A Future for
Lusatia

A Structural Change Plan for
the Lusatia Coal-Mining Region

IMPULSE

AQora

Energiewende



https://www.agora-energiewende.de/de/

A Future for Lusatia

ABOUT

IMPULSE REPORT

A Future for Lusatia

A Structural Change Plan for the Lusatia
Coal-Mining Region
PRODUCED BY

Agora Energiewende
Anna-Louisa-Karsch-Strale 2
10178 Berlin, Germany

T +49 (0)30 700 14 35-000

F +49 (0)30 700 14 35-129
www.agora-energiewende.de
info@agora-energiewende.de
PROJECT LEADS

Dr. Patrick Graichen

Dr. Gerd Rosenkranz

gerd.rosenkranz@agora-energiewende.de

Cover image: istock/hxdyl

132/03-1-2018/EN
Published: April 2018

Please cite as:

Agora Energiewende (2018): A Future for Lusatia:
A Structural Change Plan for the Lusatia Coal-
Mining Region.

www.agora-energiewende.de



http://www.agora-energiewende.de

Preface

Dear readers,

In Germany's most recent legislative session, the
future of coal-fired energy generation was the
subject of frequent and vigorous debate. All par-

ties were nonetheless unanimous that the regions
most affected by structural change in the lignite coal
industry should not be left to fend for themselves.

Agora Energiewende made a key contribution to the
debate through the publication of its Eleven Principles
for a Consensus on Coal. One of these principles called
for the establishment of a structural change fund at
the federal level to assist the affected lignite mining
regions. The present paper fleshes out this proposal,
taking the Lusatia region as an example.

The proposal resulted from intensive discussions
with Lusatia-based stakeholders from the spheres

of business, academia, politics and civil society. The
aim of these discussions was to bring together a wide
range of ideas and initiatives from the region, in order

Key findings at a glance:

to formulate a concrete proposal that would accom-
modate a broad spectrum of interests.

What is ultimately at stake here is the structural devel-
opment of the Lusatia region for the 21st century. The
key elements of this development include an innova-
tive economy, a prominent place in Germany's energy
transition, up-to-date infrastructure, and a cultural
sphere that encourages people to remain in or return
to the region. Such a development process of course
works best when a region can shape its own future,
rather than having decisions made for it elsewhere.

Our proposal seeks to drive forward a debate that has
already been underway for some time in the region,
and that now urgently needs to bear fruit. We look
forward to hearing your responses and suggestions,
so that we can reach the best decisions as soon as
possible. We hope you enjoy the paper.

Yours truly,
Patrick Graichen
Director, Agora Energiewende

From 2019, a “Lusatia Structural Change Fund” should be established within Germany’s federal budget.
The aim of the fund would be to strengthen the region’s economic attractiveness and its desirability as a
1 place to live. It should help to: preserve the region’s industrial character, strengthen innovation among its
businesses, support its academic institutions, equip it with an up-to-date transport network and digital
infrastructure, and foster a lively civil society that retains local residents while also attracting new ones.

The Lusatia Fund should be endowed with 100 million euros per year for 15 years, to be divided equally

between four key pillars: business development, academia, infrastructure, and civil society. In each of
2 these areas, it should be possible to use the available funds in a flexible manner (i.e. to shift funding

between areas), and funds that are not withdrawn should not expire (i.e. funding should be transferable

to subsequent years).

Regional stakeholders from the spheres of business, academia, politics, and civil society should play a
key role in awarding of funds. The federal government should only play @ monitoring and coordinating
3 role, as part of a steering committee; decisions on funding priorities should be made by stakeholders from

the region.

The funds assigned to the civil society pillar should be administered by a new “Lusatia Future Founda-
tion.” Raising the attractiveness of a region means more than just promoting its economy, academic insti-
4 tutions and infrastructure. Ultimately, the vibrancy of a place depends on art, culture, lived traditions and
the quality of civil society. These factors require ongoing support, which can be guaranteed in the short
term through the Structural Change Fund and in the long term through developing a foundation with a

strong endowment.
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Summary

Agora Energiewende’s “Lusatia Structural

Change Fund”: The Key Data

- Total funding: 100 million euros per year

- Duration: 15 years (2019-2034), with the option of
extending the project for a further 5 years in mod-
ified form.

- Coordinating committee: to take the form of a 12-
member "standing committee,’ based in the region.
The committee members will be drawn from the fed-
eral government (2 members), the state governments
of Brandenburg (1 member) and Saxony (1 member)
and the four regional "pillars” (8 members).

- Four sectoral pillars, each of which is to receive
25 per cent of the total funding. Funds that are not
withdrawn will remain available for use in subse-
quent years, and funds will be transferable between
different pillars.

« Pillar 1 - business development. Maintaining
Lusatia as an economic powerhouse and energy-
focussed region (installing one gigawatt of renewa-
ble capacity for every gigawatt of decommissioned

lignite-based capacity) and promoting innovation
(particularly in new energy and CO, technologies).
The aim: to develop economic structures that are no
longer dependent on lignite.

Pillar 2 - promoting academia and research. Bol-
stering universities and research institutions in the
region, in part by founding a Fraunhofer Institute
for the Decarbonisation of Industry. The aim: to put
Lusatia squarely on the map as a research centre.
Pillar 3 - developing and modernising the munic-
ipal and regional infrastructure. Improving the
area's transport infrastructure (including the
Berlin-Cottbus and Gorlitz-Dresden rail links) and
rolling out high-speed internet. The aim: to ensure
the region has the most up-to-date infrastructure
possible.

Pillar 4 — The Lusatia Future Foundation. Support-
ing a wide range of civil society initiatives in the
region, particularly in the areas of art, culture, local
traditions, and social modernisation. The aim: to
raise the area's attractiveness.

Four Pillar Model for the Lausitz Structural Change Fund Figure S1

Lausitz Structural Change Fund
100 million euros annually,
15 year funding period (2019-2034) with option for five year extension

Coordinating committee will be based in the region and composed of 12 members: 2 federal representatives,
2 representatives from the states Brandenburg and Saxony (1 each), and 2 representatives from each funding pillar.

Business
development

Academia and
research
Bolstering the economy
of the region as a
centre for industry and
the energy sector

Making knowledge
a driver of future
prosperity

25 million euros p.a.* 25 million euros p.a.*

Authors’ figure

Municipal and
regional
infrastructure Civil society
Establishing a
Lausitz Future
Foundation

Developing
21st century
infrastructure

25 million euros p.a.* 25 million euros p.a.*

* Unused funding should be transferable to subsequent years and funding should also be transferable between pillars.
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1. Introduction: For a Just Energy Transition

The goal of Germany's Energiewende, or energy
transition, is to develop a climate friendly, econom-
ically viable and reliable energy system. Numerous
studies have shown that phasing out coal is essential
to this transition.! Indeed, without abandoning coal,
Germany cannot meet its national climate targets for
reducing GHG emissions: In relation to 1990 levels,
Germany hopes to achieve a 40 per cent reduction by
2020 and a 80 to 95 per cent by 2050.

What is equally important for the medium and long-
term success of the energy transition, however, is
that it should be conducted equitably across the
board. And this means distributing the benefits and
burdens of this social revolution as equally as pos-
sible, so that all sectors of society play their part in
realising it.2 Nevertheless, if the energy transition is
to be truly "just’, the decarbonisation of the energy
industry will need to be accompanied by proactive
support for regions whose economies are currently
built upon fossil-fuel technologies. Such areas must
be helped to generate new economic models.

Particular solidarity is owed to Germany's coal-min-
ing regions, which for many decades formed the
backbone of Germany's economic development. In
these regions, the coal industry once employed more
than a million people. With hard coal mining in

1  The only way of combining continued coal usage with cli-
mate protection measures would be by using carbon cap-
ture and storage (CCS) technology. Though CCS has been
discussed in connection with coal-fired power stations in
Germany, it has not become commercially viable. In light
of its high costs and lack of public acceptance, it would
seem to have no real future here.

2 The Climate Action Plan 2050 adopted by Germany's fed-
eral government in 2016 contains distinct sectoral climate
targets (for 2030) for the energy industry, construction,
transport, industry, agriculture, and "other.

Germany soon to become a thing of the past,® the most
important "energy transition hotspots” will be the
Rhenish and central German lignite-mining regions
and Lusatia. For over a hundred years, these three
regions have helped to ensure a reliable supply of
energy in Germany.

Accordingly, when we published our Eleven Prin-
ciples for a Consensus on Coal* in 2016 (the first
comprehensive plan for the gradual decarbonisa-
tion of the German energy sector), we particularly
emphasised the consequences of a coal phase-out for
these regions. In light of Germany's ambitious climate
protection targets, we recommended that no new
open-pit mines should be developed and that no more
communities should be relocated (Principle 6). Fur-
thermore, we offered a proposal to fund the follow-up
costs of lignite mining even during its stepwise
phase-out period (Principle 7). Above all, however,
we stressed the importance of ensuring the future
prosperity of the affected regions by actively shaping
structural change via a dedicated, federally financed
fund (Principle 8):

We believe a "Structural Change Fund for Lignite
Regions" should be created within the federal budget
and outfitted with 250 million euros annually over
the entire transformation period. Funding should be
allocated to each region based on the number of jobs
impacted in each respective lignite mining area.

Since the publication of our Eleven Principles, the
debate on the gradual decarbonisation of the energy
sector, not to mention the concrete progress of the

3 Thelast two of what were once 180 German hard coal
mines will be closed in 2018. Germany has been abandon-
ing hard coal mining since the 1960s for economic reasons
that are unconnected with the energy transition.

4 Agora Energiewende (2016a)
5  Agora Energiewende (2016a), p. 43
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energy transition, has gathered pace both nationally
and internationally. There is now increasing aware-
ness of the need to proactively manage structural
change as soon as possible, rather than a few years
down the line. Furthermore, it is evident that deci-
sive steps toward decarbonisation are essential if
Germany is to meet its short, medium and long-term
climate targets. Add to this the increasing pace of cli-
mate change globally, and the need for urgent action
isclear.

Alongside national policy efforts, many ideas, initi-
atives and plans for a post-coal future are also being
developed in the lignite-mining regions themselves.
These ideas and proposals form the basis of the pres-
ent paper. In our view, structural change must be led
by the mining regions themselves, with the support
of society as a whole (as represented by the federal
government and parliament).

Germany's three remaining lignite-mining regions
will not all be equally affected by the gradual decar-
bonisation process. In our Eleven Principles, we
proposed that the levels of funding allocated to each
region should be tied to the economic impact of an
early coal phase-out, and thus to the number of
lignite-related jobs that would ultimately be lost as
aresult. Here it is ultimately a question of minimis-
ing real reductions in prosperity across the three
regions.

The present paper fleshes out our call for a just
transition in Lusatia. Lusatia is a prime example of
aregion that is dominated by mining and energy
generation, while having little connection to the
surrounding metropolitan areas. Though its indus-
trial base has diversified, the electricity generated in
Lusatia's lignite-fired plants remains its most impor-
tant export, even after the collapse of the former East
German lignite chemical industry. This electricity is
distributed via a transmission grid that has been built

6  Cf. Agora Energiewende (2017a); Agora Energiewende
(2017D)

up over decades. On the whole, Lusatia will be more
heavily impacted by the shift to clean energy than
the central German and Rhenish mining regions. The
former benefits from its proximity to Leipzig, a city
experiencing significant growth, while the latter is
located in one of Germany and Europe's most highly
developed, industrialised, and academically signif-
icant regions, which enjoys a diverse employment
market.

In Lusatia, then, implementing successful structural
change or conversion cannot simply mean reliance
on the region's existing infrastructure following a
decline in coal-based energy production. Rather, it
will mean developing the region's infrastructure and
adapting it to the future needs of a modern, diversi-
fied, and nationally connected region. In this respect,
Lusatia is highly representative of coal-mining
regions in Eastern and Southern Europe too, where
similar structural shifts are expected to take place at a
slightly later date.

In Europe and beyond, keen interest is therefore
being paid not just to the energy transition as a
whole, but also to Germany's approach to managing
change in the regions most affected by it. The task
of developing strategies for a just transition that
accompanies the deployment of new energy tech-
nologies is of great interest not only to federal poli-
cymakers, but to impacted regions as well

The overarching aim is nothing less than demon-
strating how to achieve a broad-based structural shift
while harnessing and improving ideas and initiatives
that were only partially successful in the 20" cen-
tury. In this connection, it is crucial that innovative
structural policies are perceived as real opportunities
within the region, as key stakeholders will otherwise

7  This question has also been discussed by the EU
Commission, which in connection with its Clean Energy
for All Europeans package offered in December 2016 to
jointly develop strategies for structural change with its
member states ("supporting a just transition in high carbon
regions”).
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cling to a business-as-usual approach, and thus to
lignite-based economies.

On the basis of the number of jobs estimated to be lost
as a result of the stepwise transformation process,

we have allocated around two-fifths of the proposed
Structural Change Fund's 250 million euros to the
Lusatia region, i.e. around 100 million euros per year.
The present paper calls upon the federal government
to make such funding available to the region and
offers a range of proposals to ensure it is implemented
as efficiently as possible.

Lausitz Districts in the States of Brandenburg and Saxony

Authors’ figure

Figure 1

Dahme-Spreewald

Oberspreewald-Lausitz || Cottbuss
v %
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2. Time is Running Out: Why Support for Structural
Change in Lusatia is Needed Now

2.1. Coming to Terms with the Past

In our view, it is crucial that efforts to support Lusatia
at the European, federal, and state levels set out from
the local population's relation to the area's changing
mining history. The burden of this history continues
to influence the mood of the region, which is divided
between the states of Brandenburg and Saxony. The
very notion of “structural change” is often regarded
as an euphemism in the former East Germany, since
in the past such change was often experienced as a
catastrophic structural rift. As the Berlin Wall fell, for
example, around 80,000 people were employed in
Lusatia's lignite industry. By 2000, this number had
fallen by over 90 per cent to 7,000.8

The immediate consequence of the structural collapse
of the early 1990s was a sharp rise in unemploy-
ment, which in some districts exceeded 20 per cent.’
This was followed by the departure of many young,
working-age people from the area, with all the asso-
ciated negative economic and social consequences.
The demographic echoes of this migration can still be
felt today, and serve to counterbalance the otherwise
encouraging drop in regional unemployment.*® All of
this means that the collective psychological wounds
inflicted during the early 1990s have only partially
healed. The local population has been left with a
deep-seated mistrust of established political parties,
and particularly of federal policy announcements.!

