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Executive summary

As the knowledge economy (KE) tends to locate in urban areas — like Berlin, which according
to this research belongs to Cluster 1; meaning it has a “highly competitive and KE-based
economy” — the German capital represents an example to contextualise migration to urban
centres and the factors and policies affecting and or triggering these developments.

On one side, the case study identifies potentially important parameters like Berlin’s welcome
culture, the still relatively low cost of living (compared to other European metropolises), high
quality of life, and an international environment in the arts and culture, etc. These elements
make Berlin an attractive location for the highly educated and mobile workforce of the KE. The
analysis of economic and demographic developments shows that Berlin is (finally) thriving and
its population growing. Also, its educational and institutional characteristics — specifically its

well established scientific landscape — make it a destination for high-skilled KE workers.

On the other side, the research analyses Berlin’s strategies when investing in further
development of its KE sectors — e.g. through urban regeneration projects and the establishment
of innovative technology parks and urban KE hubs. Berlin officially followed, and still follows,
multiple strategies to strengthen the KE as well as the transition from more traditional fields of
the economy towards more future proof models. All of this is especially targeted towards the
KE (digital and creative economy, science and technology, etc.). Therein, urban redevelopment
areas — like Berlin Adlershof or the projected Berlin TXL Airport redevelopment project (both
including relocation services, R&D infrastructure and related services) — are a focus of the city’s
efforts to attract human and financial capital. The attractiveness of Berlins scientific landscape
is evolving and increasingly offers opportunities in a variety of fields related to the KE. On top,
the city’s policy for education and research entails a clear commitment to innovation, and is

unmistakably oriented towards both European and international networks and exchange.

The case study concludes, that Berlin will probably continue its recent success story as an
important metropolis in central Europe — as well as a KE hotspot. The years since the
establishment of the EU, the reunification of Germany, as well as the recent spike in
international investments, mushrooming start-ups and the variety and multiplicity offered in this
city has made Berlin grow and flourish. Yet, and due to arising crises and potential conflict —
e.g. with the euro crisis, the refugee crisis since 2015, Brexit; but also raising rents and prizes,
as well as a growing dependency on risk-capital (at least in the start-up and entrepreneurial
scene) — it is still to be seen whether Berlin will be able to (again) use its creative potential,
human/social capital and existing strengths to further thrive on the way to a future in which

science, technology, (higher) education and knowledge production are key.
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1 Motivation for the selection of this case

Berlin is a metropolis with more than 3.5 million inhabitants, with a rich history and some unique
features/settings that make it an interesting case of an urban area betting on the KE as a major
economic factor while being open to (or even highly interested in encouraging) immigration
from within and outside of Europe. As explained earlier in this report, the expansion of the KE
across Europe has supported the growth of highly skilled employment with high wages (as well
as spillover effects in other sectors); but it has also had a polarising effects across the EU, with
a large share of activities concentrated in technologically more advanced regions where
sufficient agglomerations of knowledge activities are present.! The KE tends to locate in urban
areas that offer high levels of social capital, networks, technology, agglomeration of knowledge
and good physical accessibility.? Urban areas — like Berlin — have become the growth engines
and attractors of investments, particularly intense in the old Member States.?® Therefore — as
the second case study from Germany — Berlin represents an example to contextualise migration

to urban centres in the context of the knowledge economy in Europe.

Meanwhile, and as stated in this report, Europe’s future economic dynamism is closely
connected to its capacity to adopt — or even spearhead — new technologies and innovations;
and Berlin is a good example for a European metropolis highly dependent on knowledge-based
economies. Berlin’s KE is diversified, internationally connected and banking on its creative-,
cultural- and human-capital to induce economic success. According to the cluster-analysis
undertaken in this work, Berlin belongs to Cluster 1 — meaning it is/has a “highly competitive
and KE-based economy”. In relation to the EU average and compared to the pre-crisis period
(before 2008), Cluster 1 regions show improvements and growing values in all KE relevant
indicators; including very good labour markets and socio-economic conditions, high levels of
employment in R&D sectors, high investments in R&D activities and ICT infrastructures, as well
as a growing, young and often high-skilled population. Yet, Berlin might be an exception in

many ways due to its unique characteristics.

Other factors are also important when understanding Berlin’s economy and the attractiveness
it has for KE firms and workers.* The welcome culture of the city, still relatively low entry levels
and a comparatively low cost of living®, high quality of life, and an international environment in

the arts and culture, make Berlin a relatively easy and attractive location in which to settle for

! See also Paddison & Hutton (2014)
2 See e.g. Kujath (2005), Kratke (2011)

3 When we speak about discrepancies and persisiting gaps in terms of technology, knowledge-intensity, and innovation
between Old Member States (OMS) — with a high level of KE and high skilled (young) workers — and New Member
States (NMS) — catching up in terms of income and productivity — we have to bear in mind, that Berlin is an exception:
As a formerly divided city and capital of two Germanies, it shows characteristics of both OMS and NMS.

4 See also Hospers (2003)

5 The highest average housing prices e.g. are not recorded in Berlin, which is more affordable than e.g. Munich or
Frankfurt a.M.
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the highly educated and mobile workforce of the KE. With its good academic and R&D focused
landscape, innovative companies and entrepreneurial spirit, Berlin is increasingly being
perceived internationally as an economic hub and considered to be leading a variety of fields:
e.g. in the areas of energy- and environmental-technology and related services, or the mobility
sector. All in all, Berlin sports great potential for innovation, an agglomeration of educational
infrastructure (especially higher education like universities, etc.) and latent knowledge
spillovers, as well as high levels of economic growth; all combined with vibrant migrant

neighbourboods.

