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Abstract

In the 17 years that have passed since German reunification, many and various instruments
and programmes have been developed to support innovation, technology transfer and business
formation. A considerable potential of innovative start-ups and spin-offs exists on the basis of
the high density of universities, colleges and R&D organisations. The recently revised innova-
tion strategy demonstrates a new approach of economic development promotion in Branden-
burg.
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Introduction

Brandenburg is an interesting federal state with many special features. The German capital,
Berlin, lies - as a federal state of its own - in the heart of Brandenburg. With a population of
about 2.6 million, Brandenburg is one of the smallest German Lander. The region is character-
ised by uneven development with growing population and a concentration of economic activity
in the parts close to Berlin. The remote parts are threatened by severe processes of demo-
graphic decline and socio-economic problems — also with regard to a current and future short-
age of skilled labour despite high unemployment rates.

The proximity to Berlin is one of the biggest potentials of Brandenburg. The whole capital region
forms a metropolitan area with about 6 min. inhabitants. The capital region’s attractiveness for
investors is attributable to its network of research and scientific institutes, its modern transport
and communication infrastructure as well as its proximity to Eastern European markets. The
density and quality of universities and non-university research institutions are an excellent basis
for business development. About 175,000 students at 28 universities build the future labour
force potential.

In the 17 years that have passed since German reunification, many and various instruments
and programmes have been developed to support innovation, technology transfer and business
formation. A considerable potential of innovative start-ups and spin-offs exists on the basis of
the high density of universities, colleges and R&D organisations. The recently revised innova-
tion strategy demonstrates a new approach of economic development promotion in Branden-
burg. There are special efforts to promote 16 fields of branch competence with professional
network management and technology transfer offices. Also spatially, there is a concentration of
business activity in 15 growth poles. Special programmes support growth and innovation activity
in Brandenburg’s small and medium sized enterprises.

This report was written according to a joint framework linked to the INTERREG IIIB project
~Strengthening Via Baltica Nordica Macro-Region through transnational Cooperation for Re-
gional Innovation Promotion (VBN InnoReg)". The Federal State of Brandenburg is already op-
erating with ist third innovation strategy. In a concerted action the most recent strategy has
been elaborated and published as “Landesinnovationskonzept Brandenburg” in 2006 on the
basis of various profound analyses. Consequently this report did not start from scratch and in-
cludes all major work, thoughts and activities which already have been the basis for and partly
already the result of this new innovation strategy.

The report includes four major parts. The first part introduces the region of Brandenburg to in-
terested people from the outside explaining the governmental structure within the federal sys-
tem of Germany, characterising the region in terms of key trends and processes as well as the
economic situation in general. There is also a basic SWOT analysis of Brandenburg with regard
to innovation and regional competitiveness. Part two explains the main features of Branden-
burg’s regional innovation system including basic elements and central actors as well as start-
up support and technology transfer instruments and programmes. The third part contains a dis-
cussion of indicators to assess main trends regarding Brandenburg’'s competitiveness. In the
last part there is a description of the recent changes in regional economic development policies
and a brief description of the new innovation concept.
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1. The Federal State of Brandenburg — a Capital Reg ion
1.1. Regional profile

Governmental structure

Such as Belgium, Austria, Italy or the United States of America, Germany is a federal state.
Since reunification of the two German countries in 1990, 16 Lander form the federal system of
Germany. The federal government (Bundesregierung) and the regional governments (Landes-
regierung) share responsibility in a complex system. The German Constitution regulates compe-
tences of the federal state and the Lander as well as joint responsibilities. German Lander have
their own constitutive power and elected regional parliaments (Landtag). In particular in the
fields of economic development, education and culture along with some other fields, the Lander
can set their own priorities.

In Brandenburg, every five years a new parliament (Landtag) of 88 members is elected. Since
1999, the government is built by a coalition of the Social Democrats (SPD) and the Conserva-
tives (CDU). Prime Minister is Matthias Platzeck (SPD), Minister of Economic Affairs: Ulrich
Junghanns (CDU).

In 2003, Brandenburg was split up into two NUTS-2-Regions, Brandenburg Northeast (Conver-
gence Region) and Brandenburg Southwest (Phasing Out Region). However, these two regions
do not have any administrative function. Brandenburg is divided into five planning regions (re-
gionale Planungsgemeinschaften) and 18 counties (including four unitary authorities). On the
lowest level of administration there are 420 local authorities out of which 112 are proper cities.

Fig. 1 The Federal State of Brandenburg
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Regional characteristics and key statistics about demographi cs

Brandenburg’s culture, landscape and nature offer a high quality of life and recreational activi-
ties. The German capital, Berlin, lies - as a federal state of its own - in the heart of Brandenburg.
Potsdam, Brandenburg’s capital (150,000 inhabitants), is famous for its world-renowned cultural
heritage. Brandenburg is one of the smallest states in terms of population. With a population of
just about 2.6 million people, the region ranks 10" among the 16 Lander and has one of the
lowest population densities in Germany (87 people per sgkm). But with about 29,500 square
kilometres, the federal state of Brandenburg is the largest of the Eastern German Lander. Bran-
denburg is dominated by small and medium sized towns. Except Potsdam there are just a few
other cities in the region which are Cottbus (105,000), Frankfurt/Oder (62,500) and Branden-
burg/Havel (74,000). Due to the proximity to Berlin, the whole capital region forms a metropoli-
tan area with about 6.0 min. inhabitants.

Demographically, Brandenburg and the other East German Lander are in a critical situation.
Since reunification, East Germany has lost about one million inhabitants due to a slump in birth
rates and due to East-West migration. With Berlin in the centre, the population development in
Brandenburg is better than in many other areas in East Germany. Brandenburg is characterised
on the one hand by a positive population development and a prosperous as well as innovative
business climate stimulating the regional performance around Berlin, and on the other a de-
creasing population with low density and large agricultural areas in the remote parts of the re-
gion. But also in Brandenburg birth rates decreased to a long term low of 0.74 in 1993. Although
the number of births has risen since to nearly 1.3 in 2004 (LBV 2006: 11), population develop-
ment without migration is still negative.

Despite heavy population decline in the remote parts, the total population of the region re-
mained more or less stable since 1990 due to population growth in those parts of Brandenburg
neighbouring Berlin. Population forecasts, however, predict a loss of population in the future, in
particular after 2012 with a total decline of estimated 13% until 2030 (LBV 2006: 16). A loss of
population will affect the remote parts of Brandenburg (&AuRerer Entwicklungraum), in particular.
Population development in the metropolitan suburbs (engerer Verflechtungsraum) will remain
positive or stable. Future prospects of the peripheral parts of Brandenburg are seen as critical.
According to population projections only 58% of Brandenburg’s inhabitants will keep living in the
remote parts in 2020 — compared to 70% in 1990.

Fig. 2 Population forecast for Brandenburg (2004 = 100%); Source: LBV 2006: 18
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Infrastructure, economic situation and industrial s tructure of Brandenburg

Brandenburg is well connected with highways, railway connections, waterways and with two
international airports. The region has one of the world’s most modern telecommunications infra-
structures. Further developments focus on the expansion of the high-speed railway system and
the forthcoming Berlin/ Brandenburg international airport (BBI) at Schonefeld. In general, future
prospects of the region are seen as positive, in particular due to the high density of innovative
organisations in the metropolitan region.

Brandenburg’'s Gross Domestic Product (GDP) in 2005 measured EUR 48.1 billion with a de-
cline of -1.1% compared to 2004. The rapid economic restructuring after German reunification in
1990 led to a wide-ranging reduction in the number of jobs, particularly in the agricultural sector
and some “old sectors” such as the lignite industry and steel production. Other traditional indus-
tries are precision mechanics, electrical engineering, vehicle manufacturing, petrochemicals and
food technology as well as agriculture (45% of total area). The economic mix of the region is
shifting towards emerging industries such as medical and biotechnology, aerospace, automo-
tive, logistics, environmental technology, ICT and media.

In particular the rural areas of Brandenburg still suffer heavily from the symptoms of structural
change and economic decline of traditional sources of employment in the 1990s. Apart from
some industrial cores (lignite mining around Cottbus, refinery and paper production in
Schwedt/Oder, steel production in Eisenhittenstadt, Hennigsdorf and Brandenburg/ Havel), a
number of mono industrial structures have been lost during the process of transformation and
privatisation after reunification. The strategy of the Brandenburg government is to concentrate
further development in 15 economic growth poles (regionale Wachstumskerne), which already
today show a high concentration of economic activity.

