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Abstract 

This thesis explores the effect of economic support zones within the Swedish development 

programs on employment. This question is answered using a difference in differences design 

and a reform in 2014 that changed the zone status of 18 municipalities. The thesis merges 

aggregated RAMS-data for municipal employment and an extract on granted funds from NYPS. 

No effect is found on neither the total number of employed nor any composition changes in 

workers between sectors. The results do not follow the theoretical predictions of Bartik (1991) 

and Moretti (2010) and is not in line with most of the previous literature. A reason for this 

divergence is that labour mobility is not affected by the reform which prevents any effect on 

employment.
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1. Introduction  

Within countries, different regions have different economic capabilities and paces of economic 

growth. This can occur for several reasons, but a common strategy for governments to address 

this issue is to direct economic development in order to equalize economic growth. A widely 

used policy tool is the creation of regional development programs, which through incentives, 

subsidies and tax-cuts aim to encourage local economic development in specific regions of a 

country (Encyclopaedia Britannica 2020). Sweden is no exception, with two development 

programs active in the country, namely the European Regional Development Fund (ERDF) and 

Sweden’s own national development program (henceforth called SNDP). Both programs aim 

to boost the economic performance of Sweden’s most economically vulnerable areas, but they 

apply a slightly different approach to reach that goal. The ERDF has allocated 8 billion SEK to 

co-fund public and non-profit organizations projects to boost economic growth from 2014 to 

2020. The SNDP grants around 2 billion SEK per year to both firms and region-wide projects 

in order to promote economic growth for companies in economically vulnerable areas, but also 

for the area itself (Tillväxtverket 2018). In order to boost the economic performance of 

economically vulnerable municipalities, the SNDP divides all municipalities into different 

economic support zones. Thus, firms operating in an economy support zone can receive more 

funds for projects, compared to firms operating outside a specific economic zone. 

This thesis aims to explore the effects of regional development programs on employment using 

a Swedish reform in 2014 which changed the economic support zone status of several 

municipalities. This reform only influences funds granted through the SNDP, but due to the 

similar nature of the SNDP and the ERDF the results may be generalized. The research question 

will be the following: how do total employment and the composition of workers in a 

municipality change due to the municipality leaving an economic zone? 

There is a growing literature on the effects of place-making policies and local labour demand 

shocks. Bennmaker, Mellander and Öckert (2009) examine the effect of a payroll tax reduction 

on employment and wages, available for firms operating in an economic support zone in 

Sweden. They find a positive effect on wages but no statistically significant effect on 

employment. Kline and Moretti (2014) study the long-term effects of the Tennessee Valley 

Authority, a large-scale project targeted at improving the infrastructure in one of the poorest 

regions in the US. The study finds positive effects on the productivity of the manufacturing 

firms during the active period of the project. When the federal funding was removed, the authors 

find an insignificant negative effect on productivity due to capital stock depreciation. 
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Busso et al. (2013) compare winners and losers of the Empowerment Zone Program in the US, 

which decreased payroll taxes, subsidized infrastructure and encouraged local business 

development. They find that the program increased local earnings, and led to an increase in jobs 

ranging from 12% to 19% inside the zones. Many papers have also started to consider the 

indirect effects of development programs and labour demand shocks. Greenstone, Hornbeck 

and Moretti (2010) compare U.S. counties that won a bid for the opening of a large plant to 

those who lost it. They found that already established firms in the winning counties experienced 

an increase in productivity, compared to established firms in the losing countries, which 

provides evidence of agglomeration spillovers. Schönberg et al. (2018) study mass layoffs 

caused by plants closings in Germany. In excess of the direct lost jobs caused by the plant 

closure, additional jobs were lost in the local economy through local multiplier effects. They 

find that a mass layoff that reduced the regional employment by 1.9% multiplied to 3.5% after 

four years, and 6.5% after a decade. The study concludes that jobs lost in the local economy 

due to the spillover effects represents 35% of total jobs lost four years after a plant closure. 

Faggio and Overman (2014) examine if there is a crowding out effect from increased public 

employment on private employment in the UK. They find no effect on total private sector 

employment, but instead a shift within private employment from the tradeable sector to the non-

tradeable sector. As described in this paragraph, the previous literature finds effects of these 

policies, but when considering the total effect on a national level it may be a zero-sum game. 

In a revision of the literature, Moretti (2011) concludes that if workers and firms are highly 

mobile, there is little effect on the total welfare in a country from regional development 

programs. 

Even though there is an extensive amount of literature on the effects of labour demand shocks, 

there is as far as I know little academic research on the effects of ERDF and other national 

development programs in the European Union, and even scarcer research on the effects of these 

programs on employment. The effects of regional development policies are relevant for 

policymakers for several reasons. Not only because large sums of money are directed towards 

these programs, but also because if the goal is to equalize economic wellbeing within a country, 

then policymakers need to understand the efficiency of the tools available. The Swedish labour 

market is also special compared to the study object of earlier studies due to its limited labour 

mobility (Moretti & Thulin 2013). This thesis will therefore add to the literature by exploring 

the effect on employment in a scenario with limited labour migration, and therefore a rigid 

labour supply.  
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A naïve OLS regression on the effect of being in an economic support zone would be misleading 

since municipalities are assigned to support zones because of their poor prior economic 

performance. Thus, the estimated effects on labour market outcomes from being in an economic 

support zone using this type of specification would be substantially downward biased. Instead, 

this thesis applies a difference in differences design using the reform that caused 18 

municipalities to leave economic support zone B, with the counterfactual outcome for this group 

proxied by the 31 municipalities that stayed in economic support zone B during the whole time 

period. These two groups are similar before the reform both in the size of granted funds, but 

also in labour market outcomes. This empirical method is less susceptible towards the earlier 

mentioned bias as it controls for both time invariant municipality characteristics and common 

time shocks. A key assumption required for this method to able to yield causal estimates is that 

the counterfactual outcome for the treatment municipalities, proxied by the outcome in the 

control group, is valid. There are several reasons to believe why this is the case. As will be 

shown throughout this thesis, the pattern for both outcome variables and background 

characteristics move in a similar fashion prior to the treatment taking effect, and even if there 

are differences in unobservable characteristics between the two groups, these differences are 

controlled for using the previously mentioned municipality and time fixed effects.  There is 

limited concern for selection bias that would have been caused by municipalities being selected 

into treatment dependent on their expected future outcome, as the decision is made on an 

interunion level by the European Commission. The European Commission directives for what 

regions that can be granted economic support zone status is equal and binding for all member 

states, it is therefore reasonable that they put very limited weight of the outcome in the 18 

treatment municipalities, and instead consider the general wellbeing within the European 

Union.  

