industrialised economies tend to have fared better during the 
crisis years and also managed to recover sooner. 
 

 

Abstrakt 
Téma ekonomické odolnosti se poslední dobou těšilo popularitě v akademických 
kruzích, zvláště poté, co celosvětová krize v roce 2008 spustila paniku po celém světě. 
Od té doby je tohle téma stále ještě v plenkách: dosud není sjednocená definice a 
vědecké práce věnované tomuto konceptu jsou stále vzácné.  
 
Je všeobecně známo, že výrobní průmysl je v evropských ekonomikách po celá 
desetiletí na poklesu a že ho primárně nahrazuje odvětví služeb. V minulosti se však 
tvrdilo, že kvůli poměrně vysokým ztraceným nákladům je pro investory lepší, aby 
udržely výrobní podniky v těžkých časech naživu co nejdéle, čímž je méně 
pravděpodobné, že v porovnání s ostatními podniky zkrachují. To minimalizuje 
počáteční ránu z ekonomického šoku pro příslušné hospodářství a následně podpoří 
ekonomické zotavení. Zejména posledně jmenovaný předpoklad je v této práci zkoumán 



   

analýzou údajů z EU-28, počínaje vypuknutím krize v roce 2008 až do roku 2015, po 
které následuje podrobnější opis jednotlivých ekonomik. 
 
Výsledky ukazují, že více industrializovaným ekonomikám se v průběhu krizových let 
dařilo  
lépe a podařilo se jim také rychleji zotavit. 
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The manufacturing sector has undergone massive changes in EU-member states 

throughout the years following World War II. With the increased importance of 

the service sectors came the de-industrialisation of vast parts of Europe, leaving 

only a few European countries with considerable degrees of industrialisation. 

Since a trend to re-industrialisation has recently set in in parts of the world, it 

stands to question what role the manufacturing industries have in present-day 

Europe. In my dissertation, I want to focus on the impact the manufacturing 

industries have on EU economies. More precisely, with regard to recent global 

crisis, I want to investigate whether relatively more industrialised countries 

proved to be more resilient against economic shocks than others. 

 

The dissertation features a quantitative part for the evaluation of the impact of 

the manufacturing industries on economic resilience as well as a qualitative part 

based on both, raw data and existing literature. The data for the two parts can be 

provided by databases such as World Bank, IMF or Eurostat. 
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Introduction 

Resilience as a term is generally associated with ecology, but has throughout the 

years been adopted in a variety of fields ranging from psychology to 

organisational studies and research on system safety. Unfortunately due to a 

missing uniform description of the term resilience itself, a rich accumulation of 

varying definitions depending on field and author has emerged over time, 

differing not only in details, but also in scope. What all of them have in common 

however is the notion of resilience describing the ability to withstand changes to 

the environment or shocks, respectively to change and adapt to a new condition 

(see for example Holling 1973; Walker et al. 2004; Bonnano 2004; Wieland and 

Wallenburg 2013; Wilkinson et al. 2016; Holznagel, Woods and Leveson 2006). 

 

Even though vulnerability has been researched by economic scholars for some 

considerable time already. One of the first papers in which resilience has been 

used in the context of economics was published by Douglass in 2000 in his work 

on the Asian financial crisis and its context in globalization. It took however yet 

another crisis for economic resilience to became a somewhat prominent research 

topic: Especially in the wake of the 2008 financial crisis researchers found 

increased interest in economic immunity to and recovery from financial shocks, 

which resulted in resilience having been slowly but gradually adopted in 

economics (see for example Duval and Vogel 2008, Briguglio et al. 2009, 

Hartwell 2011, Martin and Sunley 2015, Caldera-Sánchez 2016).  

 

Despite the progress in recent years, it can not be denied that research on 

economic resilience is still rather infantile. This also reflects on the wide range 

of definitions provided by different authors, as had for example been pointed out 

by Briguglio et al. (2006, p. 7), who argued that even though the term resilience 

comes from the Latin word ‘resilire’ (meaning ‘to leap back’), it has taken in 

three overall bearings in the context of economy: First, to recover quickly from 

an economic shock; second to withstand an economic shock, and third to avoid 

being affected by an economic shock in the first place. 
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Over the years, authors publishing on economic research have used a variety of 

mixtures of these definitions that may include all of the properties described 

above, or just a selected few. In 2016 for example, Caldera-Sánchez et al. based 

their research on a definition of economic resilience explained as ‘capacity (...) 

to reduce vulnerabilities, to resist to shocks and to recover quickly’, which 

broadly covers the first and second element described by Briguglio (2006).  

 

In this paper however the approach has been further narrowed down: The focus 

lies mainly on the latter part of the characterization given by Caldera-Sánchez 

(2016) on a macroeconomic level. More precisely, this work centres on what 

Hallegatte (2014, p. 4) describes as dynamic resilience, i.e. ‘the ability to 

reconstruct and recover quickly’. This paper’s primary concern is therefore the 

speed of recovery, which naturally also requires a brief examination of the 

ability to mitigate the severity of the impact of economic shocks, which 

Hallegatte (2014) refers to as instantaneous resilience. 

 

The reason for this narrowing down of the definition is first and foremost to 

identify whether a chosen parameter (in this case the share of the manufacturing 

industry in an economy) potentially has an effect on the ability of said economy 

to recover at a faster pace than others. On a side note, there is also the idea that 

complete immunity against economic shocks may not even be fully desirable in 

the first place and could even be disadvantageous for the development of an 

economy in the long-run. The reason for that is what has been described as 

cleansing effect economic shocks might have on an economy by forcing less 

productive enterprises out of the market. Previous research referred to this effect 

as ‘creative destruction’. This does in itself however not impair the birth of 

companies. Quit the opposite, it allows for resources to be freed up for new 

enterprises that are better adjusted to a new environment (Bresnahan and Raff 

1991, Bresnahan and Raff 1992, Caballero and Hammour 1994). Even though 

that does make economic shocks by no means desirable, it raises the question 

whether a full immunity against said shocks would be beneficial in the long-run. 

This is, however, a far-reaching discussion on its own and therefore not subject 

of this paper. 
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This dissertation focuses first and foremost on the role of the manufacturing 

industry in economic resilience, specifically in the inter- and immediate post-

period of the 2008 financial crisis. Companies in the manufacturing industry 

generally tend to go out of business less quickly than for example those 

belonging to the service sector. This phenomenon has been explained by the 

high degree of sunk costs, which is considerably higher in manufacturing than in 

other industries. Bresnahan and Raff (1992) found that as a result, these 

companies were kept afloat longer than those with a relatively high share of 

recoverable costs, as would be typically found in other sectors.  

 

This finding was further supported by studies conducted by the Organisation for 

Economic Co-operation and Development, which first of all found that during 

the latest global crisis, the death rate of companies with at least one employee 

(referred to as ‘employer enterprise’) increased notably starting with the 

emergence of the first signs of the unfolding crisis in 2007. They further found 

that these death rates were consistently lower in the manufacturing than in the 

service industries (OECD 2013, OECD 2016). 

 

Data retrieved from Eurostat supports these findings: Examining data on 

business death rates in the member states of the European Union reveals that 

from the point the global crisis started to hit Europe with full force in 2008 

onwards, this rate has been consistently lower in the manufacturing industries 

than in the overall economy. A detailed breakdown of how the term 

‘manufacturing industries’ is used in this paper and what exactly it comprises is 

provided in chapter 2.1 - The Manufacturing Enterprises. 

 

Annual business death rate in percent, EU-18 

 2008 2009 2010 2011 2012 2013 2014 
All Enterprises 9.2 9.5 8.9 9.3 9.0 10.1 9.5 
Manufacturing Enterprises 7.6 7.8 7.2 7.6 7.5 8.1 8.1 
Source: Eurostat 
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At the same time, the overall churn rate (the sum of enterprise birth rate and 

death rate over a given period) of employer enterprises proved to be higher in 

services than in manufacturing, which indicates an overall higher degree of 

fluctuation. In more detail this indicates that birth rates to be higher in services, 

but this effect is at the same time being offset by y relatively higher death rate. It 

also needs to be noted that in the course of the 2008 financial crisis, the churn 

rate has decreased significantly, primarily because of declining birth rates, while 

death rates have increased. These findings were consistent throughout all 

countries the OECD has analysed (OECD 2013, OECD 2016). 

 

This comparison of birth and death rates of manufacturing and service 

enterprises during and after the 2008 crisis indicates that in general the former 

appears to be more resistant against economic shocks than the latter. By not 

going out of business as quickly in the first place, companies in the 

manufacturing industries appear to consequently contribute relatively more to 

the recovery of any given economy compared to others, thus increasing recovery 

speed. This idea is at the heart of this dissertation and will be investigated further 

on the subsequent sections.  

 

In order to gain meaningful insights into the effects the manufacturing industry 

had on crisis recovery, it had been found advantageous to investigate and 

compare the faith of the 28 member state of the European Union particularly 

during and after the 2008 crash and the subsequent years for the following 

reason: Firstly, the countries belonging to this area form one economic area and 

have therefore been hit rather simultaneously by the shockwaves sent out by the 

falling financial market of the USA (Pop 2009), thereby making the results more 

easily comparable. Secondly, even though these countries formed a common 

economic area when the economic turmoil hit the continent, each single member 

state exhibited a very specific economic situation before, during, and after the 

crisis by featuring unique an economic, legal, and cultural situation that was 

never completely identical to that of any of its peer countries. It is precisely 

these differences that render this analysis so interesting, by producing diverging 

results despite the close economic union.  
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This provides the possibility to investigate the speed of recovery in a group 

sharing a relatively close economic and political cooperation with similar 

standards and economic models, while individual members still had enough 

leeway to act and react on their own accord. A special position in this regard is 

taken in by Croatia, which has not been part of the European Union at the time 

of the outbreak of the 2008 financial crisis. Even so, the country had already 

been an EU candidate state for considerable time at this point and had therefore 

already benefited extensively from close pre-accession aid granted by the 

European institutions. Additionally, the country had enjoined considerable 

political, administrative and financial cooperation and assistance for years. 

Given Croatia’s progress that has been achieved before the crisis swept over 

Europe and the development that followed throughout subsequent years, the 

county has been included in this analysis despite it joining the European Union 

only a few years down the line and a few years after the shockwaves of the 2008 

financial crisis hit the continent (see for example Bache et al. 2010, 

Antonopoulos and Bachtler 2014, Ciric and Botta 2015). 

 

Existing literature on various aspects of the 2008 financial crisis and its 

aftermath is plentiful, but especially recovery seems to still fight its way to 

academic consciousness. An example of relevant research is e.g. the 2012 paper 

from Didier, Hevia and Schmukler on the fate of emerging economies during 

and directly after the financial crisis. This dissertation tries to help filling this 

void by focusing particularly on one selected economic sector and investigating 

its contribution to the recovery aspect of economic resilience. 

 

This paper tries to help clarify the role of the manufacturing industries in the 

speed of recovery after an economic shock and will approach this question from 

two sides: First, an analyses will be made in order to investigate whether 

countries featuring a higher share of workers employed in the manufacturing 

industries recovered more quickly from the 2008 financial crisis compared to 

countries with relatively low employment figures in these sectors. The same 

approach will also be employed for an analysis based on Gross Value Added 

(GVA) figures: The question is whether evidence can be found that supports the 

idea that countries with higher shares of GVA that can be traced back to the 
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manufacturing industries recovered more quickly from the 2008 economic shock 

than those with relatively low shares. 

 

The remaining paper is organized as follows: A brief overview of both the 

manufacturing industries in general and the 2008 financial crisis will be 

provided in the next section. This is the followed by section three, in which the 

methodology used in this paper will be described in more detail. A quantitative 

analysis providing insights into the resilience performances of the countries in 

question is then followed by a subsequent qualitative part that investigates and 

complements these findings, thereby putting them into context and discussing 

country specifics in order to shed light on the differences between economies 

and giving further insights on explaining the different speeds of recovery 
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1. Chapter I 

1.1 The Manufacturing Industries 

After the emergence of the industrialised manufacturing industries in the course 

of the industrial revolution in the 18th century, this sector has been a cornerstone 

of progress and development for decades. It provided the groundwork for large 

parts of today’s wealth and has throughout the course of nearly three centuries 

propelled large parts of the world into today’s era of consumption, thereby 

shaping societies and providing the foundation for the increasingly globalized 

world of late. The manufacturing sector has also been a driver for innovation and 

inventions, ranging from the processes and means of production to supply chain 

management and logistics. 

 

With the increasing importance of and shift to the service industries however, 

the manufacturing sector has for decades been sidelined in many highly 

developed countries in order to favour growth in other economic areas. The 

exact underling drivers for this in many economies still on-going de-

industrialisation process are still not understood to their entirety and thus open to 

debate. Building on substantial work from other scholars, in an extensive study, 

Kollmeyer (2009) found indications that three factors seem to facilitate the 

decline of manufacturing in many developed countries: First, increased affluence 

of consumers leads to relatively higher demand in services compared to physical 

goods. Second, productivity in the manufacturing industries increased 

considerably in relation to other industries, and third, offshoring to less 

developed countries was enabled by increased trade activities with these 

economies.  