8  Oko-Institut (2017), pp. 83 ff.
9  Markwardt et al. (2016)
10 Zundel, S. (2017)

11 Onthe whole, this suspicion is widespread in the former
East Germany In Lusatia it has been reflected by the elec-
tion of a number of mayors without any national party
affiliations.

Scepticism toward such interventions in the local
energy industry is also fuelled by a sense of pride in
the area’s historical achievements and its past ability
to punch above its weight. Today, like hard coal in

the former West Germany, lignite in the former GDR
is far more than just a commodity; it is an essential
element of the area’s identity. Without these domestic
mining regions, both the early industrialisation of the
19% century and the nationwide electrification of the

early 20% century would have been impossible.?

In the former GDR, lignite was the only domes-

tic energy source available in large quantities, and
ensured the country's economic survival until 1989.
For decades, workers in the lignite industry in the
Lusatia and central German coalfields provided fuel
not just for the electricity sector but also for the heat-
ing sector and chemical industry. In fact, it was only
in 1985 that the quantity of raw GDR lignite used for
electricity generation exceeded that of the lignite
destined for "refinement, which generally meant the
production of briquettes for the domestic and indus-
trial heating sectors.” In the 1970s, lignite accounted
for three quarters of all primary energy source usage
in the GDR. At the end of the 1980s, it still accounted
for two thirds of all usage.

Furthermore, the significance of lignite in terms of
output levels and large power station input levels
remained almost unchanged in the former West Ger-
many after the fall of the Wall. By contrast, the mining
industry in the former GDR dramatically collapsed,
with lignite usage becoming increasingly restricted to
electricity generation, as it had been in the West for
some time. This too was regarded as an injustice in
the Lusatia region.

12 Agora Energiewende (2016a), pp. 15 ff.
13 Oko-Institut (2017), pp. 23 ff.

1l
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Lignite Production (left) and Employment in Lignite Mining (right), 1990-2014/6

500

400

300

[1,000 tonnes]

200

100

0
1960 1990 2016

B WestGermany [ East Germany

Oko-Institut (2017)

2.2. The Lignite Phase-0ut as a Regional
Problem

Today, the lignite industry accounts for only 0.045
per cent of all employees in Germany (and for 0.2 per
cent of employees in the manufacturing industry).**
At the same time, lignite-based energy still accounts
for around 23 per cent of gross national electricity
generation.’ Just over a tenth of all electricity gener-
ated in Germany is produced in lignite-fired power
stations in Lusatia. Lignite-based electricity gener-
ation in the three coal-mining regions nonetheless
accounts for 50 per cent of the electricity sector'’s
overall climate impact.’® Emissions from lignite-fired
power plants alone are similar to those of Germany's
entire transport sector. On the one hand, then, the

14 Oko-Institut (2017), pp. 83 ff.
15 AG Energiebilanzen (2017)
16 Umweltbundesamt (2017)

Figure 2
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economic significance of lignite-based energy gen-
eration is relatively low. On the other, it is now clear
that it will be impossible to meet Germany's medi-
um-to-long-term climate protection targets without
speeding up the lignite phase-out. In order to meet
the medium-term target of a 55 per cent reduction

in greenhouse gas emissions against 1990 levels by
2030, lignite-based energy generation will need to be
halved over the next 13 years.”

Despite the lignite industry's marginal contribution to
the economy and employment as a whole, it nonethe-
less retains an important place in the lignite mining
regions themselves. This is why, despite considerable
differences in their details,'® numerous studies on

the significance of the lignite industry and its grad-
ual phase-out in the years and decades ahead have

17 Agora Energiewende (2017a)

18 See the compilation in Oko-Institut (2017),
pp. 86 ff.

12
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all come to the same conclusion: In order to counter
reductions in prosperity in the affected regions, it

is essential to conduct this phase-out in a gradual
and proactive fashion while also providing sufficient
financial resources. In doing so, the overarching aim
will be to ensure that any economic decline resulting
from the lignite phase-out is offset by corresponding
economic gains in other areas. Yet we should not lose
sight of the fact that, in geographical terms, we are
dealing here with a narrowly circumscribed trans-
formation process that an economically prosperous
country like Germany is quite capable of managing.

In Lusatia itself, the coal phase-out and associated
structural change is in fact already underway, as is
evident from the following recent developments:

- Since 2002, the number of people directly

employed in the energy industry across Germany
(including the Lusatia region) has fallen by 20

per cent, despite a small rise in energy generat-
ing capacity in the same period and an increase in
lignite extraction. Efficiency drives resulting from
declining profit margins in the energy genera-
tion sector have therefore already had an effect on
regional employment figures.'®

- The federal government's 2015 decision to estab-

lish a lignite-based reserve generating capacity
will result in the decommissioning of 2.7 GW of
lignite-based capacity across the country in 2018-
19. This will include blocks E and F of the Jan-
schwalde power plant, each of which has a capacity
of around 500 MW.

19 Oko-Institut (2017), pp. 83ff.

Lignite Consumption by Type, 1960-2015 Figure 3
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Note: From 1995 onward separate energy data are no longer available for East and West Germany. To create this figure we thus estimated

lignite usage in 2000, 2010 and 2015 on the basis of available data.

Source: Oko-Institut (2017) on the basis of coal industry statistics.

13



Ag

ora Energiewende | A Future for Lausitz

>

In 2016, the state-owned Swedish energy company
Vattenfall sold the German arm of its lignite busi-
ness to the Czech companies EPH and PPF Invest-
ments. The sale, which was motivated by business
and environmental concerns, sent the clearest sig-
nal yet that the energy industry sees the writing

on the wall for lignite-based energy generation in
Germany.2°

- At the end of March 2017, Vattenfall's successor

-

companies, Lusatia Energie Bergbau AG and Lusa-
tia Energie Kraftwerke AG (LEAG), published a plan
for the region which made clear that the new own-
ers only envisioned a limited future for the Lusatia
coalfield.®

Germany's Climate Action Plan 2050 , which was
adopted by the federal government in Novem-

ber 2016, provides for a 50 per cent reduction in

-S>

CO, emissions by 2030. Exactly how this is to be
achieved is to be negotiated by a committee for
growth, structural change and regional develop-
ment, which is due to present its conclusions in
2018.%2

Finally, in June 2017 the state governments of
Brandenburg and Saxony published a white paper
entitled Gemeinsam fiir die Zukunft der Industriere-

gion Lusatia (“Together for the Future of the Lusatia

Industrial Region”). The paper observes that glo-

balisation, international competition and environ-

mental policies have all exerted an influence on

the economic life of the region and “serve to hasten

structural change” within it.2

20

21
22

23

Vattenfall even had to pay more then a billion euros to dis-
pose of its lignite business; see Manager-Magazin
(16th April 2016).

LEAG (2017)

Bundesministerium fir Umwelt, Naturschutz, Bau und
Reaktorsicherheit (2016)

Landesregierungen Brandenburg und Sachsen (2017)

The joint cabinet meeting that the two regional gov-
ernments held in Lusatia sent a clear signal that has
been heard in the region itself. Many stakeholders in
Lusatia are now preparing for a future with continu-
ing declines in lignite-based energy generation.

14
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3. Proposals, Ideas, and Initiatives for Structural

Change in Lusatia

3.1. The Present Situation: Key Economic

Data and the Role of Lignite in
Lusatia

It is now over twenty years since the traumatic
structural shift in which Lusatia lost nearly 90 per
cent of its lignite-related jobs after the collapse of the
former GDR.. In the meantime, its economic situation
has improved considerably. In 2016, a team from the
Brandenburg University of Technology (BTU) pub-
lished a report on structural change in Lusatia, which
was commissioned by the Brandenburg state gov-

ernment. The authors note that the economic data in
Lusatia's Brandenburg districts shows "a very posi-
tive recent trend."”?* The corresponding economic data
for the districts in Saxony (comprising the Gorlitz
und Bautzen districts) indicates a similar pattern (see
Table 1).

24 Markwardt et al. (2016) Except where otherwise indicated,
the following figures are taken from this report (figures for
2013) or from the preliminary results of a follow-up study;
Zundel, S. (2017, figures for 2014).

Selected economic indicators in Lusatia’s Brandenburg and Saxony districts (2014). Table 1
Region City Dahme- Elbe- Ober- Spree- Branden- | Gorlitz Bautzen Lusatia as
Cottbus Spree- Elster spree- NeiBe burgische a whole
wald wald- Lusatia
Lusatia
Population @ 99,491 161,952 104,997 112,896 118,030 607,366 260,188 306,570 1174124
:::af’e’ NNabIt- | c30581 | €32300 | €21257 | €22001 | €35128 | €28847 | €24582 | €23045 | €26307
GDP per em-
ployed individ- € 49,453 €72,899 €50,131 €52,064 € 88,629 € 62,861 € 63,063 € 56,823 € 57,654
ual ®
Number of em-
ployees enrolled
in the compul- 44,815 56,648 32,303 38,756 36,560 209,082 82,461 108,261 399,804
sory social secu-
rity scheme ©
:’e"‘,‘:'l';‘fc'fy'"e“t 1% 68% | M4% | 125% | 103% | 101% | 18% | 88% 101 %
Number of em-
LTSI t.he 1,628 5,430 5,895 6,606 8,871 28,430 17,446 24,709 70,585
manufacturing
industry @
(a) Statistisches Bundesamt 2015
(b) Markwardt et al. 2016; Amt fur Statistik Berlin-Brandenburg 2016, 2016
(c) Bundesagentur fur Arbeit 2015
(d) Statistische Amter des Bundes und der Lander 2017 (e) ifo Dresden

Zundel, S. (2017)

15
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Unemployment figures in Lusatia have been falling
for over a decade, albeit with significant differences
from district to district (those of Dahme-Spreewald
and Bautzen, for example, have benefited from their
proximity to Berlin and Dresden). From 2004 to 2014,
unemployment in Lusatia's Brandenburg districts fell
by over 50 per cent, from 71,500 to 33,000 (against a
total of 400,000 people in employment in 2014).

In 2014, Lusatia's average per capita nominal GDP
was (with large regional differences — see Table 1)
26,307 euros. This exceeded the average per capita
GDP of 24,226 euros for Saxony and 23,383 euros for
Brandenburg, yet remained well below the German
average of 36,211 euros.*>? Since 2004, however, the

25 Statista (2017)

26 Inorder to allow for comparisons, the figures used here all
relate to 2014, since more recent overall figures are not yet
available for Lusatia. Since 2014, all indicators pertaining
to general economic development have continued to rise.

Unemployment Rates in Lausitz Districts and in the State of Brandenburg, 2004 to 2014

30
25
20
=
& 15
(]
=
10
0
Cottbus Dahme- Elbe-
(city) Spreewald Elster

Bundesagentur fur Arbeit

region's nominal economic performance has improved
far more than it has in Brandenburg and Germany as

a whole. The same holds for overall economic produc-
tivity, as measured by nominal GDP per employee.

Lusatia's industrial character is primarily, if not
exclusively, the result of its lignite mining and energy
industry. In Southern Brandenburg, the industrial
sector accounts for 31.4 per cent of gross value added.
In Brandenburg as a whole it accounts for 27.1 per
cent of GVA and in Germany for 22.3 per cent (as of
2014).7" In terms of its recent economic development,
Lusatia compares very favourably with other periph-
eral regions in Brandenburg and Eastern Germany.

In contrast to these overall economic indicators, how-
ever, the demographic data for the region has long
painted a rather gloomier picture. According to cur-
rent prognoses, the tendency toward emigration is set

27 Lange, H.R,; Kriiger, W. (2017)
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Demographic Forecasts for Lausitz Districts in Brandenburg, 2015 to 2040
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to continue in the years to come, at least in Lusatia's
more peripheral districts. In 2014, 1.2 million people
lived in Lusatia's Brandenburg and Saxony districts.
The consequences of the demographic shifts of the
early 1990s nonetheless continue to be felt today, and
the region suffers from an ever growing lack of skilled
workers. On current estimates, Lusatia's Branden-
burg districts are expected to lose around a third of
their labour force between 2015 and 2040, with the
average age also set to rise sharply during the same
period. In absolute terms, this would mean the loss of
more than 100,000 working-age people by 2040%
(cf. Figure 5). The figures for the Saxony districts tell
a similar story. Though some areas of Lusatia have
recently begun to see some immigration (particularly
the Dahme-Spreewald district bordering Berlin), this
reversal has not been significant enough to compen-
sate for the demographic losses experienced during
the early 1990s.

28 Zundel, S. (2017)
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In sum, what these figures indicate is that mass
unemployment is by no means a necessary conse-
quence of the new structural shifts induced by the
gradual phase-out of lignite mining and electricity
generation. The phase-out should rather be con-
ducted in such a way as to increase the area’s attrac-
tiveness, so that greater numbers of working-age
people move to the region and skilled workers remain
there after finishing their training. In managing
present and future structural change in the area, it

is therefore essential to focus on recruiting, training
and mobilising skilled workers.