The main results show that at there is a statistically insignificant negative effect on employment 

from leaving economic support zone B. The estimated effect is reversed when country 

municipal time trends are included and instead show a non-statistically significant positive 

effect of leaving municipalities on employment. Likewise, there is no effect found on the 

composition of workers due to a municipality leaving an economic zone, with the estimated 

changes in employment in different sectors being neither economically nor statistically 

significant. Moreover, no effect is found on labour migration due to the reform, which could 

have been a mechanism through which the development program would have increased 

employment.  
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These findings are not in line with the theoretical predictions of Bartik (1991) and Moretti 

(2010). Combining the discussion of both papers, a small decrease in the total number of 

employed as well as a composition change, with workers moving from the subsidized tradeable 

and non-subsidized tradeable sectors to the non-subsidized tradeable industry, is to be expected. 

However, in line with what Bartik highlights, labour mobility is very limited in the short run 

and is not affected by the exit from an economic support zone. 

The conclusion of the thesis is that leaving an economic support zone has very limited effects 

on employment. A probable reason for the lack of any effect is the labour mobility was not 

affected by the reform. While the effects of other development programs, such as the ERDF, 

are not tested, the effect on employment from such programs are likely to be similar if the 

projects do not promote labour mobility. This raises the question on the effectiveness of the 

current development zones, and if the amount of granted funds equals the benefit gained for the 

local economy if there is no effect on employment. 

The remaining part of this thesis is structured in the following manner: Section 2 presents the 

background of the regional development programs active in Sweden and the reform that caused 

the change in the economic support zones; Section 3 describes the data used in the study and 

presents descriptive statistics over the treatment and control group; Section 4 discusses 

theoretical predictions on how employment is affected by regional development programs; 

Section 5  explains the empirical method; Section 6 presents the main results and various 

sensitivity tests; and Section 7 contains the discussion and conclusions of the study. 
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2. Background 

There are two regional development programs active in Sweden, the European Regional 

Development Fund, ERDF, and Sweden’s own national development program, SNDP. These 

two programs have common goals and it is not rare that funds from both programs are directed 

towards the same project (Tillväxtverket 2018). However, even though there are many 

similarities between the programs, there are also distinguishable differences.  

2.1 ERDF 

The ERDF has its goals and rules set by the European Commission, which requires the applicant 

to be part of a public, non-profit or economic association and that the project targets certain 

development areas. These development areas are innovation and research, digitalization, 

support for small and medium-sized enterprises (SMRE’s) and establishing a low-carbon 

economy (European Commission 2020). In order to equalize economic cohesion between 

regions, the requirement for projects to fulfil the earlier mentioned development areas differ, in 

developed regions 80% of the funds must be directed at projects that fulfil at least 2 

development areas, while for less developed regions 50% of the funds must be directed towards 

project that fulfil one development area (Ibid). The ERDF has allocated 8 billion SEK to 

Sweden for the years 2014-2020 and does require 50% of the projects total costs to be supplied 

by other actors (Tillväxtverket 2020a).  In practice, this means that most funds granted through 

the ERDF is directed to municipality-spanning projects in the northern and sparsely populated 

regions of Sweden (Tillväxtverket 2020b). 

2.2 SNDP and RI 

The Swedish development program is broader with several different types of financial support 

available for a larger pool of actors. Part of the program allocates funds towards aiding 

businesses in less developed parts of the country to operate, while a different part is directed 

towards co-financing projects boosting regional economic growth, often in conjunction with 

the ERDF (Tillväxtverket 2018). The program also aids companies in expanding their business 

with investment support; all companies can apply for financial aid, but firms located in 

economic support zones can apply for a specific grant called Regionalt Investeringsstöd 

(henceforth called RI) (Ibid). Access for firms to RI is regulated by creating economic support 

zones. Sweden’s municipalities are divided into zone A (in which firms are eligible for RI and 

receives the largest amount of funds) and zone B (in which firms are eligible for RI but granted 

a smaller amount). The remaining municipalities are not eligible for RI, and will be referred to 

as municipalities belonging to zone C. 
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Similar to all grants within the SNDP and ERDF, the RI must be co-financed. Companies 

applying for RI needs to supply at least 65% of the investment costs (Tillväxtverket 2020c). In 

2018, companies receiving RI had a total investment cost of 1920,6 million SEK, of which 

323,5 million was received through grants (Tillväxtverket 2018). This shows that the program 

leads to a substantial increase in investment in relation to what is only granted through funds. 

Even though the RI-grants are funded by the Swedish national government, the guidelines for 

what companies can receive support for and what regions are granted economic zone status is 

decided by European Commission directives (European Commission 2013). RI is mostly 

granted to SMRE’s and requires the investment to lead to sustainable economic growth of the 

company and for the region it is established in. Large companies can apply for RI given that it 

leads to a new establishment of the company in the region (Tillväxtverket 2020c). In general, 

RI is given to companies that are credit constrained, but have investment opportunities. Without 

the financial support to these companies there may be an underinvestment in the municipality 

(Tillväxtverket 2018). Therefore, while the funds are directed towards purchase of capital, it 

should still influence employment. While firms in all sectors of the economy can apply for all 

types of grants, most funds are directed toward the Extraction and Manufacturing sector (Ibid). 

When there is a change in the economic support zone for a municipality, eligibility for RI also 

changes. The eligibility changes the access to funds, and therefore, a change in zone status for 

a municipality should have a similar effect on municipal employment as a change in funds. The 

change in zone status, i.e. access to funds, may therefore also have similar effects as other grant 

types within the SNDP or regional projects supported by the ERDF, given that funds are 

directed towards the same type of investment support projects as RI. 

2.3 The Economic Support Zones 

The economic support zones have been changed repeatedly during the 2000s, with the last 

change taking effect in July 2014 (SFS 2014:388), and the prior change taking effect in 2007 

(SFS 2007:62). The 2014 reform was caused by a change of directives for which municipalities 

that can be part of a development region (European Commission 2013). In the 2014 to 2020 

directive set by the European Commission, 12.26% of the Swedish population live in areas that 

can be granted economic support zone status. The corresponding figure for the 2007 to 2013 

directive was 15.3% (European Commission 2006). The change from 15.3% to 12.26% is due 

to a change of requirements that a municipality has to fulfil to be part of an economic support 

zone. This caused 28 municipalities to change zone, of which 18 left zone B for zone C. 
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In addition to the 18 municipalities that left zone B for zone C, 10 other municipalities were 

also affected by the reform. However, due to various factors1 they are unsuitable to be 

considered as treatment municipalities; this leads to the treatment group consisting of the 18 

municipalities leaving zone B for zone C. The control group consists of the 31 municipalities 

that stay in zone B. 