 

This decline of the manufacturing sector in some countries went so far that 

scholars such as Gibson, Carr and Warren (2012) discussed the notion that some 

economists argue the decline of manufacturing to be essentially unavoidably, 

and that this is a development that is not temporary but rather here to stay. For 

example debates that emerged in Australia in recent years centred on the 

question of whether the country should continue manufacturing physical goods 
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at all (Gibson, Carr and Warren 2012, Skellern, Markey and Thornthwaite 

2017). Other areas of the industrialised world reported further serious signs of a 

sector in severe trouble, such as a noticeably decline both in salaries 

(Industryweek 2010) and in manufacturing production activity that resulted in 

heavy job-losses and increasing notions of de-industrialisation. Even former 

strongholds of the manufacturing industries such as the USA, the UK, and 

Germany could not help but report a massive decline in employment in this 

sector starting in the late 1960s, which resulted in prolonged increased 

unemployment rates (Kollmeyer and Pichler 2013).  

 

Between 1995 and 2015, the share of manufacturing decreased across all EU 

member states from 20.9 percent to 15.4 percent in terms of employment and 

from 23.3 percent to 19.3 percent with regards to Gross Value Added. On the 

other hand, by 2015 the manufacturing sector remained to be the biggest 

employer in three European member states, namely the Czech Republic, Poland, 

and Slovenia (Eurostat 2016). 

 

Nevertheless, the manufacturing industries as such generally survived in some 

form or another, at times significantly diminished yet still alive. In recent years, 

relatively more de-industrialised countries such as Russia and the USA made 

efforts to re-industrialise their economies. The reasons may vary in detail, but 

are generally comparable: Russia for example chose to walk this path in hope of 

overcoming poor economic growth and social problems, of closing a 

considerable technological gap to other countries and of increasing its standing 

in the world, as well as boosting defence capabilities by modernising its 

military-industrial complex (Dubenetskii 2014). The US follows similar goals by 

trying to stimulate innovation in order to maintain competitiveness and secure its 

living standard (Cohen and Beranek 2010). 

 

But it is not only individual countries that choose to follow the path of re-

industrialisation: On a supranational level, the European Union adopted an 

industrial policy for the Europe 2020 Strategy, with the aim of supporting 

adjustment processes within the manufacturing sector, and promoting a business 

environment that encourages especially small and medium-sized companies to 
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take the lead in new business endeavours. The idea lays particular focus on 

specified key technologies and high-tech industries, with the latter having 

proven to be a major engine of industrial growth and to be particularly robust 

against economic shocks because of higher productivity and lower energy 

dependency. With measures in place to support qualification and innovations, 

access to finance, lowering administrative barriers, providing a suitable 

infrastructure, the aim is to raise to share of manufacturing on total GDP to 20 

percent. This is being done in order to turn the tide and stop the further decline 

of the European manufacturing industries, which has been shifting production 

mainly to Asia for decades primarily for cost reasons (Prisecaru 2014). 

 

What all of these cases have in common is the acknowledgement of the 

manufacturing industries being important drivers for economic growth. They are 

regarded as source of technological innovation and process, which reaches out to 

other economic players and complete economic sectors through spill-over 

effects. Consequentially, the manufacturing sector is being considered to be a 

fundamental player in the long-term development of individual economies 

(Szirmai 2012, Stojčić , Bezić and Galović 2016). 

 

For this paper, the division and classification of enterprises into economic 

sectors have been made according to the NACE Rev. 2 framework, the second 

reiteration of the statistical classification of all economic activities used by 

Eurostat. This approach provides a clear framework that helps categorize 

enterprises and other economic activities such as production, construction, and 

administration into one of 21 possible sections. By doing so, both clarity and 

consistency throughout the paper can be guaranteed, which is a basic 

requirement and of particular importance especially for the qualitative analysis.  

 

In the NACE Rev. 2 framework, manufacturing runs under Section C and 

comprises the following economic activities (Eurostat 2008): 
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NACE Rev. 2 classification - C Manufacturing 

Code Description Code Description 
CA Manufacture of food products, 

beverages and tobacco products 
CH Manufacture of basic metals and 

fabricated metal products, except 
machinery and equipment 

CB Manufacture of textiles, apparel, 
leather and related products 

CI Manufacture of computer, 
electronic and optical products 

CC Manufacture of wood and paper 
products, and printing 

CJ Manufacture of electrical 
equipment 

CD Manufacture of coke, and refined 
petroleum products 

CK Manufacture of machinery and 
equipment not elsewhere classified 

CE Manufacture of chemicals and 
chemical products 

CL Manufacture of transport 
equipment 

CF Manufacture of pharmaceuticals, 
medicinal chemical and botanical 
products 

CM Other manufacturing, and repair 
and installation of machinery and 
equipment 

CG Manufacture of rubber and plastics 
products, and other non-metallic 
mineral products 

  

Source: Eurostat 
 

This classification has been adopted without changes or adaptations. 

 

1.2 The 2008 Financial Crisis and the European Union 

With the outbreak of the 2008 crisis major parts of the then-existing world 

economy lay in shambles: with the US economy in turmoil, many local 

economies spiralled downwards - a process that as of early 2017 has not been 

halted in the case of some economies. As a result, corporations had to downsize, 

companies went out of business and unemployment reached heights that had not 

been seen in decades (see e.g. Pavlnínek 2015). 

 

Focusing on how economies fared during and after this particular crisis lends 

itself to be used for the investigation of economic resilience. Some scholars have 

even drawn parallels to the Great Depression of the 1920s and 1930s in terms of 

severity and consequentially significance, which has been used for similar 

investigations in the past (see e.g. Pop 2009, Didier, Hevia and Schmukler 2012, 

Bekaert et al. 2014). Also, the economic shockwaves of the 2008 crisis hit every 

single actual and potential member state of the European Union to some degree 

or another, and also had effects on all sectors of these economies. This makes it 
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particularly interesting to examine the relative strengths of resilience of these 

individual economies (Ivanov, Kabaivanov and Bogdanova 2016). 

 

In order to understand what characterised the 2008 financial crisis and what it 

meant for the Europe economies it is necessary to recapitulate the events that 

followed the 2007/08 financial crash in the United States of America and how it 

affected the Old Continent: After the collapse of the US subprime market in 

2007, the unfolding crisis hit the globe and subsequently Europe rapidly. Even 

though both, governments and central banks tried combat the unfolding crisis 

with a wide array of measures, the negative consequences could not effectively 

be contained. With monetary and fiscal instruments crashes of the national 

economies were ultimately avoided, but only at the expense of a lowered 

purchasing power of many citizens. This decrease in purchasing power in turn 

naturally negative consequences on its own, as demand for goods and services 

was overall heavily reduced. This is the legacy especially many European 

economies have had to fight for years to come (Diacon, Donoci and Maha 2013).  

 

The spread of the shockwaves across the globe following the US subprime crisis 

happened in two ways: The first relates to the real sector (i.e. trade in general), 

which suffered from contradictions as a consequence of the credit crunch. This 

was the point when the problems of the financial sector finally spilled over and 

affected the goods and services sectors severely. The result was a sharp decrease 

in demand for products of these sectors. Trade linkages made the initially locally 

isolated lack of demand in the USA a problem for its trading partners, thereby 

hitting their economies as well. The second wave of how the subprime problems 

of the USA affected the global economy concerns the internationally highly 

interlinked financial sector, which made it impossible to contain the crisis locally 

(Pop 2009, Fraga and Rocha 2014). As a consequence, economies were hit 

twofold, albeit to varying degrees. Naturally, this applies also to the 

manufacturing industries, which are on the one hand dependent on substantial 

demand for their products and on the other need secure access to fund capital-

intense investments. 
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Unlike the USA, from which the economic downturn originated and 

subsequently swept across the globe in breath-taking speed, Europe proved to be 

unable to recover for good after the initial turmoil of 2008 and 2009. Just as the 

worst seemed to have been put behind, internal problems of individual member 

states of the European Union still shaken from the events of 2008 and 2009 

suffered from repercussions, leading to the emergence of a second wave of 

economic contractions that began to manifest itself as early as 2011, and finally 

hit the European economies at full force in 2012 and 2013. As a consequence, 

the crisis that originally rampaged in the USA as early as 2007 and spread across 

the globe in the two years that followed lived on in Europe for at least another 

four years, making it a particularly difficult time for the Europe economies (see 

e.g. Duszczyk 2014). 

 

As already pointed out above, this paper focuses primarily on the member states 

of the European Union. One reason for this is that the individual member states 

where hit fairly simultaneously, based on tight financial links within the bloc and 

increased integration of markets displaying different degrees of economic 

development. Also, these individual economies were not homogenous but 

instead displayed varying structural features, with some countries showcasing a 

bigger share of the manufacturing sectors than others. It is also important to 

mention that Europe was also one the regions that suffered most during the crisis 

years, with its emerging economies being hit particularly badly (Lane and 

Milesi-Ferretti 2011). And even though virtually all economies were severely 

affected by the general economic downturn, the extent and fashion in which they 

were hit, differed widely (Fraga and Rocha 2014). Poland is a prime example for 

an outlier in this case, as it managed to pull through the crisis years more or less 

unscathed without even once suffering from a negative GDP growth. On the 

other end of the spectrum lie economies such as Greece and Spain, which were 

repeatedly in deep peril and at time close to collapse (Diacon, Donici and Maha 

2013). All of this makes the EU-28 (including Croatia) an interesting testing 

ground for research of economic resilience in general and recovery in particular. 

 

While each economy is a case on its own, and while specifics in terms of the 

political, societal and economic situation as well as the individual response of 
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the single economies may have profoundly influenced the impact and duration of 

the 2008 crisis in each individual case, the question remains whether there are 

underlying patterns or similarities that led some countries to recover more 

quickly than others. Contributing to this discussion is the primary goal of this 

analysis with the hope of adding insights into potential recovery capabilities of 

the manufacturing sector. 

 

2 Chapter II 

2.1 Methodology 

For the qualitative part the development of all 27 member states that constituted 

the European Union at the outbreak of the crisis in 2008 plus Croatia as 

candidate country eventually becoming a full member in 2013 will be 

investigated twice using two different approaches.  

 

Using employment in the manufacturing sector as share of the total workforce as 

basis, and in a later stage do the same with the share of Gross Value Added 

relative to GDP that can be attributed to this sector, the countries will be divided 

into three groups. Using GDP growth rates as proxy, the development of these 

groups relative to the other two groups after the outbreak of the crisis will be 

investigated using a simple comparative approach. Specifically, it will be 

examined how many countries of a group reached sustainable positive growth 

figures after the collapse in 2008, and how long it took those countries on 

average to recover. These findings will than be compared to the other two 

groups. 

 

Growth rate gross domestic product per capita in percent 

 2007 2008 2009 2010 2011 2012 2013 2014 2015 
Austria 3.3 1.2 -4.0 1.7 2.5 0.3 -0.5 -0.1 0.0 
Belgium 2.6 -0.1 -3.0 1.8 0.9 -0.6 -0.5 1.2 1.0 
Bulgaria 8.1 6.8 -3.0 2.0 2.6 0.6 1.4 1.9 4.0 
Croatia 5.1 2.1 -7.3 -1.4 0.0 -1.9 -0.8 0.1 2.1 
Cyprus 2.6 1.3 -4.4 -1.3 -2.2 -4.6 -5.7 -0.4 2.3 
Czech Republic 5.0 1.7 -5.4 2.0 2.2 -0.9 -0.5 2.6 4.4 
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Denmark 0.5 -1.1 -5.4 1.4 0.9 -0.1 0.5 1.1 0.9 
Estonia 8.4 -5.1 -14.6 2.4 7.9 4.7 1.8 3.2 1.6 
Finland 4.7 0.3 -8.7 2.5 2.1 -1.9 -1.2 -1.1 -0.1 
France 1.7 -0.4 -3.4 1.5 1.6 -0.3 0.1 0.2 0.9 
Germany 3.5 1.4 -5.3 4.3 3.7 0.3 0.2 1.2 0.8 
Greece 3.0 -0.6 -4.6 -5.6 -9.0 -6.8 -2.5 1.0 0.1 
Hungary 0.6 1.1 -6.4 0.9 2.0 -1.1 2.4 4.3 3.4 
Ireland 0.7 -6.4 -5.5 1.6 -0.4 -1.4 0.8 8.2 25.5 
Italy 0.9 -1.8 -6.0 1.3 0.2 -3.3 -2.2 -0.1 0.8 
Latvia 10.8 -2.6 -12.9 -1.7 8.2 5.3 4.0 3.0 3.5 
Lithuania 12.4 3.7 -13.9 3.8 8.5 5.2 4.6 4.4 2.7 
Luxembourg 6.6 -2.6 -7.1 3.8 -0.3 -2.3 1.6 2.3 1.5 
Malta 3.6 2.7 -3.2 3.0 1.0 1.9 3.6 7.4 6.3 
Netherlands 3.5 1.3 -4.3 0.9 1.2 -1.4 -0.5 1.0 1.5 
Poland 7.1 4.2 2.7 2.6 5.0 1.6 1.5 3.3 4.0 
Portugal 2.3 0.1 -3.1 1.9 -1.7 -3.6 -0.6 1.4 2-0 
Romania 8.5 10.3 -6.3 -0.2 1.6 1.1 3.9 3.5 4.2 
Slovakia 10.7 5.4 -5.6 4.8 3.4 1.5 1.4 2.5 3.8 
Slovenia 6.4 3.1 -8.7 0.9 0.5 -2.9 -1.2 3.0 2.2 
Spain 1.8 -0.5 -4.4 -0.4 -1.4 -3.0 -1.3 1.7 3.3 
Sweden 2.6 -1.3 -6.0 5.1 1.9 -1.0 0.4 1.6 3.0 
United Kingdom 1.7 -1.4 -5.0 1.1 0.7 0.6 1.3 2.3 1.4 
Source: Eurostat 

 

This approach allows us to follow the development of all countries covered in a 

simple framework, and it provides us with the ability to determine the point of 

recovery rather easily. This in turn makes it possible to investigate both the 

duration needed to recover in the first place, as well as establish how constant 

the recovery has been. This is a prerequisite to establish whether countries with 

similar economic structure have had similar economic performances. This allows 

us to identify basic potential economic structures that might be generally 

beneficial to an economy’s ability to recover, in this case the share of 

manufacturing on the total economy. 