To put Berlin into context: Germany includes regions that are experiencing very different
patterns of employment, migration and population distribution. In addition, the country has been
experiencing both inter-regional and international immigration over recent decades, with a
consequent dramatic change in the distribution of human capital and skills across regions.
Three main phenomena are currently happening in the country: first, a significant outmigration
from north-east and coastal regions, and a consequent depopulation trend in these areas
(Wirth, 2013); second, a substantial immigration towards urban centres, with an increase in
their population; and third, immigration flows from both EU and non-EU-countries. As the capital
city, Berlin is one of the preferred destinations of migrants, e.g. for highly qualified youth from
Eastern European regions or from Southern Europe. The city’'s economy is growing constantly
and outperforming the rest of the country’; and, recently, Berlin reached the highest level of

employment since reunification.®

Nevertheless, the purported success story of Berlin is a relatively new phenomenon.® In the
past, Berlin had to struggle with slow growth and conflicting reports on its economy did not give
a clear picture. For example, the city was not believed to be very competitive, or at least was
ranked the only capital region with a competitiveness index below its national average.'® The
metropolitan region of Berlin is almost the same size as the Ruhrgebiet and both recorded
similar levels of productivity; however, these were not — as in most other EU Member States —
the highest productivity levels in the national economy.! The city had to reinvent itself: its post-
unification economic growth had to include a dramatic shift in the skills distribution of its
workforce, from an economy dominated by subsidised manufacturing when the city was
divided, to a dynamic KE today. In recent years, the city was the focus for various
programmemes and policies designed to specifically strengthen the knowledge-based
economy of the region, a strategy that has been successful so far. Therefore, Berlin is investing

in further development of its KE sectors — e.g. through urban regeneration projects and the

5 McKinsey & Co. (2016)

7 See e.g.: https://de.statista.com/infografik/8749/bip-wachstum-bundeslaender/
8 See e.g.: Stiiber (2017)

9 See e.g.: Kratke (2004), Brown (2014), Growe (2016)

10 See e.g.: Petzinger (2016), O'Sullivan (2016)

11 European Union (2016a)
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establishment of innovative technology parks and urban KE hubs — and is hoping to further

attract human and financial capital towards it.

For now, Berlin seems to still be thriving after a long period of separation and closure, followed
by a slower than expected economic recovery, and being confronted by new challenges (e.g.
gentrification)12 All in all, the city seems well equipped for a successful future development,
even in times of uncertainty and rapid change on the national, European and global scales,

with challenges still ahead.

12 See e.g.: Benevides et.al. (2014)
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2 The hypothesis under analysis

Berlin has gained from its unique situation and great potential after the end of the Cold War,
German Reunification, and EU extension towards the east — making Berlin a metropolis in the
centre of Europe, as opposed to being at the farthest edge of two concurring world models. In
recent years — and after some decades of stagnation and much slower than expected
development — Berlin has gained not only attractiveness, but has also witnessed population
increase, economic growth and higher investments (e.g. in the real-estate market or creative

and tech sectors) — making it an ever improving location for the KE.

HYPOTHESES

EXPECTED RESULTS

MECHANISM

EVIDENCE

Urban redevelopment areas in
Berlin are a focus of the city’s
strategies (including relocation
services, R&D infrastructure
and related services) to attract
investments which enhance
the KE.

Number of companies
settling in Berlin is
steadily growing and
urban redevelopment
areas are bustling.

Economic and other
incentives for firms in
the KE sector
(especially relocation
services to science
parks and urban
redevelopment areas)

Number of company
registrations increasing
AND urban
redevelopment projects
are closely linked to
other policies and
services.

The attractiveness of Berlin’s
scientific landscape is evolving
and is increasingly offering
professional development
opportunities in a variety of
fields related to the KE.

Number of KE workers
is growing and the
reasons for moving to
Berlin are seen
connected to
possibilities in the city.

Berlin builds on its
reputation as an
attractive city and tries
to broaden offers for
KE professionals and
related fields.

KE workers move to
Berlin to seek a career
and professional
development (not only a
job) and are happy about
what the city offers.

Berlin has created a highly
attractive offer for (graduate
and post-graduate) education
and is especially investing
and/or betting on programmes
focused on KEs (e.g.
digitalisation)

Number of (foreign)
students registered in
Berlin-based higher
education facilities
(universities, etc.) is
rising.

Higher education is
prioritised and policies
targeted at
strengthening Berlin
as an attractive
education location.

Berlin is seen as a good
place for education
(specifically in regards to
the KE) that is attractive
on an international level
(EU and further). Number
of students rising.

These trends are expected to continue in the coming years, although there are also critical
voices warning of oversimplified assumptions and hyper-positive expectations. Although it is
pretty accurate to assume Berlin would not be in the situation it is now if it had not been for
extensive help-programmes throughout its decades of relative isolation — starting with the
famous Airlift by the Western Allies (USA, GB, France) and later on with numerous subsidies
and incentives (e.g. tax-incentives, military draft exemptions for Berliners) — as well as later in
the 1990s when Berlin became the German capital again and numerous investments and
programmes were targeted towards the city.