In addition, the above economic indicators make
clear that, unlike traditional economic development
programmes for structurally weak regions, shaping
structural change in Lusatia cannot be a question of
initiating a recovery process, but rather of preventing
any new economic decline.
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The lignite industry is currently the most important
branch of Lusatia's industry as a whole. It accounts

for 13 per cent of all gross value added in Southern
Brandenburg, with additional jobs in the retail, service
and construction sectors depending on it.? These are
not insignificant figures. At the same time, however,
less than 5 per cent of all employees in Lusatia work in
the mining and energy generation sectors.*° The region
is then by no means dependent on these sectors alone.
Rather than being industrially homogeneous, it enjoys
a comparatively diverse industrial structure. There

is therefore a strong basis for successful structural
change in the area. Yet it would be a mistake to think
that such change could take the form of a one-to-one
transformation of existing industrial jobs in the energy
sector into new industrial jobs, or even into new
energy industry jobs. The aim should nonetheless be to
retain as many jobs as possible in the energy sector.

In light of the complexity of the regional context, the
authors of the BTU report warn against “ceding to the
temptation to evoke the impending impoverishment
of the region” where political discussions are con-
cerned. Though they describe the situation as "very
serious,’ they also note that "an economic catastrophe
such as that of the 1990s is not on the horizon.!

3.2. Structural Change Is Already
Underway

In truth, many aspects of the impending struc-

tural change process have already begun to mani-
fest themselves, both in Germany and beyond.* This
change will not wait for politicians to announce a
legally binding road map for the decarbonisation of
the energy industry or to establish a consensus with
the lignite industry.

29 Schéfer, K,; Sannig, ].; Kriiger, W. (2017), pp. 75-76
30 Zundel (2017)

31 Markwardt et al. (2016), p. 30

32 Rocholl, M. (2017), pp. 43 ff.

The number of people employed in the lignite indus-
try has been falling for years, and not only in Lusa-
tia. According to statistics provided by the lignite
association DEBRIV, the number of people directly
employed in lignite mining and lignite power stations
across Germany dropped by 4.3 per cent between
the end of 2015 and the end of 2016, to just under
20,000. This figure also includes trainees, semi-re-
tired employees and members of the Lusatia und
Mitteldeutsche Bergbau-Verwaltungsgesellschaft
(Lusatia and Central German Mining Administration
Society - LBMV) who are involved in recultivating
old open-pit mines in the former GDR.*® This down-
ward trend is set to continue with the upcoming clo-
sure of two blocks of the Janschwalde power station
and the implementation of the LEAG's Regional Plan
for Lusatia, which was published in March 2017.

Inrecent years, a number of political decisions and
announcements have again drawn attention to the
region's future. The federal government's 2015 deci-
sion to relegate blocks E and F of the Jdnschwalde
power station to its lignite reserve capacity in order
to meet Germany's 2020 climate targets represents
the first externally imposed reduction of generat-
ing capacity in Lusatia. Though this measure is in no
way sufficient to meet the 2020 targets, the decision
nonetheless sent a strong signal that the phasing-out
of lignite in Lusatia was about to begin in earnest. In
the meantime, both the local population and the state
governments of Brandenburg and Saxony have come
to regard the phase-out as unavoidable.

In March 2017, the new owner of Lusatia's coal mines
and power stations, LEAG, published its "Consolidated
Regional Plan." For the first time, this plan incorpo-
rated the conclusions of national and international
debates on the energy transition and climate change
more broadly. In particular, the advisory board of
Lusatia Energie Bergbau AG voted:

33  Oko-Institut (2017), pp. 83 ff.
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- Not to build any new power station capacity in
Janschwalde (even with CCS technology) and to
cancel the planned re-opening of the Janschwalde-
Nord open-pit mine.

- To close Janschwalde's existing open-pit mines by
2023 and to fuel the Jdnschwalde power station
blocks still in use at that time using lignite from the
Southern end of the Lusatia coalfield.

- To use only the smaller section of the planned second
open-pit extraction site at Nochten (Nochten 2) — the
“Sonderfeld Miihlrose” - to fuel the Boxberg power
station. This will mean that onty 200 people will
need to be relocated from the area, rather than 1,700.

- To postpone the decision on whether to invest in the
Welzow-Std II open pit mine until at least 2020 and
to make this decision dependent on developments in
electricity prices and the broader political context.

- Not to pursue the opening of the Bagenz-0Ost and
Spremberg-0Ost open-pit fields, yet to continue
with open-pit mining at the Reichswalde site, in
accordance with the approved plans.

On the one hand, most stakeholders inside and out-
side the region welcomed the LEAG's regional plan,
insofar as it ended uncertainty for those affected and
helped to strengthen planning security in the regional
economy. On the other hand, however, it was seen by
some as escalating the debate on the limited lifespan
of lignite-based electricity generation.*

For most observers, two things are necessary in light
of the LEAG plan: firstly, a faster structural change
process, which should primarily be driven by regional
actors, and secondly, dependable, long-term financial
support from the federal government, which is often
held solely responsible in the region for restrictions
on lignite mining and energy generation.®

34 Staatskanzlei Land Brandenburg (2017);
Wirtschaftsinitiative Lusatia e. V. (2017); Pro
Lusatiaer Braunkohle e. V. (2017); IHK Cottbus (2017);
Handwerkskammer Cottbus (2017); Innovationsregion
Lusatia (2017)

35 This assessment is accurate insofar as key decisions on

3.3. The Key Players and Their Proposals
for Lusatia

The fact that important decisions are due to be

made on the lignite phase-out in Lusatia during the
upcoming federal legislative session has prompted a
wide range of stakeholders to develop new initiatives
and proposals for the region. In what follows, we shall
briefly present these organisations and their initia-
tives, without any claim to exhaustiveness.

3.3.1. Initiatives from the Business Sector

The "Innovationsregion Lusatia” Association (iRL)
was founded at the beginning of 2016, following the
federal government's decision to decommission two
blocks of the Janschwalde lignite power station and
assign them to its reserve generating capacity.*® Under
the aegis of the Cottbus Chamber of Commerce and
Industry (IHK), it brings together the Cottbus Chamber
of Trade, the Federation of Business Associations for
Berlin and Brandenburg (UVB), the Wirtschaftsinitia-
tive Lusatia (Lusatia Business Initiative - WiL),¥ and
the Brandenburg University of Technology (BTU). The
iRL aims to help manage structural change in Lusa-
tia by maximising the region's existing economic
potential. In concrete terms, this involves developing

climate protection are indeed made at the federal level.

36 The organisation's name was inspired by the Jiilich based
"Innovationsregion Rheinisches Revier" (IRR) association,
which was founded in 2014. This association, however,
is for the most part funded by the regional authorities,
the state of North Rhine-Westphalia, and the Ministry of
Economics in Disseldorf.

37 Foundedin 2009 on the initiative of BASF and Vattenfall,
the WIL describes itself as a "regional platform for action
and networking by and for Lusatia-based businesses." It
organises an annual "Lusatia New Business Competition"
and "Lusatia Knowledge Dissemination Prize." From the
outset, it was chaired by members of the executive board
of Vattenfall Europe Mining & Generation AG. Following
the sale of Vattenfall's German mining operations in 2016,
Michael von Bronk stayed on as chairman of the associa-
tion, now in his new capacity as executive board member
of the Lusatia Energie Bergbau AG und Lusatia Energie
Kraftwerke AG (LEAG). www.wil-ev.de

19


http://www.wil-ev.de

Agora Energiewende | A Future for Lausitz

new areas of business and assisting local companies
to elaborate new growth models. One of its key tasks
is to stimulate commercial innovation, particularly
by building new collaborative networks. The iRL has
nonetheless been hamstrung by its lack of funding
(thus far derived exclusively from its founders' own
resources), which has prevented it from exerting an
extensive influence on structural change in the area.
The iRL also seeks to stimulate discussion on how to
organise and orient the various initiatives and ideas
for structural change in Lusatia. In January 2017, it
published an influential plan for the region in col-
laboration with the Cottbus Chamber of Commerce,
entitled "Das Lusatia-Papier.”8

Other Initiatives from and for the Private Sector
Alongside the above initiatives, there are a range of
other organisations and state programmes that aim to
bolster the local economy.

- Brandenburg Invest*® (formerly the ZukunftsAgen-
tur Brandenburg GmbH) is the first port of call in
Brandenburg for investors, local companies, and
new businesses.

- Zukunftswerkstatt Lusatia (The Lusatia Future
Workshop) is the working title of a four-year pro-
jectlaunched by the federal government and the
states of Brandenburg and Saxony in the autumn
of 2016. It has been allocated 7.3 million euros from
the resources of the joint federal/state scheme for
the improvement of regional economic structures
(GRW).#

- Regionale Wachstumskerne (Regional Growth
Cores) is a programme launched by the Branden-
burg state government in 2004. In line with its
motto, "strengthening strengths,” it has sought to

38 www.innovationsregionlausitz.de

39 Lange, H.R,; Kriiger, W. (2017)

40 www.wibb.de/de; Mérkische Onlinezeitung (31 May 2016)
41 Sachsische Staatskanzlei (13 September 2016)

raise the attractiveness of the area and put a brake
on or reverse the emigration of its labour force.*?

- Many initiatives have also been launched by dis-
trict and municipal authorities to stimulate the
economy, promote innovation, and encourage
businesses to settle in the area. Declining profits in
the energy industry and concomitant reductions
in tax revenues have nonetheless put these under
significant financial pressure.

3.3.2. Municipal and Regional Government
Initiatives
The Lusatiarunde
The Lusatiarunde (Lusatia Round Table) was formally
established in the spring of 2016. It is a voluntary
alliance between 23 district administrators, mayors,
and department heads from Lusatia's Brandenburg
and Saxony districts, who have come together to rep-
resent the interests of their municipalities and dis-
tricts in the upcoming process of structural change.
The alliance has called on the federal government to
guarantee funding for long-term structural change
in Lusatia. In addition, it has called for the region,
including the development zones adjacent to the key
coal industry areas, to be designated an EU "model
region’ for structural change (on its prospects for
success, see section 3.4.4.). To compensate for future
industrial job losses, the Lusatiarunde has proposed
that jobs should be created in research and develop-
ment and through “alternative uses” of Lusatia lignite.
It has also called for a "structural fund that is to be
independently managed from within the region itself,
with municipal participation.” The fund is intended to
compensate for reductions in tax revenues as a result
of declining profits in the energy industry, and to be
used in part for significant infrastructure projects.
The alliance proposes the fund should be established
through a treaty between the federal government
and the states of Brandenburg and Saxony. It has also
announced a consultation process with broad citizen
participation. The Lusatiarunde describes itself as a
"link between local people and the various authorities

42  www.stk.brandenburg.de
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guiding structural change in Lusatia."*® The spokes-
person for Brandenburg's municipal authorities in
the Lusatiarunde is the mayor of Spremberg, Chris-
tine Herntier, who is also a member of Pro Lusatiaer
Braunkohle (For Lusatia Lignite — see below).

Wirtschaftsregion Lusatia GmbH (Association for the
Lusatia Economic Region — WRL)

The WRL is currently in the process of being formed.
It amounts to an expansion of the Energieregion
Lusatia-Spreewald association,** whose remit has
thus far been limited to Lusatia's Brandenburg dis-
tricts and the city of Cottbus. The WRL's broader
remit will also incorporate Lusatia's Saxony districts.
Thus far, however, only the district of Gorlitz in
Saxony has formally decided to join the WRL. The
district of Bautzen has stated that it will not join
until commitments are made to provide long-term
financing and to earmark appropriate funds within
the relevant state and federal budgets.** The associ-
ation aims to coordinate and guide structural change
across Lusatia and to acquire project-specific fund-
ing from state governments, the federal government
and the EU. It has assumed the role of a consultation
and coordination centre for structural change in the
region, whose shortcomings have been criticised by
the former Federal Minister for Economics, Sigmar
Gabriel (SPD).“¢ This expansion of the Energieregion
Lusatia-Spreewald association into the WRL can be
seen as a response by regional and state politicians to
the founding of the IRL.

The State Governments of Brandenburg and Saxony
The state governments of Brandenburg and Saxony
have long voiced their opposition to any decarbon-
isation-related structural change in Lusatia, largely
irrespective of their political make-up. They have
argued that lignite will still be needed for some time to

43 www.lausitzrunde.de

44 www.energieregion-lausitz.de

45 Lusatiaer Rundschau (29 June 2017)
46 Jurk, T. (2016)

come as a bridge technology in the energy transition,
and that there is therefore no basis for a fundamen-
tal change of course. Accordingly, until the autumn
of 2016 they rejected all fund-based approaches to
the issue at the federal or state level. In the past year,
however, their outlook began to shift - particularly
after LEAG, the new owner of Lusatia's lignite mines
and power stations, published its regional plan in
March 2017.

At ajoint cabinet meeting in June 2017, both state
governments adopted the white paper Gemeinsam
fiir die Zukunft der Industrieregion Lusatia (Together
for the Future of the Lusatia Industrial Region). The
paper acknowledged the "growing pace of structural
change” in Lusatia as a result of globalisation, inter-
national competition, and environmental and cli-
mate policies, and called for Lusatia to be developed
as amodel region for structural change. According
to the paper, this would require it “to be furnished
with additional flexible and bureaucratically unen-
cumbered financial and funding instruments by the
federal government and the EU”

Both states have called for federal funding of "at least
1.2 billion euros for structural development projects in
Lusatia, in addition to any pre-planned infrastructure
projects” from 2019 to 2024. They have also demanded
that "obstacles to state aid law be kept to a minimum"
by the EU in order to have a chance of attracting large
corporations to the area. In addition to promoting
innovation, R&D and business development, both state
governments see infrastructure development as one of
the region’s highest priorities.*"3

47 Landesregierungen von Brandenburg und Sachsen (2017)

48 Sachsische Staatskanzlei (13 June 2017)
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3.3.3. Academic and Research Institutions

The Brandenburg University of Technology (BTU) at
Cottbus-Senftenberg, The Zittau/Gérlitz University
of Applied Sciences

For many stakeholders in the region, and particularly
those in the political sphere, Lusatia's universities
have an important if not decisive role to play in driv-
ing commercial innovation. It is widely held that the
universities' specialisation in technical and ener-
gy-related fields can help Lusatia acquire a prime
role in the nascent energy transition industry. There
is nonetheless a considerable mismatch between the
expectations placed on the universities and their cur-
rent levels of funding. Brandenburg in particular lies
at the bottom of the rankings for state expenditure on
academia and research and core university financing.
The same holds for research and development spend-
ing among businesses in the state.”® These funding
shortfalls have also affected Lusatia as a region.