 

In order to set the results of the qualitative analysis into context, the subsequent 

quantitative investigation gives further details and background information on 

major developments in selected national economies of the European Union in 

general and the manufacturing industries in particular. This is being done in 
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order to further explore if and why some countries fared better than others, and 

what lessons can be learned from these cases. 

2.2 Data source 

The primary source for the data used in the quantitative part below is Eurostat, 

the in-house provider of both, raw data and statistics to institutions and bodies of 

the European Union. The decision for using Eurostat as data provider has been 

made based on two considerations: First, almost all data necessary for the 

analysis employed in this paper can be retrieved from one single source, thereby 

guaranteeing consistency in terms of both data collection and processing. 

Second, Eurostat as part of the European Commission’s administration is a 

trusted provider for data and analyses, which enables its user to access by and 

large complete data both on the individual level of single member states of the 

European Union, as well as on an aggregate level if needed. Possibilities to 

employ data from other providers such as the IMF or the World Bank have been 

explored as well, but comparisons have shown that Eurostat promised to be the 

most reliable source in terms of data range and completeness. 

 

The data retrieved from Eurostat is the following: 

 

Real Gross Domestic Product growth per capita 

In this paper the annual growth rate of real GDP is being used as general 

measure for economic development. Real GDP has been preferred over nominal 

GDP to account for the potential impact of inflation, which could otherwise 

affect growth figures to such an extent that changes in GDP at or around 0 could 

swing one way or another.  

 

The employment of GDP in per capita rather than total terms is based on a 

consideration concerning migration: A country with heavy immigration will 

naturally experience a faster growth in total GDP because of increased overall 

economic activity, regardless of whether the influx of people can be fully 

absorbed by the domestic job market or not. Conversely, a country with heavy 

emigration will experience the opposite effect.  
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GDP per capita by definition accounts for these effects, as heavy immigration 

without an equally strong increase in employment and consequentially income 

would (all other things held constant) leads to lower GDP figures per capita. A 

potentially distorted impression of the development of an economy can thereby 

be avoided. This is an important consideration for Europe, where net migration 

is varying significantly across member states. Some countries such as Belgium, 

Germany, and Austria have experienced a strong influx of migrants relative to 

their respective number of citizens, whereas other states such as Lithuania, 

Latvia, and Greece have been struggling with a considerable amount of people 

leaving these countries every year, particularly since the financial crisis spread to 

Europe in 2008. 

 

Crude rate of net migration per 1,000 inhabitants 

 2008 2009 2010 2011 2012 2013 2014 2015 
Luxembourg 15.8 13.2 15.1 21.2 18.9 19.0 19.9 19.6 
Germany -0.7 -0.1 1.6 3.7 4.9 5.6 7.2 14.3 
Austria 2.9 2.1 2.6 3.7 5.2 6.5 7.7 13.0 
Greece 2.1 1.3 -0.1 -2.9 -6.0 -5.4 -4.3 -4.1 
Latvia -10.3 -16.1 -17 -9.7 -5.8 -7.1 -4.3 -5.4 
Lithuania -5.1 -10.1 -25.2 -12.6 -7.1 -5.7 -4.2 -7.7 
EU-28 2.4 1.4 1.5 1.4 1.8 3.4 2.2 3.7 

Source: Eurostat 
 

In terms of GDP Ireland has been an exception in 2015 to such an extend that it 

requires a brief discussion. For 2015, Ireland’s GDP had been subject to 

considerably distortions, with the result being Eurostat recording a positive GDP 

growth in 2015 of 25.5 percent, compared to a previously anticipated 7.9 

percent. To put that into perspective, the second strongest GDP growth in 2015 

was reported by Malta at 6.3 percent. Clearly, Ireland’s reported figure for 2015 

raises questions concerning its validity. The OECD and other commentators see 

the reason for this outstanding performance in large corporations reallocating 

their businesses to Ireland for tax purposes (inversion). This particularly 

concerns intellectual property, which has nominally given a boost to the Irish 

economy. Given the relative size of these corporations compared to the Irish 

economy, the resulting distortions were significant. It needs to be stated however 
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that Ireland’s 2015 GDP growth is widely regarded as both, a one-off effect and 

a statistical anomaly without notable real implications, rather than a sustainable 

long-term development (OECD 2016(2), Independent.ie 2016). It is also save to 

say that Ireland would also have been outpacing every other EU country in terms 

of GDP growth in 2015 when using early estimates of around 7.9 percent growth 

as basis. It does therefore not affect the outcome of the investigations in this 

paper and has consequentially been adopted unchanged.  

 

Employment in the manufacturing industries  

Measuring the relative share of people employed in the manufacturing industries 

compared to the other sectors is one standard way of measuring the degree 

industrialisation and has therefore been employed as one of two proxies for 

measuring industrialisation in this analysis. Higher relative employment in the 

manufacturing sector indicates a generally higher degree of industrialisation. 

Given advances in modern production however, it needs to be noted that this 

idea has to be viewed with some caution: As is generally known, modern 

production means especially in high-tech industries allow for higher productivity 

while at the same time requiring greatly reduced numbers of human workforce 

directly involved in the manufacturing process. Consequentially the resulting 

impression of a country’s industrial capabilities may be significantly distorted, 

especially when comparing an economy with a considerably higher share of 

high-tech industries to an economy with a less advanced industrial sector. This is 

particularly true with the growing importance of Industry 4.0, which promises to 

provide new means of advanced automated production and is consequentially 

said to change the form of human input in the manufacturing processes as such, 

and is therefore likely to have considerate implications on the labour market, 

which are as of now not fully understood (see e.g. Becker and Stern 2016, 

Wolter et al. 2015). 

 

Gross Value Added 

The employment of Gross Value Added (GVA) a second proxy is a response to 

the problems of the use of the relative share of employment in the manufacturing 

industries outlined above. It provides a second perspective on the very same 

situation, and should thereby complement rather than substitute the first 
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approach. Similar to relative employment, Gross Value Added has also been 

frequently used as proxy to measure industrialisation, and therefore lends itself 

to be used in this case as well. The popularity of GVA in this context can be 

attributed to the fact that it does by definition not include intermediate 

consumption, and therefore only measures the part of the basic price that can be 

attributed to the production process itself. 

 

3 Chapter III 

In this chapter the sample of 28 countries will be divided in three groups in order 

to examine their performances during and after the crisis on an aggregate level. 

This will be done twice: Once based on manufacturing employment and once 

based on manufacturing Gross Value Added. 

3.1 Employment 

For the first quantitative analysis the sample (EU-28) were divided in three 

groups, depending on the relative share of employment on the manufacturing 

sector relative to total employment. This has been done by taking the mean share 

of employment on the manufacturing sector from all 28 EU member states, and 

setting the upper respectively lower border at 115 percent respectively 85 

percent of the mean. The base year for this classification was 2008, the year of 

the outbreak of the financial crisis in Europe. 

 

The mean was calculated at 16.1. The corresponding lower limit for relatively 

more industrialised countries was calculated at 18.5 percent, leaving 9 countries 

in this group, roughly a third of the whole sample. The upper limit for the less 

industrialised countries was calculated at 13.7 percent, which resulted in 10 

countries belonging to this group. This, too, was roughly a third of the sample. 

Those countries with a relative share of employment in the manufacturing 

industry between 13.7 percent and 16.1 percent represent the group with medium 

industrialisation in this comparison. This group comprises 9 countries. 
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Share of employment in manufacturing industries relative to total 
employment 

 
More 

industrialisation 
 Medium 

industrialisation 
 Less 

industrialisation 
Country %  Country %  Country % 
Czech Republic 26.9  Germany 18.3  Belgium 13.3 
Slovakia 23.9  Italy 18.0  Spain 12.9 
Slovenia 23.0  Lithuania 17.0  Denmark 12.4 
Hungary 21.2  Finland 16.6  Ireland 12.0 
Estonia 20.6  Portugal 16.1  France 11.3 
Poland 20.4  Austria 15.9  Greece 10.2 
Romania 20.3  Sweden 15.0  Luxembourg 9.8 
Bulgaria 19.5  Malta 14.9  Cyprus 9.6 
Croatia 18.6  Latvia 14.4  Netherlands 9.5 

      United 
Kingdom 9.2 

Source: Eurostat 
 

A look at this classification shows no big surprises. The Czech Republic has the 

highest share of employees in the manufacturing industries from all EU 

countries, followed by Slovakia. These countries have faired relatively well 

during and after the 2008 financial crisis, with Poland having recorded a 

negative growth not even once. On the other end of the spectrum lie the United 

Kingdom and the Netherlands with their strong focus on financial services and 

the energy industries. Many of the countries that suffered the most during and in 

the aftermath of the 2008 financial crisis can be found in this group too: Greece 

and Spain are two economies that have been even still struggling as late as 2016 

with high unemployment and low growth figures, all the while being dependent 

on financial support from partners in the European Union and the International 

Monetary Fund (European Commission 2016, European Commission 2016(2)). 

The medium group comprises of countries that managed to get through the 2008 

turmoil relatively unscathed such as Germany and Austria, but features also 

economies that were less lucky, for example Portugal and Italy, which have been 

hit severely and suffered for a number of years, but have since stabilized by and 

large. These initial findings already indicate that countries with a stronger 

industrial sector have tendentiously managed better during and immediately after 

the 2008 financial crisis than those with a focus on other sectors. In order to 
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substantiate this impression, it is necessary to have a closer look at how these 

three groups in general fared after 2008, and whether notably exceptions to 

potential overall tendencies can be identified. 

 

In order to assess the performance of these groups during and after the crisis, it is 

necessary to evaluate the economic performances of theses countries. Gross 

domestic product lends itself for this purpose, since it documents the general 

development of an economy. In order to compensate for the different levels of 

GDP of each individual economy in this comparison, the index will be taken in 

relative rather than absolute terms. Also, since the development of the 

economies rather than the actual state is of interest to this comparison, annual 

GDP growth has been adopted as indices of economic development. Figures for 

the period between 2007 and 2015 (last available data) have been employed for 

the analysis and will subsequently be discussed in detail in this section, using the 

above described partitioning in three groups. This approach allows examining 

the changes in economic productivity on a group level.  

 

The findings for these groups will be discussed individually, starting with the 

one comprising the relatively more industrialised countries.  

 

Annual GDP growth of countries with relative high degrees of industrialisation 
according to employment 

 
 2007 2008 2009 2010 2011 2012 2013 2014 2015 

Czech Republic 5.0 1.7 -5.4 2.0 2.2 -0.9 -0.5 2.6 4.4 
Slovakia 10.7 5.4 -5.6 4.8 3.4 1.5 1.4 2.5 3.8 
Slovenia 6.4 3.1 -8.7 0.9 0.5 -2.9 -1.2 3.0 2.2 
Hungary 0.6 1.1 -6.4 0.9 2.0 -1.1 2.4 4.3 3.4 
Estonia 8.4 -5.1 -14.6 2.4 7.9 4.7 1.8 3.2 1.6 
Poland 7.1 4.2 2.7 2.6 5.0 1.6 1.5 3.3 4.0 

Romania 8.5 10.3 -6.3 -0.2 1.6 1.1 3.9 3.5 4.2 
Bulgaria 8.1 6.8 -3.0 2.0 2.6 0.6 1.4 1.9 4.0 
Croatia 5.1 2.1 -7.3 -1.4 0.0 -1.9 -0.8 0.1 2.1 

Source: Eurostat 
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A quick eyeball test of these figures reveals that the majority of these economies 

experienced negative GDP growth in 2009 at the latest, managed positive growth 

rates in either 2010 or 2011, and suffered from backlashes starting in 2012. The 

economic downturn nearly all EU economies had to face years after the initial 

blow of 2008 can on the one hand be explained by a generally decreased 

consumption and investment on the continent, but also because of a number of 

national economies in peril such as Ireland, Spain, Portugal, and Greece 

(Diacon, Donoci and Maha 2013).  

 

It is for this reason that a definition of an exact point of enduring recovery from 

the 2008 financial crisis is somewhat difficult to establish. With most countries 

experiencing growth for two consecutive years before being hit again by 

repercussions of the same crisis a few years later, it appears that two years is too 

short a timeframe to call it a recovery in a sustainable sense. Consequentially, 

the criterion to determine the exact point of recovery must be set at least one 

time unit further down the road. With data only available until 2015, the 

selection of potential periods in terms of duration is very limited. Employing a 

criterion of three consecutive years of positive annual GDP growth promises a 

more meaningful distinction between being still in the vortex of the crisis on the 

one hand or being already in the process of sustainable recovery. Applying this 

method to the data sourced from Eurostat yields indeed more meaningful results. 