Although it is unclear how much EU cohesion policies have contributed to Berlin’s recently
apparent success; one of the specificities of Berlin seems to be the integrative and long-term
oriented policies linking urban redevelopment programmes with economic incentives and
services. Urban redevelopment areas in Berlin are a focus of the city’s strategies (including
relocation services, R&D infrastructure and related services) to attract investments which
enhance the KE. The main hypothesis under analysis here, is that this strategy of linking urban
redevelopment projects with policies fostering KE’s can be seen as a successful, in that it has

helped Berlin establish itself as an attractive location within the EU.
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3 Profile of Berlin

After being heavily destroyed in World War Il, and subsequently divided between east and west
during the Cold War; Berlin has developed into a world city and European centre for politics
and culture since its reunification in 1990. Its economy today — based on a diverse range of
industries in science, research and high-tech (e.g. IT & electronics, pharmaceuticals and
biotech!3) as well as in the service sector (especially creative-, media, and film-industries, etc.)

—is highly dependent on the KE.

Berlin is the largest city in Germany (approx. 3.6 million inhabitants) as well as its capital. It is
the third biggest city in Europe after London and Paris. Located in the north-eastern part of
Germany, Berlin is surrounded by the Land of Brandenburg, which in combination with the
German capital makes up the Berlin-Brandenburg Metropolitan Region; yet the city itself is an
independent city state and at the same time one of the 16 Lander (states) comprising the

Federal Republic of Germany.

Its uniqueness today results from many different factors. Very decisive circumstances have
emerged from its history and resulting urban features: not only did Berlin have to be re-built
after the second world war, but also it was a divided city for almost 30 years. This cannot be
accentuated enough, as it is responsible for many characteristics which may be unique to
Berlin. An in-depth analysis of its features shows that its profile is very unique — making the
potential transferability of concepts or strategies to other cities quite difficult. The understanding
of Berlin as a metaphor for a constant ‘work in progress’ or a city that is never finished and
constantly re-defining itself has been expressed in different ways and by many authors (e.g.

Carmen-Francesca Banciu for DW 2017).

3.1 Population and migration

Berlin is growing in population size, and this is expected to continue until 203014, Although in
total numbers, the city has not grown dramatically, its crude rate of population change®® has
been positive since 2004 and rose considerably after 2008, hinting at an increased influx of
people. It also figures among five capital cities (the others being London, Madrid, Wien and
Brussels) where non-EU nationals accounted for slightly more than one in ten of the population.
Its international and diverse environment attracts large numbers of migrants: more than 14% of
its population does not have German citizenship, with people from almost every country in the

world, and almost three-fourths of them coming from other European countries (especially

13 The pharmaceuticals and biotech sectors were not a center of attention of this case study, as the other German
example (Mecklenburg Vorpommern) was specifically focused on the health industry.

14 Berlin Senate (2016)

15 The crude rate of population change is the ratio of the population change during the year to the average population
in that year. The value is expressed per 1 000 persons. Population change is the difference between the population
sizes on 1 January of two consecutive years. Source: EUROSTAT 2016
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Poland). This, in turn, hints at factors attractive to foreigners — for which they would move to

the German capital.

CRUDE RATE OF POPULATION CHANGE
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Source: Eurostat

At the same time, Berlin had the lowest average household size among EU capital cities over
the last years — with each household composed, on average, of 1.7 persons — and has the
highest share of one-person households among EU cities, with almost half (49.0%) of all
households in Berlin composed of a single person.1¢ In parallel, figures show a healthy growth
in population aged 30-34 with a tertiary education. The number has steadily increased since
2000 (from 33% to 43% in 2015), as well as the number of persons with tertiary education
(ISCED) and/or employed in science and technology (from 48% to 54% in 2015). Equally
important — and in relation to education — is the fact that in Berlin roughly 70% of the population
aged 20-24 years are students in tertiary education (ISCED 5-6). All of this suggests a growth

in existing and future KE workers.

3.2 Economy and labor market

Berlin has developed into an important metropolis in the European context since the fall of the
Berlin wall, the reunification of Germany and the expansion of the EU towards the east. Today,
Berlin possesses a dynamic, open economy, specialised in the service, technology and creative
sectors. The city prides itself on being among the largest and most diverse regions for sciencel”
— with a high concentration of internationally renowned universities and institutional research
facilities, institutions and infrastructures — as well as being an ideal location for young and
technology-oriented companies, a hotspot for founders of companies and venture capital.'®

Not only has the number of companies established in Berlin grown substantially in the last five

16 European Union (2016)
17 http://Iwww.businesslocationcenter.de/science

18 http://www.businesslocationcenter.de/en/business-location/business-location/start-up-capital
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years, but also real GDP rose (e.g. +2.7% in 2016, compared to 2015) at a faster rate than the
nationwide average. The unemployment rate has significantly dropped since the mid 2000s
(from almost 20 to under 10%), while youth unemployment (ages 15-24) has also steadily
decreased, although it is still high compared to the national level.1® Both of these statistics are
contrary to the overall EU levels, which did see a rise, especially in youth unemployment,
following the 2008 financial crisis. The change in regional employment rates showed almost
half of EU NUTS 2 regions experiencing a fall in employment rates since the economic crisis
began in 2008. Yet, despite the economic crisis, Berlin recorded one of the highest increases

in employment, with growth rates of more than 4 percentage points.?°

UNEMPLOYMENT RATES (overall)
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Source: Eurostat

YOUTH UNEMPLOYMENT RATES (15-24 years)
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19 1n 2015, the unemployment rate in the EU-28 average, as well as that of Berlin stood at 9.4 %, making it the only
German NUTS level 2 region that did not record a rate below the EU-28 average. Source: EUROSTAT 2016.