Fig. 3 Regional Growth Poles in Brandenburg
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In the suburban region around Berlin, major internationally renowned investors, e.g. in the
automotive sector (Daimler Chrysler, Volkswagen) and in the aerospace industry (MTU, Rolls
Royce), found an attractive place for business activities. Also railway technologies are an impor-
tant factor for the regional economic performance (Bombardier). Lots of growing innovative
small and medium sized companies esp. in Life science/ biotechnology and ICT/ media form a
promising business area in and around Berlin. These sectors also show high humbers of spin-
offs from universities and research centres. Brandenburg’'s new focus on clean energy is a
chance to promote the rural areas. Brandenburg produces the majority of Germany’s bio fuels,
the number of biogas-installations, wind-power plants and very recently solar panel production
is on a very high level.

After the heavy decline of traditional industries, there has also been massive improvement of
the regional economy: Between 1991 and 2006, there has been a net gain of 120,444 new
companies, 22.3 billion EUR direct investment and 4.5 billion EUR state grants to industry.
However, with over 18%, unemployment rates are still high in general and vary, mainly depend-
ing on the distance to Berlin (from 12% to nearly 30% in some counties).

In 2005, Brandenburg’s exports measured €6.6 and its imports €8.4 billion. The largest share of
Brandenburg’s export was to Poland, followed by the Netherlands, USA, Italy, UK and Austria.
Major shares of Brandenburg’s import were from Russia, followed by imports from Poland and
from France. Traditional trade relations with expanding markets in Central and Eastern Europe
have the potential to make the region a European gateway.

1.2. SWOT analysis of Brandenburg

Main problems and challenges

Demography and labour force

One of the main problems of the state of Brandenburg is the recent and expected population
development (cf. above). A major challenge is to deal with the impacts of a generally declining
and aging population (-13% until 2030) and low birth rates (fertility rate around 1.3) since 1990.
High population losses in the remote parts of the region have led to multi-faceted problems
which are difficult to deal with. In particular these parts are expected to be difficult to stabilise in
a demographic and economic perspective in future. There is a fear of further polarisation and
growing disparities within the region between the affluent ring around Berlin and the remote
parts which do not benefit from the positive development in the metropolitan region.

There has also been a brain drain seeing in particular young and well educated people leaving
the outer parts of the region towards the metropolitan core or West Germany. Urban decline has
been a symptom of economic and demographic processes with implications for future prospects
of the affected parts of the region. Already today, major companies complain about the difficulty
to find skilled labour in Brandenburg. This is despite a current shortage of jobs and training posi-
tions as well as high unemployment rates (partly over 20%). This situation is expected to be
even worse after 2010, when huge parts of the current labour force are going to be retired.
Among central actors in politics and industry, there is an acknowledged need for measures to
secure the availability of skilled labour. Private initiatives (e.g. in Schwarzheide for the Plastics
Industry) are complemented by public support. But there is still a long way to go to secure the
availability of qualified workforce in future.
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Historic pathways and industrial development

Still today, history shapes regional development of Brandenburg. Traditionally, the agrarian
economy played an important role in the region, but growth potentials were restricted by the
limited quality of soils. Many towns in Brandenburg were planned or used as garrison towns of
the Prussian army. That adjustment is still today discernible in the townscapes and former bar-
racks, many of them vacant.

Historically, the metropolis of Berlin in the middle of Brandenburg gave hardly any impulse for
industrializing the adjacent region. Important industrial manufacturing plants — for example
Siemens in the field of electrotechnics — were built within the city limits in the second half of the
19" century. Not any notable industrial culture had been established in the area of present-day
Brandenburg. With few exceptions, that situation was still prevailing in the first half of the 20"
century. A longer industrial tradition exists especially in the south of Brandenburg, at the border
to neighbouring Saxony (lignite surface mining) and in Brandenburg/ Havel (steel and railway
works).

In the era of the German Democratic Republic, political-economic measures were taken in order
to strengthen the industrial basis in the area of present-day Brandenburg. Autonomy and the
integration into the economic structures of the countries of the Warsaw Treaty were the guiding
motives of the socialist government. New state-controlled industrial enterprises were built
mainly along the Oder, the border river between Brandenburg and Poland. In that way, indus-
tries with an increased demand of employees developed in regions where industrial features
had been rare before, for example in the field of the chemical industry, petrol industry, mining
industry, but also in microelectronics.

The reunification of Germany involved a radical structural change in Brandenburg’s economy.
The new manufacturing plants established after 1950 were privatized, most of them were sold
to investors from the western federal states or to international investors. In that way they were
often integrated into the production structures of globally acting groups of companies. But in
that way, too, a wave of rationalization was started that resulted in a drastic decrease in em-
ployment numbers. In the 15 years following reunification, the creation of a sufficient basis for
value added and employment in the way of settling new industrial production or service enter-
prises, remained unsuccessful in many regions of Brandenburg.

That development is reflected in marked deficits in the industrial structure in Brandenburg until
today. Except a few examples of minor importance there is no industrial headquarter in Bran-
denburg. As a consequence, decisions on the investment into new production lines or the opti-
mization of procedures are made outside of Brandenburg. Research and development in re-
gard of goods or primary products made in Brandenburg are also located outside Brandenburg
in most cases. This is characterized by the expression “extended workbenches”. Concomi-
tantly, supply structures have not grown regionally over the years and instead, the groups often
prefer their traditional supply structures out of Brandenburg. And so, the existing or developing
suppliers and service enterprises face a weak home demand.

Unemployment and impacts of post GDR transformations

The closure or rationalization of manufacturing plants and other employment structures involved
the loss of jobs in all regions of Brandenburg and so, the rate of unemployment is clearly above
the all-German average in many areas of Brandenburg, also the rate of unemployment of young
people in Brandenburg. Appreciable numbers of qualified and mobile jobseekers or school
leavers leave structurally weak regions in Brandenburg and look for a job or a vocational train-
ing in economically prosperous regions in Germany or abroad. Especially young women resort
to that chance. Many inhabitants who stay in Brandenburg do not see any opportunity for
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themselves to get a job in the regular labour market. They face long-term unemployment and
so, a critical lack of prospects.

Many towns are now confronted with a large number of vacant flats, especially in the functional
buildings erected in GDR times in pursuit of the purpose to cope with the housing shortage.
That vacancy is caused by the exodus of segments of the population who leave Brandenburg or
move to other districts of the town or the state. Meanwhile, the reduction of such overcapacities
by demolition has begun. Beyond that, Brandenburg faces a demographic change. The de-
crease in the birthrates after reunification becomes apparent already now at schools which are
not used to capacity. It is already now foreseeable that the infrastructure is oversized and can-
not be financed any longer in view of a shrinking population.

Over a long period after reunification there was hope in Brandenburg that comparable living
conditions and economic structures could be built in all parts of the federal state. State subsi-
dies were granted and invested in the development of a modern infrastructure, and financial
support was given to the settlement or expansion of enterprises. The idea that financial incen-
tives could motivate private investors to settle down in structurally weak regions, did not prove
to be realistic and lasting except for a few cases. As a result, the state keeps at present devel-
oped industrial estates available in many places for which there is no demand. On the other
hand there is a lack of appropriate industrial estates in regions where a demand exists. Mean-
while, a paradigm shift has been politically implemented and is oriented towards the powerful
sectorial and regional economic centres which have grown in the past 15 years in the capital
region of Berlin-Brandenburg, pursuing the aim to strengthen such centres.

Entrepreneurial culture

Founders and entrepreneurs in the new federal states are confronted with an initial situation that
differs from many regions in western Germany. Whereas a structure of small and medium-sized
enterprises has grown and in some parts achieved prosperity over decades in the old states of
the Federal Republic of Germany, a culture of SMEs only was to develop in the new federal
states. That difference has in some way problematic consequences for the durable emergence
of capable small and medium-sized enterprises in eastern Germany.

