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Executive summary

This project is the result of territorial negotiations between ThyssenKrupp, the
local metal workers union IG Metall and the local authorities in the face of the
closure of the last steel mill in Dortmund, the Westfalenhitte. The restructuring
caused a public private partnership between ThyssenKrupp, McKinsey and the
city of Dortmund to come up with an overall concept for both urban and business
development. This concept was linked to former studies of the local business
development on cluster formation.

Due to the cooperation with McKinsey and an in-depth restructuring of the
department of business development in Dortmund, the initiative can be
considered as an important strategic decision for the future of industrial politics
in Dortmund.
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1 Abstract

The aim of this paper is a brief introduction to the approach of the dortmund-project. This pro-
ject is the result of territorial negotiations between ThyssenKrupp, the local metal workers union
IG Metall and the local authorities in the face of the closutre of the last steel mill in Dortmund,
the Westfalenbiitte. The restructuring caused a public private partnership between ThyssenKrupp,
McKinsey and the city of Dortmund to come up with an overall concept for both urban and
business development. This concept was linked to former studies of the local business develop-
ment on cluster formation.

Due to the cooperation with McKinsey and an in-depth restructuring of the department of busi-
ness development in Dortmund, the initiative can be considered as an important strategic deci-
sion for the future of industrial politics in Dortmund.

This case study has come about within the framework of the project “Monitoring Innovative
Restructuring in Europe — MIRE”. The project is being conducted in a collaborative venture
involving the IPG — the Institute for Psychology of Work, Unemployment and Health at the
University of Bremen and the IAT — the Institute for Work and Technology in Gelsenkirchen. Its
aim is to identify innovative approaches to restructuring from a European perspective and, in
addition, to organise an international exchange and transfer of knowledge and know-how. MIRE
is being promoted as an innovative measure under article 6 of the ESF. The project began in
January 2005 and is coming to an end in November 2006.

In order to achieve this goal

e National networks of experts are being set up in the participating countries (France, Belgium,
Great Britain, Sweden and Germany). These networks are to be linked up with each other in
the course of the project;

e To this end, case studies are being catried out in each country in order to document respec-
tive “good practice” in restructuring processes.



2 Introduction

The economic background of Dortmund and the dortmund-project can be described as a radical
decrease of employment in the traditional sectors of the city. This relates to the decline of several
industries, brewery, steel, and coal mining that has begun in the 1960es and led to about 80,000
jobs being lost. A significant company restructuring in the end of the 90es, the closure of the
traditional steel works Westfalenbiitte, resulted in approximately 5,000 layoffs. This restructuring
was the beginning of a closer cooperation between the owner, ThyssenKrupp and the local au-
thority concerning local business development. ThyssenKrupp funded an expertise worked out
within a public private partnership (ppp) between the city of Dortmund and McKinsey & Com-
pany in 1999 and 2000. This ppp was the basis for the implementation and enforcement of the
dortmund-project. Finally the expertise became a very detailed and cluster based overall concept
for both business and urban development, which was worked out up to a huge number of pro-
jects on the operational level.

The official project launch took place in June 2000, funded for a ten-year period. Under the ban-
ner of “A New Dormund” its most ambitious objective was the creation of 70,000 new jobs until
2010; the main instrument was to invest and build up new industries in high-tech and new econ-
omy sectors. After five years, an evaluation of the project’s successes showed that the project did
not succeed in terms of achieving the envisaged employment growth. Due to the crisis of the new
economy and contrary to the project prognosis the core sectors information and communication
technologies (ICT), micro system technologies (MST) and e-logistics did not work as “job en-
gines” for the local labour market.

An additional objective of the project was the promotion of business start-ups. The project
aimed at increasing local competitive advantages for start-ups and assist new companies settling
in the area. Belonging to the latter objective, the initiative “start2grow” has become one of the
most successful instruments within the dortmund-project, and in many respects the initiative can
be seen as an innovative way forward. It can be characterized as a combination of both regional
and supra-regional promotion of entrepreneurship, it is also a combination of network building
and founder’s contests, and lastly it is embedded in the sectoral strategy of the dortmund-project.