For some time now, commercial partnerships and
independent research at the BTU and the Zittau/Gor-
litz University of Applied Sciences have no longer
focussed only on traditional energy systems (i.e. min-
ing and fossil-fuel electricity generation), but have
increasingly been oriented toward the development
of innovative solutions for the transformation of the
energy system and other economic sectors. For some
observers, the universities' very futures are bound up
with their commercial collaborations with compa-
nies who hope to play an innovative role in the future
energy system. Accordingly, they tend to take a pes-
simistic view of the institutions’ chances of compet-
ing with Berlin's and Dresden’s technical universities.

The two universities thus find themselves con-
fronted by the need to excel in both basic and applied
research. On the one hand, they are pressed to
achieve research excellence (and thus become eligible
for funding from Germany's main funding agency, the
DFQG), while on the other they are assigned a central
role in developing transitional strategies for Lusatia,

49 Berger, W,; Schnellenbach, ]. (2017), pp. 27-28 and 15-16

in their capacity as its "regional universities." In order
to fulfil these roles, however, they first of all require

appropriate facilities and resources.*®

3.3.4. Civil Society Initiatives

The debate on the future of lignite has given birth to
araft of initiatives, associations and organisations
for and against the continuation of lignite mining
and electricity generation. This debate is not simply a
question of differing worldviews, but also of diamet-
rically opposed interests that are not restricted to and
often predated the debate on the energy transition.
On the one hand, there are those who fear the loss of
secure and comparatively well-paid jobs, while on
the other there are environmental campaigners and
individuals facing relocation due to the expansion of
open-pit mining.

Against the backdrop of broader political measures to
combat climate change, however, these long-standing
debates are now drawing to a close. Since the long-
term continuation of lignite-based energy generation
is now out of the question, the focus has shifted to
what should take its place and the concrete measures
needed to reduce coal-based energy generation. This
new situation raises hopes of easing social tensions

in the region.

Pro Lusatiaer Braunkohle (For Lusatia Lignite)
Founded in 2011, the Pro Lusatiaer Braunkohle asso-
ciation is one of the key organisations calling for the
continuation of lignite-based energy generation for
as long as possible. It argues that lignite is indispen-
sable in the long term, and that at the very least it will
be required as a bridge technology to ensure Germany
enjoys a secure and affordable energy system until
the middle of the 21% century. The dynamic asso-
ciation describes itself as a "movement of citizens
attached to their home region” and largely adopts the
same arguments as the lignite industry itself and its
leading trade union, IG BCE. The association's stated
aim is to "promote and strengthen social engagement

50 Berger, W.; Schnellenbach, J. (2017), p. 21
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for the perpetuation of lignite mining, in order to
safeguard existing structures."!

Critical Voices

Alongside organisations such as Pro Lusatiaer Braun-
kohle, there are also numerous local and regional
groups that are opposed to any further lignite mining,

population relocation and open-pit mining expansion.

The Umweltgruppe Cottbus (Cottbus Environmental
Association) was founded in 1987 in the midst of the
GDR citizens' rights movement. It joined the Griine
Liga environmental network in 1990, in which it acts
as a federal lignite liaison centre. It also represents
environmental groups on the state of Brandenburg's
lignite committee and tends to be sceptical toward
structural change proposals from regional indus-
trial players, who are traditionally pro-lignite.5>53
The Klinger Runde citizens association, meanwhile,
was founded in 2007 in response to plans for new
open-pit mines and later fielded candidates in the
elections for the Spree-Neile district assembly. The
Strukturwandel jetzt — kein Nochten II (Structural
Change Now - No Nochten II) association is active in
Lusatia's Saxony districts and consists of environ-
mental activists, residents of open-pit mining areas
and local politicians. The Allianz fiir Welzow, for its
part, has sought to prevent the opening of Sub-Field
IT of the Welzow-Siid open-pit mine. In addition, the
Janschwalde-Nord open-pit mine was opposed by
the parish of Schenkendébern, which would have
been impacted by the development, along with the
Agenda?21 group and many citizens of the neighbour-
ing city of Guben. The environmental organisations
NABU, BUND and Greenpeace, which all operate at
the federal level, are also represented by regional
groups in Lusatia. Since 2011, Lusatia has hosted an
annual Energy and Climate Camp.

51 www.pro-lausitz.de
52 www.kein-tagebau.de

53 Schuster, R. (2016)

Though these organisations often differ in terms of
how they attempt to counter the lignite industry, they
all call for planned structural change and the involve-
ment of coal-critics and environmental activists in
its implementation. They do not feel themselves to be
represented in the Lusatiarunde, which they see as
being wholly comprised of lignite supporters.

The Regional Protestant Church

Beyond the present debate around the future of lig-
nite-based energy generation, there have always
been social organisations that have sought to mediate
between opposing parties. One such organisation is
the Protestant church, which tends to be rather crit-
ical of lignite mining and energy generation, in line
with its duty to preserve the integrity of the creation.
In September 2017, the regional church of Berlin-
Brandenburg-schlesische Oberlausitz founded a
centre for dialogue and change. The church's general
superintendent for Gorlitz, Martin Herche, hopes
that it will serve as a "focal-point for social dialogue”
that will play an important role in “the struggle for a
brighter future for Lusatia.’ The centre is intended

to "offer an open space for listening and speaking, in
order to help shape change." It is based in the Cottbus
district of Kahren and led by vicar Burkhard Behr. 5455

The Lusatiaer Perspektiven Association

As the inevitability of the decarbonisation process
and the associated structural change has become
increasingly clear, many new initiatives have been
launched by civil society groups seeking to help
shape Lusatia's post-lignite future and gradually
overcome its social divisions. One such organisa-
tion is Lausiter Perspektiven, which is conceived as
an independent citizens' forum. In 2016, it published
its "Lusatiaer Erklarung” (Lusatia Statement), which

54 www.ekbo.de

55 Evangelische Landeskirche Berlin-Brandenburg-
schlesische Oberlausitz (2016)
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opens with the words, "Lusatia is dear to us all."®5’
By its own account, it aims to help shape structural
change in Lusatia in a manner that transcends politi-
cal, social and ideological divisions. It therefore func-
tions essentially as a liaison centre and platform for
local, regional, national and international initiatives
for sustainable regional development.

The association aims to ensure that jobs and pros-
perity are not played off against the environment

and the destruction of natural resources. It is active
across Lusatia as a historical and cultural region, and
not only in Brandenburg and Saxony; its activities
thus extend into Poland and the Czech Republic. In
order to generate greater momentum for the upcom-
ing change, the association has called for a new vision
for the region to be developed by as many people as
possible in all parts of Lusatia. To this end, it organises
events and educational projects, provides informa-
tion and brings together citizens, regional authorities,
businesses, associations and initiatives. Furthermore,
it seeks to intensify regional, national and interna-
tional exchange between regions faced with similar
challenges and opportunities.

3.4. The Players at the Federal Level and
the Role of the EU

3.4.1. Federal Politics

The Federal Government

The federal government has stated that further cli-
mate protection measures are to be voted on in 2018,
as part of the implementation of the 2030 sectoral
targets detailed in the Climate Action Plan 2050.58 If
the 2030 sectoral target for the energy industry is

56 www.lausitzer-perspektiven.de
57 Lusatiaer Perspektiven e.V. (2016)

58 This was most recently affirmed by Angela Merkel, who in
an interview with the ARD television channel on 16 July
2017 explicitly acknowledged the need for "further meas-
ures” to reach the climate targets. www.tagesschau.de/
inland/merkel-sommerinterview-115html

to be reached, these measures will inevitably have

to include the gradual closure of coal-fired power
stations. In light of this, the government is endeav-
ouring to make more concerted efforts to shape the
energy transition in a way that does not lead to struc-
tural rifts. Ultimately, the aim is to "help the affected
regions to help themselves', as encapsulated in the
German expression "Hilfe zur Selbsthilfe" .

In 2016, the federal government agreed with the states
of Brandenburg and Saxony to provide Lusatia's dis-
tricts with a total of 7.3 million euros over the next
four years, as part of the joint federal/state scheme to
improve regional economic structures (GRW).

Furthermore, the Climate Action Plan 2050 also states
that:

“Tt will only be possible to meet the climate tar-
gets if coal-fired electricity production is gradu-
ally reduced. When steering this development, it
is essential to take the economic outlook and jobs
in the affected regions into account. Above all, it is
necessary to open up tangible prospects for these
regions before definite decisions about gradually
pulling out of the lignite industry can be taken. To
do this, we need a regional and industrial policy
strategy, which proactively shapes structural
change and supports businesses and their work-
force in adapting to new regional structures.”®

The details of the future development strategy for the
lignite-mining regions are to be elaborated by a com-
mission for growth, structural change and regional
development, which will be based in the Federal
Ministry for Economic Affairs and Energy and will
"involve other government departments, along with
the states, local authorities, trade unions, represent-
atives of affected businesses and sectors and regional
actors.”’

59 Bundesministerium fir Umwelt, Naturschutz, Bau und
Reaktorsicherheit (2016)
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The Main Parties in the Federal Election Campaign
All parties represented in the current 18th legislative

session of the German Bundestag not only support the

energy transition. They also acknowledge the urgent

need for carefully planned structural change in lignite

regions and for the provision of structural assistance
by the federal government.

CDbu/csu

In their joint election manifesto, the CDU and CSU
reaffirmed Germany's existing energy and climate
targets, which they plan to implement on a “step-by-
step” basis. They also stressed that “The same holds
for the 2016 Climate Action Plan." Furthermore, with
regard to areas such as Germany's lignite regions, the
manifesto section on “Securing Equal Living Stand-
ards" states that:

“In collaboration with the relevant states, the fed-
eral government will take measures to provide new
structural opportunities for regions with particular
development needs. Such needs include road and
raillinks, a fibre-optic and 5G broadband roll-out,
and research activities in the field of modern energy
technologies. In addition, funding to encourage
businesses to move to particularly heavily impacted
regions should be guaranteed by European law. The

long-term phase-out of lignite should also be carried

out in parallel with new structural development."®°

SPD
In its own manifesto section on “Bolstering Trade,
Medium-Sized Companies and the Industrial Base":

the SPD offers a more detailed affirmation of the need

for federal engagement in lignite regions:

"Structural change in the energy industry is set to
continue. Particular challenges are faced in Lusa-
tia and in the Central German and Rhenish mining
regions, which have historically been dominated
by the lignite industry. In these areas, it is cru-
cial to build and expand upon regional economic

60 CDU/CSU (2017)

structures that respect the area’s industrial tra-
ditions and provide good jobs that are secured via
collective agreements. We shall meet these chal-
lenges in close cooperation with the states and
regions concerned, and with the affected trade
unions, businesses and citizens. In doing so, we will
be aided by the ongoing energy transition, which
will drive demand for new technologies such as
storage facilities and batteries, and for research
and development centres in material and process
technologies. With federal funding, we will unite
the new economic activities in these regions into a
compelling force."

BUndnis 90/Die Grinen

In the section of its manifesto titled “Time to Phase
Out Coal," the German Green party (Biindnis 90/Die
Griinen) presents it proposal to "bring an end to the
coal era in Germany in a carefully planned and irre-
versible manner.

“We are mindful of the fact that the phase-out
should take place on the back of broad-based
dialogue; we will conduct it in a socially sustain-
able manner and create new jobs in the process.
Structural change needs to be jointly financed by
the federal government, the relevant state govern-
ments and energy companies. [...] We want to shape
structural change in the region in collaboration with
all concerned and in an environmentally friendly
and socially sustainable way. To this end, we will
establish a fund to address the clean-up costs of
mining-related activities."?

61 SPD (2017)
62 Biindnis 90/Die Grinen (2017)
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Die Linke

Inits 2017 manifesto, Die Linke states that the energy
transition "can only be considered a success if it is
carried out in a socially equitable manner and led by
the citizens concerned.” In the section, "An End to
Coal: Ensuring a Just Transition,” the manifesto states
that,

“We want to see a rapid, socially cushioned phase-
out of coal-based energy generation.”[...] The
burden of structural change in the mining regions
must not be borne by the industry’s workers. We are
therefore calling for a structural change fund to the
value of 250 million euros per year in order to pro-
vide a security net for these workers and create new
jobs in the region."®

Alongside the above parties, the FDP and the AfD will
also be represented in the Bundestag's 19 legislative
session. Their election manifestos nonetheless do
not make any reference to the upcoming structural
change process in Germany's lignite regions.

3.4.4. The Role of the European Union

At the EU level, competition law places limits on the
funding that can be provided to businesses. The EU
nevertheless does not want to see a raft of regions left
in a state of dependency following its member states’
energy transitions. As part of its extensive Clean
Energy for All Europeans programme, the EU Com-
mission has therefore sought to instigate a dialogue
with its member states and their affected regions
about how it can best promote a socially sustainable
process of change. In its press release on the pro-
gramme, the Commission announced that it would
assess various ways of providing "better support for
coal and carbon-intensive regions that the energy
transition will sweep through on the path toward
cleaner energy.’ This assessment is to be carried out
in collaboration with regional stakeholders.®

63 Die Linke (2017)

64 Europédische Kommission (2016a); Europaische
Kommission (2016b)

Local politicians who have petitioned the EU to rec-
ognise Lusatia as a model region for structural change
have reported that their proposal has been warmly
received by the Commission. Such official recognition
would expand the range of legally permissible options
for supporting the Lusatia region.