The primary problem that affects especially the innovative SMEs in Brandenburg, is the financ-
ing problem. In western Germany, many small and medium-sized enterprises were able to ac-
cumulate a solid capital basis in boom periods before reunification. At the same time, many
private people were able to accumulate an appreciable private wealth which they can make
available for the beginning or extension of entrepreneurial activities in their familiar environment
or in other contexts. In eastern Germany, it was not possible to accumulate comparable for-
tunes; accordingly, less private means were and are available for entrepreneurial activities. The
proportion of own capital in the financing of SMEs is on average 18% of the balanced sum, and
80% of the capital from outside sources is financed by credits. The weak basis of the enter-
prises’ own capital and the credit burden restricts the margin of entrepreneurial decision and
increases the risk for the enterprise, for example when turnover targets are not met or in the
case of unforeseen increases in costs. Especially the investment into innovation on such a ba-
sis is a great challenge for the small and medium-sized enterprises in Brandenburg.

Basically, the culture of taking risks is rather weak in Germany. Both private investors and
banks or other institutional investors act with even more restraint after the negative experience
with innovative enterprises in the course of the breakdown of the “new market”. Many founders
of new businesses and new innovative enterprises in Brandenburg today have hardly any pros-
pects to win their firm’s bank for any co-financing of, for example, a research and development
project. Many enterprises do not have any other possibility now than to finance their innovation
efforts out of the cash flow.

10
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Strong points and main competencies

Part of a metropolitan region and close to Eastern Europe

Brandenburg is the region surrounding the German capital city of Berlin. Special chances for
Brandenburg result from intensifying cooperation with the federal capital Berlin and concentrat-
ing forces on a common economic area. When the relationship between the federal states of
Berlin and Brandenburg will be successfully conciliated and constructively changed towards a
concerted action, a patrticular strength of the region in international competition can emerge.
The capital region’s attractiveness for investors is attributable to its network of research and
scientific institutes, its ultra-modern transport and communications infrastructure as well as its
proximity to eastern European markets. The density and quality of universities and non-
university research institutions region are an excellent basis for business development.

Because of its extraordinary position as the surrounding state of Berlin and its nearness to
Eastern Europe, Brandenburg has established itself as an interesting business location within
Europe. After the fall of the Berlin Wall the German government made enormous investments
to implement Brandenburg as the bridging country between Western and Eastern Europe. EU
expansion into the east will be accompanied by further development of Berlin-Brandenburg’s
bridging function between central and Eastern Europe. Cooperation with neighbouring Poland
is already providing many business opportunities. Alongside traditional sectors such as vehicle
manufacturing, energy and chemicals, industries such as biotechnology, the media, telecom-
munications and the aerospace industry are attaining significance. The attractiveness of Bran-
denburg has continued to grow with the recent EU expansion. The Berlin-Brandenburg region,
with a population of around 6 million, is an attractive market in the centre of Europe. 200 million
consumers can be reached by road freight within a single day.

Fig. 4 Berlin-Brandenburg in a European context

11
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Investment factors

There is a number of important investment factors in which Brandenburg is very strong. This is
in particular qualification aspects, labour costs and productivity levels:

Qualification and availability of the workforce: in average, Germany has a 24% share of
highly qualified employees (with university, polytechnic and technical college qualifica-
tions). The share in Brandenburg is about 27%, putting the region at the top of the in-
ternational list.

In Eastern Germany, labour costs are 37.8% lower than in the western federal states. In
Brandenburg and the other eastern German federal states, these costs are also well be-
low those in many other western industrial countries. One reason for these low costs is
that more than 70% of companies are not bound to collective wage agreements and are
able to negotiate individual wages with their employees.

Productivity levels for eastern German industry are perceived as being lower than in
western Germany. However, this assessment takes only the statistical average into ac-
count. Modern companies which have recently relocated to Brandenburg achieve pro-
ductivity levels of over 120% compared to similar operations in the western German fed-
eral states.

In terms of the overall German average, companies in Brandenburg pay less taxes than
in western Germany, due to the approximate 20% lower trade tax rate. The overall tax
burden in Brandenburg is equivalent to average European levels.

In western Germany and western Europe, companies often have difficulty finding prem-
ises meeting their expansion requirements, particularly for large-scale operations. Ber-
lin-Brandenburg has over 700 commercial, industrial, and office premises available in all
types of locations.

Berlin-Brandenburg has one of the highest regional density levels for research in
Europe. 7 Universities, 21 polytechnics, and technical colleges and around 250 re-
search institutes, including 21 jointly financed Leibniz institutes, 9 Fraunhofer institutes
and 8 Max-Planck institutes are located here. Science and research are one of the most
important advantages and growth factors the region has to offer. Berlin-Brandenburg
has a tradition as a science location. Nowadays, top-level international achievements
are being made in life sciences, transport technology, natural sciences and engineering,
geosciences, software technology, micro systems and laser technology.

12
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2. Features of Brandenburg’s regional innovation sy stem

A regional innovation system can be seen as a regionally specific constellation of organisations
and institutions on which innovative interaction is based. Generally, there is no scientificly ac-
knowledged and simple definition of a regional innovation system. An often used definition is
that of Freeman: “the network of institutions in the public and private sectors whose activities
and interactions initiate, import, modify and diffuse new technologies, may be described as the
‘national system of innovation” (Freeman 1987). Similarly Lundvall suggests that “the elements
and relationships which interact in the production, diffusion and use of new, and economically
useful, knowledge” (Lundvall 1992) constitute an innovation system. Other definitions are more
constraining and place emphasis on the public sector as well as formal institutional contexts
(such as Patel and Pavitt 1994). A regional innovation system, however, also implies innovation
in firms and business activities in general as well as forms of tacit knowledge and regional mi-
lieus. This discussion already indicates the complexity of mapping regional innovation systems.
With a simplified approach, this chapter depicts formal structures as a framewaork in which inno-
vative action takes place - acknowledging that reality is far more complex.

In Brandenburg, the concept of innovation systems is used to indicate a vision for future devel-
opment. The concept includes two main issues. At first it sets a frame for politics, administration,
and science. Secondly it addresses entrepreneurs and investors directly by demonstrating the
region’s potential. In a middle-term view, Brandenburg’s strategy to complement the regional
innovation system aims to transform the business-structure of the capital region into an innova-
tive and technology-oriented and sustainable business landscape. The basic principle is to
strengthen the strengths and use existing opportunities for further development. Brandenburg’s
innovation strategy also is an element in the commenced process of enlarging and deepening
already existing cooperation of Berlin and Brandenburg.

Fig. 5 Simplified sketch of Brandenburg’s innovatio n system
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The following analysis of the regional innovation system of Brandenburg is based on textual
analysis of mainly regional but also national policy documents as well as online funding data-
bases and organisations’ profiles (folders and internet).

2.1. Main elements of the regional innovation syste ~ m of Brandenburg

Science and R&D

Economically, Berlin and Brandenburg must be considered as one region. Economic networking
is a social process and does not stop at administrative boarders. The whole region Berlin/ Bran-
denburg offers a unigue location of science and research. The region is characterised by more
than 170.000 students and 50.000 scientists, seven universities, sixteen polytechnics as well as
250 private and public research-institutions (e.g. the Fraunhofer Gesellschaft and the Max
Planck Society). The region of Berlin/Brandenburg shows the highest density of research institu-
tions in Germany which is a very good basis for innovation.

In Brandenburg, there are over 20 extra-university research institutes, mainly linked to the big
German research associations Max Planck Society, Fraunhofer Society, Leibniz Society and
Helmholtz Society. Some traditional and world famous institutes are located in Potsdam dating
back to the 19" century (Telegrafenberg). The most important agglomeration of modern re-
search institutes is in the new Science Park Golm. Beneath these organisations, the main play-
ers in science and R&D are the University of Potsdam, the Brandenburg Technical University of
Cottbus and the European University Viadrina in Frankfurt (Oder) as well as the polytechnics in
Brandenburg, Wildau, Senftenberg, Eberswalde, Potsdam as well as the Academy of Film and
Television Babelsberg. All universities and polytechnics are cooperating in technology transfer
under the label of iq brandenburg.

Additionally, there is an established network of 24 incubation and technology centres, some of
them specialised in emerging sectors (e.g. Biotech Campus Luckenwalde). All centres offer in-
frastructural support for innovative SMEs and start-ups.

Fig. 6 Berlin-Brandenburg and its R&D landscape
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Innovative business networks

Various innovative industrial clusters and sector competences have been formed around the
state capital, and are continuing to develop successfully. They are characterized by a large
number of innovative companies, networks between science and business as well as between
scientific institutions. Potential Industrial clusters exist in the following areas:

Aerospace industry:

Over 150 companies, 3,500 specialists, around 15,000 people employed in the air and
space transport sector in total and a range of competence centres. With the ILA trade
fair, the region is among the 3 leading trade fair locations worldwide.