As a start the case study “A new Dortmund? Coping with Restructuring on the Territorial Level”
gives a brief overview of the main characteristic of the region (section 3). Afterwards (section 4)
it focuses on the story of the dortmund-project from its roots in the 1990ies till 2005, by which
point the project had been running for half of the envisaged length of ten years. An example of
good practice — the approach of “start2grow” — is added here as well to detail one aspect of the
complex overall schedule of the dortmund-project (section 5). At least the paper ends with some
conclusions (section 6).
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figure 3).

...and Dortmund

With approximately 600,000 inhabitants Dortmund is one of the ten biggest cities in Germany
and currently the biggest one of the Ruhr District. Compared with the regional economy, the city
of Dortmund has a specific basis for its local economy. The specificity is the so-called Dortmund
climax consisting in coal, steel, and beer brewing, which has led to Dortmund’s former industrial
motto: “brewing more than 7 million hectolitres of beer, producing more than 7 million tons of
coal, melting more than 7 mil-

lion tons of steel” (Rottger, Fig. 3: Employment by sector in Dortmund
2005, p. 6). 45
1960 70 80 90 97 2003
Similar to the development in 40
the Ruhr District as a whole, 35 —
Dortmund has faced a radical 30
industrial decline in its core 25 —
sectors. From 1960 to 1997, 20
employment in mining de- 15 —
creases about 13.6% per year, 10
steel 7.0% and brewery 6.0% 5 | I h
per year (see figure 4). The 0 I || 1o m " m
biggest brewery of Dortmund Coal Mining Steel Production Beer Brewing
was demolished in 2004, and Source: McKinsey 2002, Kiipper 2005, own calculation

since 2001 steel “is no longer

produced in Dortmund itself.

The last furnace has seen its fire extinguished” (Dérre et al, 2002, p. 60). The closure of Dort-
mund’s last furnace took place at “Westfalenhiitte” on April, 28® 2001; the decomissioning was
part of the restructuring that triggered the dortmund-project — as we figure out in chapter 4.2.



4 The Story of the dortmund-project

4.1 Brief History of Business- and Employment Development in Dortmund

The story of the dortmund-project began in the mid of the 1990ies. Starting point was an exten-
sive debate about the reorientation of the local business and employment development policy.
The debate was caused by a set of circumstances, which is in general — as shown below — not
Dortmund-specific. Nevertheless the project is caused by local characteristics; reasons are on the
one side the new head of the department of business and employment development (Wirtschafts-
und Beschéiftigungsfordernng Dortmund — WBF-Do), who was very convinced that there was an urgent
need to reorientate and modernize the municipal business development department. On the
other side the network of social actors’ provided a fertile ground a debate regarding potential
changes and actions. Thus the starting position can be summarized as follows:

e At first, the focus in industrial politics discussion has changed in the 1990s towards a concept
of competitive regionalism (Dérre et al, 2002, p. 59). The idea behind this concept is that re-
gions have to identify and develop their specific strengths to cope with the global competi-
tion — regionalism is seen as a complementary development to the process of globalization
(Kipper & Rollinghoff, 2005).

e Based both on well-known best practices (e.g. Silicon Valley, Bangalore) and on theoretical
and empirical works (e.g. Porter, 1990; Porter, 1991), cluster strategies have become an im-
portant integral part in many regional business development plans. The basis assumption
concerning cluster formation is that the ability for innovations is much more decisive for the
economic development than technical knowledge; the existence of a “home base” (Porter,
1990, p. 19) is also a precondition for respective companies. Based on Porter regions cannot
be competitive in all sectors, thus a regional focus on specific core competencies is needed.

e The conceptual change had been anticipated by the actors’ network of Dortmund. In times
where old sectors are disappearing altogether, an approach focusing on new and growing
industries must be judged as very attractive. This leads to another aspect, the economic devel-
opment of Dortmund by sector, as shown in chapter 4.3: The former basis of the local econ-
omy and therefore the business development — steel and coal — has been very quickly extin-
guished and did no longer exist. Hence the orientation towards new sectors and new areas of
competence was a logical consequence.

e The new economy hype is an additional and also important background for the search for
new potential sectors, which was at its peak level in the end of the nineties. And indeed, the
sector of information and communication technologies (ICT) was linked to big economical
expectations in Dortmund (Rehfeld & Wompel, 1999).



What are the local results of the debate
that has taken place in Dortmund?