Hence, the definition of the point of recovery that has been adopted for this 

analysis is the first year of a period of three consecutive years of positive annual 

GDP growth. In the case of Hungary for instance, this would result in the year 

2013 being regarded as point of recovery for the economy, rather than 2009, 

when the economy managed a positive GDP growth for the first time after losing 

more than 6 percent of GDP the year before. The same method of determining a 

definite year of recovery is being employed throughout the whole analysis. 

 

The time period between the outbreak of the crisis in 2008 and reaching the 

point of recovery defines to amount of time it took for an economy or a group of 

economies to adapt to the new environment and reach a level of resilience that 

results in recovery, and will consequentially be referred to as resilience period in 

this paper. This resilience period is of particular interest for this analysis, since it 
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indicates how quickly a single economy or a group of economies managed to 

recover sustainably from the initial economic shock of the 2008 financial crisis. 

 

An analysis of the annual GDP growth rates for those countries considered to be 

relatively more industrialised in terms of employment compared to others 

reveals that 67 percent of them managed to fulfil the criterion outlined above at 

some point after the outbreak of the crisis. Namely, these countries are Slovakia, 

Hungary, Estonia, Poland, Romania, and Bulgaria. Poland is taking in a special 

position in this comparison, since it has not experienced even a single year of 

negative GDP growth during and after the 2008 financial crisis. Taking 2008 as 

base year, it took these six countries 2.3 years on average to reach the above-

described point of recovery, which puts this hypothetical point to spring 2010. 

Most of these countries indeed recovered as early as 2010, with Hungary being 

the exception, reaching the point of recovery only in 2013.  

 

The remaining three countries that never recovered according to the definition 

employed in this analysis are the Czech Republic, Slovenia, and Croatia. While 

the latter two have missed out on a positive growth in 2013 relatively clearly, the 

data for the Czech Republic exhibits a negative growth of only 0.5 percent, 

putting it somewhat close to the economies that managed to recover in due time. 

 

Annual GDP growth of countries with medium degrees of industrialisation 
according to employment 

 
 2007 2008 2009 2010 2011 2012 2013 2014 2015 

Germany 3.5 1.4 -5.3 4.3 3.7 0.3 0.2 1.2 0.8 
Italy 0.9 -1.8 -6.0 1.3 0.2 -3.3 -2.2 -0.1 0.8 

Lithuania 12.4 3.7 -13.9 3.8 8.5 5.2 4.6 4.4 2.7 
Finland 4.7 0.3 -8.7 2.5 2.1 -1.9 -1.2 -1.1 -0.1 
Portugal 2.3 0.1 -3.1 1.9 -1.7 -3.6 -0.6 1.4 2.0 
Austria 3.3 1.2 -4.0 1.7 2.5 0.3 -0.5 -0.1 0.0 
Sweden 2.6 -1.3 -6.0 5.1 1.9 -1.0 0.4 1.6 3.0 
Malta 3.6 2.7 -3.2 3.0 1.0 1.9 3.6 7.4 6.3 
Latvia 10.8 -2.6 -12.9 -1.7 8.2 5.3 4.0 3.0 3.5 

Source: Eurostat 
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The group comprised of medium industrialised economies boasts a recovery rate 

of 67 percent, putting it on par with their more industrialised counterparts 

discussed above. Germany, Lithuania, Austria, Malta, and Latvia collectively 

reached their recovery points in 2010, mere two years post crisis breakout. 

Sweden is the single exception in this case by closing in on its peers only three 

years later. Taking 2008 as base year again, this gives a mean resilience period 

of 2.7 years, slightly more than the previously discussed group of the more 

industrialised economies. 

 

Another analogy to the economies examined previously is that the group with a 

medium degree of industrialisation features three countries that did not recover 

in due time for the data to record it, namely Italy, Finland, and Portugal.  

 

Overall, these findings indicate that the economies with a medium degree of 

industrialisation performed at least as well during and immediately after the 

2008 crisis as the more industrialised group. The only measurable difference is 

the mean recovery period, which is however small enough to be neglected. The 

two groups can therefore be considered to have performed at the same level from 

2008 onwards. 

 

Annual GDP growth of countries with relative low degrees of industrialisation 
according to employment 

 
 2007 2008 2009 2010 2011 2012 2013 2014 2015 

Belgium 2.6 -0.1 -3.0 1.8 0.9 -0.6 -0.5 1.2 1.0 
Spain 1.8 -0.5 -4.4 -0.4 -1.4 -3.0 -1.3 1.7 3.3 

Denmark 0.5 -1.1 -5.4 1.4 0.9 -0.1 0.5 1.1 0.9 
Ireland 0.7 -6.4 -5.5 1.6 -0.4 -1.4 0.8 8.2 25.5 
France 1.7 -0.4 -3.4 1.5 1.6 -0.3 0.1 0.2 0.9 
Greece 3.0 -0.6 -4.6 -5.6 -9.0 -6.8 -2.5 1.0 0.1 

Luxembourg 6.6 -2.6 -7.1 3.8 -0.3 -2.3 1.6 2.3 1.5 
Cyprus 2.6 1.3 -4.3 -1.3 -2.2 -4.6 -5.7 -0.4 2.3 

Netherlands 3.5 1.3 -4.3 0.9 1.2 1.4 -0.5 1.0 1.5 
United 

Kingdom 1.7 -1.4 -5.0 1.1 0.7 0.6 1.3 2.3 1.4 

Source: Eurostat 
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At 50 percent the less industrialised group displays a notably lower resilience 

rate than the other two groups. Belgium, Spain, Greece, Cyprus, and the 

Netherlands have never managed to reach the defined point of recovery. Also, 

the majority of the remaining economies of Denmark, Ireland, France, 

Luxembourg, and the United Kingdom reached the point of recovery on average 

considerably later than those maintaining a higher degree of industrialisation. At 

4.4 years mean resilience period, it took these less industrialised countries on 

average almost twice as long to recover than their peers in the relatively high-

industrialised group, and still more than one and a half years longer than the 

economies with medium degrees of industrialisation.  

 

The results of this analysis show that those national economies of the European 

Union with a higher share of employment in the manufacturing sector relative to 

total employment recovered on average more quickly than those with lower 

degrees of relative manufacturing employment. The share of economies that 

managed no recovery according to the definition employed in this analysis is 

also higher in the group with less industrialised economies compared to others. 

This in turn consequentially substantiates the hypothesis that there is indeed a 

negative correlation between the degree of industrialisation of an economy 

measured as share of employment in the manufacturing sector relative to total 

employment and its resilience period. 

 

3.2 Gross Value Added 

Parallel to the share of employment in the manufacturing sector relative to total 

employment, the employment of Gross Value Added (GVA) as second indicator 

on which to base a distinction between relatively more, medium and less 

industrialised countries offers a yet another perspective on industrialisation. This 

is important because businesses operating in manufacturing have, as any other 

enterprise, tried to boost competitiveness by increasing productivity by 

introducing new means of production. This has throughout the years lead to a 

significant decrease in human workforce employed (Prisecaru 2014), which in 

turn distorts the picture on the importance of the manufacturing industries for 

individual economies. It is therefore necessary to include this second approach to 
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the determination of the degree of industrialisation in order to provide a more 

complete assessment of the situation. The year 2008 was once again chosen as 

base year, given that this was time the financial crisis started to affect Europe.  

 

Similar to above, the mean of all 28 EU member states has been taken as basis to 

calculate the upper and lower limits for countries deemed to be relatively less 

respectively more industrialised. As above, these limits have been set at 15 

percent above respectively below the mean. 

 

The mean was calculated at 16.3 percent GVA. The lower limit for the relatively 

more industrialised countries was consequentially calculated at 18.8 percent, 

which resulted in ten countries being allocated to the group of more 

industrialised countries, roughly a third of the whole sample. A similar 

calculation was done for the upper limit for the less industrialised countries, 

which was set at 13.9 percent. This group comprises nine countries. Economies 

with Gross Value Added figures bigger than 13.9 percent and lower than 18.8 

percent constitute the group of a total of nine countries considered having a 

medium degree of industrialisation.  

 

Gross Vale Added by the manufacturing sector relative to total GVA, 2008  
 

More industrialisation  Medium industrialisation  Less industrialisation 
Country %  Country %  Country % 
Czech Republic 24.5  Poland 18.6  Denmark 13.7 
Finland 23.7  Lithuania 17.5  Portugal 13.7 
Germany 22.5  Italy 17.1  Netherlands 12.9 
Slovakia 22.3  Belgium 15.9  France 12.1 
Slovenia 21.9  Estonia 15.5  Latvia 10.8 
Romania 21.5  Malta 15.3  United Kingdom 10.1 
Hungary 21.4  Croatia 15.1  Greece 9.6 
Ireland 19.7  Bulgaria 14.6  Luxembourg 8.0 
Austria 19.6  Spain 14.5  Cyprus 6.3 
Sweden 19.1       
Source: Eurostat 

 

Compared to the classification used in the analysis above, a quick eyeball test 

reveals a few obvious changes: Germany has moved from the group of countries 
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with a medium degree of industrialisation in employment terms to the more 

industrialised group, taking in third place in GVA terms. This may be an 

indication for a higher efficiency, since the a higher share of GVA seems to have 

been produced using a relatively smaller workforce, which in turn may indicate 

overall more modern production means compared to other countries. This 

example illustrates why it is necessary to take more than just one index/variable 

into account when estimating the degree of industrialisation of countries.  

 

Similar observations can be made for Finland, Austria, and Sweden, which 

moved up from the medium to the more industrialised group, and Belgium and 

Spain, which improved from the group of low to medium industrialisation. 

Ireland took the biggest leap in this comparison by jumping from the less 

directly to the more industrialised group. Estonia, Croatia, Bulgaria, Portugal 

and Latvia moved in the opposite direction, down from the group of high 

respectively medium to medium respectively less industrialisation. Further leaps 

to an equal extent as Ireland however could not be observed. 

 

These discrepancies between the two different ways of classifying the degree of 

industrialisation are a prime example of how different two or more isolated 

indicators can describe the very same actuality. It is for this precise reason that 

gross value added has been chosen to accompany the relative share of 

employment as widely accepted index for measuring industrialisation. This 

approach allows us to draw a more comprehensive picture of the role the 

manufacturing industries have played in these selected economies during the 

observation period. 

 

In general however, this classification, too, does not contain any substantial 

surprises. Economies with a relatively poor performance during and after the 

2008 financial crisis such as Spain and Greece tend to be found in the medium 

and less industrialisation columns, whereas higher performing economies such 

as Poland and the Czech Republic generally display a higher share of GVA 

added by the manufacturing industries compared to total GVA. 
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Annual GDP growth of countries with relative high degrees of industrialisation 
according to Gross Value Added 

 
 2007 2008 2009 2010 2011 2012 2013 2014 2015 

Czech Republic 5.0 1.7 -5.4 2.0 2.2 -0.9 -0.5 2.6 4.4 
Finland 4.7 0.3 -8.7 2.5 2.1 -1.9 -1.2 -1.1 -0.1 

Germany 3.5 1.4 -5.3 4.3 3.7 0.3 0.2 1.2 0.8 
Slovakia 10.7 5.4 -5.6 4.8 3.4 1.5 .14 2.5 3.8 
Slovenia 6.4 3.1 -8.7 0.9 0.5 -2.9 -1.2 3.9 2.2 
Romania 8.5 10.3 -6.3 -0.2 1.6 1.1 3.9 3.5 4.2 
Hungary 0.6 1.1 -6.4 0.9 2.0 -1.1 2.4 4.3 3.4 
Ireland 0.7 -6.4 -5.5 1.6 -0.4 -1.4 0.8 8.2 25.5 
Austria 3.3 1.2 -4.0 1.7 2.5 0.3 -0.5 0.1 0.0 
Sweden 3.6 2.7 -3.2 3.0 1.0 1.9 3.6 7.4 6.3 

Source: Eurostat 
 

Of the economies featuring relatively high degrees of industrialisation, 70 

percent managed to reach the recovery point in due time as defined above, with 

the remaining 30 percent consisting of the Czech Republic, Finland, and 

Slovenia. Germany, Slovakia, and Austria succeeded to recover sustainably as 

early as 2010, with Romania following a year later. Three countries (namely 

Hungary, Ireland, and Sweden) reached this point as late as 2013, resulting in an 

overall mean resilience period of 3.4 years. This is notably longer than the mean 

resilience periods calculated for both, the more and medium industrialised 

groups using relative employment as partitioning indicator as opposed to gross 

value added. The share of companies that reached the recovery point on the other 

hand remained on par with the figures calculated for both, the more and medium 

industrialised economies outlined in the previous section. 

 

Annual GDP growth of countries with medium degrees of industrialisation 
according to Gross Value Added 

 
 2007 2008 2009 2010 2011 2012 2013 2014 2015 

Poland 5.0 1.7 -5.4 2.0 2.2 -0.9 -0.5 2.6 4.4 
Lithuania 4.7 0.3 -8.7 2.5 2.1 -1.9 -1.2 -1.1 -0.1 

Italy 3.5 1.4 -5.3 4.3 3.7 0.3 0.2 1.2 0.8 
Belgium 10.7 5.4 -5.6 4.8 3.4 1.5 .14 2.5 3.8 
Estonia 6.4 3.1 -8.7 0.9 0.5 -2.9 -1.2 3.9 2.2 
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Malta 8.5 10.3 -6.3 -0.2 1.6 1.1 3.9 3.5 4.2 
Croatia 0.6 1.1 -6.4 0.9 2.0 -1.1 2.4 4.3 3.4 
Bulgaria 0.7 -6.4 -5.5 1.6 -0.4 -1.4 0.8 8.2 25.5 

Spain 3.3 1.2 -4.0 1.7 2.5 0.3 -0.5 0.1 0.0 
Source: Eurostat 

 

The medium industrialised economies were less successful in recovering than 

their more industrialised counterparts, with 56 percent reaching the recovery 

point. Italy, Belgium, Croatia, and Spain failed to meet the criterion in due time. 