Life sciences:

Approximately 600 companies, 8,000 employees in the industrial sector, over 7,000 em-
ployees in research institutions, approximately 3,000 tertiary education graduates per
annum in relevant subject areas and a large number of competence networks. Berlin-
Brandenburg is leading the way in Germany.

Automotive industry:
Around 400 companies, approximately 80,000 employees, 200 supply companies for the
automobile industry, around 100 research institutions with over 2,000 employees.

Media/ Information and communication technology:

Approximately 9,000 companies, 120,000 employees, estimated turnover € 11 billion,
regional focus: Babelsberg media city with internationally coveted Studios, renowned
training institutions such as the Film School, University of Arts and the Hasso Plattner
Institute.

Microtechnology:
400 companies with around 14,000 employees, numerous tertiary education and re-
search institutions, a range of competence networks.

Services/ logistics:
100 logistics companies with around 6,400 employees, 5 expanded specialist logistics
locations in the surrounding Berlin area and on the border with Poland.

Chemical and pharmaceutical industry:

Approximately 5,000 employees with a turnover of € 1.3 billion. Particularly dynamic: the
pharmaceutical industry, with an 8% share of overall exports from Brandenburg. 5 re-
gional chemical clusters in the state of Brandenburg and a number of different networks.

Metal Fabrication, production and processing:

The metal industry is one of Brandenburg's leading single industrial sectors in employ-
ment and turnover with almost 200 firms and ca. 14,500 employees and ca. € 2.5 bin.
turnover.

The industrial and scientific competences offered by Brandenburg also extend to more “tradi-
tional” areas such as the food industry (10,700 employees, and with a turnover of € 2.5 hillion,
the largest industrial sector in Brandenburg) and the wood industry (50 companies, 3,000 em-
ployees and a turnover of € 800 millions).

These clusters around Berlin and Brandenburg reflect the closeness of the cooperation between
science and business. Berlin-Brandenburg meets all the requirements for an effective innova-
tive operation. Around 16,000 scientists are employed in the industrial sector, 22,000 are work-
ing in tertiary education establishments and approximately 12,000 are employed by non-
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university research institutions. 5,300 new students graduate each year from polytechnics and
technical colleges in the fields of natural sciences and engineering.

Fig. 7 Competence networks (LIK 2006: 11)

2.2. Start-up support

Technology and Innovation Centres (TICS)

Technology and innovation centres are regional service centres for founders of new businesses
and for small and medium-sized enterprises. They act as partners in tackling design-related,
managerial and operating problems, and provide assistance in project financing and project
management. They also provide significant scope for regular contact between companies,
which promotes an intensive exchange of knowledge and experience, leads to exciting co-
operative ventures, and opens up new market opportunities.

24 technology and innovation centres in Brandenburg (cf. Fig. 6) provide the following services:

Individual consulting services and ongoing coaching for founders of new businesses and
for SMEs, especially those with innovative business concepts in the technology arena

Help and support in exploiting development potential, investments and participating in-
terests, and other financing instruments

Premises available in small units and services designed to meet their needs, available
on very reasonable terms

Events and activities to provide information and upgrade skills and qualifications
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Contact to, and information on, the relevant authorities, institutions, scientific and aca-
demic institutes, development project sponsors, financial institutions and co-operation
partners.

The Association of Technology and Innovation Centres in the Federal State of Brandenburg
(Verein der Technologie- und Griinderzentren im Land Brandenburg) was set up at the start of
1993 in collaboration with the Potsdam Chamber of Commerce and Industry (IHK) and the
Brandenburg Economic Development Board - ZAB (ZukunftsAgentur Brandenburg). Since it
was established, a number of additional newly-founded technology and innovation centres and
companies have joined. The Association is open to any individuals and organisations who wish
to support the efforts made by technology and innovation centres to advise and promote com-
panies, primarily companies with technology-oriented and innovative business concepts, and
who are keen to develop the regions' potential in economic, scientific and research terms.

BEGIN - BIEM

The initiative “Brandenburger ExistenzGrinder im Netzwerk” (BEGIN - Brandenburg’s Founders
of New Businesses in Network) was an initiative for founders launched by ZukunftsAgentur
Brandenburg (ZAB - Brandenburg Economic Development Board) together with three academic
institutions in the State of Brandenburg (Potsdam University, Potsdam Polytechnic, and Bran-
denburg Polytechnic). The initiative aimed at advancing the culture of self-employment at the
universities and has been institutionalised in the Brandenburg Institute for Founding New Busi-
nesses and Advancement of the Small and Medium-Sized Business (BIEM, cf. below). The in-
stitute aims at encouraging and giving a firm basis to entrepreneurship in thinking and acting,
placing particular emphasis on these topics in teaching and research at the universities in the
State of Brandenburg. It addresses students, scientific staff, professors and alumni.

BIEM gives the first cost-free and competent advice at the universities, which is done by so-
called location managers. That advice helps to orientate and to clarify such questions as are
relevant for founders of new businesses, e.g. founding idea, business plan, possible funding
support and many others. Beyond that, BIEM has powerful partners who ensure the ongoing
and branch-specific consulting. Together with the founder or the founding team, ZAB draws up
the checklist to accompany the intended founding, and organises the cooperation with interme-
diary partners, e.g. the competent chambers.

BIEM links up with premises for founders at all locations of the participating universities. Such
premises are prerequisites for the first stage of the founding process which in that way can be
started free of charge in an atmosphere that helps to try things out. The equipment of the prem-
ises comprises laptops with special on-line data banks, printers, telephone and fax, desks and
chairs. The initiative BEGIN was supported within the scope of the EXIST Transfer Programme
set up by the Federal Ministry for Education and Research (BMBF).

AgiL — Grindungsnetz Brandenburg

In April 2002, representatives of the government of the State of Brandenburg and the presidents
of the six Brandenburg economic chambers agreed to cooperate in encouraging the founding of
new businesses under the headline “Active for AgiL" (Start-up: founding business in this state).
In April 2003, new partners were won, namely Brandenburgische Landesrektorenkonferenz
(BLRK - the Brandenburg Conference of Principals) and the Berlin-Brandenburg Regional Em-
ployment Office (today the Berlin-Brandenburg Regional Board of the Federal Employment
Agency). The agreement is a component of the initiative for founders “AGIL"” (nowadays
Grindungsnetz Brandenburg, start-up network Brandenburg), approved by the state govern-
ment at the end of the year 2000, which aims at the objectives listed below:
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of the initiative for founders “AGIL", approved by the state government at the end of the year
2000, which aims at the objectives listed below:

- increase the number of durably successful new businesses,

- improve the climate for founding new businesses in Brandenburg,

- use the full potential of women founders of new businesses.

Concrete projects have been launched in order to reach these objectives. The range of projects
reaches from a concise brochure about the preparation of credit negotiations and the open day
(for founders of new businesses) to the transfer of experience. These projects address certain
groups of founders and aim at influencing the outline conditions which are important for the
founding and the dynamics of new businesses. The partners’ medium-range target is the exten-
sion of the agreement “Active for AGIL” into a platform that facilitates cooperation with further
protagonists who are relevant for the founding of new businesses. A diversity of offers will only
be useful for founders when it is transparent to them.

Berlin-Brandenburg Business Plan Contest (BPW)

Since 1998, the two federal states of Berlin and Brandenburg have jointly arranged an annual
business plan contest. The programme owners are all universities and polytechnics in Berlin
and Brandenburg. The contest is organized by the Promotional Bank of the State of Branden-
burg (ILB), the Investment Bank Berlin (IBB), and the Union of Employers’ Associations in Berlin
and Brandenburg (UVB) together with other partners in the region.

It is the objective of the Berlin-Brandenburg Business Plan Contest to support founders in the
form of a practically oriented programme that helps founders to continuously develop their
business idea into a sound business concept.

Founders have the possibility to attend seminars and extend and hone their basic knowledge
on commercial questions regarding any topics that may be relevant for founding a new busi-
ness.
- Experienced experts provide coaching in order to help the founders with professional
advice in specific technical questions.
- Investors, entrepreneurs and consultants confidentially check the submitted business
plans and give an individual feedback for optimizing the business concept.
- The network of the contest makes it possible for the founders to get in contact with po-
tential investors, founding partners and also clients. In that way, founders shall meet en-
trepreneurs and like-minded people and get the chance to complete their founding team.