The main benefit of being in an economic support zone for companies is that they can apply for 

more generous grants through RI, therefore it is important to see if there is any change in payed 

out funds from changing zone. Figure 2.1 shows the average funds per inhabitant granted to the 

treatment and control group. The figure provides two insights. Firstly, even though the pre-

treatment trends for granted funds are noisy for both groups, there is a divergence after 2014, 

implying that there is an effect on funds from being in zone B. Secondly, as there is only an 

effect after 2014 it implies that the reform did not have any effect on granted funds in 2014, 

even though it was passed in July  the same year. Since granted funds is the main mechanism 

in which through employment is affected, this thesis codes 2015 as the first treatment year. A 

thorough examination of the reforms effect on funds is presented in section 6.1. 

 

Figure 2.1. Average granted funds per inhabitants reported in SEK.  

The economic support zones before and after the reform are shown in Figure 2.2. The treatment 

municipalities are located in the middle and southwestern part of Sweden, while the control 

group is spread out along the middle part and northern coast of Sweden.  

                                                           
1 There is no effect on funds for the five municipalities leaving zone C for zone B. The 5 municipalities that were 

split between zone A and B prior the reform and merged into either A or B after the reform are excluded due to 

the low number of observations and lack of a valid counterfactual. 
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Figure 2.2. Economic support zones of Sweden prior and post reform.  
Note: The figure shows the economic support zones pre the 2014 reform to the left and post the reform to the right. 

Municipalities changing from B to C: Degerfors, Fagersta, Gullspång, Hofors, Hultsfred, Hällefors, Högsby, 

Karlsborg, Karlskoga, Kristinehamn, Laxå, Ljusnarsberg, Mariestad, Norberg, Skinnskatteberg, Töreboda, 

Vimmerby, and Västervik. Municipalities changing from C to B: Borlänge, Falun, Gagnef, Leksand, and Säter. Split 

municipalities merged to A: Mora and Boden. Split municipalities merged to B: Piteå, Skellefteå, Örnsköldsvik 

 

Economic Zone A 

Economic Zone B 
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3. Data 

The data for the paper is constructed by merging two datasets, NYPS and RAMS, with 

additional time variant municipal variables gathered from Statistics Sweden. NYPS2 is a 

database used by Tillväxtverket and other agents within the regional development program to 

process applications and administer grants (NYPS 2020)3. This thesis will use the stored 

information in NYPS to see if there are any shifts in grants for municipalities. In the data extract 

accessible for this thesis, data over granted applications for the years 2007 to 2018 for all 

Swedish municipalities are available. It is possible to see granted amounts to different economic 

sectors in different municipalities, which can be used to see if there is any shift in the financial 

support granted to certain sectors from being in an economic support zone.  

RAMS (Registerbaserad Arbetsmarknadstatistik) is a register database containing information 

about employment for the whole Swedish population (SCB 2020a). Statistics Sweden is the 

responsible authority for the database, which updates it annually. The number of employed in 

different sectors in different municipalities are available for the years 2008 to 2018. The original 

RAMS database is created from register data and is reported on individual level, but for this 

thesis only aggregated municipal data is accessible. This is not a limitation since the variation 

in economic zone status is on municipal level. In the aggregation several different sectors are 

bundled together which leads to employed workers being divided into one of 16 different 

sectors4. The bundling is based on the SNI 2007 (SCB 2020b) industry codes, while there are 

more than 16 industry codes in the SNI 2007 classification, it is common that smaller sectors 

are combined into a single sector in the aggregation process.  

The additional municipal characteristics gathered from Statistics Sweden are municipal 

population, net internal migration between municipalities, average age of the municipal 

inhabitants, inhabitants per square kilometre and the fraction of the municipal inhabitants that 

have a tertiary education. Due to the economic shocks from the global financial crisis in 2007 

and 2008, and the turbulence it caused on the Swedish labour market, this thesis will only use 

the years 2009 to 2018.  

                                                           
2 This is not an abbreviation 
3 The data from NYPS has been graciously provided by Tillväxtverket. 
4 1: Agriculture, Fishing and Forestry. 2: Business-services 3: Construction. 4: Education. 5: Entertainment. 6: 

Extraction and Manufacturing. 7: Healthcare. 8: Hotel and Restaurant. 9: Finance and Insurance. 10: 

Information and Communication. 11: Public administration. 12: Real Estate. 13: Retail. 14: Transportation and 

Storage. 15: Utilities. 16: Other 
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Prior to the reform there were 57 municipalities fully or partly belonging to economic support 

zone B, after the reform the corresponding number is 42. As earlier described in the background 

section, 5 municipalities entered zone B, and 20 municipalities left zone B5. This means that 37 

municipalities belonging or partly belonging to zone B did not change zone status due to the 

reform. Three of the non-changing municipalities were divided between zone B and zone C, 

with the metropolitan area belonging to zone C and the rest zone B. Due to the split of economic 

zones these municipalities may not be comparable to municipalities leaving zone B and are 

therefore removed from the control group. Another three municipalities split between zone A 

and B merged to B. This leaves the control group with 31 municipalities and the treatment group 

with 18 municipalities.  

Table 3.1. Sample averages. 

The figure shows sample averages over the whole time period (2009-2018) for the treatment and control group, 

within the parenthesis the smallest and largest observation within each group is shown. a. The density variable 

gives equal weight to all municipalities, this leads to small and densely populated municipalities driving up the 

mean. The table only includes municipalities that fully belong to their group for the whole time period. 

Table 3.1 displays the sample averages for the treatment group and municipalities staying in 

their respective zone during the study period. The preferred control group is shown in the 

column “Zone B”. The descriptive evidence presented in the table points towards that 

municipalities in the treatment group and the control group are similar. The same cannot be said 

for municipalities in zone A or C. which differs greatly compared to the treatment group in 

some respects. The only visible difference between the preferred control group, Zone B, and 

treatment group is a difference in the average inhabitants per square kilometre. This difference 

is however small relative to the difference between the treatment group and the average in zone 

A or C. 