Consensus orientation in Dortmund
e The first result was a change of the
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. ,, . and logistics.

dortmund consensus” emerged in the post-war

period, based on social democratic party politics, e The debate made it clear that a new
local coal and steel companies and lastly potent concept was needed to improve the
trade unions (Rollinghotf 20006). image of the business location of Dort-

: . . A mund was needed. The negative
Nowadays important actors of social politics in

picture of a coal and steel location
Dortmund are e.g.

should be shifted to a more attrac-

e The department of business and employment tive and competitive image; the
development of the city of Dortmund, change might be achieved in the

e the regional branch of the Federation of Get- long run by showing how the old
man Trade Unions (Deutscher Gewerkschaftsbund and new could be usefully com-
-DGB), bined to provide a “basis for the fu-
ture achievement of the profile of

e the Chamber of Industry and Commetce, Dortmund” (Rehfeld & Wompel,
e the Chamber of Crafts, 1999, p. 16). Afterwards the image-

y . building competencies of Dort-
he Empl > A f the Metal In-
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dustry, .
sectors insurance,
o the Social Research Institute of Dortmund sports/recreation, and infrastruc-
ture.

e The debate also triggered an in-depth restructuring of t business and employment development department
itself. The former organizational separation of employment promotion and business devel-
opment was appreciated as disadvantage; hence the restructuring aims at a deeper linkage of
these two fields of the department.

Two decisive changes followed in 1997. The first action was the separation of the WBF-Do from
the city council and the transformation into to a municipal company, which means the local de-
partment has become more autonomous. Simultaneously the budget of the WBF-Do was in-
creased by the city of Dortmund.

A second step was the launch of the project “Innovationsschwerpunkte in Dortmund” — “New
Innovation Systems in Dortmund”. The scientific project was realized by the Institut Arbeit und
Technik in 1997 and 1998. Its main tasks were both the identification of sectors with growth
potential and the creation of an economic overall concept for Dortmund. A statistical analysis on
the one side, qualitative personal expert interviews with innovative companies and related institu-
tions on the other side provided the methodical basis for the scientific recommendations.

The primary result was the identification of three “innovation systems” of Dortmund: ICT, mi-
cro system technologies, and logistics. These lines of business have been chosen due to five rea-

sons (Rehfeld & Wompel, 1999, p. 91f).



e Dortmund has higher than average functional density in these sectors. This means a high
number of businesses and a broad diversity of functions within the connected value chains.

e ICT, micro systems, and logistics have a supra-regional meaning — e.g. shown by an over-
average presence on fairs or symposia.

e The development of employment and the sectoral founding activities are high compared to

the German average.
Fig. 4: Unemployment Rates, Ruhr District, Germany,

and Germany (West), 1990 - 2004
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e Implementation of a control-
ling system to observe the local sectoral development';

e Business profile for the local area was revised to improve the promotion of the business loca-
tion. Logically the sectors ICT, Microsystems and logistics play a key role with regard to the
local economy.

Following the concept, the Dortmund’s business scene can benefit positively from the predomi-
nance of SMEs, the University of Dortmund with 5.000 students of computer sciences, and — last
but not least — a vast array of land by former industrial sites, which is available to new businesses
from potential sectors. But neither the IAT study nor the work of the WBF-Do itself are as de-
tailed and holistic as the later work which was generated by the partnership between McKinsey
and the city of Dortmund.

4.2 Implementation of the dortmund-projekt

In the respect of the evolution of business development politics in Dortmund, the dortmund-
project is a decisive step. It means that Rehfeld & Wompel’s (1999) concept of “innovation sys-
tems” has been enhanced by developing a political framework to real cluster building politics.
Roughly speaking, it can be divided into three steps: (1) the concept was based on an in-depth
analysis of clusters in the local economy and, (2) a precise operationalization in form of a large
number of detailed projects, and (3) a prognosis on the impact on the local labour market.

But first of all to the starting points of the project. The implementation of the dortmund-project
is closely connected with the merger of the big steel groups Thyssen AG and Friedrich Krupp
AG in 1997. The foundation of the new group, ThyssenKrupp AG, led to the relocation and

! The controlling system was based on an annual local survey, due to lacks in the official employment statistics.
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concetration of steel works capacities from Dortmund in the Eastern Ruhr District to the Rhine
Area in the West. This strategic restructuring was referred as the beginning of the “last period of
pervasive structural change” in Dortmund (Kipper, 2005, p. 1). One of the consequences of this
relocation was the closure of the most traditional steel works in Dortmund, the Westfalenbiitte, by
its new owner, the ThyssenKrupp AG.