The business plan contest runs on three contest stages. Founders may enter the contest on
each of the stages up to the respective deadline. Requirements to the content and volume of
the business plan increase from stage to stage until, at the end of the 3" stage, a complete
business concept has been developed out of a business idea. On each stage of the contest
there is a contact evening, and a prize is awarded.

The three stages reflect the objectives of the business plan contest. Not only the best business
plans shall be awarded a prize. The contest shall be a forum that helps to elaborate a business
concept with professional support, step by step, from stage to stage, from the idea to the finan-
cial planning. The founders shall benefit from the contest even if they are not among the prize-
winners at the end.

As a financial incentive for the participants, the best business plans in every contest year re-
ceive prizes; the total amount of €55,000 is provided for these awards.

18



ZAB, Thilo Lang 03.07.2007

IbM: Innovationen brauchen Mut

IbM (innovations need courage) offers professional consulting and coaching for innovative tech-
nology-based start-ups in the Federal State of Brandenburg. The objective of IbM is to identify,
classify and coach innovative and technology-oriented companies and to give all necessary
support that the involved entrepreneurs can start-up in business. Target group for IbM are tech-
nology oriented start-up projects and young companies: Start-up projects and young companies
based on an in-house developed innovative technology (service or product) with regional or
(inter-)national standard.

IbM offers professional consulting and coaching by placing outstanding experts as individual
coaches to the service of the start-up. Focuses of provision of services are creation of business-
plan, definition of the business strategy and financial budgeting on an individual basis within the
following modules:

feasibility study

market analyses

financing

marketing & distribution

controlling

organisation

Participation for start-ups and entrepreneurs in initial state is for free. The demand for coaching
innovative start-up projects is seen as immense. Three types of founders have been identified
so far:

research staff in universities and research institutes,

regular employees (mainly in technology based companies),

entrepreneurs and businessmen with new business ideas.

In the first six months of the pilot programme, there has been support for already 23 start-up
projects. During the whole piloting programme (8/ 2006- 3/ 2008), 38 beneficiaries can be sup-
ported. It is intended to continue the programme after the pilot period on a permanent basis.

Venture Capital

Three investment companies which invest in enterprises in the early-stage segment, have their
headquarters in Brandenburg today.

BC Brandenburg Capital GmbH is a subsidiary of InvestitionsBank of the State of Branden-
burg and of the tbg Technologie-Beteiligungs-Gesellschaft mbH and manages four fund com-
panies:
- Seed Capital Brandenburg GmbH (SCB),
- Kapitalbeteiligungsgesellschaft fir das Land Brandenburg mbH (KBB — capital invest-
ment company for the State of Brandenburg Ltd.),
- BC-Venture GmbH (BCV), and
- Risikokapitalfonds der Unternehmensbeteiligungsgesellschaft der Sparkassen des Lan-
des Brandenburg mbH (S-UBG, venture capital fund of the equity investment company
of the savings banks of the State of Brandenburg Ltd.)

The enterprise has subsidiaries in two locations — Potsdam and Frankfurt (Oder). At present
(9/05), BC holds equity in 60 enterprises in the sector of technology and SMEs. The enterprise
has been active on the market since 1993 with more than €50 million of directly invested capital.
The four funds managed as mentioned above, address different segments of clients:

SCB invests in new, growth-oriented technoloy enterprises which are in an early stage of their
development, whereas KBB also invests in growth-oriented technology enterprises and small
and medium-sized enterprises. BC-Venture gives priority to financing expansion and growth,
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and S-UBG addresses innovative, technology-oriented SMEs. BC regularly strives for a minority
holding and does partly not give any regional limitation to its involvement.

Mittelstandische Beteiligungsgesellschaft Berlin-Br andenburg GmbH (MBG - investment
company Berlin Brandenburg for small and medium-sized enterprises Ltd.) is a company organ-
ized under private law and not profit-oriented and represents itself as a self-help institution of
the economy. Investment companies of that kind exist in each federal state. MBG is financed
by the Federal Government and by the federal states of Berlin and Brandenburg. The target
group for equity capital are enterprises located in Berlin or Brandenburg. The target clients are
founders of new businesses or SMEs. MBG does not supply equity capital in the seed or incu-
bation stage and research and development. Equity capital is supplied in the way of an open or
silent participation. MBG Berlin-Brandenburg closely cooperates with the Guaranty Bank of
Berlin-Brandenburg GmbH. The Guaranty Bank assumes an 80% guarantee for all equity capi-
tal held by MBG. That limitates MBG'’s risk.

In the autumn of 2005, Hasso Plattner Ventures started business activities in Potsdam. Hasso
Plattner, the founder of SAP, had the idea for that fund. The fund comprises €25 million and
addresses IT start-ups. It is a combination of venture capital fund and business incubator. Not
only capital but also consulting, premises and IT infrastructure is made available to the founders
or start-ups.

Twelve other equity investment companies  have their headquarters in Berlin. Most of these
companies also invested out of Berlin and are possible co-investors, but also lead investors for
commitments in Brandenburg. The investment targets differ a lot with these companies and
reach from early-stage financing to private equity for management buy-outs. The region of Ber-
lin-Brandenburg with altogether 15 equity investment companies and a large number of man-
aged funds, offers a wide range of financing possibilities to new enterprises.

Further investors on the venture capital market in Berlin-Brandenburg are private persons, so-
called Business Angels. BAND e.V. is the Business Angels Network for Germany. In the region
of Berlin-Brandenburg, the Business Angels Club Berlin-Brandenburg, the MCG Consulting and
Equity Network Berlin-Brandenburg, and the Business Angels Network Lausitz e. V. established
themselves under the umbrella organization BAND. In those networks, wealthy private persons,
assisted by the network managers, get the opportunity to supply equity to enterprises.

2.3. Technology transfer

Technology and Innovation Consulting Points (TIBS)

The transfer points at Brandenburg universities and colleges have the priority assignment to
organize the transfer of technologies to the SMEs in the State of Brandenburg. They do so pre-
paring the ground for contacts and arranging information sessions in the SMEs with competent
scientists. These contacts shall lead to further-reaching common projects between the univer-
sity/college and the enterprise, which indeed happens in many cases. It is part of the tasks of
the transfer points to accompany and support that process. Whenever the obvious thing is to
do so, the transfer point may as well take on the management of such projects. At present,
TIBS exist at eight of the nine universities and colleges in Brandenburg. Beyond that there are
branch-oriented transfer points in selected non-university institutions.

It can be stated that the technology transfer of universities and colleges developed from initially
offer-oriented activities to a demand-oriented work, that is, to a work oriented towards the de-
mand of the enterprises. It is therefore important that the enterprises, too, are willing to address
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the universities and colleges in the region. In that way, the technology transfer could be intensi-
fied taking the requirements of the enterprises as a starting point. That would lead to an even
better interlinking of science and economy in the region.

iq brandenburg — Technology Transfer Network Brande nburg

ig brandenburg is the network of Brandenburg’s Technology Transfer Points within the federal
state. Brandenburg’'s scientific landscape orientates towards a research work that is related
with industrial applications. These applications are of immediate benefit to the region. The co-
operation with universities and colleges helps the enterprises to get access to current results of
the research work, quickly and at reasonable costs, and also to market and competition issues,
to information on the current level of science and technology and on industrial property rights.
The large transfer portal enables the enterprises to look deliberately for cooperation with Bran-
denburg’s university and research institutions.

ig brandenburg is a network of the technology-transfer offices at regional universities: The net-
work of technology-transfer offices of the universities “iq brandenburg”, a gateway between re-
search and economy, especially endeavours for small and middle sized businesses. Entrepre-
neurs quickly and competitively get access to results of research, information about the status
of science, technology and property rights.

Regional programmes supporting technology transfer

For more than 10 years now the State of Brandenburg has offered its own support instruments
to increase the capability of innovative enterprises. Mainly in the programme “Research and
Development in SMEs” and in the previous programmes “Innovation of Products and Proce-
dures” and “Information and Communication Technologies” support is given to innovative prod-
ucts and procedures developed by small and medium-sized enterprises. The programmes “In-
novation Assistants”, “Consulting/Transfer of Knowledge” and “Support to Patents” gave and
give support to measures which accompany innovations and serve the influx of qualified staff,
the better access to external knowledge, and the protection of intellectual rights.