Interim Summary

As of autumn 2017, Lusatia is now ready for a seri-
ous and concrete debate on structural change, with
the potential to generate lasting results. At the federal
level too, there is a readiness that transcends the
usual party and factional lines to provide prompt
structural support to lignite regions, and particu-
larly to Lusatia. Similar momentum is also building
within the EU Commission. In the affected states of
Brandenburg and Saxony, increasingly pro-active
attempts are being made to secure funding for the
impending structural change.®® What the debate has
lacked so far, however, are detailed plans for a Struc-
tural Change Fund for lignite regions. How should
such a fund be structured in order to most success-
fully implement change in the region? How can it
maintain a high quality of life and a strong industrial
base in Lusatia, and how can it help overcome the
area's social divisions? These questions will be pur-

sued in the following sections of our paper.

65 Landesregierungen von Brandenburg und Sachsen (2017);
Landtagsfraktionen Brandenburg und Sachsen der CDU
(2017); Landtagsfraktionen Biindnis 90/Die Griinen
Brandenburg und Sachsen (2017)
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4. Structural Change in Lusatia:

The Key Elements

4. Focussing Funding through a New
Structural Fund

At the beginning of 2016, Agora Energiewende pro-
posed that a Structural Change Fund totalling 250
million euros per year should be set up at the federal
level for the Central German, Lower Rhine and Lusatia
coal-mining regions. Based on our proposal, Lusatia is
to be allocated 100 million euros from this fund every
year. At present, businesses in Lusatia and the wider
area can already benefit from various forms of fund-
ing for structurally weak regions from institutions at
all political levels (the EU, the federal government, and
regional and local authorities). Nevertheless, suc-
cessfully managing structural change and cultivating
consensus-based, sustainable future prospects for
the region will require more support than can be pro-
vided via existing funding methods and instruments,
and cannot be achieved through business develop-
ment programmes which have proven effective in the
past alone.

The aim of our proposed Structural Change Fund is
therefore not simply to provide additional support for
local businesses during the restructuring process, but
also to assist Lusatia more broadly as a region (even if
the economy and the region are intertwined). The more
attractive Lusatia becomes as a region, the better its
chances of strong economic growth. Indeed, the former
is perhaps even a necessary condition of the latter.

The same holds for Lusatia's development as an
academic and research centre. Its universities will
require proactive support to fulfil their role as com-
mercial partners and drivers of economic innova-
tion within and beyond the energy transition sector.
Furthermore, infrastructural deficits will need to be
redressed in the region, and numerous civil society
initiatives and other small-scale projects will need to

be given a chance to contribute to the elaboration of
forward-looking, sustainable development plans.

Lusatia is faced with the task of partially reinventing
itself as a forward-looking region that is ready to cope
with declines in lignite mining and electricity gen-
eration. There is broad consensus that Lusatia should
be maintained as an industrial and energy-focussed
region, though it is also acknowledged that not every
new industrial job can or should be an energy indus-
try job. Indeed, it will be important to further diversify
Lusatia's industrial base, which remains heavily ori-
ented toward the energy sector. Through the max-
imisation of the local economy's innovative poten-
tial, the installation of advanced infrastructure, the
expansion of academic and research institutions, and
the cultivation of the region's cultural sphere, Lusatia
can make the most of the opportunities provided by
structural change. It can also tackle what is perhaps
its most pressing problem: how to slow and ultimately
reverse the ongoing emigration from the area. The
proposed Structural Change Fund can act as a key
driver of positive developments.

It has sometimes been proposed that the impending
transformation process can best be managed by pro-
viding existing funding bodies with further resources,
rather than by establishing a dedicated fund. Yet,
alongside the fact that the Structural Change Fund is
primarily intended to finance projects that do not cur-
rently receive significant support, there are four key
reasons that speak against this view.

- Firstly, the structural change in question here is the
result of federal and international policy decisions,
rather than spatial economic disparities generated
by purely market-driven developments. The lat-
ter situation, however, is usually presupposed by
traditional forms of structural funding, such as the
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joint federal/state scheme for the improvement of
regional economic structures (GWR).%®

- Secondly, existing funding measures to sup-
port politically induced structural change are
unsuited to the present task in a number of ways.
Certain measures (such as those which aim to
support investment) can only be funded to a lim-
ited extent or cannot be funded at all through such
programmes, which often require applicants to
demonstrate exceptional circumstances.®”

- Thirdly, reallocating or increasing existing funds to
help lignite-mining regions would risk pushing the
relevant conflicts beyond the borders of the energy
hotspots themselves, since it would be interpreted
as unduly privileging these regions over other
structurally weak or peripheral areas.®

- Finally, without a special fund, it will be more diffi-
cult to provide reliable medium to long-term fund-
ing over the whole course of the transformation
process. The use of the available funds would then
have to be continually renegotiated on the basis of
each funding body's own criteria, at the expense
of reliability and planning security. It is not only
those in the business world, however, who are
rightly calling for greater reliability.”>” Yet without
a dedicated fund to tackle the consequences of the

energy transition, this will remain elusive.

66 Markwardt et al. (2016), p. 7

67 Lusatia's Brandenburg and Saxony districts and the city
of Cottbus thus justified their application for funding to
support structural change management by appealing to
the "experimental clause” in the coordination guidelines
for GRW funding.

68 Markwardt et al. (2016)

69 Representatives of the Lusatiarunde have reported that
local politicians' calls for additional GWR funding for
Lusatia have been met with the argument that there are
other structurally weak regions in the state that would
then too demand an increase in aid.

70 Schéfer, K,; Sannig, ].; Kriiger, W. (2017)

71 The debate on whether special support should be provided
to Lusatia would now seem to have been decided, since in
its Climate Action Plan 2050 the federal government has
already approved such funding for affected regions

4.2. The Principles of Successful Structural
Change for the 21t Century Looking
to the Future and Joining Forces

The consequences of structural change processes in
Germany's mining industry have often been mitigated
through the investment of large sums of public money,
even in cases where the number of people affected was
higher than it currently is in Lusatia. This approach
has been particularly successful in areas with strong
trade unions and a highly organised workforce. For
workers directly affected by structural change, such
funding has helped to alleviate the attendant social
hardships through severance payments, (early) retire-
ment programmes, and training schemes to help
people adapt to new working relationships. Structural
change and regional reorientation projects have been
less successful where political actors believed that
such change and its consequences could be avoided

or nipped in the bud simply by subsidising the mod-
ernisation of the coal and steel industry in its exist-
ing form.” The large sums of money invested in such
regions did not prevent them from losing their eco-
nomic centres, without any comparable new centres
arising to take their place. Though the Ruhr region’s

(see Chapter 3 of the plan). Furthermore, the states of
Brandenburg and Saxony have also vehemently demanded
that the "federal government compensate for the disad-
vantages incurred by the area by committing to providing
additional funding"

72 There are periodic proposals, for example to use lignite as
a replacement for oil in the petrochemical industry or the
fuel sector. Research and development projects in these
areas, however, are not expected to yield any significant
breakthroughs, particularly since the global oversupply of
oil and natural gas calls into question the economic via-
bility of lignite, which is a comparatively expensive fuel
source. The same can be said of proposals, now rejected
in political circles, to continue lignite mining and energy
generation with the aid of CCS technology. These are
not only unrealistic in light of the resistance that can be
expected from parts of the population in a country with as
high a population density as Germany's, but also because
this method has not yet proved to be economically sus-
tainable.
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structural change policies have been greatly beneficial

for the employees concerned (who were promised that

"no-one will be left behind"), these policies have other-
wise enjoyed a poor reputation since the 1960s and are
considered in many respects to have failed.

In order not to repeat the mistakes of the past in
Lusatia, we propose that structural change in the
region should be regionally managed, involving bot-
tom-up participation by those affected by it. Devel-
oping a sustainable energy system for the 21 century
is a project that will take generations to complete. It
will also require sustained efforts to address its social
consequences for the workers and regions concerned.
The transition to a 21 century energy system there-
fore needs to be accompanied by 21% century struc-
tural change.

As ever, such change must begin by alleviating social
hardship, but it cannot end there. From the outset

it will be important to ensure that business devel-
opment funding is tied to quality standards, even
where new jobs are concerned. Such standards may
be ensured through collective agreements or similar
provisions.”

The debate on Germany's energy transition has
always been heated. In the country's lignite regions,
however, it has poured fuel on the fire of an often
fierce conflict. Even before the energy transition,
debates over the disappearance of centuries-old
settlements on the one hand and the curtailment of
authorised open-pit mining and lignite-fired power
generation on the other had already split the local
population into opposing camps. These divisions
often ran right through village communities and even
through individual families. The success or failure

73 Even where traditional funding instruments are con-
cerned, such standards have long been called for by the
trade unions. In light of the long-standing regional dis-
putes over the burdens of structural change, which many
see as being disproportionately borne by the lignite indus-
try, it is important that these unions are given due consid-
eration, while avoiding bureaucratic entanglements.

of ideas and proposals to manage structural change

in lignite regions therefore depends on whether

they prolong these long-standing conflicts and

stoke existing divisions, or whether they offer new
approaches to building broad-based consensus.
Where the proposed lignite fund is concerned, it is
crucial that the allocation of resources be regarded as
“just” in the eyes of the conflicting parties. What must
be avoided at all costs, however, is the continuation
of these conflicts into the day-to-day process of
awarding funding. On the contrary, it is vital to focus
on the future and avoid falling into factional thinking,
while continually seeking to unite forces that have
previously been at loggerheads.

On the basis of these preliminary considerations, our
proposal therefore seeks as far as possible to avoid
prolonging the conflicts of the past, which are often
based on deeply entrenched worldviews. In order to
achieve this aim:

- Local businesses need to perceive the available
funding and its method of distribution as a reliable
and fair means of stimulating economically sus-
tainable development in the region, and need to be
motivated to partake in it.

- As an academic and research centre , Lusatia needs
to develop a vision that allows its universities to
constructively bridge the gap between cutting edge
and applied research and to play a substantial role
in the energy transition and the decarbonisation of
German industry.”

- Regional politicians and administrations need to
receive sufficient funding to perform a guiding role
in the region's structural transition and to ensure
the timely development of its transport and techni-
calinfrastructure.

- Civil society initiatives and pioneering businesses
that focus on sustainability, quality of life, and
the common goods need to be able to depend on a

74 This holds both for the region's universities and for its
very small number of non-university research institu-
tions.
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reliable institution for information about support
for new ventures, funding for cultural and tradi-
tion-based projects, and cross-border structural
development schemes.

Even if Lusatia's structural change process is man-
aged in accordance with the above principles, its
success is not guaranteed, though it is far more likely.
The project team from the BTU Cottbus-Senften-
berg has rightly noted that the relevant state funding
resources have not yet been exhausted and that in the
past there have been insufficient numbers of busi-
ness and civil society initiatives that were eligible
for funding in Lusatia. Likewise, the federal govern-
ment's demands, in its capacity as the medium and
long-term funding provider, for a reliable coordi-
nation process and transparent decision-making
structures in the allocation of funding, are all quite
reasonable.”

The readiness of many people in the region to help
pro-actively shape its impending structural change
process has nonetheless increased significantly
within a comparatively short space of time. On the
basis of the range of ideas and initiatives in the
region and the strong engagement on the part of the
regional authorities, regional business organisa-
tions, academic institutions, church representatives,
environmental groups and civil society associa-
tions, one thing is clear: there is a widespread desire
in the region to help shape Lusatia’s post-lignite
future. Away from the still bitterly fought public dis-
putes over the future of lignite, there is clearly now

a broad-based need to elaborate a regional identity
that goes beyond Lusatia's historical association with
coal. Social scientists would call that social capital,
which they consider a precondition of any bottom-up
development process. In shaping Lusatia's future, it is
crucial to draw on and promote this capital.
Nevertheless, providing long-term support for such
engagement through generous federal funding also
risks stoking new conflicts and competition, which

75 Lusatiaer Rundschau (10 October 2016)

may be aggravated by the unhealed wounds of the
past. This risk is heightened by the variety of com-
peting interests in the area, in the spheres of com-
merce, academia and research, regional politics and
civil society. A further difficulty is that Lusatia’s
various districts will not all be equally affected by
the upcoming structural change. Even now there are
significant differences between these districts with
respect to unemployment levels, economic perfor-
mance and immigration and emigration levels. In
addition, Lusatia is divided between the states of
Brandenburg and Saxony, which in itself presents a
challenge when it comes to acquiring and distributing
federal funding.

In light of all the above factors, there is then a real risk
that the nascent process of structural change in the
region — a process that has the potential to bring the
community together — may inadvertently give rise to
new conflicts. In the worst case scenario, these would
draw attention away from the question of the future
of the lignite regions, and foster an unsightly scram-
ble for cash injections. This would not only have a
detrimental effect on the dynamics of the transfor-
mation process itself, but may also reduce the will-
ingness of federal decision-makers to adequately
equip the structural change fund and ensure reliable
medium and long-term funding.

Such an eventuality can nonetheless be prevented

if the right structures are put in place. We can find

an interesting example of such an approach in the
structural change practices implemented in the Bonn
region following the decision to move the federal cap-
ital to Berlin. Here too, the region in question spanned
two federal states (North Rhine-Westphalia and the
Rhineland-Palatinate). In the following, we shall
therefore liberally borrow from this successful struc-

tural change programme.
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5. The Fund in Detail:

Four Pillars of Structural Change

5.1. Establishing a Contract-Based
Structural Change Fund for Lusatia

The first part of our proposal concerns the formal
establishment of a Structural Change Fund for Lusatia
and the contractual stipulation of its constituent ele-
ments. This includes the following: the legal process
of establishing the fund; the key data pertaining to it
(including the annual volume of federal investment);
the duration of the fund; the division of the availa-
ble resources between four sectoral “pillars”; and the
coordination and monitoring of the fund.”