20 Europe 2020 Indicators - Employment. See: http://ec.europa.eu/eurostat/statistics-
explained/index.php/Europe_2020_indicators_-_employment
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At the same time, data suggested that the EU-28 mainly developed (in employment terms) in
and around (capital) city regions; and Berlin is no exception. For example,the city was included
in the top 20 regions with high numbers of employment within three sectors: administrative and
support service activities?!; information and communication??; as well as professional, scientific
and technical services sector?3. Also, in many European countries, R&D activity is often
focused in capital city regions. In Berlin, the total intramural R&D expenditure (GERD) as a %
of GDP in 2013 was at more than 3.5% — way above the values for Germany (2.8%) and the
EU28 (2%). Another sign of R&D efforts and potentially the role of KE’s is the number of patent
applications (per million inhabitants), a value which in Berlin varied between 150 and 220
patents per year in the last decades — compared to e.g. only between 55-80 in London or on
average around 110 in the EU28. Nevertheless, compared to the entirety of Germany (225-295

p.a.), Berlin’s values are far below other regions with higher R&D efforts.

3.3 Education and Institutional characteristics in relation to the KE and

skilled migration

In terms of the educational setting — especially related to higher education facilities — Berlin is
well equipped and an analysis of the human capital (e.g. education levels of people, number of
students enrolled in the universities) shows that it is an attractive destination for national and
international students, a fact that was also asserted by many interviewees. The city is home to
a great variety of universities and research institutions; including high profile facilities
associated with research conglomerates like the Fraunhofer-Gesellschaft (FhG), the
Wissenschaftsgemeinschaft Gottfried-Wilhelm-Leibniz (WGL), the Helmholtz-Gemeinschaft
Deutscher Forschungszentren e.V. (HGF), and the Max-Planck-Gesellschaft (MPG). Also,
Berlin has followed a strategy of internationalisation, cooperation between educational facilities
and universities and support for more and better educational settings — all through a campus
strategy (Warnecke 2010).

Berlin’s universities and research institutes are highly involved in internationalisation efforts;
their vivid participation in the major mobility programmes of the European Union (e.g.
ERASMUS, ERASMUS Mundus) being just one example and an important element of
European and international networking (which will gain in importance in the new funding period
until 2020). An additional example — more related to research than teaching — is the Technical
University of Berlin’s involvement in two "Knowledge and Innovation Communities" (KICs) of
the European Institute of Technology, the "Climate Change KIC" and the "ICT KIC". In addition

to research and teaching, the direct cooperation with the business community is particularly

21

http://ec.europa.eu/eurostat/statistics-explained/index.php/Administrative_and_support_service_statistics_-
_NACE_Rev._2

22

http://ec.europa.eu/eurostat/statistics-explained/index.php/Information_and_communication_service_statistics_-
_NACE_Rev._2
23

http://ec.europa.eu/eurostat/statistics-explained/index.php/Professional,_scientific_and_technical_activity_statistics_-
_NACE_Rev._2
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important to Berlin’s universities. These partnerships ensure the transfer of knowledge and
ensure the implementation of research results at many levels. Also, the institutions are
particularly committed to the promotion of start-ups through their respective EXIST Founder
Colleges — funded by the Federal Ministry of Economics and Energy — where students,
graduates or scientists who want to translate their learning and research results into products
and services find tailor-made support. The initiatives are e.g. the Profund - Founding Center of
Freie Universitat Berlin, the Founding service of the Humboldt-Universitéat zu Berlin, the Center
for Entrepreneurship at the Technical University of Berlin, as well as similar programmes at
other institutions like the University of Art in Berlin (UdK), the Beuth University, the University
of Applied Sciences Berlin (HTW) or the University of Economics and Law (HWR).

Table 3.1: Comparison of Berlin and London as examples for urban areas with highly competitive KE
based economies (Cluster 1)

CLUSTER 1 Compared London (UK) Berlin (DE) Average
“Highly competitive and KE-based economies” | 2004-2007 | 2012-2015 | 2004-2007 | 2012-2015 22%%[25
Labour Market and Education
NEET rate (18-24) 134 11.8 18.6 13.1 10.1
Employment rate (25-64) 73.0 76.5 65 73.9 78.5
Youth employment rate (15-24) 43.2 40.1 35.9 384 43.1
Youth Unemployment rate (15-24) 19.3 21.1 23.4 15.0 14.8
Unemployment rate (25+) 5.5 5.7 17.5 9.6 5.4
Knowledge Economy
'(I;()Dte';I intramural R&D Expenditure (GERD) as % of 0.7 0.8 39 35 31
Human resources in science and technology
(HRST, % of active population) 21 426 38.0 13.2 405
Patent Applications (per million of inhabitants) 68.2 56 215.6 164 193
% population 30-34 with tertiary education 46.4 63.1 37.9 42.6 48.6
Population and Migration Dynamics
Crude rate of natural change 9.0 9.0 -0.5 1 3.3
Crude rate of net migration 4.2 6.3 3.3 29.2 9.1
Crude rate of population change 13.2 15.3 2.8 30.1
Old-age dependency ratio n.a. 12.8 24.4 28.0 24.5

All in all, Berlin is considered to be one of the leading scientific regions in Europe. Four
universities, the Charité - Universitatsmedizin Berlin, four Fachhochschulen, three art colleges,
two denominational and more than 30 private colleges offer more than 30,000 scientists
attractive opportunities for research and teaching. There are also cooperations with the

numerous non-university research institutes based in Berlin. Berlin has more than 165,000
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students. Some 48,000 employees work in the universities.?* The universities are thus among
the most important economic factor in the region. Therefore, Berlin is an attraction for numerous
international scientists, who find attractive working conditions in the universities, either as part
of a temporary stay or permanently. The cooperation possibilities in the institutions and with
companies in the free economy are substantial, and make Berlin a lively and internationally

attractive start-up location.