The economies of Lithuania, Estonia, Malta and Bulgaria on the other hand 

managed to do so collectively in 2010. Altogether, the five countries that did 

manage to recover displayed a mean resilience period of 1.6 years, which is 

noticeably shorter than any other observed in this analysis so far. However, it is 

important to put this surprisingly low figure into perspective: As discussed 

above, Poland is an outlier in this comparison, as it has never suffered from 

negative GDP growth during or in the aftermath of the 2008 financial crisis in 

the first place. Consequentially, the country is pulling the mean resilience period 

down noticeably. It is therefore important to keep in mind that overall, a bigger 

share of economies has managed to recover in the high-industrialised group than 

in the medium group, and could therefore potentially be regarded as more 

successful in this respect. 

 
Annual GDP growth of countries with relative low degrees of industrialisation 

according to Gross Value Added 
 

 2007 2008 2009 2010 2011 2012 2013 2014 2015 
Denmark 0.5 -1.1 -5.4 1.4 0.9 -0.1 0.5 1.1 0.9 
Portugal 2.3 0.1 -3.1 1.9 -1.7 -3.6 -0.6 1.4 2.0 

Netherlands 3.5 1.3 -4.3 0.9 1.2 -1.4 -0.5 1.0 1.5 
France 1.7 -0.4 -3.4 1.5 1.6 -0.3 0.1 0.2 0.9 
Latvia 10.8 -2.6 -13 -1.7 8.2 5.3 4.0 3.0 3.5 
United 

Kingdom 1.7 -1.4 -5.0 1.1 0.7 0.6 1.3 2.3 1.4 

Greece 3.0 -0.6 -4.6 -5.6 -9.0 -6.8 -2.5 1.0 0.1 
Luxembourg 6.6 -2.6 -7.1 3.8 -0.3 -2.3 1.6 2.3 1.5 

Cyprus 2.6 1.3 -4.4 -1.3 -2.2 -4.6 -5.7 -0.4 2.3 
Source: Eurostat 
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Similar to the previous group, slightly more than half (56 percent) of the less 

industrialised economies managed to reach the point of recovery. The United 

Kingdom did so as early as 2010, Latvia followed suit a year later in 2011, with 

Denmark, France and Luxembourg bringing up the rear in 2013. The calculation 

of the mean resilience period for this group therefore yields a result of four 

years, which is longer than the periods of resilience calculated for the more and 

medium industrialised groups outlined above. On the other hand, four years is 

still less than the resilience period calculated for the less industrialised group 

based on share of employment, which is another indicator of how these two 

indices (employment and gross value added) can yield different results. 

 

3.3 Conclusion 

Combining the results of both approaches to classify economies according to 

more, medium, and low industrialisation allows for a more holistic view on the 

impact of the manufacturing industries on the performance of both, individual 

and group level of the economies of the 28 member states of the European 

Union. Based on data retrieved from Eurostat, the results in short look as 

follows: 

 

Groups with more, medium, and low industrialisation, by employment 
 

 More 
industrialisation 

Medium 
industrialisation 

Less 
industrialisation 

Resilience percentage 67 67 50 
Mean resilience period (years) 2.3 2.7 4.4 

 

Groups with more, medium, and low industrialisation, by gross value added 
 

 More 
industrialisation 

Medium 
industrialisation 

Less 
industrialisation 

Resilience percentage 70 56 56 
Mean resilience period (years) 3.4 1.6 4.0 

 

More and medium degrees of industrialisation resulted in both cases in higher 

percentage of resilience observed during and after the 2008 financial crisis 

compared to low industrialisation. This indicates that economies putting a higher 
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emphasis on the manufacturing sector did better in recovering after the economic 

shock relative to others. 

 

The same applies to the mean resilience periods: In both cases, it took economies 

with a relatively low degree of industrialisation considerably longer to recover 

than others, which further substantiates the idea that the degree of 

industrialisation is negatively correlated to the resilience period.  

 

Another interesting finding is that national economies with high respectively 

medium industrialisation performed in general on par, even though a noticeable 

difference emerged when comparing the mean resilience periods of the two 

based on the classification according to gross value added: here, the medium 

industrialised economies fared much better than their more industrialised 

counterparts. While this result can to a considerable degree be attributed to the 

outlier that is Poland already discussed above, it nevertheless raises the questions 

of whether economies can have a too high emphasis on the manufacturing 

industries. It appears to be that a medium degree of industrialisation in terms of 

gross value added was more beneficial to economies during and immediately 

after the 2008 financial crisis than a relatively high degree of industrialisation, 

while the performances of the two were approximately equal when using the 

same classification based on employment, with a small advantage to the more 

industrialised group. This in turn raises the question of whether the performance 

of an economy is more a question of balance than of the mere degree of 

industrialisation.  

 

4 Chapter IV 

In order to put the findings of the analysis conducted above into context and to 

substantiate the implication derived thereof, it is necessary to take a closer look 

at the development a few selected individual economies covered in this paper 

during and after the 2008 financial crisis. 

 

In particular, it will be interesting to investigate how the manufacturing sector as 

such fared after 2008, and how this affected the respective national economy as a 
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whole. In order to do so, previous research on the economic state and 

performance of the individual member states of the European Union will be 

drawn on to provide a more holistic view of the national economies covered in 

this paper. The results will then be used to draw direct links to the findings of the 

analyses conducted above.  

 

From a recent historical perspective, the European Union can be roughly divided 

into two different parts: On the one hand there is the Western half, comprising of 

economies that throughout the Cold War era have exclusively had market-

oriented economies with increasingly open borders since the 1950s. This is also 

the region in which the European Coal and Steel Community had originally been 

formed, the nucleus of what would later become the European Union we know 

today. On the other hand are the countries of the former Eastern Bloc, featuring 

former command economies in varying shapes and forms. After the fall of the 

Iron Curtain and the introduction of the market economy, these countries joined 

the European Union from 2004 onwards, with Bulgaria and Romania becoming 

members three years later and Croatia following suit as late as 2013. Even 

though these countries have been undergoing a remarkable transition process for 

more than 25 years, their economies are still poorer than many of those of the 

western member states of the EU, with convergence being a slow and lengthy 

process. 

 

The following pages will therefore be used to investigate in greater detail a 

number of selected economies from both, East and West, and compare how they 

fared during the 2008 financial crisis and the years that followed. In order to 

draw a more comprehensive picture, the countries have been chosen based on 

their performance since 2008: One the one hand these countries are Germany, 

France, and Spain, representing economies from the Western part of Europe that 

managed relatively well respectively average and poorly. On the other hand the 

same investigation will be made for Poland, the Czech Republic, Slovenia, using 

similar selection criterions. 

 

Not all economies followed the same pattern in terms of economic development 

after 2008: The United Kingdom for example managed to perform relatively 
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well throughout the crisis, despite belonging to the less industrialised economies 

in both, employment and Gross Value Added terms. The UK is therefore 

considered to be an outlier and will be taken a closer look at separately in order 

to discuss what distinguished this economy from others that generally followed 

the overall trend.  

 

The countries belonging to what in this paper is described as the western part 

will be discussed first. 

 

4.1 Germany 

Traditionally, Germany has had a strong and highly export oriented economy, 

boasting amongst other things a highly successful manufacturing sector known 

for producing high-quality products. Over decades Germany has been working 

on building up an excellent reputation in terms of engineering, resulting in 

‘Made in Germany’ being a strong brand in the global market, despite major 

legal problems with one of Germany’s big car manufacturers in recent years (see 

e.g. Tovey 2015).  

 

During and immediately after the 2008 financial crisis, the German economy has 

proven to be relatively resilient against economic shocks: Data retrieved from 

Eurostat reveals that GDP grew positively in all but one year, unemployment 

remained well below average in comparison to the other member states of the 

European Union. Additionally, budget surpluses have been recorded since 2014, 

with only relatively small deficits in the years prior to that (Statistisches 

Bundesamt 2017).  

 

In more detail, the German economy has initially been hit hard by the global 

economic crisis, which saw diminished GDP per capita growth rates as early as 

2008, followed by a negative growth of 5.3 percent in 2009. Even though in the 

subsequent two years per capita GDP returned to positive growth rates, Germany 

did not escape the general economic downturn of 2012 and 2013: in both years, 

per capita GDP growth almost fell to zero. However, this repeated setback had 

not been as severe as the initial blow four years earlier. From 2014 onwards, the 
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German economy grew considerably, peaking at an annual per capita GDP 

growth of 1.2 percent in 2014, providing a strong basis to build on for the 

foreseeable future. 

 
Annual GDP growth rate p.c., Germany 

 
2007 2008 2009 2010 2011 2012 2013 2014 2015 
3.5 1.4 -5.3 4.3 3.7 0.3 0.2 1.2 0.8 

Source: Eurostat 
 

Taking a closer look at the business death rates reveals the development of the 

German economy in the inter- and post-crisis years in greater detail, especially 

with regard to the manufacturing industries. As has been argued above, 

businesses in manufacturing have in general had a lower death rate compared to 

those in other sectors. This in turn has supported economies in their recovery, 

based on the observation that these businesses managed to keep operations up 

when others failed, thus giving them an advantage over other sectors when the 

economy finally picked up speed again. 

 

Data released by Eurostat shows that even though German businesses in the 

manufacturing industries did go out of business at rate of more than 5 percent in 

2009, this rate has been well below the overall annual business death rate, which 

exceeded 8 percent in all but one year. Throughout the observation period, the 

share manufacturing businesses that went out of businesses was constantly well 

below the national average, indicating a higher general resistance of 

manufacturing against economic shocks. For 2014, the last year for which data is 

available, showed record lows in business death rates both for the national 

economy in general and the manufacturing industries in particular. Complete 

data for 2008 has not been available and therefore been left out in the table 

below. 

 
Annual business death rate in percent, Germany 

 
 2008 2009 2010 2011 2012 2013 2014 

Manufacturing - 5.87 5.50 5.51 5.50 5.42 5.00 
Total - 8.73 8.41 8.37 8.33 8.16 7.61 
Source: Eurostat 
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It is also interesting to note that according to Eurostat data, the share of annual 

business deaths that are attributed to the manufacturing industries declined 

throughout the observation period, starting at 4.86 percent in 2009 and falling to 

4.57 percent in 2014. This is further indication that companies in the 

manufacturing industries showed higher resistance to the 2008 financial crisis 

than their counterparts in other sectors of the economy. This may partly explain 

why Germany managed to recover relatively quickly, and did not fall into 

economic turmoil as severely as other member states of the European Union. 

 
Share of manufacturing deaths on total business deaths in percent, Germany 

 
2008 2009 2010 2011 2012 2013 2014 

- 4.86 4.60 4.55 4.48 4.47 4.57 
Source: Eurostat 

 

This does however not imply that the German manufacturing industries escaped 

the crisis years completely unscathed: Even though the total number of 

businesses active in this sector had been declining relatively slowly, the impact 

on its employees was more pronounced: In 2008, more than 18 percent of all 

people employed in Germany were working in the manufacturing sector, which 

is well above the EU-28 average (16.1 percent). In the years that followed, this 

share dropped noticeably to 17.4 percent on 2010, but stabilised thereafter. Until 

2015 (the last year for which data has been available), this figure has roughly 

remained the same. This development indicates that rather then going out of 

business straight away, companies in the German manufacturing sector 

decreased employment and continued to operate with reduced capacities. This in 

turn might be taken as indication for a considerable degree of flexibility and 

adaptability of these industries to a changing economic environment, and may be 

a potential explanation for them being able to contribute relatively more to an 

eventually recovering economy. 

 
Employment in manufacturing as share of total employment in percent, Germany 

 
2007 2008 2009 2010 2011 2012 2013 2014 2015 
18.0 18.3 17.8 17.4 17.5 17.6 17.6 17.5 17.4 

Source: Eurostat 
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A similar picture can be painted taking Gross Value Added as basis: In 2008 

manufacturing contributed 23.4 percent to total German GVA. This figure 

remained roughly the same throughout the years that followed, with the 

exception being the year 2009, when the industries’ GVA dropped to 19.9 

percent. However, this loss was almost completely being compensated for 

immediately after, when manufacturing contributed 22.2 percent to total GVA in 

2010. For the years that followed, this number stabilized on a level almost on par 

with pre-crisis years. This indicates that productivity in manufacturing did 

indeed fall during the crisis. However, considering that a relatively larger share 

of companies managed to remain operational in this sector and avoid having to 

shut down, it stands to reason that this reflects important adaptations of the 

manufacturing businesses in response to the crisis, which in the end helped 

secure their survival in difficult times and may ultimately have contributed to the 

faster recovery of the economy. 