                                                           
5 18 municipalities left for zone C, and two municipalities left for zone B 

 Treatment Zone A Zone B Zone C 

Employed workers 5370  4676 5760  20276 

Employed in Extraction and 

Manufacturing  

1320  554 1125  2388 

Population 12824  10068 13918  42148 

Average Age 45.5  45.6 45.1  42.2 

Fraction with a tertiary education 0.1472  0.1510 0.1522  0.2046 

Inhabitants per km2 21,19  3 13,69  214𝑎 

N 180 370 310 1910 
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4. Theory 

Regional development programs are common around the world and governments spend 

considerable resources on them without having a clear understanding of their effects (Moretti 

2010). Therefore, this thesis will combine the theoretical predictions of Bartik (1991) and 

Moretti (2010) to explain the effects of a regional development program on employment. 

Bartik highlights the difference between short-run and long-run effects. In the short-run, labour 

supply is less elastic, a reason for the decreased elasticity is that labour migration between 

regions is limited. This is important as the effects of development policies change depending 

on if the number of workers in a region is fixed or not. Bartik argues that there are heterogeneous 

short-run effects under limited labour migration for both worker and firms depending on their 

preconditions. The subsidies to firms increase the labour demand, but with limited in-migration 

the increase in labour supply is smaller. This leads to an upwards push on wages, which 

increases labour supply of pre-established households. Previously unemployed individuals may 

now be given the opportunity to work. Another implication of the development program is that 

the increase in wages negatively affects unemployed individuals and the firms that are not being 

subsidized, as prices and wages become higher. Firms selling their products to the national 

market are especially disadvantaged by this as they cannot adjust their prices. Bartik also 

discusses the effects on the public sector, If the local government pays for the subsidies they 

face increases costs, but also receive more tax-revenue if employment and wages increase. 

Moretti discusses local multiplier effects in his 2010 paper, and while the paper focuses on the 

long-run effects, the framework can still be applied to short-run scenarios. Local multipliers are 

the indirectly created jobs from an establishment of a new workplace. These indirect jobs are 

often created to meet the increased demand for goods of the directly employed households. 

Local multipliers are often an argument for the existence of regional development programs, as 

they increase the effectiveness of said programs. Moretti discusses the indirect effects on the 

tradeable and non-tradeable sectors arising from a tradeable sector becoming subsidized. The 

effect on non-subsidized tradeable sectors works through increased wages costs which 

decreases the amount of jobs, but there is a positive effect if the tradeable sector produces an 

intermittent good for the subsidized sector. There are also positive spillovers in the presence of 

local agglomeration effects; spillover effects from having hubs of firms operating close to each 

other. These effects can have several explanations, such as knowledge spillovers, lower search 

costs for unemployed workers, and lower transportation costs (Greenstone, Hornbeck, Moretti 

2010).  
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Likewise, the non-tradeable sectors also face increased wage costs, but the increased income 

from wages for households increases the demand for non-tradeable goods. The amount of 

created jobs in the non-tradeable sectors are dependent on the mobility of workers; lower 

mobility means that firms will only be able to increase their production slightly before marginal 

costs are equal to marginal benefits. The increased demand for non-tradeable goods depend on 

the skill requirement of the original created job. Jobs with higher required skill pays a larger 

wage which leads to larger demand shocks, compared to a low skilled job. Moretti and Thulin 

(2013) estimate the long-run multiplier effects for Sweden and find that a one unit increase in 

jobs leads to 0.5 indirectly created jobs, with larger effects for high-skill jobs compared to low-

skill jobs. The short-run effects should be smaller as worker mobility is lower in the short-run. 

Combining the discussion of both authors and given a limited internal migration, there may be 

limited total effect on employment. This begs the question if labour is immobile in the short 

run in Sweden. Bartik (1991) shows that labour in the US is immobile in the short-run, and 

according to Moretti and Thulin (2013), labour in Sweden is less mobile than in the US. 

Additionally, Eriksson and Rodríguez-Pose (2017) show that 70% of all labour migration that 

flows from smaller labour markets are to large labour markets, while the reverse flow is 20%. 

This means that the labour migration in Sweden is not directed towards rural development 

program municipalities. Considering this, and the short study period, the effects should be 

evaluated as short run with limited internal migration of labour. 

The situation in this thesis is reversed compared to Bartik and Moretti, as the treatment group 

leaves the program and the control group stays. However, the predictions are the same. If the 

employment growth in the treatment group was limited due to a constrained labour supply 

before the treatment takes effect, then the treatment group may not experience a large decrease 

in employment growth when the treatment takes effect – at least not compared to the control 

group which still faces labour supply constraints. There may be differences in the effects 

between sectors as the subsidized firms may have been able to attract workers with higher wages 

before the treatment. Therefore, the growth rate of employment between the sectors should 

equalize, with relatively more employed in the unsubsidized sectors compared to the previously 

subsidized sectors. With the decrease in wages the demand for non-tradeable goods should 

decrease, and the therefore employment growth in the non-tradeable sectors should decrease.  
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The effect on the number of employees in the public sector is ambiguous. There is no cost for 

the subsidies for the regional or local governments as the funds are supplied by the central 

government, but they face decreased tax-revenues which leads to a negative impact. This is 

counterbalanced by a decrease of the general wage level from subsidized sector no longer being 

able to pay a wage premium. A key assumption for this type of heterogeneous analysis is that 

workers can in fact move between different sectors of the economy. If not, then the impact on 

wages and employment between sectors may be very limited. 

In order to explore the heterogeneous effects on different sectors, a categorisation of what 

sectors produce tradeable and non-tradeable goods is required. A correct classification is 

important for the estimation of heterogeneous effects since deciding which workers belong to 

a sector group influences the response of the whole sector group to the reform. There is no 

academic consensus on the correct categorisation, as firms within a sector may produce both 

tradeable and non-tradeable goods. Different ways of categorizing firms therefore yield 

different sector groups (Canas & Gouveia 2016). This thesis will use the categorisation of 

sectors proposed by Jensen and Kletzer (2005) in the preferred specification. Jensen and Kletzer 

categorize sectors depending on the geographical clustering of production, sectors that are 

concentrated to parts of a country are viewed as tradeable while the reverse are classified as 

non-tradeable. This leads to the following classifications: sectors categorised as tradeable: 1) 

Agriculture, Fishing, and Forestry, 2) Business-services, 3) Extraction and Manufacturing, 4) 

Transportation and Storage, 5) Finance and Insurance, 6) Real Estate, 7) Information and 

Communication; sectors categorised as non-tradeable: 1) Construction, 2) Entertainment, 3) 

Hotel and Restaurant, 4) Retail, and 5) Utilities. Jensen and Kletzer also classify 1) Education, 

2) Healthcare, 3) Public administration as non-tradeable, but due to the public provision of 

these services in Sweden they are classified as public in this study.  