2 Numbers provided by the Berlin Senate. See:
http://www.berlin.de/sen/wissenschaft/wissenschaftspolitik/
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4 Policy features affecting the performance in relation to the

KE and high skilled migration flows

Berlin officially followed, and still follows, multiple strategies to strengthen the KE as well as the
transition from more traditional fields of the economy towards more future-proof models of
economic development. These strategies included — since early on after the fall of the Wall (in
the early 2000s), then still within a strategy for a ‘Berlin-Brandenburg Region’ becoming one
state (an idea later dropped)?® — a focus on KE as an engine for economic growth and future
development. Programmes focus on developing strategies for Berlin as a location and seek to
build platforms, initiate networks, develop new support instruments, compile studies, implement
innovative projects (e.g. setting up or enabling innovation and creative labs, coworking spaces)
and facilitate investments as well as company relocations and set-up. All of this is especially

targeted towards the digital and creative economy, science and technology, etc.

Policy features are multi-layered, as Berlin it is not only Germany’s capital — which guarantees
an inter-relationship (or connection) with the central/national government and overall German
— as well as European — politics. It is also a city (i.e. municipality) as well as an independent
state (Land) within the Union (Bund) of German Lander, which gives Berlin a high level of
autonomy in different ways regarding policy, regulatory frameworks for business creation and
taxation, etc. Yet, this general setting did not change between 2000 and 2016 in relation to the
KE and migration has not changed fundamentally . This also encompasses national or
European regulations and frameworks concerning e.g. the labour market, the welfare system,
education, the justice system, immigration regulations or governance parameters relative to the

KE. Internal Berlin politics though have particularly focused on the KE sectors since the 1990s.

The city’s policy for education and research entails a clear commitment to innovation, and is
unmistakably oriented towards both European and international networks and exchange of
ideas. For example, the European Research Framework Programme — an important instrument
for promoting European cooperation in science and research — provided Berlin with grants
totaling more than 500 million euros for 1,500 projects during the funding period 2007-2013.
Meanwhile, the Horizon 2020 Research Programme (2014-2020) is the most important
instrument supporting research on urgent social challenges such as an aging society,
neurodegenerative diseases, climate change, sustainable use of raw materials or the future of
cities.

The German “Initiative for Excellence” is another important policy and funding source for the
KE in Berlin. The funding programme of the Federal Government and the L&nder was

announced in 200526, with the aim of strengthening universities by contributing to a

% JBBPD 2006

% There were a total of three application rounds, which took place in 2005, 2006 and 2011 respectively; the programme
is expected to run out in 2017. The total budget is roughly 4.6 billion Euros; regional governments have to provide 25%
co-funding for the successful applications of their universities. The share of the state of Berlin in co-financing amounts
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diversification of the German higher education landscape, and helping the German scientific
community to gain greater visibility in the international arena. Within the programme, there are

three funding lines or schemes for which universities can apply:
e Graduate schools for the promotion of young academics;
e Clusters of Excellence for the Promotion of Advanced Research;
e Future concepts based on long-term strategy and specific profiling measures.

Applications by Berlin Universities were made in close consultation with the Berlin Senate, and
were a great success: all three mayor universities — Freie Universitat (FU) Berlin, Humboldt-
Universitat (HU) zu Berlin and Technische Universitat Berlin — were able to secure funding for
either graduate schools or so called “clusters of excellence”; making Berlin the most successful
State in Germany and proving the quality and research strength of its universities. In addition,
the FU and HU Berlin were successful with their future concepts and thus belong to the

exclusive circle of “universities of excellence”.

Furthermore, only recently, the state of Berlin announced a digitalisation strategy consisting of
the establishment and financing (38.5 Million Euro in 6 years) of the “Einstein Center Digital
Future”?” — focused on digital infrastructure, methods and algorithms, digital industry and
services, digital society and humanities, as well as digital health. The strategy includes the
provision of 50 professorships with emphasis on digitalization — related to a broad variety of
disciplines that are expected to work in an interdisciplinary fashion. Research is projected to go
e.g. into the realms of Smart Housing, Smart Cities, Smart Mobility, Digital Education, the
Internet of Things (loT), wearable technology, bioinformatics, and much more. Besides Berlin’s
Universities, a dozen different research institutes. including, for example, the Berlin Institute of
Health, Fraunhofer FOKUS, Heinrich-Hertz-Institut, the German Aerospace Center (DLR), or
the Konrad-Zuse-Center for information technologies and more than twenty private companies
(including heavy-weight ICT related firms like Intel, SAP, German Telekom, etc.) will be
involved in this effort. Finally, also recently, Berlin is trying to actively attract companies and
talent from Great-Britain, as the uncertainty after the Brexit referendum increased and start-ups
and tech-firms, for example, from London might be looking for alternatives and considering

moving to mainland Europe, e.g. to Frankfurt am Main or Berlin (DW 2016a and 2016b).