 

Gross Value Added by manufacturing as share of total in percent, Germany 
 

2007 2008 2009 2010 2011 2012 2013 2014 2015 
23.4 22.5 19.9 22.2 22.9 22.7 22.5 23.0 22.8 

Source: Eurostat 
 

It also needs to be noted that the German manufacturing industries benefited 

from economic stimuli provided by the German government in crisis years. In 

total, the German government introduced two packages for economic stimuli 

worth more than € 80 billion. These packages included infrastructure projects 

and incentives to encourage investments, but also introduced a car-scrap bonus 

programme with noticable success (Paesler 2011). These economic stimulus 

packages were amongst the biggest of their kind in the European Union and 

proved to be effective measures in minimizing the impact of the financial crisis 

and fostering early recovery (Brügelmann 2011, Paesler 2011). Given the high 

importance of the automotive industry for Germany, especially the car-scrap 

programme has had a massive impact on the manufacturing industries both 

domestic and abroad: Manufacturing sites located in the other EU member states 

for example benefitted from temporarily increased German demand just as their 

German counterparts. As is commonly known, supply chains in the automotive 
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industry are highly transnational, with the sudden increase in demand 

consequentially forcing suppliers across the globe to abruptly increase 

capacities. When the car scrap bonus ended in 2010 however, demand fell 

noticeably, resulting in offsetting the previously achieved increase in sales (Glas, 

Kleemann and Essig 2013).  

 

Since the crisis years, the German economy has consistently been successful in 

increasing its export performance and remain a major global player. The recent 

success of the German economy has been impressive enough to even draw 

criticism from trading partners, claiming that Germany utilizes unfair trade 

practices and economic policies (see e.g. Faiola 2017, Follain and Black 2017). 

 

4.2 France 

After a general economic slowdown in the euro zone in the early 2000s, France 

has been growing steadily every since, displaying growing employment rates 

and decreasing budget deficits. Combined with a high standard of living and a 

low poverty rate, France was at the forefront of European prosperity. Despite the 

generally favourable development, the country failed to keep up with other 

European economies such as Germany in terms of trade, reflecting some 

economic weaknesses such as domestic supply that could not keep up with 

domestic demand. Other issues of the French economy at the time were an 

ageing population requiring an increase in public spending, and a relatively 

inefficient administrative system in need of major reforms in order to save 

resources, which in turn left the French government with limited leeway to 

respond with economic stimuli during the crisis years particularly compared to 

Germany. Nevertheless, the economy was hit less severely compared to those of 

other European countries (André et al 2015, Mathieu and Sterdyniak 2009, 

OECD 2007). 

 

France slipped into negative annual GDP p.c. growth rates as soon as 2008, a 

year earlier than Germany. The most severe crisis year was 2009, with a 

decrease GDP p.c. of 3.4 percent. Albeit tentatively, 2010 saw the turnaround 

with a positive growth rate of 1.5 percent, a momentum the economy 
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subsequently managed to maintain for another year. By slipping into negative 

growth rates again, the in the European Union generally difficult year of 2012 

put a temporary halt to this recovery process. Even though France achieved yet 

another turnaround in the subsequent year, growth rates on par with pre-crisis 

years have not been reached yet. 

 
Annual GDP growth rate p.c., France 

 
2007 2008 2009 2010 2011 2012 2013 2014 2015 
1.7 -0.4 -3.4 1.5 1.6 -0.3 0.1 0.2 0.9 

Source: Eurostat 
 

The development in the French annual GDP p.c. growth outlined above was 

naturally reflected in the business death rate of the economy. In manufacturing, 

this figure peaked in 2009, when 6.27 percent of all manufacturing enterprises 

active that year went out of business. The situation improved in subsequent 

years, and even though for 2014 another increase has been recorded, the data 

shows that the situation has improved significantly since the initial outbreak of 

the crisis. It also needs to be noted that similar to Germany, the business death 

rate in the manufacturing industries remained well below the total annual death 

rate in the French economy. This indicates once again that companies active in 

the manufacturing sector showed a relatively high resistance against economic 

turmoil compared to other sectors of the economy. For the years 2008 and 2009, 

data for a total of three industries were not available on Eurostat, which is why 

the table below has been left blank in the two respective fields.  

 
Annual business death rate in percent, France 

 
 2008 2009 2010 2011 2012 2013 2014 

Manufacturing 6.09 6.27 5.67 5.19 4.44 4.10 4.59 
Total - - 6.45 6.15 5.33 5.09 5.49 
Source: Eurostat 

 

Taking a closer look on the share of business death attributed to the 

manufacturing industries on total business deaths reveals that similar to 

Germany, manufacturing in France seemed to adapt relatively well to the 

changing economic situation: Starting in 2010 at 5.28 percent, these companies 

went out of business at an increasingly lower rate than the rest of the economy, 
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with the only exception being 2014, the last year for which data has been 

available. This can again be taken as indication that the manufacturing industries 

managed to cope with difficult times relatively better than others. 

 

Share of manufacturing deaths on total business deaths in percent, France 
 

2008 2009 2010 2011 2012 2013 2014 
- - 5.38 5.07 4.89 4.62 4.76 

Source: Eurostat 
 

Examining data on employment for both the French economy in general and the 

manufacturing industries in particular reveals the difficult years following 2008 

did take their toll on employment. From 2008 onwards, the relative share of 

employment that can be traced back to manufacturing decreased constantly from 

11.3 percent to 9.7 percent in 2015. Combining this finding with the discussion 

on manufacturing business deaths above indicates again that the companies in 

these industries succeeded in adjusting their capacities according to demand, and 

perhaps managed to do so more effectively than their counterparts in other 

branches of the economy. This flexibility is likely to have contributed to the 

survival of some of these companies by preventing them from shutting down 

completely. 

 
Employment in manufacturing as share of total employment in percent, France 

 
2007 2008 2009 2010 2011 2012 2013 2014 2015 
11.5 11.3 10.9 10.4 10.2 10.1 10.0 9.9 9.7 

Source: Eurostat 
 

A similar picture can be painted taking Gross Value Added as reference for the 

development of manufacturing since 2008. However, while the share of 

manufacturing GVA on total GVA decreased from 12.1 percent in 2008 to 11.2 

percent in 2015, this decrease seems to be less pronounced than the one recorded 

for employment. This observation is further amplified by the slight yet 

noticeable growth rates in manufacturing GVA in 2011 and 2012, when 

manufacturing employment continued to decrease. A potential explanation for 

this development could be that the companies in these industries became more 

efficient, thereby requiring a smaller workforce to produce a similar share of 
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Gross Value Added. It appears that the manufacturing enterprises adjusted their 

capacities according to a changing economic situation and demand, indicating 

again a relatively high degree of flexibility. 

 
Gross Value Added by manufacturing as share of total in percent, France 

 
2007 2008 2009 2010 2011 2012 2013 2014 2015 
12.7 12.1 11.5 11.3 11.4 11.3 11.3 11.1 11.2 

Source: Eurostat 
 

Similar to Germany, the French government introduced economic stimuli to help 

cope with the crisis, even though they were relatively limited in scope. In 

Keynesian tradition, parts of them focused on increasing demand with the help 

of both public and private investment (e.g. car scrap bonus). Others were aimed 

at supporting companies via tax re-imbursements. Compared to the German 

stimulus packages, France took a much more modest approach, which was 

reflected by a considerably smaller budget allocated for these measures 

(Brügelmann 2011, Mathieu and Sterdyniak 2009, Vail 2014). 

 

Even though the French economy had already prior to the crisis been challenged 

with tackling issues such as high public spending and a strong need for reforms 

especially regarding administration, it was all in all only moderately affected by 

the 2008 crisis, especially compared to other member states of the European 

Union. However, economic recovery has so far has proved to be a lengthy 

process. Despite annual GDP p.c. growth rates having improved since 2008 and 

(more recently) 2012, they have so far not been even close to pre-crisis levels. 

The manufacturing industries may have been a stabilising factor in the beginning 

and a supporting factor thereafter, but for France the road to recovery seems to 

remain a tedious one. 

 

4.3 Spain 

In the years leading up to the 2008 crisis, the economy of Spain performed 

exceptionally well when it comes to growth, employment, and sped up economic 

convergence to other European economies, particularly those that have been in 

the Euro zone as well. This apparently positive development was accompanied 
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and supported by a sound fiscal policy on the one hand, and an expansionary 

monetary policy in the other. However, forebodings of what was about to come 

were already reported by the OECD as early as 2007, when it was pointed out 

that the low real interest rate had led to immoderate domestic demand, and the 

subsequent steep increase in house prices and private debt gave reason for 

concern. The OECD had therefore described the economic development of Spain 

as unbalanced, with a record breaking external deficit that kept on increasing, 

and relatively slow growth in productivity. In short it can be argued that the 

economic situation of Spain immediately prior to the crisis was not as favourable 

as it might have appeared at first glance (OECD 2007(2)). 

 

Parallel to France, the annual GDP p.c. growth rate of Spain dropped for the first 

time into negative as soon as 2008. The situation further worsened considerably 

in 2009, when a record low of -4.4 percent had been reached. Even though the 

decrease in GDP p.c. happened at a lower pace in subsequent years, it took the 

economy until 2014 to reach positive growth rates again. Even though the 

positive growth rate of 3.3 percent in 2015, the last year for which data has been 

available, outpaced that of France and Germany, the basis for it has of course 

been much lower than in these countries. It will therefore at all probability take 

considerably more time for Spain to reach pre-crisis levels again. 

 
Annual GDP growth rate p.c., Spain 

 
2007 2008 2009 2010 2011 2012 2013 2014 2015 
1.8 -0.5 -4.4 -0.4 -1.4 -3.0 -1.3 1.7 3.3 

Source: Eurostat 
 

In the early stages of the crisis the annual business death rate in terms of both, 

manufacturing and total figures resembled those of Germany and France: It 

peaked in 2009 and went into decline throughout the years that followed. Where 

the case of Spain differs from the other two however is the fact that the business 

death rate peaked again in 2012, thereby exceeding even 2009 figures. It appears 

that the general economic convulsion of 2012 hit Spain particularly hard, and let 

to even more operations going out of business. Where the development of the 

Spain economy during these years is similar to the ones already discussed above 

is that the manufacturing business death rate remained consistently below the 
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overall business death rate, indicating once again that enterprises in the 

manufacturing industries appear to the more resistant against the economic 

downturn than others. 

 
Annual business death rate in percent, Spain 

 
 2008 2009 2010 2011 2012 2013 2014 

Manufacturing 7.55 8.51 7.73 7.72 8.71 8.07 7.01 
Total 9.17 9.46 8.95 9.50 9.59 9.34 8.09 
Source: Eurostat 

 

This also becomes evident by taking a look at the share of manufacturing 

business deaths on total business deaths, which had been constantly declining 

since the 2009 crisis hit Spain most severely. The only notable exception to that 

observation is the year 2012, when manufacturing companies shut down at an 

even higher rate. The general trend of declining death rates however continued 

immediately afterwards.  

 
Share of manufacturing deaths on total business deaths in percent, Spain 

 
2008 2009 2010 2011 2012 2013 2014 
5.29 5.52 5.11 4.69 5.14 4.76 4.64 

Source: Eurostat 
 

Though bigger than the manufacturing sector of France, Spain’s manufacturing 

industries have prior to the crisis been far less important to the overall national 

economy than those of other member states such as Germany: In 2009, more 

than 18 percent of the latter’s workforce was employed in the manufacturing 

industries, compared to a relatively meagre 13 percent in Spain. Analogous to 

Germany and France, the Spanish share of employment that could be attributed 

to the manufacturing industries has been on a constant decline since 2008, 

starting off at nearly 13 percent in 2009 and falling to 10.7 percent only 6 years 

later. As stated above, this may potentially be explained by a relatively higher 

degree of flexibility manufacturing possesses when it comes to capacity, which 

helps enterprises adapt to changing circumstances more quickly.  
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Employment in manufacturing as share of total employment in percent, Spain 
 

2007 2008 2009 2010 2011 2012 2013 2014 2015 
13.1 12.9 12.0 11.8 11.6 11.2 11.0 10.8 10.7 

Source: Eurostat 
 

In opposition to employment, the share of Gross Value Added coming from 

manufacturing initially stabilized after a heavy slump in 2009. From 2013 

onwards, the manufacturing sector managed to increasingly contribute a bigger 

share to total GVA, resulting in 2015 almost reaching a level on par with 2008 

figures. Since this trend is in strong contrast to the simultaneously constantly 

decreasing share of employment, it stands to reason that throughout economic 

turmoil, Spanish businesses in manufacturing actually increased their efficiency, 

thereby producing relatively more output with a given amount of input. This 

again could potentially taken as indication that these companies managed to 

adapt to the new situation relatively quickly. It needs to be noted however, that 

compared to e.g. Germany the manufacturing sector in Spain contributes a far 

smaller share of GVA to the economy, leaving a far less powerful lever for 

helping the economy recover. This may be a possible contributing factor to the 

late recovery of the Spanish economy. 