However, as the classification may have a large impact on the estimated effects, a test with 

another categorisation is required. Gregorio et al. (1994) uses an alternative categorisation that 

labels sectors depending on the fraction of total production that is exported. Thus, if a sectors 

exports at least 10% of their production it is considered a tradeable sector. This leads to a more 

conservative classification with only 1) Agriculture, Fishing and Forestry, 2) Extraction and 

Manufacturing, and 3) Transportation and Storage being labelled as tradeable sectors. A 

potential issue with the classifications from both studies and the heterogeneous test is the 

bundling of sectors. Due to the high level of aggregation spill-over effects may be concentrated 

within the proposed categorisations of sectors rather than between them.  
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5. Method 

This paper will use a difference in differences design to explore the effect of being in economic 

support zone B on employment.6 As explained in the background section, it is not random which 

municipalities are granted economic support zone status. Therefore, a naïve OLS regression 

would most likely yield a substantially downward biased estimated effect. A difference in 

differences design using a treatment group, consisting of the 18 municipalities leaving zone B, 

and a control group, consisting of the 31 municipalities staying in zone B, is more robust 

towards this type of bias given that the differences are due to time invariant municipal 

characteristics. However, as the method proxies the counterfactual outcome for the treatment 

group with the outcome in the control group, it is important that the control group would evolve 

in the same fashion as the treatment group in absence of treatment. This is known as the parallel 

trend assumption. While there are some differences in the geographical size and population 

density, as shown in Table 3.1, the descriptive statistics point towards that the municipalities in 

the two groups are similar. This argument is strengthened by Figure 5.1, which displays the 

trends in the number of employed workers. Prior to the treatment taking effect, the trends in 

employment for both groups move in a very similar fashion. This point towards that the parallel 

trend assumption holds and that the control group provides a valid counterfactual outcome for 

the treatment group. However, as a correct control group is important for the internal validity 

of the thesis, a robustness with an alternative control group will also be performed. 

 

Figure 5.1. Average number of employed workers in the two groups for the years 2009 to 2018. 

                                                           
6 The effect of increased grants on employment should be equal to the effect of the municipality changing 

support zone on employment given that zone status only affects granted funds. 
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A potential issue with using the municipalities leaving zone B to estimate the effect is that the 

decision to exclude the municipalities from zone B may be based upon the expected outcome 

for the municipalities. This would imply that the treatment municipalities would evolve better 

than the control group in the absence of treatment, leading towards the estimated effect being 

upwardly biased towards zero. While this type of selection bias is possible, it is unlikely. The 

directives for what municipalities that can be granted economic support zone status is set by the 

European Commission, which considers the expected economic growth in all member states. It 

is reasonable to assume that the European Commission puts limited weight on the outcome in 

the 18 treatment municipalities relative to other regions within the European Union. 

Given the previously mentioned arguments and Figure 5.1, estimates from a difference in 

differences model are likely to be unbiased. However, even though the trends for the groups are 

parallel, there is still a possibility for municipalities to have different trends in employment. It 

is therefore prudent to include municipality specific time trends. Municipal specific time trends 

allow for an exogenous linear increase in employment over time specific for each municipality. 

If the estimated effect from being in an economic support zone on employment goes from being 

statistically significant to statistically insignificant when municipality specific time trends are 

included, it is a sign that there was already a different growth rate in employment prior to the 

treatment taking effect (Besley & Burgess 2004). Therefore, the preferred specification to 

estimate the effect on employment is the model which includes municipal fixed effects, time 

fixed effects, as well as municipal specific time trends. Additional time variant variables that 

may affect employment and be correlated with zone status are also included. These are 

population, net internal migration, average age of the population and the fraction of the 

population with a tertiary degree. According to Bartik (1991), these variables should not be 

affected by the change in zone status in the short run, as there should be very limited effects on 

migration patterns from the reform. This will be tested in a sensitivity test. Regardless, 

including them should lead to an increased precision. The model is presented in equation (1): 

                                    𝑦𝑚,𝑡 = 𝛼𝑚 + 𝛾𝑡 + 𝛽𝐵𝑚,𝑡 + 𝑡 ∗ 𝛼𝑚 + 𝑋𝑚,𝑡 + 𝜀𝑚,𝑡                                   (1) 

𝑦𝑚,𝑡 is the number of employed workers or otherwise specified outcome in municipality m in 

year t, 𝛼𝑚 captures time invariant municipal effects, 𝛾𝑡 controls for common time shocks. 𝐵𝑚,𝑡 

is the treatment variable, it takes on the value of one if municipality m  does not belong to 

economic zone B in year t. 𝑡 ∗ 𝛼𝑚 is the linear time trend for municipality m. 𝑋𝑚,𝑡 is a vector 

of time variant control variables. The standard errors are clustered at the municipal level. 
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6. Results 

6.1. Effect on grants 

Figure 2.1 shows the different trends in granted funds per inhabitant for the treatment and 

control group. While the pre-treatment trends are noisy, there is a clear divergence after the 

treatment has taken effect. Since this statement is based on graphical evidence, a statistical test 

is required. The preferred method to test this relationship is the model proposed in section 5, 

with the outcome variable being granted funds per inhabitant. However, due to the noisy pre-

treatment trends the estimates should be regarded more cautiously than other estimates 

presented in this thesis.  

Table 6.1 presents the estimated loss in granted funds per inhabitant for the treatment 

municipalities. Column (3) shows the estimated loss using the standard difference in differences 

model, it is statistically significant and means that the treatment municipalities lost on average 

153 SEK per inhabitant per year due to leaving zone B. The corresponding total sum is 

presented in Appendix Table 1 and shows the estimated loss being 1.9 million SEK. At first 

glance, an effect of this size may seem of no economic significance, it is however worth noting 

that the payed out grant is only a fraction of the total investment costs. This means that there is 

a leverage effect present that gives rise to larger investment than what is only payed-out in 

grants. Column (4) includes municipal specific time trends, this increases the estimated loss to 

244 SEK, but the estimate is no longer statistically significant, albeit somewhat precisely 

measured. Given the noisy the noisy pre-treatment trends may affect the validity of a model 

using linear time trends, column (3) is preferred over column (4). As the specification uses 

granted funds per inhabitant, it is important that the municipal population does not experience 

a change due to the treatment. Therefore, the effect on municipal population is tested in section 

6.5. 

Table 6.1. Estimated change in granted funds per inhabitant. 