All in all, the attractiveness of Berlin’s scientific landscape is evolving and is increasingly
offering professional development opportunities in a variety of fields related to the KE. Indeed,
Berlin builds on its reputation as an attractive city and tries to broaden offers for KE
professionals and related fields. Moreover, with its highly-attractive offer for (graduate and post-

graduate) education, the city is especially investing and/or betting on education programmes

to around 80 milion euros over the entire funding period. For more information, see:
http://www.dfg.de/foerderung/programmeme/exzellenzinitiative/

z See: http://www.digital-future.berlin/the-einstein-center-digital-future/ and
http://lwww.berlin.de/sen/wissenschaft/wissenschaftspolitik/digitale-hauptstadt/
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focused on KE and related fields and/or topics (e.g. digitalisation). This way Berlin has been
able to not only attract firms and start-ups, but also KE workers seeking career and professional
development opportunites (i.e. not only a job) as well as national and international students
(from the EU and beyond); i.e. the KE workers of the future that will eventually stay in the city
and one day contribute to Berlin’s success story.
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5 Testing the evidence: main results achieved and

shortcomings

On top of the policies mentioned above, Berlin’s strategies and policy towards encouraging and
fostering KE’s — followed by the former, as well as the current government — are closely linked
to urban redevelopment projects.?® Such projects have accompanied Berlin all the way since
the fall of the Wall, as many areas once constituting a closed off military zone — stretching
through the very centre of the city — became prime locations for urban development, real-estate
investments and thriving sub-cultures that use these locations as “spaces of opportunity”. While
in the 1990s construction focused more on closing the gaps within the urban fabric of Berlin
central locations along the separation line, other other opportunities emerged and potential
redevelopment was planned in relation the closure of big infrastructures and existing
brownfields; for example, the centrally located Tempelhof airport?® (>380ha, closed in 2008)

and the area surrounding today’s “Gleisdreieck”3 park (>30ha).

Today, there are several urban redevelopment projects that specifically target the KE and form
a significant part of Berlin’s future economic strategy. Based on a 2013 “Berlin Today: Status
Report”, the city has put forward the Urban Development Concept Berlin 2030, and has
introduced “Projekt Zukunft’3! — the initiative of Berlin’s Senate Department for Economics,
Energy and Public Enterprises to support the growth areas of information and communication
technology, media and creative economy. The city is also making efforts to push “Technology
sites and other sites of the future in Berlin”.32 These sites are (smaller) technology parks with
business incubators, as well as (bigger) urban development areas like the future Tegel airport
“Berlin TXL"33, or the “Science and Technology Park Berlin-Adlershof” (another former airport).
The latter might be seen as special strategies for development through urban regeneration.
Both are examples of technology parks combining the re-use of urban areas with policies aimed
at establishing KE hubs with a clear focus on science and technology, R&D, education, and
related sectors. In addition, both projects are related to smart city concepts and sustainability

focused or “green” industries.

28 See, for example.: OECD (2003)

2 The area of the former Tempelhof Airport was supposed to be opened for construction in 2014; yet Berlin's citizens
decided to keep using the field as a public park through a referendum — organized by the “Birgerinitiative 100 %
Tempelhofer Feld”, stopping further development and change in the built environment.

30 The area south of Berlin’s city centre was rail-brownfields of the former goods stations and railway tracks of
Potsdamer, Anhalter and Dresdner Bahnhof — all closed after the Second World War or subsequently during the Cold
War and not touched until 1990.

31 http://www.berlin.de/projektzukunft/en
%2 See also SWTF (2013)

3 Berlin’s largest industrial park is the CleanTech Business Park Marzahn; smaller but similar projects include:
EUREF-Campus, Campus Berlin-Buch, Tempelhof Airport, Berlin's Southwest, CITY WEST, Schdneweide,
Technology Park Humboldthain, Wuhlheide Innovation Park, Clean Tech Business Park. See:
http://www.businesslocationcenter.de/en/zukunftsorte
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Figure 5.1: Website of the Berlin TXL Project promoting the future vision of a science and technology park
specialised in urban technology (to be established after the Tegel Airport is closed).

Source: Berlin Senate, See: http://www.berlintxl.de

Berlin TXL which is an effort to recycle the almost 500ha area of Tegel Airport (TXL) —expected
to close once Berlin new airport (BER) opens — includes the development of a new city quarter
and a mixed use neighbourhood called “Schumacher Quartier’34 as well as the development of
“The Urban Tech Republic — Berlin TXL"3® within the premises of the terminal building and
adjacent airport infrastructures and areas. The concept foresees a research and industrial park
(including commercial use and a higher education campus) focused on the design and
production of urban technologies. Berlin TXL — although still awaiting an official start-date — is
being promoted by the city as a future place “for founders, students, investors, industrialists,
and researchers to meet and develop the cities of tomorrow.”3¢ Once completed, the area is
projected to host more than 17,000 employees daily and substantially contribute to the city’s
tax revenues.3” However, at present, activities are more or less frozen and have not progressed
further than the planning phase as Berlin is still on a hold, waiting for its new airport terminal
and BER-International Airport to finally open its doors, after more than six years’ delay and

large financial losses.38

34 See: http://www.schumacher-quartier.de

3 See: http://www.berlintxl.de/en/press/detail/berlin-txI-the-urban-tech-republic.html

3 See: http://www.berlintxl.de/en/about-berlin-txl.html

87 According to estimates, over €150 million p.a. — See: http://www.berlintxl.de/en/about-berlin-txl.html

38 Berlin-Brandenburg Airport (BER) was intended to become the single commercial airport serving Berlin and the
surrounding state of Brandenburg — which, at the same time, would have meant the closing of Tegel Airport (TXL) and
the re-use and redevelopment of the area. The BER opening was scheduled for October 2011; yet, the terminal building
has been under construction ever since due to various complications in project planning and execution as well as a
series of delays and cost overruns due to poor management, and corruption cases. Currently, BER is not estimated to
open before 2019, although estimates vary.
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Figure 5.2 Visualization of Berlin TXL project proposal. In the back one can appreciate the airport run
field.