Fig. 8 Support programmes for technology transfer a nd innovation
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Research and Development in SMEs

This programme enables the support to R&D projects of small and medium-sized enterprises in
industry, trade and services with headquarters or with a manufacturing plant in the State of
Brandenburg. Brandenburg’'s economy is marked by predominantly small and medium-sized
enterprises which do not have any, or just have small, sections of their own for research and
development (R&D). At the same time, the competitiveness of an enterprise is more and more
dependant upon its innovation activities. On account of the lacking R&D capacities and the
growing innovation pressure, there is an increased demand of cooperation with external part-
ners, for example universities and non-university institutions, in enterprise networks.

The activity eligible for funding is innovative research and development that is performed in the
State of Brandenburg and serves the development of new products, procedures and technolo-
gies. The subsidy may cover the expenses with staff, project specific material, R&D services
supplied by other enterprises and depreciation. The subsidy is limited to € 500,000 for each
project. The projects shall not take more than two years. The rate of subsidy is between 50
and 75% of the expenses eligible for funding. Around 100 R&D projects of SMEs per annum
are subsidied through this programme in Brandenburg with a measurable positive effect on em-
ployment, innovation competence and market success of the enterprises. The program R&D in
SMEs is financed out of ERDF funds, among others.

Innovation Assistants

This program shall increase the innovation competence and competitiveness of Brandenburg
SMEs, and accelerate the change-over to environment-friendly products and production proce-
dures in the way of employing university and technical college graduates as specialists (innova-
tion assistants). Enterprises may get subsidy for a term of 2 years: during the first year the fi-
nancial support is 50% of the labour costs (max. € 20,000); during the second year the financial
support is 40% of the labour costs (max. € 10,000).

Consulting/Transfer of Knowledge

The objective of this programme is it to strengthen the competitiveness and flexibility and also
the innovation potential of small and medium-sized enterprises. Specific consulting used by
SMEs of the State of Brandenburg and supplied by, for example, regional universities, colleges
or research institutions, is eligible for support. This instrument contributes significantly to inten-
sify the transfer of knowledge and technology between science and economy. The financial
support is 50% (max. € 50,000) during three years.

Research and Development (general guideline)

Based on the positive experience gained with the guideline “Research and Development in
SMEs”", the State of Brandenburg launched its own support programme that makes it possible to
support enterprises to which the SME Regulation does not apply. Within the scope of this pro-
gramme, enterprises may get a subsidy of up to €2.5 million for R & D projects.

2.4. Key Players

Beneath the traditional public players in the region (in particular Brandenburg Ministries of Eco-
nomic Affairs, of science, research and culture, of labour and social welfare as well as the State
Office - LReg) there are a number of other organisations relevant for innovation support in
Brandenburg. These newer organisations are either intermediaries or private institutions.
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Intermediary organisations

Brandenburg Economic Development Board (ZukunftsAgentur Brandenburg GmbH |, ZAB) is
the main player in regional innovation (evaluation of regional R&D-funds, cluster-initiatives,
RIS/RITTS-projects, IRC Innovation Relay Centre, IPR-exploration support, etc.). As a One-
Stop-Agency the Brandenburg Economic Development Board provides all performances for
economic enhancement of the region. Beside consultancy and promotion for innovative and
technology-oriented entrepreneurs, investors and founders of businesses, the agency escorts
middle-sized business from idea to business, enhances technology-transfer, participates at
specific national and international fairs, informs about subsidies and cares for realisation of pat-
ents. There is a close cooperation between ZAB and Berlin Partner GmbH as well as with
Technologiestiftung Berlin (TSB) in the capital. Both basically offer the same service for new
entrepreneurs in the specific branches. A new department, the Centre for Entrepreneurship,
Innovation and Networks was established in 2002 with the objective to bundle up and coordi-
nate the activities regarding the transfer of technology. The access of small and medium-sized
enterprises to the technology and innovation potentials of Brandenburg's research institutes,
universities and colleges shall be significantly improved in that way. ZAB closely cooperates in
this area with the Ministry for Economy of the State of Brandenburg, the Brandenburg Founda-
tion of Technology, and with ig Brandenburg (cf. above). ZAB works closely with Landesagen-
tur far Struktur und Arbeit  (Brandenburg State Agency for Structure and Labour GmbH,
LASA), which is involved in a number of innovation projects coming from the labour side.

The purpose of the Technologiestiftung Brandenburg  (Foundation of Technology) is to sup-
port science and research especially in branches of innovative technologies. The foundation is
deeply involved in the implementation of the innovation concept. Central functions are to organ-
ize and execute regional events (e.g. technology-transfer-award), workshops and fairs for the
specific technology-branches and technology-transfer.

The Investment Banks of Berlin and Brandenburg offer a wide spectrum of loan programs
that enable founder of new business and SME’s investing in future-technology, to launch new
products as well as enable access to export-markets. Beside public (IBB, ILB, BC) and self-help
(Guaranty Bank Brandenburg) institutions, private investors like Peppermint Financial Partners
and Gradus Venture GmbH offer vc-participations and consulting. Modern innovation policy re-
quires new and appropriate financial instruments and therefore optimal cooperation and adjust-
ment between public and private capital provider.

The Brandenburg Institute for Founding New Businesses a nd Advancement of the Small
and Medium-Sized Business (BIEM) aims at encouraging and giving a firm basis to entrepre-
neurship in thinking and acting, placing particular emphasis on these topics in teaching and re-
search at the universities in the State of Brandenburg. Concrete objectives are:

- encouraging entrepreneurship in thinking and acting in fundamental teaching at the uni-
versities and colleges in the federal state,

- providing knowledge for founders in the way of lectures, exercises, seminars, case stud-
ies and projects,

- strengthening the innovative competence and supporting the intended founding of new
businesses by undergraduates, graduates and scientific staff at universities, colleges
and research institutions, by employed people who want to become self-employed, and
supporting such projects as set up by the cooperation partners of BIEM,

- developing and implementing coaching concepts of potential founders and new entre-
preneurs in cooperation with capital investors (e.g. Business Angels),

- finding cooperation partners for intended new settlements,

- providing scientific coaching and evaluation of university graduates’ founding processes
and plans,
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- initiating and accompanying the exchange of experience between founders of new busi-
nesses,

- further qualification of founders of new businesses,

- basic and applied research in such matters as founding new businesses, management
of small and medium-sized enterprises (SME), and regional economic and structural
policies,

- transfer of scientific knowledge to potential founders of new businesses and existing
SMEs,

- establishing and running firms for learning and training with the participation of teachers
from all universities and colleges,

- supporting and maintaining the network structures of founders in the State of Branden-
burg,

- project-related cooperation with regional enterprises, and

- media activities.

BIEM is based on the strategy of private-public partnership. Among others, three professors
cooperate in BIEM whose chairs are financed by private enterprises and by a regional savings
bank.

Fig. 9 Key players in the region

Private organisations

The Vereinigung der Unternehmensverbande in Berlin und Brandenburg (Confederation of
Employers and Business Associations of Berlin and Brandenburg, UVB) represents the inter-
ests of entrepreneurs. Within the scope of foreign trade relationship the confederation cultivates
intensive international contacts with other associations, in particular in the European capitals (as
member of the European association O.P.C.E.). UVB also functions as an interest group being
actively involved in a number of bodies in Berlin and Brandenburg (such as ZAB) and a number
of task forces about regional economic development issues.

All companies registered in Germany, with the exception of handicraft businesses, the free pro-
fessions and farms have to be members of their regional Industrie- und Handelskammer
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(Chamber of Industry and Commerce, IHK).! IHKs represent the interests of their members in
relation to the local, state and regional authorities and, through the DIHK, the Federal Govern-
ment and the European Commission. The state has assigned to the chambers certain tasks
which would be its own responsibility if those chambers did not exist. As a result, the chambers
today issue certificates of origin and carnets, set vocational training examinations or, a recent
innovation, maintain a register of companies who meet specific environmental standards ("eco
sites"). All regional IHKs offer services with regard to economic policy, business start-up, voca-
tional and further training, innovation and environment, international affairs as well as legal af-
fairs. In Brandenburg there are three sub-regional IHKs united in a regional working group. The
regional chambers are also a source of information on the regional economy, business loca-
tions, grants, training and more.