 (1) (2) (3) (4) 

Treatment -136.1*** -113.4* -152.6* -243.5 

 (22.76) (44.52) (57.31) (136.0) 

Municipal FE  No Yes Yes Yes 

Time FE  No No Yes Yes 

Municipal Time Trend No No No Yes 

N 490 490 490 490 
Standard errors in parentheses. * p < 0.05, ** p < 0.01, *** p < 0.001. Estimates are reported in SEK. Control 

variables are not included in this test as they should not influence the size of grants given out to municipalities. 
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6.2. Effect on employment 

Table 6.2 shows estimates of the effect of being leaving zone B on employment. Column (1) 

present the estimated coefficient without any municipal or time fixed effects, the reason for the 

relatively large negative estimate compared to the other columns is due to there being a 

difference in the average number of workers between the control and treatment group. In 

column (2) municipal fixed effects are included and the estimated effect is drastically increased, 

and if believed shows a positive relationship between leaving zone B and employment. In 

column (3) the ordinary difference in differences model is reached with both municipal and 

time fixed effects. The statistically insignificant estimate implies that municipalities leaving 

zone B experienced an average decrease of 76 employed workers due to them leaving zone B. 

The average number of employed workers in the treatment group during the time period is 5370, 

meaning that this is a reduction of around 1.4% of the sample average. Column (4) includes 

municipal specific time trends, the estimated effect is still insignificant, but the sign of the 

estimated effect has changed. If believed, this implies that there is a positive effect on 

employment from leaving zone B. The estimates in column (3) and (4) imply that there are no 

differences in the growth rate of employment within municipalities in the two groups as there 

is change in statistical significance when municipal specific time trends are included. The last 

column adds time variant control variables, this has no impact as the estimated effect is still 

statistically insignificant. 

The total effect on employment from leaving zone B is not statistically differentiable from zero, 

this deviates from the predictions of the theory which expected a weak negative effect of leaving 

zone B. 

Table 6.2. Estimated effect on employed workers 

 (1) (2) (3) (4) (5) 

Treatment -238.6 71.98* -76.21 57.07 36.00 

 (540.0) (34.72) (46.27) (51.32) (47.73) 

      

Municipal FE  No Yes Yes Yes Yes 

      

Time FE  No No Yes Yes Yes 

      

Municipal 

Time Trend 

No No No Yes Yes 

Control 

variables 

No No No No Yes 

N 490 490 490 490 490 
Standard errors in parentheses. * p < 0.05, ** p < 0.01, *** p < 0.001. The control variables are municipal population, 

net internal migration, average age of the municipal population, and fraction of population with a tertiary degree. 
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6.3. Short and medium run effects 

The estimates presented in Table 6.2 shows the average effect of the reform over the treatment 

period but does not explore if there are any lagged effects over the period. It is possible that the 

effect on employment is delayed as investment opportunities may generate an increase in 

employment years ahead instead of the immediate years. To explore this, an alternative model 

with two treatment variables will be tested. The first treatment variable will take the value 1 for 

the first two years of the treatment period and zero for all other years, the second taking the 

value of 1 in the last two year of the study period and zero otherwise. 

The estimates from the alternative specification is presented in Table 6.3. The first row shows 

the estimated effect on the number of employed workers for the first two years of treatment, 

while the second row contains the estimates for the last two years of treatment. The estimates 

are in line with the estimates from Table 6.2, that shows the average treatment effect over the 

whole treatment period. The model in column (1) shows an insignificant negative effect on 

employment, and a reverse insignificant positive effect in column (2). There are however 

differences in magnitude between the estimated short and medium-run effects, with the effect 

for the two later time periods being larger than the effect for earlier time periods. This suggests 

that if there is an effect from leaving zone B then that effect is larger a few years after the 

treatment takes effect. 

Table 6.3. Short and medium run effects on employment 

 (1) (2) 

Short run -53.20 34.22 

1-2 years after the reform (39.45) (47.01) 

   

Medium run -99.21 64.56 

3-4 years after the reform (56.57) (65.68) 

   

Municipal FE  Yes Yes 

Time FE  Yes Yes 

Municipal Time Trend No Yes 

Control variables No Yes 

N 490 490 
Standard errors in parentheses. * p < 0.05, ** p < 0.01, *** p < 0.001. The control variables are municipal population, 

net internal migration, average age of the municipal population, and fraction of population with a tertiary degree. 
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6.4. Heterogeneous effects for different sectors 

In the theory section it is discussed that there may be spill-over effects in which subsidized and 

non-tradeable sectors experience an increase in the number of employed workers at the cost of 

the non-subsidized tradeable sector. Prior to estimating the heterogeneous effects, it must be 

established which sectors that are subsidized. As described in the background section, the 

Swedish development program mostly grants funds to firms in the Extraction and 

Manufacturing sector. It is therefore reasonable that the same holds for funds granted through 

RI. A statistical test of all sectors following the method used to earlier estimate how the total 

amount of granted funds per inhabitant changes when a municipality leaves zone B would have 

been desirable, however it is not possible due to the pattern of granted funds in most sectors. 

There is a possibility for other sectors to have a decrease in funds from leaving zone B, but 

since most funds are directed towards the Extraction and Manufacturing sector, the effect on 

employment is probably limited. Thus, the Extraction and Manufacturing sector will be 

considered the subsidized sector. The remaining sectors will be grouped together using the 

classification of sectors proposed by Jensen and Kletzer (2005). Since there is no academic 

consensus in the categorisation of sector, the alternative specification presented by Gregorio et 

al. (1994) will also be tested.  

Similar to the main specification, it is important that the sector in the control group can act as a 

valid counterfactual outcome for the affected sectors in the treatment group. Figure 6.1 presents 

the different trends in employment for each sector group using the Jensen and Kletzer (2005) 

categorisation. There is no visible violation of the parallel trends assumption for any of the 

sector groups with the pre-treatment trends being similar. Thus, the difference in differences 

model presented in the method section is also suitable for estimating the heterogeneous effects 

on employment in different sectors. The model used to test the relationship will be the same as 

presented in equation (1), but with outcome variable being employment in a sector of the 

municipal economy instead of the total employment in the municipality. The corresponding 

figure for the classification by Gregorio et al. (1994) is presented in Appendix Figure 2, which 

also shows a stable and similar pre-treatment trends in employment for the treatment and control 

group in the affected sectors.   
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Figure 6.1. Average number of employed workers by sector. 