Source: Berlin Business Location Center -  OTegel Projekt GmbH. See:
http://www.businesslocationcenter.de/txI|

Meanwhile, Adlershof3® — and its integrated urban planning concept — is moving forward (see
figures 5.3, 5.4, 5.5). A former aviation site, it is now being developed into a science and media
hub — including housing for approximately 17,000 inhabitants and projected to offer employment
and study opportunities to more than 20,000 people. Moreover, the WISTA Science and
Technology Park — considered to be the largest (> 4km?) facility of its kind in Germany — is

intended to facilitate company relocation, and is today home to more than 1,000 companies.

The site used to host the East German Academy of Science (with different scientific institutes
and R&D facilities, especially working in the fields of physics and chemistry) operating in close
connection with the industry. The Academy was closed after the German reunification and the
research facilities were subjected to a extensive evaluation process by the German Council of
Science and Humanities. Some institutes were kept and continued their activity under the
responsibility of other bodies, while hundreds of new companies were funded on that location.
This site conversion was mainly financed by Berlin and the Federal Republic of Germany
through the “Adlershof Development Society” (EGA), from which WISTA-Management GmbH
emerged — which now manages the park, helps developing companies (partly like a business
incubator), and provides acceleration for startups in special technology fields. The goal was
(and still is) to create synergies between science and industry, and to encourage innovative
businesses to settle there; with the total investment in the 1990s estimated at more than 300
million Euros. Modern specialized centers — for example, the “Innovation and Business
Incubation Centre” (IGZ) — were established; and additionally, further knowledge oriented
institutions and facilities were moved or (re-)located there: the Humboldt University of Berlin
(HU Berlin), for example, decided to relocate six natural science departments to Adlershof. The
new HU Berlin campus is expected to foster cooperation and networking between public and

private research institutions on one hand, and high-tech companies on the other.

3 See: http://www.adlershof.de/en/
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Figure 5.3: Website of the Adlershof Science & Technology Park
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Source: Berlin Senate, see: http://www.adlershof.de/en/

Figure 5.4: Aerial view of Adlershof (Science Park on the left)

Source: Berlin enate, see: hp://.adlershf.de/én/the-ldctin/overview/'

Both Berlin TXL and Adlershof are seen as potentially innovative projects and urban
development masterplans that can drive positive development in the coming decades;
especially, when it comes to R&D, the relocation of start-ups and companies in the KE’s, as

well as the attraction of young professionals to Berlin.
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Figure 5.5: Overview-Map Adlershof and WISTA Innovation Hubs across Berlin (small map).

THE WISTA INNOVATION HUBS

Sources: Berlin Senate. See: http://www.adlershof.de/en/ and https://www.berlin.de/ba-treptow-
koepenick/politik-und-verwaltung/service-und-organisationseinheiten/sozialraumorientierte-
planungskoordination/artikel.101947.php
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6 Conclusion and lessons learnt for EU Cohesion Policy

In terms of cohesion policy and EU funding, it is difficult for experts to tell how much this has
specifically contributed to Berlin’s success. First, because Berlin received — and still receives
— all sorts of funding (EU, National/German, regional). As a result, it is difficult to disentangle
the specific impact of EU funds. Moreover, because the policies that are really seen as having
an impact, for example, on the creative economy (as an example within the KE) are more local
policies and involve the re-use of existing spaces and potential. Often , the general “creative
potential” of Berlin and its DY attitude are named as more important to its success story, than

any policy and/or funding (although the monies obviously play a role).

Interviewees from non-European backgrounds (e.g., Turkey, Ghana) working in the KE in Berlin
emphasised the good conditions in Berlin (for example, in terms of employment opportunities,
cost of living compared to other European metropolises, or the welcoming culture of the city
and its inhabitants); yet, they also pointed out difficulties and factors they struggled with while
living and working there which Berlin could address. Two main issues — mentioned almost
unanimously — were (i) a perceived housing shortage (for example, due to rising rents in certain
neighbourhoods, or general difficulties in housing availability for migrants with unclear legal
status or other bureaucratic hurdles); (ii) the language (German) and the associated barriers
for high-skilled labour moving to Berlin — at least when compared to, for example, London,
where English is the common working language. Meanwhile, the most critical point mentioned
concerning the future of Berlin — and the question if its success story is going to continue (or
not, or in a different direction) — had to do with rising costs (housing and living expenses) and

a perceived shrinking in “spaces of opportunity”.