 
Gross Value Added by manufacturing as share of total in percent, Spain 

 
2007 2008 2009 2010 2011 2012 2013 2014 2015 
15.0 14.5 13.2 13.3 13.5 13.2 13.4 13.8 14.2 

Source: Eurostat 
 

In opposition to Germany, Spain belonged to the group of countries that did not 

manage to overcome the 2008 financial crisis and everything it entailed 

relatively quickly. Instead, it seemed to be gotten ever deeper into turmoil as 

time went on, resulting in a painful recession. It was only in 2014 that the 

economy showed signs of improvements, with recovery having been under way 

ever since. In the wake of this, unemployment figures have finally been starting 

to fall, but remained at a level considerably higher than prior to the crisis. It 

remains therefore to be seen how long it will take the Spanish economy to fully 

recover from the 2008 global crisis and the domestic economic turmoil that has 

followed in subsequent years (Mendonça and Heitor 2016, OECD 2017). 
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4.4 United Kingdom 

Relative to the other economies covered in this survey, the United Kingdom has 

been regarded as something like an outsider: Despite having only a marginal 

manufacturing sector, the UK managed to recover from the 2008 crisis 

immediately after the global shockwaves ebbed away, which is going against the 

general trend of more industrialised economies recovering relatively faster than 

the less industrialised ones, as has been found and discussed in chapter III. It is 

there worth taking a closer look at the United Kingdom’s inter- and post-crisis 

years. 

 

In the years leading up to the 2008 crisis, the United Kingdom has been 

benefitting strongly from globalisation, particularly by focusing on those 

economic sectors the country has had a competitive advantage in. This means 

that for decades, the country has had a strong focus on knowledge-intense 

industries, especially regarding the financial services industries. In return, the 

manufacturing side of the economy had been neglected, leading to the 

decomposition of a once strong industrial heritage. Despite all this, 

unemployment figures have been low. On the downside, problems such as a 

major budget deficit based on high public spending had been haunting the 

United Kingdom for years (OECD 2007(3)). 

 

In terms of GDP, the country has experienced a strong negative per capita 

growth rate of 1.4 percent already a year earlier than for example Germany, 

which managed to maintain positive figures until eventually giving in in 2009. 

This can be explained by the strong overseas involvement of the British financial 

industries, which naturally have directly suffered when the subprime mortgage 

crisis that shook the United States of America (OECD 2009). The worst blow 

however came a year later, when in 2009 per capita GDP fell by 5 percent, a 

setback worse than those recorded in Germany, France or Spain.  

 

Despite all of this, the United Kingdom managed to reach positive growth rates 

as early as 2010, and has continued to grow consistently ever since, despite two 
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smaller setbacks in 2011 and 2012 respectively. Already in 2014, the UK’s 

annual per capita GDP growth exceeded that of pre-crisis 2007, and remained 

positive despite a noticeable slowdown in 2015. 

 
 

Annual GDP growth rate p.c., United Kingdom 
 

2007 2008 2009 2010 2011 2012 2013 2014 2015 
1.7 -1.4 -5.0 1.1 0.7 0.6 1.3 2.3 1.4 

Source: Eurostat 
 

The development of the annual business death rate for both manufacturing and 

total was similar to the ones in Germany and France: Peaking in 2009 at 9.86 

percent, the rate for the manufacturing industries decreased steadily over time. It 

was only in 2014 that the death rate for this sector noticeably jumped again. In 

terms of total figures, the trend has been almost the same with the exception of 

2013, when manufacturing remained roughly steady while total business deaths 

went down noticeably. Throughout the whole observation period however, the 

business death rate in manufacturing remained well below total, which reflects 

previous findings. 

 

Annual business death rate in percent, United Kingdom 
 

 2008 2009 2010 2011 2012 2013 2014 
Manufacturing 8.68 9.86 9.29 8.42 8.31 8.34 8.59 
Total 11.27 13.47 10.72 9.82 10.64 9.70 9.77 
Source: Eurostat 

 

The share of manufacturing on total business deaths peaked in 2010 and 

decreased almost steadily in the years that followed, which roughly resembles 

the trend observed in the previous cases. It needs to be noted however that the 

share recorded in 2014 (the last day for which data was available) was slightly 

higher than in 2008, when the crisis initially hit the United Kingdom. The 

sudden rise in 2013 is of a similar magnitude than the one recorded for Spain, 

with the exception that the latter occurred already a year earlier in 2012.  

 
 
 



   

 

47 

  

Share of manufacturing deaths on total business deaths in percent, United 
Kingdom 

 
2008 2009 2010 2011 2012 2013 2014 
4.61 4.48 5.27 5.03 4.66 5.02 4.89 

Source: Eurostat 
 

The share of employment in the United Kingdom that could be associated to the 

manufacturing industries was the lowest of all countries covered in this chapter, 

and decreased further in subsequent years, which is trend however is a recurring 

theme across all economies that have been examined in greater Throughout the 

observation period, the share of employment went down from 9.2 percent in 

2008 to 8.0 percent in 2015, resembling the junior role manufacturing plays in 

the economy of the United Kingdom. 

 
Employment in manufacturing as share of total employment in percent, United 

Kingdom 
 

2007 2008 2009 2010 2011 2012 2013 2014 2015 
9.5 9.2 8.7 8.5 8.4 8.4 8.2 8.1 8.0 

Source: Eurostat 
 

The picture painted by GVA however looks different: From 2008 to 2015, 

manufacturing contributed approximately the same annual share to total GVA, 

with only minor or medium changes that can be observed particularly in 2013 

and 2015. This again indicates that the manufacturing industries increased their 

efficiency over time, given that roughly the same output had been produced in 

2015 than it did at the outbreak of the crisis in 2008 - despite a noticeably 

reduced workforce. 

 
Gross Value Added by manufacturing as share of total in percent, United 

Kingdom 
 

2007 2008 2009 2010 2011 2012 2013 2014 2015 
10.1 10.1 9.7 10.0 10.0 9.9 10.3 10.2 9.8 

Source: Eurostat 
 

Even though the United Kingdom belongs to the less industrialised group in this 

comparison, it managed to recover relatively quickly from the initial blow sent 

over from across the Atlantic. This goes against the general findings outlined in 
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chapter III, and can therefore be regarded as an outlier to the general scheme. 

This does however not necessarily indicate that manufacturing played no role at 

all in the resilience of the UK economy: As has been stated above, figures of 

business death rates revealed that the companies associated to the manufacturing 

industries went out of business in smaller number compared to the overall 

economy.  

 

The UK’s quick recovery also does not cover the fact the crisis did hit the 

economy severely, at least in the earl stages: unemployment was on the rise, 

government spending was increased considerably, the budget deficit worsened, 

and wages as well as tax revenues suffered; stimulus programmes and 

macroeconomic measures such as significantly lowered interest rates as well as 

quantitative easing were implemented to help fuel the economy. The question 

therefore arises to what extent the rapid recovery of the United Kingdom can 

merely be associated to the absence or presence of certain industries alone. 

While the major policy interventions are said to have played a considerable role 

in the recovery, the massively increased budget deficit during the crisis years as 

well as a poor development in terms of labour productivity pose future threats to 

the economy and put the otherwise successful recovery of the United Kingdom 

into perspective (Akinsoyinu 2015, OECD 2015). 

 

4.5 Poland 

Directly before the turmoil starting in 2008, Poland enjoyed five years of 

extraordinary economic development, featuring annual GDP growth rates of 

more than 6 percent for the two years leading directly up to the global economic 

crisis. This manifested itself by heavy increases in investment, particularly from 

abroad, and a massive decrease in unemployment as well as major increases in 

wages. The economic upswing was big enough to require tight monetary and 

budgetary policies in order to keep the economy from overheating: it was feared 

that the excess demand and a rising inflation would harm the economic 

expansion in the medium-term. This however directly contradicted the need for 

heavy investments in infrastructure, which resulted in the Polish government 

having to act extremely cautious with their investment strategies (OECD 2008). 



   

 

49 

  

 

Despite these concerns, the Polish economy proofed to be extraordinarily 

resistant against the 2008 economic crisis. Even though annual per capita growth 

rates declined following an impressive positive 7.1 percent growth in 2007, 

negative growth rates were not even once recorded during and after the crisis. 

After suffering from the same economic downswing as the other member states 

of the EU in 2012 and 2013, GDP p.c. growth picked up speed again from 2014 

onwards, reaching 4 percent in 2014. Poland is the only economy that not even 

once recorded negative growth rates in per capita GDP after the crisis hit Europe 

in 2008.  

 
Annual GDP growth rate p.c., Poland 

 
2007 2008 2009 2010 2011 2012 2013 2014 2015 
7.1 4.2 2.7 2.6 5.0 1.6 1.5 3.3 4.0 

Source: Eurostat 
 

Nevertheless, annual business death rates were relatively high compared to other 

countries covered in this chapter. This goes for both manufacturing and the 

economy as a whole. It is also interesting to note that in both cases, death rate 

have actually increased over time from 8.31 percent in 2008 to nearly 11 percent 

in 2013 for manufacturing, and from a little over 9 percent in 2008 to 12.81 

percent in 2013 for the overall economy. 

 

Unfortunately data on Polish annual business death rates was not available for 

the education sector, which has therefore not been included in this comparison. 

Still, manufacturing death rates were arguably well below the total death rates in 

every single year in the observation period, and taking the other country cases as 

reference it is doubtful whether data for education would have been able to 

change that particular outcome significantly. Consequentially, the Polish 

experience with manufacturing losing a smaller share of businesses compared to 

total resembles that of every other economy that has been examined in greater 

detail in this chapter. It also needs to be noted that data for 2014 on Polish 

business death rates was not available for any sector, which is why the fields for 

this year have been left blank in the table beneath.  

  



   

 

50 

  

Annual business death rate in percent, Poland 
 

 2008 2009 2010 2011 2012 2013 2014 
Manufacturing 8.31 9.79 8.88 9.58 9.49 10.98 - 
Total 9.13 10.96 10.71 11.43 11.28 12.81 - 
Source: Eurostat 

 

The share of manufacturing business deaths on total business deaths declined 

overall noticeably from almost 11 percent in 2008 to a little over 10 percent in 

2013. This was however not a straight and constant decline: After significant 

drops having been recorded in both 2009 and 2010, the rate has started to grow 

steadily in the years that followed. 

 

Share of manufacturing deaths on total business deaths in percent, Poland 
 

2008 2009 2010 2011 2012 2013 2014 
10.95 10.58 9.80 9.84 9.93 10.06 - 

Source: Eurostat 
 

A comparable development can be observed in the share of employment that can 

be attributed to manufacturing, which initially declined considerably from 20.4 

percent in 2008 to 18.6 percent in 2010 respectively 2012. In subsequent years 

however, manufacturing started to regain lost territory and increased its portion 

of total employment steadily. In 2015, the last year for which data has been 

available, this share reached 19.4 percent, which is a significant increase from 

only three years earlier. 

 
Employment in manufacturing as share of total employment in percent, Poland 

 
2007 2008 2009 2010 2011 2012 2013 2014 2015 
20.2 20.4 19.3 18.6 18.7 18.6 19.0 19.1 19.4 

Source: Eurostat 
 

Similar to other countries, the manufacturing GVA dropped after the industries 

were exposed to the economic shockwaves of 2008, and lost considerable 

ground until 2010. This loss was compensated for starting in 2011, and even 

through the for all European economies difficult years of 2012 and 2013 the 

status quo could be roughly held. What followed in 2014 and 2015 was a rapid 

increase in manufacturing GVA, first by 1 percentage point in 2014, resulting in 
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equalling the pre-crisis figure from 2007, which was then followed by another 

0.8 percent growth in 2015. The resulting share of manufacturing GVA of 19.7 

percent therefore clearly exceeded pre-crisis levels . At the end of the 

observation period, these industries contributed a considerably higher share of 

GVA to the Polish economy than in 2007, despite a relatively smaller workforce, 

This once again indicates a significant increase in production efficiency. 

 
Gross Value Added by manufacturing as share of total in percent, Poland 

 
2007 2008 2009 2010 2011 2012 2013 2014 2015 
18.9 18.6 18.5 17.7 18.1 18.4 17.9 18.9 19.7 

Source: Eurostat 
 

It would be a grieve misinterpretation to argue that Poland had not been affected 

by the 2008 crisis at all, as e.g. Diacon, Donici and Maha did in their 2013 paper 

on the development of the global crisis to a national one. It is however arguably 

true that Poland performed exceptionally well, managing positive growth rates in 

every single year despite the economic distortions in surrounding economies. A 

contributing factor for Poland having performed so exceptionally well during 

and past the crisis is the weakening of the Polish Złoty in late 2008 and early 

2009, which helped keeping exports up even through dire times, thereby 

naturally affecting the manufacturing industries positively. Other reasons for the 

good performance of the Polish economy that have been cited was on the one 

hand an increased investment in infrastructure and on the other had a major 

influx of funding from the European Union, which acted as additional fuel 

keeping the Polish economy growing. Legislative actions however were 

considered to have produced only questionable results with regard to crisis 

management (Duszczyk 2014, OECD 2016(3)). 

 

4.6 Czech Republic 

In the years leading up to the 2008 Financial Crisis the economy of the Czech 

Republic had been in an upswing: GDP growth had picked up speed, and both 

inflation and interest rates were low, making the country look particularly good 

compared to others in the region, which were also in the lengthy process of 

closing the gap to the older EU member states. The Czech Republic was set to 
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join the Euro zone in the foreseeable future, and did its best to meet all 

prerequisites. There were however a few clouds on the horizon: Despite deficits 

being reasonably low, cuts in public spending were needed to facilitate the trend. 

Other necessary reforms concerned the labour market and the general business 

environment, particularly with regard to corruption and an overboarding 

bureaucracy. All in all however, the Czech Republic was in relatively good 

shape as it entered the crisis years (OECD 2006). 