Table 6.4 estimates the effect of leaving zone B for the different sector groups. Column includes 

municipal and time fixed effects, and column (2) adds municipal specific time trends and time 

variant control variables. Each cell corresponds to a unique regression. Table 6.4 does therefore 

present estimates from eight different regressions. Starting with the subsidized sector, there is 

no statistically significant effect for either specification, even though the sign of the estimated 

effects points in the direction predicted by the theory. This implies that there is no decrease in 

workers, even though this sector should receive decreased funding. Moving on to the non-

subsidized tradeable sector, there are no statistically effects, which is reasonable as there are no 

effect on the subsidized sector. It is noteworthy that in column (1) there is a relatively precise 

measured negative effect on employment. Since the estimated effect is drastically reduced when 

municipal fixed effects are included, it is most likely caused by different exogenous growth 

rates of employment among the proposed sectors between municipalities in the different groups. 

There is no effect for the non-tradeable sector for either specification, implying that there is no 

indirect effect on consumption caused by the municipality leaving zone B. Lastly, there is no 

effect found for employment in the public sectors. 
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Table 6.4. Estimated effect on employed workers by sector 

 (1) (2) 

Subsidized sector -44.83 -1.432 

 (48.51) (34.90) 

   

Non-subsidized tradeable -43.26 3.863 

 (23.25) (26.51) 

   

Non-tradeable -10.39 -6.477 

 (32.29) (15.66) 

   

Public sector 21.78 15.11 

 (37.41) (26.27) 

   

Municipal FE  Yes Yes 

Time FE  Yes Yes 

Municipal Time Trend No Yes 

Control variables No Yes 

N 490 490 
Standard errors in parentheses. * p < 0.05, ** p < 0.01, *** p < 0.001. The categorisation of sectors is based upon 

Jensen and Kletzer (2005).  

Table 6.5 presents the estimates using the alternative categorisation proposed by Gregorio et al. 

(1994). Only the estimates for the non-subsidized tradeable and non-tradeable sectors are 

included in table since they are the only groups that are affected by the alternative 

categorisation. The estimated effects for the non-subsidized tradeable and non-tradeable sector 

are similar to effects in Table 6.4, with no change in the size or significance of the estimates. 

This implies that the estimated effect for the different sectors is robustly found to be zero. 

Table 6.5. Estimated effect on employed workers by sector. 

 (1) (2) 

Non-subsidized tradeable -44.83 -1.432 

 (48.51) (34.90) 

   

Non-tradeable -15.90 4.482 

 (13.69) (16.07) 

   

Municipal FE  Yes Yes 

Time FE  Yes Yes 

Municipal Time Trend No Yes 

Control variables No Yes 

N 490 490 
Standard errors in parentheses. * p < 0.05, ** p < 0.01, *** p < 0.001. The categorisation of sectors is based upon 

Gregorio et al (1994).  
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In conclusion, in the preferred specification there is no estimated effect with a statistical or 

economic significance. The predicted spill-over effects caused by the reform are not observed, 

with no theoretically predicted effect found for neither the subsidized sector, the non-subsidized 

tradeable sector nor the non-tradeable sector. The only estimated effect that is in line with the 

theory is the effect on the number of employed in the public sector, which is not significantly 

different from zero. 

6.5. Labour migration 

As discussed in the theory section, the predictions of Bartik are based upon the assumption that 

there is a limited effect on labour supply from exiting an economic support zone. It is therefore 

important to test if this is the case. Further, since estimates for the effect on funds from being a 

part of zone B is estimated as funds per inhabitants it is important that the number of inhabitants 

does change simultaneously. Figure 6.2 show the population trends for the two groups. They 

follow the same trend both before and after the reform implying that there is no change in the 

labour supply due to the reform. 

 

Figure 6.2. Average municipal population.  
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However, even though there is no visible effect on the number of inhabitants there may still be 

effects on the internal migration between municipalities due to the reform. Figure 6.3 shows 

the net internal migration for the treatment and control group. Remarkably, both groups 

experience a sharp increase in out-migration after 2015. Since this affects both groups it is 

probably not due to treatment but rather a common shock, it should therefore not lead to any 

bias on the estimated effects of leaving zone B. The graphical evidence from the Figure 6.2 and 

6.3 suggests that there are not any effects on the number of inhabitants in a municipality, but to 

be completely sure the relationship will be tested using the previously described difference in 

differences model.  

 

Figure 6.3. Net internal migration. 

Table 6.6 shows the estimated effects of losing zone B status on municipal population and net 

internal migration. The estimates confirm the findings of Figure 6.2 and 6.3. There is no 

statistically significant effect for either outcome. This is an important result: it validates Bartik’s 

claim that labour migration is limited in the short run, and also provides an explanation on why 

there is no effect on the total number of employed in the treatment municipalities. 
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Table 6.6. Labour migration outcomes.  

 (1) (2) 

Population 48.67 -5.914 

 (96.63) (68.11) 

   

Net internal migration -26.42 -23.78 

 (23.27) (31.65) 

   

Municipal FE  Yes Yes 

Time FE  Yes Yes 

Municipal Time Trend No Yes 

N 490 490 
Standard errors in parentheses. * p < 0.05, ** p < 0.01, *** p < 0.001.  

Even though there is no change in the outflow or size of the population, there may still be a 

change in the composition of inhabitants. Appendix Figure 3 and Appendix Table 2 shows the 

effect on the average age of the municipal population and fraction with a tertiary degree. The 

estimated effect is insignificant for both outcome variables. This implies that there is not any 

change in the composition of the population due to reform.  

6.6. Alternative control group 

In the previously performed statistical tests the control group have consisted of 31 

municipalities belonging to zone B for the whole time period. These 31 municipalities behave 

in a similar pattern compared to the treatment group in most of the studied outcomes, which 

has been shown throughout this thesis. However, since the correct choice of control group is 

essential for a difference in differences model to be able to yield unbiased estimates, a test with 

an alternative control group is necessary. If the estimated effect greatly differs depending on 

which control group is used it points towards that the model is not controlling for all factors 

that influence the estimates which in turn could bias the results. The alternative control group 

consists of all municipalities that does not change zone status during the study period, meaning 

that municipalities in all zones are included in the control group. The new control group consists 

of 262 municipalities, i.e. an increase of 231 municipalities compared to the preferred control 

group. The method used to estimate the relationship is the same as the one used in the main 

specification with the preferred control group; it is therefore important that the same 

assumptions holds. Figure 6.4 show the trends in employment for the two groups. It is visible 

from the figure that the parallel trend assumption is violated since there is a different trend prior 

to the treatment taking effect. However, since the trends for both groups are linear, it should be 

controlled for by the municipal specific time trends included in the model. 



25 
 

 

Figure 6.4. Employed workers with the increased control group. 