The fund is to be established in recognition of the
economic and non-economic consequences of
Germany's energy transition and early decommis-
sioning of lignite mining and energy generation in
the affected regions.” It is explicitly intended as a
regional fund that will go beyond, without substitut-
ing without substituting the traditional means for,
the traditional means of managing structural change,
such as adaptation aid, early retirement programmes,
social planning and other compensatory measures
aimed at those directly affected. This means that,
where possible and appropriate, the above measures
will need to be negotiated elsewhere.”®

76 The present paper expressly does not wish to exclude the
adoption of similar procedures for the Rhenish and Central
German mining regions. It upholds our original proposal
for a 250 million euro annual Structural Change Fund for
Lignite Regions. Yet since the three regions differ mark-
edly in certain key respects (including their size, presumed
phase-out roadmap, level of regional integration, economic
structure, and so on), we have first of all chosen to present
a Lusatia-specific proposal. The extent to which it might
serve as a basis for similar solutions in the two other min-
ing regions is not examined in the present paper.

77 Agora Energiewende (2016a)

78 For a more detailed consideration of the relation between

In order to establish the fund, the federal government
will sign a Lusatia Structural Change Fund contract
with the states of Brandenburg and Saxony, the dis-
tricts of Bautzen, Dahme-Spreewald, Elbe-Elster,
Gorlitz, Oberspreewald-Lusatia, Spree-Neilde, and the
city of Cottbus, which will be based on the prelimi-
nary work undertaken by a federal structural com-
mittee. The contract will be based on the practices
adopted as part of the decision to move the German
capital and parliament and parts of the federal gov-
ernment back to Berlin in 1994, following German
reunification.”

In addition, it will specify the key elements of the
fund (including its total volume, its duration, and its
division between four pillars, which may be admin-
istered in a flexible manner). Finally, the contracting
parties will establish a twelve-member coordinating
committee, whose head office will be based in Lusa-
tia. The coordinating committee will be comprised
of two representatives of the federal government,
two representatives of the states of Brandenburg
and Saxony, and two representatives from each of
the four sectoral pillars. The local authorities (of the
relevant municipalities and districts) will be repre-
sented through the pillar for municipal and regional
infrastructure (please see below). The coordinating
committee will ensure that the available resources
are appropriately distributed and employed within
the four pillars, and will monitor the progress that

the Structural Change Fund for Lignite Regions and other
possible sources of assistance for affected workers, see
Agora Energiewende (2016b), pp. 38 ff.

79 Agreement on compensatory measures for the Bonn
region of 29th June 1994, based on the Berlin/Bonn law
of 26th April 1994. The signatories were the federal gov-
ernment, the states of North Rhine-Westphalia and the
Rhineland-Palatinate, the city of Bonn, and the districts of
Rhein-Sieg and Ahrweiler.
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has been made in reaching their goals. It will also
ensure that the projects to be funded by the Structural
Change Fund for Lignite Regions (in this case Lusatia)
are appropriately distinguished from any other exist-
ing or supplemental projects.

Subject to the agreement of all contracting parties,
the coordinating committee may also be charged with
other duties.

5.2. Four Pillars for Lusatia

The second part of our proposal for the establishment
of a Structural Change Fund concerns the division
and allocation of the total funding volume. The key
data of our proposal are as follows:

- Total funding: 100 million euros per year

- Duration: 15 years (2019-2034), with the option of
extending the project for a further 5 years in mod-
ified form.

- Four sectoral pillars, each of which is to receive
25 per cent of the total funding: business devel-
opment; academia and research; municipal and
regional infrastructure; and civil society. Funds
that are not withdrawn will remain available for
use in subsequent years, and funding can be trans-
ferred between pillars.

+ Pillar 1 - business development. Maintaining
Lusatia as an economic powerhouse and energy-
focussed region (installing one gigawatt of renewa-
ble capacity for every gigawatt of decommissioned
lignite-based capacity) and promoting innovation
(particularly particularly but not exclusively in new
energy and CO, technologies). The aim: to develop
economic structures that are no longer dependent
on lignite.

- Pillar 2 - promoting academia and research. Bol-
stering universities and research institutions in
the region, in part by founding a Fraunhofer Insti-
tute for the Decarbonisation of Industry. The aim:
to put Lusatia squarely on the map as a research
centre.

« Pillar 3 - developing and modernising municipal
and regional infrastructure. Rapidly improving
the area’s transport infrastructure (including the
Berlin-Cottbus and Gorlitz-Dresden rail links) and
rolling out high-speed internet. The aim: to ensure
the region has the most up-to-date infrastructure
possible.

« Pillar 4 - The Lusatia Future Foundation. Support-
ing a wide range of civil society initiatives in the
region, including in the areas of art, culture, local
traditions and social modernisation. The aim: to
raise the region's attractiveness.

Our proposal revolves around the distribution of
funding through a fixed allocation system. This
serves to reduce the risk of an unseemly scramble

for Structural Change Fund resources by compet-

ing parties. Our pillar-based model divides up the
Structural Change Fund into four clearly and trans-
parently defined sectors. The amount allocated to
each pillar will be determined in advance through an
official resolution on the establishment of a Structural
Change Fund for Lignite Regions. Once this resolution
has been adopted, the federal government will then
primarily assume a monitoring role in its capacity as
funding provider. It will only become active again if
the monitoring process reveals the funding has been
used inefficiently or inappropriately in an area falling
under the responsibility of the coordinating commit-
tee (comprised of representatives of the federal gov-
ernment, the affected states, and the four pillars).

The overall aim will be to ensure that the available
funds are used as efficiently as possible within the
four sectoral pillars, so as to leave behind transparent
and professional structures in the region. Under our
proposal, representatives from the affected sectors
are to be given an important role in allocating funding
within "their" pillars, alongside representatives of the
federal government, i.e. the funding provider.

Within each pillar, the available funds will be inde-
pendently managed and distributed. Each of the pil-
lars will be organised on the basis of similar criteria.
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One exception to this rule is the civil society pillar,
which will take the form of a foundation established
by the federal government. In this pillar, it will be
the foundation committee that will determine which
projects should receive funding, on the basis of its
charter.

In its capacity as the funding provider, the fed-

eral government will have a seat and a vote on the
committees of all four pillars, as will the state gov-
ernments of Brandenburg and Saxony. In all other
respects, the pillars will be organised in such a way
as to best represent the interests of those affected by
structural change in the region. In each pillar there
will be a steering committee representing all of the
relevant interests in that sector. These committees
will be responsible for assessing funding applications
and deciding which should be supported. The pillars
will therefore be internally organised according to the
principle that those with the relevant expertise in a
given area should have the primary responsibility for
deciding how funding is used within it.

To put this in concrete terms: representatives from
the private sector and economic policy makers will
decide how funds should be used for business devel-
opment; representatives from academia will decide
how academic and research funding should be used;
selected representatives from Lusatia's local author-
ities will set the priorities for regional infrastructural
development; and foundation committees with a
diverse make-up will decide which civil society ini-
tiatives should be allocated funding.

In the following, we shall describe the individual
funding pillars in greater detail. The project ideas
discussed below are based on discussions with
stakeholders in the region. They are to be taken as
examples of projects that could be financed within
the different pillars, i.e. as a rough sketch of how
successful structural change might look in the eyes
of regional actors from the spheres of business and
academia, and representatives of the local authorities
and civil society groups.

Four Pillar Model for the Lausitz Structural Change Fund Figure 6

Lausitz Structural Change Fund
100 million euros annually,
15 year funding period (2019-2034) with option for five year extension

Coordinating committee will be based in the region and composed of 12 members: 2 federal representatives,
2 representatives from the states Brandenburg and Saxony (1 each), and 2 representatives from each funding pillar.

Business
development

Municipal and
regional
infrastructure

Academia and
research

Civil society

Bolstering the economy
of the region as a
centre for industry and
the energy sector

Making knowledge
a driver of future
prosperity

Developing
21st century
infrastructure

Establishing a
Lausitz Future
Foundation
25 million euros p.a.* 25 million euros p.a.*

25 million euros p.a.* 25 million euros p.a.*

Authors’ figure * Unused funding should be transferable to subsequent years and funding should also be transferable between pillars.
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5.3. Pillar 1: Lusatia as an Industrial and
Energy-Focussed Region

In Lusatia, there is widespread agreement over the
direction the region's post-lignite economic develop-
ment should take: the various stakeholders are unan-
imous that the area should maintain its character as a
centre of industry and energy generation. They hold
that business development programmes and struc-
tural policies should focus on stimulating innovation
among local businesses and on fostering coopera-
tion and exchange between businesses and academic
institutions in the energy sector and beyond. It is
also widely held that relations with other economic
regions inside and outside Germany should be inten-
sified and markets should be strategically expanded.
Finally, great emphasis is placed on the importance of
maintaining and expanding the region's diverse eco-

nomic and industrial structure.

Numerous discussion papers from the spheres of pol-
itics and economics have offered variations on these
topics and proposals in describing Lusatia's post-coal
future.® Taken together, they show that the need for a
new process of structural change is no longer seri-
ously disputed. On the contrary, the papers’ authors
all express a readiness to help shape this change -
most recently, through the "gigawatt for a gigawatt”
scheme.

The latter was proposed at the beginning of 2017 by
two key representatives of the region's business sec-
tor, the chief executive officer of the IHK Cottbus and
the managing director of the Innovationsregion Lusa-
tia association. The aim of the scheme is to replace
every gigawatt of decommissioned lignite-based
energy generating capacity with one gigawatt of new
energy infrastructure. The proposal sends a clear sig-

80 Lange, H.R.; Kriger, W. (2017); Energieregion Lusatia-
Spreewald/Wirtschaftsinitiative Lusatia (2017);
Landtagsfraktionen Brandenburg und Sachsen der CDU
(2017); Landesregierungen Brandenburg und Sachsen
(2017); Landtagsfraktionen Biindnis90/Die Griinen
Brandenburg und Sachsen (2017)

nal that Lusatia is ready to play an active role in the
modernisation and transformation of its old energy
system into a system fit for the 215 century, and to
incorporate valuable local expertise in this transition
process. Structural change here consists in ensur-
ing that what currently makes Lusatia a key energy
region helps to make it a successful energy transition

region in future.

Various approaches to structural change have been
proposed from many different quarters, though these
differ little in their essential outlook. The proposals
presented in what follows are not to be considered
exhaustive, but rather as examples and illustrations

of possible approaches to structural change.

Lusatia as an Energy Transition Region of the Future
Even today, the dominance of the energy sector in
Lusatia is only partially concentrated in the region's
power stations and mining areas, and many propos-
als have called for the local economy to diversify into
other sectors. At the same time, they have stressed
that regional expertise in the energy sector should be
incorporated as far as possible into any new or exist-
ing growth markets. These proposals and projects
include:

- The renewable energy scheme ("1 GW for 1 GW").
This proposal recommends that any reductions in
fossil fuel power station capacity should be off-
set by the creation of an equivalent level of cli-
mate-neutral capacity, which should be built in
collaboration with medium-sized local businesses.
Lusatia's existing grid infrastructure will be a sig-
nificant advantage for this project. In addition,
future competitive bidding for the construction
of renewable energy capacity might also include
a special subsection for lignite transformation
regions, so as to spur additional renewable energy
development, which may end up exceeding one
gigawatt of new capacity for every gigawatt of
decommissioned lignite-based capacity. Further-
more, support could be provided for the establish-
ment of efficient wind energy and hybrid pho-
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tovoltaic facilities on decommissioned open-pit
mines, particularly if the grid connection were to
be jointly used by wind and solar units.

- A gas-fired combined heat and power (CHP) station
to cover the transitional period. In Janschwalde, a
gas CHP station with heat extraction facilities is
being built to replace the existing lignite-based
heat supply system for the city of Cottbus. This
new facility could potentially be driven by ever
greater quantities of climate-neutral gas from
power-to-gas stations.

- Energy storage. The development and installa-
tion of modern energy storage systems, which will
becoming increasingly important as the energy
transition progresses. These may include produc-
tion facilities for batteries, power-to-gas infra-
structure, flywheel energy storage to regulate elec-
tricity systems, or seasonal heat storage systems.

- Designating Lusatia as a model region, e.g. "Green
Lusatia’, or "Smart City Cottbus." This includes
developing an integrated power-heat-transport
energy supply by digitally linking the regionally
generated power and district heating supplies. The
initiators of this project at the Institute for Cli-
mate Protection, Energy, and Mobility have put
forward a regional energy proposal, whose legal
basis is initially to be secured by the experimental
clause contained in the SINTEG directive, which
was approved in May 2017. The aim of the project
is threefold: to establish a trading centre in Lusatia
for the region's green energy, to provide a mar-
ket for regional renewable energy producers once
the EEG funding has been phased out, and to bring
regionally controllable loads on to the market.

- Founding a centre of expertise on mine reculti-
vation. This is a proposal to commercialise the
expertise in recultivating mines (including for
other uses) that has been built up by the Lusa-
tia and Central German Mining Society (Lusati-
aer und Mitteldeutschen Bergbau-Verwaltungs-
gesellschaft — LMBYV) over the last two decades. It
has been suggested that this expertise could also be
useful to regions with a strong mining history out-

side Germany, should the energy transition gather
pace internationally.

Lusatia as an Innovative Region

As things stand in 2017, Lusatia cannot yet be con-
sidered an innovative region. This is a view con-
firmed by numerous scientific studies® and also
shared by many business leaders in the region. It was
largely in response to this situation that the Innova-
tionsregion Lusatia association (iRL) was founded in
2016. The long relationship that many medium-sized
supplier companies have enjoyed with the lignite
industry hasled to the development of highly spe-
cialised expertise. In light of the future decline of the
lignite industry in Germany, this expertise can only
be maintained by seeking out markets in other coun-
tries — at least for as long as the latter maintain their
lignite mining and electricity generation industries
(see above). On the basis of the current expertise in
the region, it has been estimated that 20 per cent of
Lusatia's businesses can be described as potentially
innovative. Nevertheless, only a fraction of these
have sufficient personnel and financial resources to
turn this potential into concrete projects and devel-
opment prospects. This is where the iRL comes in.