The German Confederation of Skilled Crafts ("Zentralverband des Deutschen Handwerks" -
ZDH) is the umbrella organisation of the skilled crafts in Germany. It represents the interests of
the sector as a whole. The ZDH unites 54 craft chambers and 38 national confederations. The
ZDH represents the interests of the skilled craft sector as a whole vis-a-vis the German gov-
ernment and all central authorities. In Brandenburg there are three chambers of skilled crafts
which are collaborating in the Handwerkskammertag des Landes Brandenburg (the Bran-
denburg Confederation of Chambers of Skilled Crafts). The three chambers are interest group,
self-governing and service provider for craft businesses in Brandenburg. The Handwerkskam-
mertag represents the interests of the craft sector on a regional level in politics, economy and
society.

! cf. www.dihk.de/english/ for more information about the German IHKs.
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3. Quantitative assessment of trends regarding Bran  den-
burg’s competitiveness

3.1. Theory and methodology

It is not intended to evaluate the impact of innovation support policies as a whole within this pro-
ject. ldeally, such an issue should be dealt within a comprehensive project using different quali-
tative and quantitative methods (cf. IPTS 2002: 72ff). In 2006, the Brandenburg Ministry of Eco-
nomic Affairs contracted a consultancy to conduct an evaluation of Brandenburg's economic
development promotion policies. Innovation support policies are part of this evaluation which is
still in progress. It is a different question, however, if regional innovation policies have led to
increased regional competitiveness. In the case of Brandenburg, it is not possible to develop
indicators which show causal relationships between innovation support instruments and certain
aspects of competitiveness. Also in general, such a relation will be difficult to prove.

However, certain trends with regard to competitiveness might point towards new needs for tai-
lored innovation policies. Within such a context we are not looking for methods to evaluate RTD
support policies as a whole, but for indicators mapping — or monitoring — the development of
regional competitiveness. Such a monitoring system has to depict different modes of innovation
between science based innovation in research organisations and innovation related to everyday
economic activities. ldeally, innovation assessments should also include qualitative methods,
such as case studies, expert interviews or business surveys (e.g. IPTS 2002: 72; CoC 2005:
20). The aim of a monitoring system should be to identify critical developments and then use
gualitative methods to find out more about the reasons for such trends.

To conduct a benchmarking with other regions or even with the most competitive regions in
Europe (“the best”; IPTS 2002: 177) is not hold to be very helpful. Comparability of indicators is
very difficult because of a differing quality of data. It is also difficult to identify regions with simi-
lar framework conditions (which would be a precondition for a benchmarking). Further, the dif-
ferences to the best regions are seen as less important than actual improvements within the
region. However, regarding some aspects (such as GDP growth) it might be crucial to relate
trends within the region with developments in other comparable regions (e.g. in the same coun-

try).

3.2. Indicators

There is already a wealth of different indicator systems to measure competitiveness of a region
(e.g. CoC 2005: 22-36; ESPON 2006; EC 2005). However, most of these sets of indicators
were made for the national level or within the European context and do not take into account the
availability of data. In 2000, four German research institutes elaborated a comprehensive list of
innovation indicators tailored to the German data context (ISI 2000). The following discussion
relates to this list of indicators and research about similar data for the State of Brandenburg.
Some of the proposed indicators might have to be set in context with Germany as a whole to
eliminate the effects of general (cyclical) trends. Others must be interpreted in the context of
post socialist transformation and thus related to general developments in the Eastern Lander.

Indicators for the assessment of Brandenburg’s competitiveness resp. the regional innovation
potential have been grouped to the three sections human capital, private sector and innovation
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as well as research and development. Based on the selected indicators described below, a
regular innovation monitoring can be done for the State of Brandenburg.

Human Capital

Human capital is a key driver for innovation and regional competitiveness. Innovation in prod-
ucts and processes can only take place because of the innovative potential and creative means
of the labour force. Crucial aspects within this section are the quality of (university) education
and research training as well as the capability to keep highly qualified workforce in the region.

Quota of high school graduates (Abitur)

Population with tertiary education

Population with university education/ phd

Students and student quota

Primary enrolment (1. Semester) and primary enrolment quota
Number of graduates and number of phds among graduates
Population and age structure

Migration balance

Private sector and innovation

Economic growth and competitiveness of private sector activities are often linked to innovative
elements either with regard to products or with regard to production processes. New and inno-
vative technologies and services often lead to higher profits and a more stable economy in gen-
eral. Thus the indicator GDP per employee hints towards the share of innovative elements in
the regional economy. Further the number and quality of firms and start-ups is an indicator for
business activity. The discrepancy between the quota of potential business founders and actual
self-employed is an indicator for problems and success in mobilising the creative potential of
regional business actors. So does the balance of newly registered and cancelled businesses.

Other indicators such as the turnover with new products or the number of innovations measure
innovation activities in firms. The number of jobs in so-called future industries demonstrates the
regional capacity to benefit from general future economic trends. Applying the widespread ar-
gument that economic networking helps to innovate and compete in the market leads to the
monitoring of partners in organised business networks.

GDP per employee

Companies per 1000 inhabitants

Balance of newly registered businesses and cancelled businesses
Quota of potential business founders and quota of self-employed
Start-ups in science and technology intensive fields

Realised product- and process innovations in regional companies
Turnover with new products

Jobs in future industries

Partners in business networks
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Research and development

R&D activities are one of the most important sources of innovation. To keep or widen regional
competitiveness, it is important to maintain public and private R&D activities in the region.
Available indicators are related to R&D spending and R&D employment:

National public R&D spending in Brandenburg
Internal R&D spending in industry and commerce (in BRB)

R&D employment in the business sector in Brandenburg

3.3. Indicators and competitiveness

In this project, the proceeding for an assessment of Brandenburg’s competitiveness related to
innovation support policies has been to put up a comprehensive list of suitable indicators. One
key argument in the process of selecting indicators has been the availability of data on a regular
basis. Data availability allows a regular update of development trends. The analysis of these
trends could point towards further needs with regard to innovation support.
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4. Existing plans and main activities to improve th e innova-
tion system and competitiveness of the region

4.1. Re-orientation of economic development policie s

After the state elections to the Landtag in autumn 2004, the government coalition agreed a new
orientation in how to support the economic development in the State of Brandenburg. The coa-
lition agreement says: “Support has to be concentrated on the existing clusters and competence
fields in order to ensure that strong branches can positively develop and unfold stimulating ef-
fects. (...) Development and settlement policies as well as the extension of infrastructures have
to be precisely orientated to the strengthening of these potentials and take into account the
structures of small and medium-sized enterprises.”

In the new orientation of its development policy, Brandenburg will set sectoral and regional pri-
orities in the years to come. The concerns of small and medium-sized enterprises will be taken
into special account. In the past, locations were often developed with an orientation towards
distribution, too much according to aspects of regional planning and too few according to pros-
pects of sectoral developments. As to the support granted to develop enterprises, there were
hardly any differentiations and priorities targeting specific branches. Since the 1990s specific
potentials in several branches have developed in Brandenburg which allow for passing from a
look on areas to a support according to priorities.

The core of the new orientation of the economic policy in the State of Brandenburg is:
Strengthen the strong points — support growth. With the new orientation of the support to eco-
nomic development, clear signals for growth shall be given within the scope of the available
budget volume — signals to Brandenburg's small and medium-sized enterprises, to established
enterprises in the fields of branch competence, and to investors who want to settle in the federal
state.

Growth programme for small and medium-sized enterpr ises

The small and medium-sized enterprises are the backbone of the economy in the State of
Brandenburg. Having as a motto “Strengthen the strong points”, a signal shall be given for the
continuous existence of small and medium-sized enterprises (SME) — with a growth programme
for Brandenburg’s small and medium-sized enterprises: In future, Brandenburg’s SMEs will
always get the highest possible funding for investments eligible for funding up to an investment
amount of €2.5 million within the scope of GA-G (Joint Task - Programme of the Federal Gov-
ernment “Improvement of the Regional Economic Structure” — Industry and Trade) — irrespec-
tive of place and branch. This funding is meant to give a fast and unbureaucratic support to
Brandenburg’s small and medium-sized enterprises. For it will be possible to request the avail-
able development funds up to two months before invoices are paid. That makes it easier for
small and medium-sized enterprises to finance investments because they are not longer forced
to advance financing.