Although bureaucratic processes upon arrival (e.g. residency or work-permits) were mostly
regarded as quick and unproblematic — most interviewees had relatively good experiences with
the provision of a smooth service by the authorities — there were suggestions on improving or
making certain aspects of living and working in Berlin more flexible. KE workers from abroad
are sometimes left in limbo, for example, when fearing that a work visa extension will not be
granted while waiting for a new job or contract (especially considering the often usual short-
term contracts in academia and R&D). Uncertainties like these makes it difficult for one to plan
for and necessitate a high degree of flexibility and will to stay. As a result, it was suggested that
policies and strategies allowing for more opportunities to, for example, bridge contracts or grant
extended residency rights to highly skilled KE workers looking for opportunities to stay in Berlin

could help overcome some of the above mentioned problems.

Migrants with European backgrounds, meanwhile, are obviously free to stay and look for
opportunities in Berlin for longer (unrestricted) periods of time thanks to the freedom of
movement for workers within the EU. Yet, aside of this legal advantage, the arguments and
parameters discussed by interviewees from the EU28 were similar (if not the same) to those

already mentioned: Berlin is attractive due to the good conditions the city offers. Recently
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though, these factors are under threat as housing prices are rising and have peaked
dramatically in the last decade — both rents and house prices. Gentrification and the
financialization of the real estate market have been connected to various factors, yet,
independently of its reasons, rising costs and the increasing shortage of housing might have

adverse effects on the Berlin’s attraction factors and its ability to draw peoplethere.

Experts meanwhile also asses that brownfields (e.g. old military areas in the city centre,
airports, rail brownfields,) are shrinking constantly on a city-wide scale, and see rising rents and
prizes (e.g. living expenses), as well as a growing dependency on risk capital (at least in the
start-up and entrepreneurial scene) as problematic. These trends are expected to continue; yet
experts are divided whether this will have negative effects on Berlin (or not). Meanwhile, in
terms of employment dynamics and the attraction of people interested in working in the KE (or
associated) the attractiveness of Berlin is not seen as being at risk or changing in any way. To
the contrary: the appeal of the city (the famous “poor but sexy” — paraphrasing the city’s former
mayor Klaus Wowereit) seems unaffected — especially among young people coming for studies
at one of the many academic institutions as well as KE workers looking for employment in R&D,
the service-sector as well as in the steadily growing art-, media-, culture- and start-up

economies.

In the meantime, city and regional policies and urban redevelopment efforts targeting the
attraction of R&D facilities, (new) technology companies — specifically in the urban technology
sector (energy, mobility, digitalisation, etc.) — as well as international capital (financialand
human) are trying to build upon past successes; yet, at the same time, they involve clear goals
and strategic milestones on the way to a KE based future in which science, technology, (higher)
education and knowledge production play the main role. Moreover, Berlin has used — and still
uses — branding to portray itself as the new capital of Germany, a cool place yet to become
(Colomb 2012) and, recently, a major hotspot for the start-ups in the tech industry (“Silicon
Alley”). Not only did its former mayor, Klaus Wowereit (2001-2014), coin the already mentioned
phrase for the city to be “poor but sexy”, but also eventually contributed to Berlin’s image as an
open and diverse city with its own public coming out ("I'm gay, and that's a good thing.").
Meanwhile, with the BeBerlin campaign (www.sei.berlin.de), the city promotes itself following a
clear strategy to strengthen its positive image, promote the city on a national and international
level as a great place to live — open to other cultures and languages. Emphasis is, also, put on
depicting Berlin as "Digital Capital", “Brain City"*° and “the place to be” for future industries.**
In a similar way, urban redevelopment projects specifically targeted at the KE are promoted
and branded accordingly: for example, Adlershof is promoted as leading science and

1115

technology park, or Berlin TXL as the ““The Urban Tech Republic”.

40 See: http://braincity.berlin-sciences.com/en/the-campaign/

4 See: https://lwww.youtube.com/watch?v=rBDLzyGdsml)
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To sum up: Berlin will probably continue its success story as an important Metropolis in central
Europe — as well as a KE hotspot. The years since the establishment of the EU, the reunification
of Germany (and the subsequent move of the government from Bonn to Berlin), as well as the
recent spike in international investments, mushrooming start-ups and the variety and multiplicity
offered in this city (from the world known party and bohemian scene to cultural events — for
example, related to the film industry) has helped Berlin grow and flourish over the past decades.
Yet, and due to occasionally occurring crises and potential conflict (for example, the Eurozone
crisis, the refugee crisis since 2015, Brexit), it is still to be seen if Berlin will be able to — again

— use its creative potential, human/social capital and existing strengths to further thrive.
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Economic Dynamics IRS Erkner &

Prof. Dr. Suntje Schmidt Expert Humboldt-University Berlin

KE worker recently

- Anonymized - moved and employed R&D Institute (undisclosed)
in Berlin from Non-

EU28 background

KE worker recently

- Anonymized - moved and employed R&D Institute (undisclosed)
in Berlin from Non-

EU28 background

KE worker / senior

- Anonymized - researcher from a Independent / Self employed
EU28 country
. Interviews from TUB Various (e.g. on creative economies,
Various Student works 201742 science & technology, migration)

42 Various actors in Berlin's KE were interviewed for the Seminar “Global Processes & Urban Transformation” with Prof.
Dr. Felicitas Hillmann (TU Berlin, Winter-Term 2016/17).
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https://qz.com/753244/berlin-is-the-only-capital-city-in-europe-that-is-a-drag-on-its-countrys-economy/
https://qz.com/753244/berlin-is-the-only-capital-city-in-europe-that-is-a-drag-on-its-countrys-economy/
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