Table 6.7 presents the estimated effects using the alternative control group. As expected, there 

is large difference between the estimate in column (1) compared to the corresponding estimate 

presented in Table 6.2. However, when municipal specific time trends are included the estimate 

is no longer statistically significant and the size of the estimate is similar to the corresponding 

estimate reported in Table 6.2. Therefore, the estimated relationship between employment and 

zone B status is robust to estimation using different control groups. 

Table 6.7. Employed workers.  

 (1) (2) 

Treatment -1234.9*** 7.034 

 (345.8) (54.33) 

   

Municipal FE  Yes Yes 

Time FE  Yes Yes 

Municipal Time Trend No Yes 

Control variables No Yes 

N 2770 2770 
Standard errors in parentheses. * p < 0.05, ** p < 0.01, *** p < 0.001. The control variables are municipal 

population, net internal migration, average age, and fraction of population with a tertiary degree. 
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7. Discussion and Conclusion 

Table 6.2 shows the effect on the total number employed in a municipality. In the preferred 

specification, the estimated effect is not statistically significant and points in the opposite 

direction of what the theory predicts. This result is in contrast with much of the earlier literature, 

which finds statistically significant positive effects on employment from increases in labour 

demand. For example, Busso et al (2013) find an increase in jobs ranging from 12% to 19% 

due to the establishment of development zones, and Schönberg et al (2018) find that for every 

third job lost in a plant closure, a fourth is lost in the local economy due to local multipliers. 

There may be several reasons why the results of this thesis and the previously literature diverge, 

and therefore some possible explanations to why this thesis does not find any significant effects 

are required. 

Firstly, an explanation for why there is no significant effect on employment may be due to that 

the funds granted in economic support zones may be too low for them to be able to employ 

more workers. The estimated change in granted funds per inhabitants, presented in Table 6.1, 

shows that municipalities leaving zone B has an estimated loss of 153 SEK per inhabitant per 

year, with the corresponding amount for the total amount of granted funds being 1.9 million 

SEK. As explained earlier, the total effects on investment may be greater than this due to 

leverage effects, but it may still not be enough to affect employment. Even if this is the case, 

there may still be effects on wages and the municipal capital stock as the granted funds are 

directed towards companies with investment opportunities.  Secondly, if there is an increase in 

labour demand from being in an economic support zone, the effect on employment may be 

limited due to an unresponsive labour supply. This should be the case if the unemployed do not 

have the skills required for the jobs in subsidized firms, or there are very high matching costs, 

and that there is no internal migration to increase the labour supply. If this is the case, then the 

fall in labour demand in treatment municipalities may not decrease under the level of the fixed 

labour supply, leading to an adjustment through wages rather than employment.  

Moreover, this thesis has also explored if there are any heterogeneous effects from being in an 

economic support zone that might lead to a spill-over effect for non-subsidized sectors of the 

municipal economy. Table 6.4 and 6.5 present estimated effect on the number of workers in the 

subsidized sector, tradeable sector, non-tradeable sector, and the public sector. There is no 

statistically significant change in the number of workers in any sector due to a municipality 

leaving zone B. This may be due to the aggregated bundling of sectors, as the skills desired by 

firms in the manufacturing sector may not be found in the fishing sector, and vice versa.  
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It is possible that there are heterogeneous effects within a smaller subset of the sectors used in 

this study. As an example, it may be that part of the firms in the manufacturing sector receive 

increased funds due to being in an economic zone, which may cause a crowding out effect on 

other firms in the manufacturing industry. The possibility of heterogeneous effects within 

sectors is left for future studies with access to more detailed datasets. 

Both theories used in the paper predict that the development programs affect employment. That 

this adjustment is not found in this thesis does not mean that they are wrong, but rather that the 

theories need to be extended for scenarios with very limited labour migration, such as the one 

used in this thesis. Applying the result found in this thesis to other active development programs 

in Sweden, such as the ERDF, the size of granted funds and the recipients are different. But if 

the program has no effect on labour supply, the result may be very similar with no effect on 

total employment. There are many other possible effects of economic support zone on the 

municipal economy left to explore. For instance, how wages and the capital stock are affected 

and how the subsidized firms respond are all important questions to answer. If the effect for 

these factors are as ambiguous as the effect on employment, then it raises the question of the 

effectiveness of the current economic support zones; is an ineffective program better than no a 

program at all? 

To conclude, this thesis has explored the effect of economic support zones on the number of 

employed in the municipal labour market. The main results show that there are no effects on 

the total number of employed workers due to a municipality leaving economic support zone B. 

The thesis does not find any spill-over effects on non-subsidized sectors of the municipal 

economy when the labour market is split into a subsidized sector, a tradeable sector, a non-

tradeable sector, and a public sector. Combined, this suggests that economic support zones have 

no effect on the total number of employed workers nor on the composition of workers between 

sectors. 
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9. Appendix 

 

Appendix Figure 1. Average granted funds per inhabitant. 

Note: The trend for municipalities labelled as “Entering B” presents the average granted funds for 

the five municipalities leaving zone C for zone C. The trend for municipalities labelled as “Merged 

into A” presents the average granted funds for the two municipalities that are split between zone A 

and B before the reform and merged into zone A after the reform.  The trend for municipalities 

labelled as “Merged into B” presents the average granted funds for the two municipalities that are 

split between zone A and B before the reform and merged into zone B after the reform. 

 

 

Appendix Figure 2. Average number of employed workers by sector using the Gregorio et al. classification.   
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Appendix Figure 3.  

 

Appendix Table 1. Total size of granted funds. 

 (1) (2) (3) (4) 

Treatment -1779609.9*** -1360475.6 -1881699.9 -2556328.0 

 (410434.8) (871041.0) (971111.6) (2144437.8) 

     

Municipal FE  No Yes Yes Yes 

     

Time FE  No No Yes Yes 

     

Municipal 

Time Trend 

No No No Yes 

N 490 490 490 490 
Standard errors in parentheses. * p < 0.05, ** p < 0.01, *** p < 0.001. Estimates are reported in SEK. 

 

Appendix Table 2. Composition of the municipal population. 

 (1) (2) 

Average Age -0.149 -0.146 

 (0.166) (0.105) 

   

Fraction Tertiary -0.00105 -0.00109 

 (0.00132) (0.000881) 

   

Municipal FE Yes Yes 

Time FE Yes Yes 

Municipal Time Trend No Yes 

N 490 490 
Standard errors in parentheses. * p < 0.05, ** p < 0.01, *** p < 0.001.  
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