- The iRL sees itself as a key partner to SMEs (small
and medium-sized enterprises), particularly those
that have to reorient themselves in light of the
upcoming coal phase-out. The iRL's primary aim is
to help maintain industrial jobs and to ensure that
old industrial jobs are replaced by new jobs in the
industrial sector. It focusses on companies affected
by structural change and in its first year of exist-
ence initiated 87 structural change projects, some
of which were presented to the broader public.

In order to realise such projects and ensure that
they can develop autonomously in future, start-up
financing is often crucial; such funding could be
provided via the regional fund proposed in the
present paper.

81 Markwardt et al. (2016), pp. 69 ff.
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- In the Lusatia region, there are already some
activities devoted to advanced automation tech-
nologies. These are concentrated in the region's
large industrial facilities, which in addition to the
LEAG's open-pit mines and power stations include
facilities operated by BASF in Schwarzheide and

a number of paper factories and metal processing
centres. Another important focal-point for auto-
mation research is the Innovation Centre for Mod-
ern Industry (IMI) at the BTU Cottbus-Senftenberg,
with its chair for automation technology.

- Initiatives for new transport systems. Since most
transport is expected to be electric in future, pro-
posals in this area have stressed the importance of
developing relevant technologies such as stor-

age facilities and ultracapacitors. Individual show
projects such as the “Lusatiaer Seenland Combus-
tion Engine-free Area" are also expected to pave
the way for future developments, particularly
since they require the installation of the associated

- Drives to initiate and support the founding of new
businesses in Lusatia. These activities are to be
supported by measures to stem and ultimately
reverse the emigration of skilled workers from the
area.

- Developing Lusatia's connections with the nearby
metropolitan centres of Berlin, Dresden, Leip-
zig, and, across the border, Liberec and Wroctaw.
This proposal is a response to the increasing gap
between property prices in metropolitan and
peripheral areas.

- Developing local tourism. Although this is still a
relatively new economic sector for the region, it
already employs similar numbers of people to the

lignite industry. Pay in the former nonetheless

tends to be far lower than in the latter. Lusatia's key
tourism areas are the river Spree and the Lusatiaer
Seenland.

- Developing Lusatia's regional agricultural markets

by expanding the relevant logistic structures.

charging infrastructure, which can then be used by
cars, buses and e-bikes. Closing Remarks on the Business Development Pillar
Lusatia's energy transition is supported by a wide

Diversifying Lusatia's Regional Economy range of stakeholders in the region. Yet however suc-
- Economic diversification depends on the develop- cessful this transition is, it will not suffice by itself
ment of transitional and future proposals for the to offset the economic impact of the decline in the
former suppliers of Vattenfall's and EPH's lignite region's lignite industry. This gap can only be closed
facilities, who stand to lose more business at every by innovative approaches to industrial development
stage of the coal phase-out. "Innovation scouts” in and beyond the energy sector.
may help these businesses expand their markets
abroad and develop and market new products on Such projects are already emerging but will need
the basis of their existing expertise. The Structural to be further developed and given greater financial
Change Fund could also be useful here in assist- support. It should nevertheless be borne in mind that
ing such suppliers to look beyond their traditional even public initiatives supported by a Structural
horizons. Change Fund are not guaranteed to succeed. The same

- Where other businesses are concerned, new pros- is true of private initiatives and start-ups developed

pects can be opened up by more closely inter-
twining the activities of the region’s companies
and its academic institutions. The same holds at
the national and international levels. (It is cur-
rently rare for local business expertise to match
up with the research specialisms of the region's
universities).

in collaboration with or as offshoots of the regional
universities, which are treated in detail in pillar 2.82

82 Berger, W,; Schnellenbach, ]. (2017)
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5.4. Pillar 2: Academia and Research -
Driving Future Growth

Academic and research institutions have a long his-
tory of contributing to economic development and
facilitating new growth potential. Investing in such
areas is therefore crucial when it comes to promot-
ing successful regional and structural change. And in
contrast to state sponsorship of particular technol-
ogies or branches, the risks of investing in academia
and research are extremely low. This is why promot-
ing research and developing Lusatia’s existing aca-
demic and research environment is the second of our
four key pillars for successful structural change.

Inlight of the significant medium and long-term
benefits of investing in these areas, we propose that
a substantial proportion of the Structural Change
Fund should be devoted to the strategic develop-
ment of Lusatia's research environment, in order to
strengthen and expand the existing infrastructure in
this area.®

The starting point for this investment of course has to
be the region's existing research institutions, which
in both Brandenburg and Saxony have particular
specialisms in the fields of energy, transformation
and innovation research.®* BTU Cottbus-Senften-
berg resulted from the 2013 merger of the former BTU
Cottbus and Lusatia University. From the outset, it
has been known as an "energy university." The Zittau/
Gorlitz University of Applied Sciences® has simi-

lar research specialisms, as does the International
Institute (IHI) Zittau. The "Future Research Fields"

83 Berger, W.; Schnellenbach, ]. (2017)

84 Alongside investment in collaborative projects between
businesses and research institutions, which are intended
to strengthen the innovative capacities of the regional
business sector.

85 Particularly noteworthy is the TRAWOS Institute (for
Transformation, Housing, and Regional Development),
which examines transformation processes from a social
scientific perspective and has addressed the decarbonisa-
tion of Zittau's energy supply.

established at the BTU Cottbus-Senftenberg, which
include "Energy Efficiency and Sustainability," are
intended to play an important role in disseminating
knowledge and new technologies within the region.®

Despite the regional universities' research special -
isms, their heads' often active engagement in the area,
and their cooperation with institutions elsewhere,
Lusatia is still in need of a holistic strategy to help
orient its overall research development. Thus far, its
academic and research institutions have not been
explicitly tasked with helping to shape the region's
present and upcoming structural change processes.

Across Lusatia as a whole, there is an especially
strong need for non-university research institutions,
particularly in the areas of applied and market-led
research. Not one of the 80 independent institutes
operated by the Franhofer group, for example, is
located in Lusatia, and the region is almost com-
pletely lacking in other state-funded, non-university
research institutions. This is surprising insofar as
numerous studies have pointed to the region's frag-
mented yet nonetheless marked and diverse indus-
trial structure.¥” Since their economies and industrial
sectors have been dominated by the lignite industry
for decades,®® however, Brandenburg and Saxony
belong to a group of former East German states in
which very few new research institutions have been
founded in recent years - despite the existence of
comparatively high levels of funding for new univer-
sities.’®

In terms of its overall research outlook, then, Lusatia
is marked on the one hand by the relative dominance
of traditional energy and technology research, which
helps to finance its broader research programmes. On
the other hand, however, the region has already wit-

86 Wissenschaftsrat (2016)

87 Markwardt et al. (2016)

88 Stifterverband fir die deutsche Wissenschaft (2015)
89 Metzger, G. (2015)
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nessed a shift toward more forward-looking research
fields focussed on the development of sustainable and
efficient energy systems for a post-fossil fuel era. Its
future lies in part in the expansion of commercial col-
laboration programmes that address the new research
and development challenges generated by the energy
transition. Yet it is also crucial for Lusatia, whose
academic institutions have traditionally focussed

on energy research, to strive to play a key role in the
transformation of energy systems in Germany.

Alongside this intensification of commercial collab-
oration and applied research, however, it is no less
important to promote the strategic, forward-looking
development of Lusatia as an independent location
for research. One ambitious proposal for the region is
to establish Germany's first Centre for Energy Transi-
tion Research.

Promoting Research and Knowledge Dissemination
There are thus a wide range of academic and research
projects to which the Lusatia Structural Change

Fund could make a crucial contribution. These not
only include projects that compensate for the con-
sequences of structural change, but also those that

tie in with or extend existing projects, and those that
indirectly secure or enhance financing for existing
institutions.®

As with pillar 1, the following list of proposals should
be seen merely as illustrative rather than systematic
and exhaustive. These include:

- Securing financing for existing universities, pro-
fessorships and university-led innovation clusters
that have thus far been co-financed by the private
sector or lignite industry. These might otherwise
have to be scaled back or discontinued altogether

90 Though the federal Structural Change Fund certainly can-
not substitute for basic university funding on the part of
the federal states concerned, it can make up for deficits in
certain areas; see also Berger, W.; Schnellenbach, ]. (2017),
pp. 27-28

as a result of falling revenues and changes in cor-
porate policy under the regional mining industry's
New Owners.

- Developing and intensifying existing expertise in
the fields of: power-to-x technology, energy stor-
age, the provision of energy supply system ser-
vices, and the management of integrated regional
energy systems.

- Developing expertise in research areas that are not
directly concerned with energy/energy transition
technologies (such as the BTU Cottbus Senften-
berg's research on communications technology and
multi-parameter diagnostics).

- Providing Brandenburg's Innovation Center for
Modern Industry (IMI) at the BTU Cottbus-Senf-
tenberg with sufficient resources to act as a port of
call for businesses on the path toward digitalisa-
tion.

- Establishing "Future Research Chairs" at existing
universities.

Germany's Newest Research Centre

A further crucial task is to develop Lusatia into a key
location for research on the energy transition, climate
protection, and regional development, and in doing

so to generate a new sense of regional identity. The
following proposals are particularly important in this
regard:

- Establishing a Fraunhofer Institute for the Decar-
bonisation of Industry in Cottbus. Alongside the
phasing-out of coal, 0il, and gas in the energy
industry, managing climate change in the indus-
trial sector as a whole is set to become an enor-
mous challenge. In order to phase out production
processes that currently generate significant CO,
emissions, new solutions will need to be found
in power-to-x technologies and new production
methods. In building on the current research spe-
cialisms of the BTU Cottbus-Senftenberg, the new
institute would function as a centre for research
on the ecological and economic dimensions of a
decarbonised industrial sector. Global demand for
such applied research is set to rise significantly in
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future. In light of the scientific expertise already
concentrated in the region, Lusatia therefore has
the chance to become one of the leading research
centres in the sector.

- Founding a non-university research institute on
the transition to a post-fossil fuel era. Building on
the work of the Research Institute for Post-Min-
ing Landscapes (FIB) at Finsterwalde and the BTU
Cottbus-Senftenberg, the institute would act as a
centre for research on the technological, ecological,
and economic dimensions of the coal phase-out.
These are topics that are set to become increasingly
important in many areas of the world in future.

- Founding a non-university research institute for
demography and peri-urban areas in Gorlitz. As
transitional spaces between the countryside, for-
mer industrial and mining regions, and metropol-
itan areas, peri-urban spaces perform a complex
role. In industrial nations across the world, they
face significant challenges at the hands of demo-
graphic upheavals, migratory movements, ongoing
digitalisation processes, and the transformation of
industrial structures that have traditionally been
dominated by fossil fuels. In such cases, munic-
ipal authorities, regional planners, and operators
of public infrastructural facilities are faced with
the difficult task of shaping parallel transforma-
tion processes and stimulating endogenous growth
potential with the aid of limited resources and
outdated business models. The new, non-univer-
sity institute would be devoted to developing eco-
nomically sustainable solutions for such areas that
would bring together public, private, and commu-
nity initiatives. It could potentially work closely
with institutions such as the Zittau/Gorlitz Univer-
sity of Applied Sciences.

- Founding a federal academy for energy partner-
ships As part of its energy transition foreign pol-
icy, Germany's federal government has established
intensive energy partnerships with a range of
states. This has resulted in many delegations being
sent to Berlin. On account of its proximity to the
capital, Lusatia can function as an "energy tran-
sition laboratory,” showcasing energy transition

technologies and local transformation processes
to Germany's partners from around the world. The
primary goal of these partnerships is to promote
the expansion of renewable energy and to help
disseminate efficient energy technologies. Each of
these partnerships takes a different form, yet they
all involve significant bilateral exchange, con-
sultation, and peer-learning processes that bring
together representatives of governments, local
authorities, businesses, and civil society groups.

Closing Remarks on the Academia and Research
Pillar

Academic and research institutions in Lusatia are
faced with two competing demands, both of which
are made more difficult by the impending phase-out
of coal-fired energy generation. On the one hand, the
universities are expected to strengthen the region's
innovative capacities through the commercial dis-
semination of knowledge, while on the other they are
called upon to demonstrate academic excellence, so
as to enhance the attractiveness of the area in other
ways. These competing demands force Lusatia's
universities to attempt to bridge a gap that is only
widened by the present funding shortfalls. An inde-
pendent pillar addressing the needs of academia and
research is therefore a crucial element of the Struc-
tural Change Fund.

In practice, there will likely be project proposals that
could be financed by both the business development
pillar and the academia and research pillar. Such joint
financing should nevertheless be possible in principle.

5.5. Pillar 3: Infrastructure for the 21t
Century

Up-to-date public infrastructure is a necessary if not
sufficient condition of the long-term sustainability of
any industrial region. This holds not only for Europe
and Germany as a whole, but also for smaller regions
such as Lusatia - particularly when these are exposed
to, or wish to actively shape, a process of struc-
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tural change. Modern infrastructure makes every-
one's lives easier, and ensures the smooth running of
trade and industry. It also significantly increases the
attractiveness of an area.

This is why infrastructure projects are often used to
send strong signals and why they are so popular with
political decision-makers. They mark a new depar-
ture and tend to serve the population as a whole rather
than any specific interest groups or social segments
(unlike, for example, commercial innovation funding).

The Core Focus: Transport and High-Speed Internet
Lusatia is a small region surrounded by the metropol-
itan regions of Berlin, Dresden, and Leipzig and the
neighbouring EU countries of Poland and the Czech
Republic. It therefore goes without saying that its
transport links and digital connections with these
other regions are key to its successful future develop-
ment. Almost all regional demands on the federal gov-
ernment have therefore focussed on the improvement
of public transport and road and rail links with the
surrounding metropolitan regions, and the establish-
ment of modern digital infrastructure (i.e. high-speed
internet). The relevant proposals have differed only in
terms of their priorities.