Concentration of investment grants on fields of bra nch competence

But to strengthen the strong points also means, in the view of the state government, to concen-
trate the support to the economic development on growth branches in which Brandenburg has
special competences in the capital region of Berlin-Brandenburg. In analysing the growth po-
tentialities of all the branches present in the federal state, consideration was given to both cur-
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rent structures and prospects of future developments. Beyond that, also cross-border aspects
in the interlinking with Berlin were considered.

As a result, the following 16 fields of branch competence were established:
- Biotechnology / Life Sciences
- Aviation technology
- Media / information and communication technology
- Automotives
- Food industry
- Power-producing industry / power-producing technology
- Geoinformation industry
- Wood-working industry
- Plastics
- Logistics
- Metal production / metallurgical industry / mechatronics
- Mineral oils/biofuels
- Optics
- Paper
- Rail transport technology
- Tourism.

“Application-oriented, innovative research and development enterprises” (e.g. founding arising
out of universities, colleges and institutes) are put on a level with the fields of branch compe-
tence. It applies to all fields of competence that they may as well comprise enterprises from
other branches if the corresponding economic interlinking is given. The field of Life Sciences,
for example, comprises the innovative food industry and medical technology; parts of mechani-
cal engineering and the measurement and control technology can be classed with the compe-
tence field of automotives or mechatronics. For each competence field the main areas were
established where a concentration of the respective branch is found. The development of
branch-specific infrastructures in such branch-focused locations will in future be especially sup-
ported. A system of incentives in investment support shall additionally guide new settlements
primarily to those branch-focused locations. The objective is to extend structures already there
existing and to strengthen the interlinking of the enterprises of one branch.

The concentration of investment support on fields of branch competence will be accompanied
by a clear simplification. Since 2006, investment support has only been differentiated into:

- basic funding (17.5%), and

- complementing support to potentials (17.5%).

A special SME supplement (15%) is added for small and medium-sized enterprises. As pro-
vided for by the EU, there are exceptions for the so-called labour-market region of Berlin-
Brandenburg in the closer integration zone surrounding Berlin until the end of 2006. There, the
rate of basic funding, the support to potentials, and the SME supplement are 10% each.

Basic support is granted to:
- all enterprises in respect of investments eligible for support.

The additional Support to Potentials is granted to:

- existing enterprises which belong to a field of branch competence,
- newly settling enterprises which belong to a field of branch competence and invest in a
branch-focused location.

The new support environment provides for backing up expansion investments through the GA
Support to specific potentials whenever the respective enterprises belong to the defined fields of
branch competence regardless of their location, but on the other hand it provides for not grant-
ing the support to potentials to any new settlements outside the branch-focused locations, even
if the respective enterprises belong to the defined fields of branch competence.
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The objective of these measures is the concentration of enterprises on certain locations in order
to:
- let emerge synergies (nearness in space as one of the essential prerequisites of entre-
preneurial cooperation in procurement, manufacturing and sale),
- enable that existing infrastructures can be used better and at lower costs for all enter-
prises, and
- let emerge an attractive business environment in short and medium terms that will draw
other enterprises to Brandenburg.

In that way, the State of Brandenburg wants to meet the requirements of enterprises interested
in settling down and regularly looking for locations where they find structures for cooperation.

4.2. Brandenburg’s innovation concept

In the framework of the reorientation of economic policy in Brandenburg, the ministry of eco-
nomics, the Brandenburg Economic Development Board and the Foundation of Technology
Brandenburg developed a concept of action-fields related to innovation that aims to strengthen
the economic position of Brandenburg in a national and international view.

Fig. 10 Brandenburg's innovation strategy

The “Landesinnovationskonzept Brandenburg 2006” (LIK 2006) was created in a cooperation of
six task forces. Each group had been installed to elaborate a package of targets, strategies and
instruments. Leadership during the development and consolidation were located in the hands of
the ministry of economy and the heads of task forces. At present, the existing Innovation Con-
cept of the State of Brandenburg is further elaborated. The strategic targets can be summarized
in the following way:

Cooperation with Berlin

First objective is to continue and enlarge the cooperation between Brandenburg and the Ger-
man capital Berlin with regard to innovation policies. In the beginning of 2007 both states joined
their marketing activities under a combined location campaign marketing the capital region.

Berlin and Brandenburg are at present still separate federal states. The innovation processes in
the region, though, cross the state borders. That is why efforts are made to coordinate the
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analyses with regard to innovation policies and also the setting of future priorities across the
state borders.

It is the explicit guideline of the economic policy of the federal state to further intensify the coop-
eration with the State of Berlin in issues of supporting the economic development. The objec-
tive is to shape a common profile of the economic region Brandenburg-Berlin, to jointly place
the location on the market, and to support the chains of competence, market-opening and at-
tainment of value added in their development across state borders. The following steps have
been agreed:

- development of a common business brand for the region

- formation of joint teams for the acquisition of investors and the implementation of joint

acquisition strategies
- coordination of the foreign trade activities
- establishment of fields of competence and innovation across state borders.

Fields of branch competence with regard to technolo gy and R&D

For the State of Brandenburg, 16 fields of branch competence were identified in the course of
the new orientation of the support to economic development. Under aspects of innovation,
these fields of branch competence show great differences in their prerequisites, structures, sin-
gularity features and prospects of development. The new orientation in investment support is
the first important step towards a new, growth-oriented support to the economic development.
The fields of branch competence shall also be continuously strengthened by branch strategies.
In pursuit of that purpose, the several fields of branch competence are analysed as to their spe-
cific demands, and appropriate strategies will be designed together with the branches.

This aims at offering a package of appropriate support instruments which suits the demand of
every branch. Itis intended to integrate further support measures, for example:

- support to branch networks,

- support to technology and innovations,

- support to infrastructures close to the enterprises.

The integration of sectoral and regional aspects of decisions on economic development meas-
ures will also give a particular contribution to the creation and strengthening of networks and
clusters in Brandenburg. Brandenburg’s enterprises are often too small and financially too
weak to be able to use their full potential. In fact, projects are not possible unless there is co-
operation across enterprise limits in procurement, manufacturing, innovation and sale.

Innovative start-ups and innovation-oriented settle ment strategy

Another strategy is to intensify support for innovative high-growth companies and technology-
based businesses. Furthermore, networking of the related innovative branches is regarded as
basic necessity and has been enhanced as well as a demand-driven system of technology
transfer support services linked to specific business networks (clusters).

In the sense of a durable development of Brandenburg’s economy, priority in the acquisition
strategy shall in future be given to the settlement of innovative enterprises such as high and top
technology enterprises or places of operation with intensive research and development activi-
ties.

Funding innovations and technology-transfer

The degressive allocation of funds will reduce the possibilities of the State of Brandenburg to
use means from structural funds and from the Federal Government in order to grant support to
innovative enterprises which plan to carry out their research and development projects. Alterna-
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tively, the establishment of revolving funding instruments is examined; such instruments will
also in the future enable an intervention into innovative enterprises because means flown back
will be used again.

The primarily offer-oriented structures until now prevailing in the State of Brandenburg will be
revised and, if appropriate, substituted or complemented by demand-oriented structures. This
may imply that the Technology Transfer Points which are at present regionally aligned with the
university and colleges will rather be aligned with fields of branch competence.

Conclusions

Nearly 20 years after German reunification the Federal State of Brandenburg has developed
economic potentials which allow a positive outlook. Although there are still regional disparities
with critical developments in the remote areas of Brandenburg, the huge potentials of R&D in
the capital region begin to show sustainable impacts with regard to the region’s economic de-
velopment.

After the first half decade in the new century also innovation support measures seem to be in
place both, in terms of technology transfer and in terms of business start-up support. In some
fields of economic activity significant positions in the national market could be reached although
there is still a huge distance to established regions in the western parts of Germany. The state
of Brandenburg supports networking in 16 competence fields to help these future industries to
take off. In the last years also collaboration with the relevant bodies in Berlin has been intensi-
fied to the benefit of trans-regional initiatives.

However, innovation policies also have to consider the flexible character of institutional contexts
and external influences. Innovation support as well as innovation systems can never be static.
Policies and support frameworks can be most effective if they easily adapt to the changing con-
ditions and trends of economic development. Innovation systems thus must be flexible and must
prohibit spatial and formal boundaries as much as possible. In this sense, the responsible
stakeholders in Berlin and Brandenburg have still a long way to go — despite recent successes.
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