 

This also reflected on annual per capita GDP growth, which directly before the 

crisis reached 5 percent. As the global economic turmoil fully unfolded in the 

Czech Republic, GDP p.c. growth initially dropped to 1.7 in 2008, followed by 

another slump to -5.4 percent the following year. Since then however, the Czech 

economy managed to pick up speed and produced positive growth rates for the 

next 2 consecutive years. Unsurprisingly, the for the economy of the European 

Union generally troubling years of 2012 and 2013 dealt another blow to the 

Czech economy, forcing it go shrink again in p.c. figures, even though far less 

severely than in 2009. Since then the Czech Republic has recovered from the 

crisis, recording a positive growth of 4.4 percent per capita in 2015, thereby 

almost matching its pre-crisis performance. All in all, it can be said that the 

country managed to pull through the difficult years following 2008 relatively 

well. 

 
Annual GDP growth rate p.c., Czech Republic 

 
2007 2008 2009 2010 2011 2012 2013 2014 2015 
5.0 1.7 -5.4 2.0 2.2 -0.9 -0.5 2.6 4.4 

Source: Eurostat 
 

As is the case with the other European economies, the blow that was dealt to the 

Czech Republic in 2008 caused more businesses to close down as the economic 

turmoil unfolded. What sets the Czech Republic apart from most other cases 

covered in this analysis is that its death rates for the manufacturing industries 

and the economy as a whole has overall been rising every year since 2008: 

Manufacturing started out at a rate of 6.48 percent when the crisis swapped over 

Europe, with the share increasing to 8.78 percent in 2014. Total business deaths 

developed accordingly, going up from just over 8 percent in 2008 to 10.54 
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percent in 2014. The only country in this comparison displaying a similar 

development was Poland, which has been discussed above. Nevertheless, the 

Czech Republic followed the general trend of manufacturing having been 

responsible for business death rates that were consistently below those of the 

economy as a whole. 

 
Annual business death rate in percent, Czech Republic 

 
 2008 2009 2010 2011 2012 2013 2014 

Manufacturing 6.48 6.90 7.29 7.32 8.53 7.99 8.78 
Total 8.03 8.10 8.85 9.00 9.58 9.83 10.54 
Source: Eurostat 

 

However, it needs to be noted that the share of manufacturing deaths on total 

business deaths did increase throughout the observation period from 11.90 

percent in 2008 to 12.29 percent in 2014, which was also the all-time high 

during the observation period. The country with a comparable development was 

the United Kingdom, even though the difference between the figures at the 

beginning and at the end of the observation period was much smaller (2008: 4.61 

percent; 2014: 4.89 percent). 

 

Share of manufacturing deaths on total business deaths in percent, Czech Republic 
 

2008 2009 2010 2011 2012 2013 2014 
11.90 12.20 11.57 11.41 12.28 10.71 12.29 

Source: Eurostat 
 

Over a quarter of the total workforce of the Czech Republic was employed in the 

manufacturing industries prior to the crisis. Despite noticeable disruptions 

between 2008 and 2010, when this share fell to 24.8 percent, the sector 

recovered quickly and managed to increase its portion constantly in subsequent 

years. Even though it had not quite reached its pre-crisis level at the end of the 

observation period in 2014, manufacturing manifested its role as major provider 

of employment in the Czech economy. It is also interesting to note that the 

yearly changes in employment associated to manufacturing were not as 

pronounced as the changes in business death rates, particularly between the years 

of 2011 and 2014. This could be taken as indication that during these years 

either it was mostly small businesses in manufacturing that had to close down, or 
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it took employees that had been laid off relatively little time to find employment 

in related fields. At any rate, the actual share of employment attributed to 

manufacturing remained more or less unaffected by these disturbances. 

 
Employment in manufacturing as share of total employment in percent, Czech 

Republic 
 

2007 2008 2009 2010 2011 2012 2013 2014 2015 
27.3 26.9 25.3 24.8 25.7 25.9 25.8 25.9 26.4 

Source: Eurostat 
 

In terms of Gross Value Added, the development was even more favourable for 

the manufacturing industries: their share on total GVA dropped from 26 percent 

in 2007 to 22.9 percent in 2009, but recovered thereafter. In 2014 the sector 

contributed a bigger share to total Czech GVA than prior to the crisis, and a year 

later a new height of 27 percent has been recorded. As in previous cases, even 

though the Czech manufacturing industries have employed a smaller workforce 

compared to 2007, the share they contribute to national GVA has become 

relatively bigger. This again indicates a successful adaptation process to a 

changing environment, resulting in a noticeably higher degree of efficiency. 

 
Gross Value Added by manufacturing as share of total in percent, Czech Republic 

 
2007 2008 2009 2010 2011 2012 2013 2014 2015 
26.0 24.5 22.9 23.4 24.4 24.7 24.8 26.8 27.0 

Source: Eurostat 
 

Even though the recovery from the crisis has not been as straight forward as in 

other European economies with strong manufacturing sectors such as Germany, 

growth has picked up speed in 2015 mainly due to reasonably low prices of 

commodities and a fixed exchange rate to the Euro, as well as funding from the 

European Union. On the flip side, convergence has come to a halt in terms of 

livings standards and income, partly because of a relatively week domestic 

market and partly because of poor performance in productivity growth. In 

general the Czech economy performed reasonable well throughout the crisis and 

managed to maintain relatively low debt levels (OECD 2016(4), Jachowicz 

2016). The manufacturing sector remained to be a major employer, and likely 
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contributed to the recovery by having increased its GVA share significantly from 

2009 onwards. 

 

4.7 Slovenia 

Since the mid 1990s, Slovenia had displayed a remarkable performance in 

catching up to average OECD GPD p.c. figures, and managed to do so without 

accumulating considerable debt. Thanks to structural reforms and a favourable 

business environment, the country managed to reduce deficits and boast 

consistently above average positive growth in GDP. And even though a number 

of problems such as relatively low foreign direct investment, key sectors of the 

economy (first and foremost retail, energy, telecommunications, and financial 

services) displaying a high market concentration still needed to be addressed, the 

situation on the labour market had been improving significantly prior to the 

crisis, resulting in a promising convergence process (OECD 2009). 

 

Examining annual GDP p.c. growth rates of the Slovenian economy reveals that 

the 2008 global crisis initially hit the country heavily, with growth falling from 

6.4 percent in 2007 to -8.7 percent two years later, which is one of the biggest 

drops of all EU member states. And even though the positive growth figures had 

been reported for 2010 and 2011, this proved to be only a temporary recovery. 

Negative annual growth figures were again recorded in the two years that 

followed, resembling similar experiences in other national economies of the 

European Union. It was only in 2014 and 2013 that Slovenia managed to achieve 

sustainable growth figures again, even though they were still far from the ones 

recorded immediately prior to the crisis that swept over Europe. 

 
Annual GDP growth rate p.c., Slovenia 

 
2007 2008 2009 2010 2011 2012 2013 2014 2015 
6.4 3.1 -8.7 0.9 0.5 -2.9 -1.2 3.0 2.2 

Source: Eurostat 
 

As with other European economies, Slovenia’s annual business death rate was 

changing heavily throughout the inter- and post-crisis years, both in terms of 

total businesses in general, and manufacturing in particular. It is interesting to 
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note that manufacturing business deaths peaked in 2010, when it increased to 

6.49 percent from 5.22 percent only two years earlier. While that rate has 

generally been falling in the years that followed, total business deaths kept on 

growing, and reached its height only in 2012 at 9.21 percent. This was a 

significant increase from just 4 years earlier, when 6.64 percent of all businesses 

went out of operation in 2009. Apparently, the manufacturing sector in Slovenia 

managed a U-turn in this regard much quicker than the general economy, again 

indicating that this sector has been quicker in dealing with the changing business 

environment. The situation of manufacturing kept on improving to such an 

extent that in 2014, a lower share of manufacturing businesses shut down than in 

2008, which is a year before the global crisis dealt the hardest blow to the 

Slovenian economy. After 2012, total business deaths developed similarly 

favourably, even though they were still above 2008 levels. 

 

Annual business death rate in percent, Slovenia 
 

 2008 2009 2010 2011 2012 2013 2014 
Manufacturing 5.22 5.87 6.49 5.20 6.03 6.25 4.82 
Total 6.64 7.54 8.49 8.32 9.21 9.10 6.93 
Source: Eurostat 

 

The development described above has also been reflected in the share of 

manufacturing business deaths on total business deaths, which decreased both 

constantly and significantly between 2008 and 2011, and only increased slightly 

when the Slovenian economy as a whole managed to regain its composure after 

2012. Similarly to above, in 2014 relatively fewer businesses in the 

manufacturing industries went out of business compared to 2008.  

 
Share of manufacturing deaths on total business deaths in percent, Slovenia 

 
2008 2009 2010 2011 2012 2013 2014 
10.62 9.92 9.37 7.41 7.70 8.25 8.21 

Source: Eurostat 
 

A less favourable picture of manufacturing can be painted regarding its share of 

employment, which decreased from 23.7 percent in 208 to 20.3 percent in 2010, 

even though it stabilised thereafter and had stayed roughly at the same level ever 

since. This is comparable to developments observed in other economies, and 
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may indicate that excessive capacities have been gotten rid of without 

substantially affecting the actual output. 

 
 
 

Employment in manufacturing as share of total employment in percent, Slovenia 
 

2007 2008 2009 2010 2011 2012 2013 2014 2015 
23.7 23.0 21.2 20.3 20.6 20.5 20.3 20.2 20.3 

Source: Eurostat 
 

This impression can further be supported by examining the Gross Value Added 

that manufacturing has contributed annually to the Slovenian economy: Even 

though this share fell significantly from 2007 to 2009, it managed a U-turn the 

following year, and has in 2015 even surpassed 2007 figures. As stated in other 

cases discussed above, this is an indication of improved efficiency, which might 

partly be explained by being a necessity in a worsening general economic 

situation, which in turn showcases a considerable amount of flexibility in 

manufacturing and an ability to adapt to a changing environment. 

 

Gross Value Added by manufacturing as share of total in percent, Slovenia 
 

2007 2008 2009 2010 2011 2012 2013 2014 2015 
23.3 21.9 19.6 20.2 21.0 21.6 22.5 23.1 23.2 

Source: Eurostat 
 

Slovenia was been hit significantly by the 2008 crisis, and it took the economy at 

least until 2014 to escape the most severe turmoil for good. The Slovenian 

government responded to the crisis with significant reforms regarding the 

pension system, the labour market, and regulations concerning banking, as well 

as with privatisation efforts of key sectors of the economy that have already been 

mentioned above. As a result, the fiscal deficit has been consolidated, and 

excessive lending due to easy access to credit has been battled. Still, long-lasting 

problems such as an innate high-employment still haven’t been solved, despite 

the afore-mentioned labour market reforms. Despite all this, the Slovenian 

manufacturing industries seemed to have been a stabilizing factor during the 

crisis years and an additional boost during recovery, given that its share of Gross 
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Value Added has been increased significantly since 2009, the year the economy 

had been hit the most by the crisis (OECD 2015(2), Verbič et. al. 2014). 

 

4.8 Conclusion 

The apparent increased importance of manufacturing for national economies of 

the European Union stand in contrast to the long-term development of recent 

decades, which showed a significant decline of the manufacturing industries in 

Europe. Eurostat (2016) reported in a news release that in the 20 years between 

1995 and 2015 the share of Gross Vale Added has dropped from 23.3 to 19.3 

percent, while manufacturing employment dropped from 20.9 to 15.4 percent in 

the same time period. Only a few economies had a clear focus on this sector, 

notably the Czech Republic, Poland and Slovenia, in which the manufacturing 

industries have been the biggest employers. Taking a closer look at individual 

economies however reveals that the manufacturing industries proved to be 

relatively more resilient against the initial hit of the 2008 crisis. They managed 

to maintain this advantage in subsequent years by apparently adapting to the 

changing environment, thereby securing their own survival. In the end, this is 

likely to have been a considerable help in the eventual recovery phases of the 

national economies by simply having to increase capacities again, rather than 

having to start businesses from scratch.  

 

Conclusion 

Even though economic resilience has enjoyed some increased popularity since 

the 2008 crisis, research on this concept is still rather limited. Given that 

companies in the manufacturing industries tend to stay longer in business during 

challenging times than others, the question arises whether they might be active 

contributors to the resilience of an economy, particularly in terms of diminishing 

the initial blow and, at a latter stage, improving the speed of recovery. By 

examining the performances of the individual national economies of the 

European Union throughout the inter- and post-crisis years, evidence has been 

found that a higher degree of industrialisation leads to decreased initial 

vulnerability to economic shocks on the one hand, and quicker recovery on the 
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other. Consequentially, this finding indicates that a greater share of 

manufacturing in an economy results in better overall resilience. It has to be 

noted however, that outliers demonstrated that this is unlikely to be a universal 

rule, since for example the United Kingdom managed a relatively quick recovery 

from the initial blow despite manufacturing playing only a junior role in its 

economy. Poland has also been a special case, given that it has never recorded 

negative GDP p.c. growth rates in the first place, despite possessing a vast 

service sector. Given these cases, it could be argued that even though having a 

strong manufacturing sector appears to be a contributing factor to increased 

economic resilience, the question arises whether it could be more a question of a 

favourable balance of the economic sectors, as well as sound fiscal and monetary 

policies that help immunize economies against economic shocks to some degree. 

This in turn is a potential starting point for further research on the topic of 

economic resilience. It would also be interesting to investigate if similar findings 

to the ones in this paper can be found for areas outside the European Union. 
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