Those concerned with the development of the regional
infrastructure have primarily focussed on improving
transport links with other regions. In a joint state-
ment, the governments of Brandenburg and Saxony
called for "extensive and well-developed transport
infrastructure,” which would help secure the medium
and long-term attractiveness of the region. To this
end, they called on the federal government to invest
"at a far greater pace" in "railway infrastructure,
motorways and digital infrastructure.”* %

91 Landesregierungen Brandenburg und Sachsen (2017)

92 Brandenburg's minister-president, Dietmar Woidke (SPD),
put this demand more precisely during the recent gen-
eral election campaign, when he called for a “three-lane
motorway from Berlin to the Spreewald triangle” ; see the
Leipziger Volkszeitung, 3rd August 2017.

Not all such infrastructure projects would need to

be (co-)financed by the proposed Structural Change
Fund. Infrastructure projects are of course primarily
financed by the federal government, with their details
being specified by the Federal Transport Infrastruc-
ture Plan. Nevertheless, additional resources from the
proposed Structural Change Fund may help to bring
such projects on line along more quickly.

Alongside the need for improvements to the regional
transport infrastructure and a faster digital infra-
structure roll-out, many local authorities are also fac-
ing difficulties in maintaining and developing exist-
ing regional infrastructure. This is mainly due to the
fact LEAG and its predecessor, Vattenfall, have paid
far less local business tax (Gewerbesteuer) in recent
years on account of their falling profits, and in some
cases have even claimed back advance tax payments.
In Lusatia's core industrial areas, the lost tax revenue
can add up to tens of millions of euros per year.**

In 2016, a number of Lusatia districts and the city of
Cottbus applied for funding in accordance with the
experimental clause of the joint federal/state scheme
for the improvement of regional economies (GRW).
The application, since approved, also addressed
infrastructural planning in the region, and explicitly
stated that the extremely difficult budgetary situa-
tion of a number of districts and the city of Cottbus
left "no financial leeway" for infrastructural meas-
ures beyond the local authorities' basic duties.**The
allocation of funds from the infrastructure pillar thus
aims to address this exceptional budgetary situation
and its knock-on effects for the funding of infra-
structural projects.

93 Schwartzkopft, ].; Schulz, S. (2015)
94 Banse, P. (2017)
95 Lusatia-Landkreise (2016)
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Rail Infrastructure Development Proposals

- Improving links with Berlin: Expanding the
Cottbus-Lubbenau rail link into a double-track
line and creating a direct link to Berlin's future BER
airport.

- Improving links with Dresden: Expanding the
Gorlitz-Bautzen-Dresden line and electrifying
the central North-South (Cottbus-Gorlitz-Zittau)
and East-West (Dresden-Gorlitz) lines as a first
step toward reconnecting Lusatia to the long-dis-
tance rail network. Speeding up the Cottbus-Dres-
den-Leipzig rail link.

- Improving transport infrastructure within Lusa-
tia: Developing transport links between Branden-
burg and Saxony in order to facilitate travel within
Lusatia itself. This has been hindered by the fact
that local public transport has almost exclusively
served to connect Lusatia with the major sur-
rounding cities.®®

- Improving cross-border links. Re-opening the
long-distance rail links between Dresden and
Wroctaw and between Berlin and Wroctaw. Use of
these lines is currently restricted to special week-
end trains, which has effectively cut Lusatia off
from the long-distance network.

N

Developing the Public Transport Network

- Ensuring basic public transport provision in rural
areas faced with ongoing population decline, and
optimally developing public transport provision
across the Lusatia region via cross-state agree-
ments.

- Developing an integrated transport strategy for
Lusatia as a whole in order to facilitate commercial
travel and enhance existing national and interna-
tional transport links. The aim of this proposal is
to optimise transport links for existing companies
and raise the region's attractiveness for companies

looking to relocate.”

96 Landtagsfraktionen Blindnis 90/Die Griinen Brandenburg
und Sachsen (2017)

97 Lusatia-Landkreise (2016)

Motorways

- Improving Lusatia's links with the national motor-
way network and developing multi-lane main
roads. The lack of motorway links with other
regions has been a particular issue in relation
to Lusatia's largest industrial site, the Schwarze
Pumpe industrial park near Spremberg, and has
been seen as an obstacle to attracting businesses
to the area. The area's transport links have been
historically shaped by the proximity of its lignite
power stations to the local lignite mines. There is a
particular need to improve links to the South (the
Greater Dresden area), the Southeast (the Czech
Republic) and the East (Poland).

Digital Infrastructure

- This includes rolling out high-speed broadband
infrastructure across the Lusatia region, as a basic
precondition of any future economic develop-
ment.%®

Closing Remarks on the Infrastructure Pillar
Alongside their very real practical value, infrastruc-
ture projects that improve links between peripheral
and metropolitan regions also have strong symbolic
value. Unlike many other large-scale projects (such as
the Lusatiaring), investing in infrastructure develop-
ment tends to be uncontroversial, since it is regarded
as preventing peripheral regions from becoming
dependent on metropolitan areas. Up-to-date trans-
port and digital infrastructure also helps to raise the
attractiveness of a region, both for the local popu-
lation and for businesses who wish to benefit from
lower cost structures. With improved digital infra-
structure and rail links (particularly to the new BER
airport), Lusatia would be brought closer to Germany's
booming capital, while enjoying much lower living
costs. Infrastructural development is therefore one of
the most important conditions of successful struc-
tural development.

98 Lusatia-Landkreise (2016); Landtagsfraktionen Biindnis
90/Die Griinen Brandenburg und Sachsen (2017);
Landesregierungen Brandenburg und Sachsen (2017)
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5.6. Pillar 4: The Lusatia Future
Foundation

Structural change in Lusatia cannot be successfully
implemented solely through traditional measures
such as adjustment assistance for those directly
affected, business development programmes that
incentivise investment, and infrastructural devel-
opment. These are basic necessities, yet what really
draws businesses and educated young people to an
area is the promise of a high quality of life, the oppor-
tunity for social engagement, and a thriving cultural
scene. In a nutshell: it is not business parks, but peo-
ple, that really drive regional development. Students
who finish their studies at the BTU Cottbus-Senften-
berg will only want to stay in the area if they feel it
offers them a vibrant social and cultural life.

All of the above social and cultural factors enhance
an area's quality of life and strongly influence its
inhabitants' sense of belonging. And when people are
deciding whether to stay, return, or move to a region,
it is also these factors that they look to in order to see
what life there might be like.

Alongside business and innovation development,
greater research funding, and up-to-date regional
infrastructure, Lusatia therefore also needs a fourth
pillar to really make a success of its structural change
process. This pillar will need to address the wide-
spread desire to participate in and help shape the
region's future among the local population. It should
also address the social rifts that have developed in
recent decades between those employed in the lignite
industry and those who have lost their homes due

to forced relocations. In confronting these divides, it
may gradually help to overcome them.

These goals can best be achieved through the gradual
transformation of the old into the new via a range of
initiatives, projects, and start-ups that raise the area’s
attractiveness - both for its existing population and for
new arrivals who wish to work and live in the region.
It is now time for the good intentions on all sides to be

turned into a positive new reality for the region as a
whole. And this is the second reason why our proposal
requires a fourth pillar addressing the needs of civil
society. Maintaining Lusatia as an industrial region
requires emigration from the region to be slowed, if not
reversed. But in order for this to happen, Lusatia will
first of all need to be made more attractive. This can
only be achieved through greater participation in civil
society initiatives, the elaboration of a new regional
identity, and, if not a roadmap, at least a prominent
public debate on Lusatia's post-coal future.

Adopting an idea that has already been put forward in
this nascent debate, we propose that the fourth pillar
of our Structural Change Fund should take the form of
a Lusatia Foundation.®® Such a foundation will be able
to address a range of structural change issues.

- As an independent pillar of the Structural Change
Fund with a fixed annual inflow, the foundation
will ensure that an adequate share of the available
resources is allocated to civil society initiatives.

- It will help lay the groundwork for a lively civil
society in which ideas that enhance the attractive-
ness of the region and its quality of life can flourish.

- As afoundation it will receive a guaranteed annual
sum, regardless of the volume of project funding it
awards each year. This annual allocation will be used
on the one hand to establish an endowment fund,
and on the other to support projects, small, innova-
tive businesses, and other such initiatives that have
been assessed and approved by the foundation.

- The foundation will be allocated 25 million euros
per year. In the initial phase of the Structural
Change Fund's existence, there may only be a rel-
atively small number of civil society initiatives
capable of realising meaningful projects. At this
point, the foundation may see relatively low cash
outflow. Funds that have not been allocated, how-
ever, will help to grow the foundation's endowment
fund and can then be drawn upon in later years.

99 Lidtke, H. (2017); Landtagsfraktionen Biindnis 90/
Die Griinen Brandenburg und Sachsen (2017)
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The decision to develop the fourth pillar in the form
of a foundation will therefore mean that civil soci-
ety groups do not have to rush to develop as many
projects as possible in a short time in order to avoid
losing out on the available funding or see it reallo-
cated for other purposes. Over the course of time,

the foundation should aim to gradually increase the
volume of resources allocated to project funding. This
will help to prevent any initial difficulties and disap-
pointments, since it is crucial to ensure that the civil
society initiatives driving structural change are able
to constructively and sustainably utilise the funding
they are allocated.

Furthermore, as in the other three pillars, the pro-
jects, organisations and businesses supported by the
foundation should aim to be self-financing. As far as
possible, only projects that should fulfil this condi-
tion within the foreseeable future should be allocated
funding.

A foundation of this kind is badly needed in Lusatia,
which has Germany's lowest per capita number of
non-profit foundations.’®® It will greatly strengthen
the region's capacity to quickly and directly promote
social and educational initiatives. Furthermore, it
could play an important role in encouraging inde-
pendent initiatives and social engagement among
new businesses and in the areas of urban develop-
ment and cross-regional collaboration. Establishing a
federal Lusatia Future Foundation would significantly
help to redress the lack of strong civil society struc-
tures and non-profit foundations in the region.

The proposed Future Foundation could either func-
tion as an umbrella organisation for three distinct
regional foundations in Germany's main coal-min-
ing regions, or it could be developed as a purely
Lusatia-oriented foundation. In either case, such a
foundation would allow local civil society initiatives

100 For more on the distribution of non-profit founda-
tions across Germany, see the Association of German
Foundations:www.stiftungen.org

to stimulate structural change in Lusatia and remain
a driving force in its development. The long-term
growth of the foundation's endowment fund will also
ensure that it can continue to support the region after
the lignite phase-out and make an enduring contri-
bution to raising quality of life in Lusatia.

It will focus on achieving what cannot be realised
through infrastructural expansion, business devel-
opment and research funding alone, and will thus
supplement the other three pillars of the Structural
Change Fund. In concrete terms, the foundation's pro-
ject funding will help support and stimulate cultural
initiatives, voluntary service programmes, urban and
regional development, and environmental and social
work. Its overall aim will be to enhance quality of life
in a region that will remain dominated by the energy
industry, while having shed its fossil-fuel past. This
in turn will raise the attractiveness of the region as a
whole and slow or even reverse the ongoing emigra-
tion of its workforce.

Prospective Initial Projects Include:

- Promoting participation in regional develop-
ment and initiating a long-term discussion on the
region's future.

- Supporting art and culture in the region, e.g.
through film, theatre and music festivals, and cul-
tural events.

- Supporting civil society-oriented start-ups (in the
areas of agriculture and forestry, traditional crafts,
tourism, and so on).

- Supporting Landsmannschaften (welfare and
cultural associations), the Sorbian minority, and
cross-border initiatives.

- Supporting initiatives concerned with local culture
and Lusatia's cultural and technological history.

- Promoting initiatives by villages threatened with
relocation, environmental and climate activists,
and groups with particular experience in associ-
ated areas, such as churches.
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- Establishing links with other mining regions and
developing opportunities to exchange experiences.

- Supporting programmes to share successful exam-
ples of structural change, even beyond national
borders.

Closing Remarks on the Lusatia Foundation

The Lusatia Foundation that is proposed under this
fourth pillar truly distinguishes the Structural Change
Fund from other investment programmes of the past.
The foundation will seek to elaborate a collective
vision so that the conflicts of the past give way to a
structural change process from which a new Lusatia
can emerge. The foundation will thus act as a light-
ning rod for efforts to shape the Lusatia of the future.
It will not only support civil society projects in the
cultural domain but will also be active in a wide range
of other areas, so as to appeal to those who also wish
to do business or launch start-ups in the region. In
order for the foundation to meet the high expecta-
tions placed upon it, it will be essential for its com-
mittee to reflect the diversity of the region and enable
consensus to emerge.
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6. Summary: Looking to the Future

Our plan for a Lusatia Structural Change Fund should
be understood as a proposal — one that is first of all
addressed to the people of Lusatia themselves, who
are coming forward in ever greater numbers to help
shape the region's future. But it is also addressed to
political actors at the federal level, and particularly

to Germany's new government, which will need to
actively guide the transition from fossil-fuel technol-
ogies to a renewable energy system. The four pillars
of our Lusatia Structural Change Fund - business
development, academia and research, infrastructure,
and civil society — were developed based on intensive
and in-depth discussions with stakeholders from the
region. They serve to consolidate these discussions
into a consensus-based, workable structure.

In its upcoming legislative session, the German
Bundestag should make every effort to move from
abstract discussions on climate policies and targets
to concrete measures that can be implemented from
2019 onward. These measures should address both
climate protection and structural change. At Agora
Energiewende, we have called for this process to be
based on a broad social consensus. Only in this way
can a reliable foundation for planning be guaranteed
for all concerned. A reliable foundation for invest-
ment decisions is essential for Germany to make the
most of the economic opportunities presented by
the energy transition. Yet every effort must also be
made to ensure that structural change in the affected
regions leads to a rise in employment and quality of
life, rather than the opposite. Our Structural Change
Fund for Lignite Regions aims to achieve these goals.

What matters now is not to revive the quarrels of the
past but to focus on actively shaping Lusatia’s future.
In doing so, we can give rise to a structural change
process that will not be collectively remembered as

a traumatic rift, but that will allow regional actors
themselves to prepare Lusatia for the structural and
demographic challenges of the 21 century.
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