The announcement of the restructuring by ThyssenKrupp led to interminable negotiations about
the effects for the regional development. This debate took place between ThyssenKrupp, WBE-
Do and the local metal workers union, IG Metall. The management of ThyssenKrupp finally
agreed on a public-private-partnership project and announced a contribution of nearly 2 million
euros. The concept was based on the former model of location development in Wolfsburg,
where McKinsey conceived a similar concept in association with a “ppp” financed by Volks-
wagen.

ThyssenKrupp provided the means to pay consultants of a “renowned consulting firm” (Réh-
linghoff, 2006) — McKinsey — to cooperate with people of WBF-Do and ThyssenKrupp for dura-
tion of nine months.

The final result was the over-all concept called “Strengthening the economic capacity of Dort-
mund by selective development of high-growth economic clusters” (Kipper, 2005, p. 6), a com-
prehensive paper that built the grounding for the dortmund-project.

The paper proposed the implementation of a project provided with a stable project organization
and financing. A monitoring procedure was also included to continuously validate the project
during its running period of 10 years, from 2000 to 2010. This long-time promotion is an impozr-
tant factor in terms of developing an “organising capacity” within the regional structural policy,
which has a decisive impact on the local business development (Kiipper & Roéllinghoff, 2005, p.
8).

Similar to the former IAT study the concept follows the strategy “strengthening the strengths” in
the local economy. Hence the paper identifies three sectors with an existing basis in the local
economy and a high potential of economic growth in Dortmund. The former work of the IAT
with its identification of potential clusters has since then been modified to a minor degree; lastly
the core sectors of the dortmund-project have been defined as software and IT, micro system
technology, and — enforced by the WBEF-Do after controversial discussions within the project
group — e-logistics. These three “leading sectors” were the basis of most of the activities within
the dortmund-project.

4.3 Overall-objectives of the Project and its Structure

The Objectives

The dortmund-project aims both on an overall-concept of urban development and a cluster-
oriented approach of local business development. Thus it can be seen as a trial of linking local
business development with town planning activities — against this background the project is often
described as a holistic system (e.g. Kiipper, 2005).

The project can be divided into several “fields of action”.

e The development of potential sectors in the local economy (as described above: MST, ICT,
logistics resp. e-logistcs), and the development of infrastructure for the local knowledge based
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economy. This means e.g. the implementation of a network for occupational training for the
new economy, the extension of Dortmund University in ICT.

e The creation of new companies and start-up promotion in the key sectors (see section 5), but
also the extension and modernization of “old” core sectors, like insurance and finance indus-
try, health and energy.

e The development of old-industrial areas into business parks with sector-specific provisions
that are compatible with the demands of the new service sectors.

e The development of high-level

housing areas, linked with new Fig. 5. New Jobs by Sector )
(as scheduled by the dortmund-project)

industrial estates, as expressed

by “E-City Dortmund” — which | ! | ICT Sector 34,000
is the label of the overall- | Il | Micro system technologies (MST) 16,000
concept of urban development | Logistics and others 10,000
in Dortmund. IV | Secondary effects of the job growth in I - 11l 10,000
e Implementation of a stable | v | Total job growth 70,000

project organization and admin-
istrative body, communication and project controlling, and the development of local man-
agement capacities within the area of cluster development.

An important and very ambitious objective within the project aims directly on the labour market:
the creation of 70,000 jobs within 10 years (see fig. 5) — a political target that was only partly
based on a scientific analysis. As we describe in section 4.4, the interim target to be achieved by
2005 was the creation of 12,000 local jobs due to the dortmund-project. The official result, esti-
mated by the dortmund-project itself, was 6,700, which means a lack of 5,300 or 44%.

A second objective in the beginning of the project was the bisection of the unemployment rate
(16.6% in 2002), but this objective was already abandoned from the official communication dur-
ing the first project year.

Project Implementation and Organigation

The city council of Dortmund decided to implement the project in June 2000. It started off with
a staff of 18 employees and an annual budget of 5.0 million Euros. An important decision to
mention is the fact that the project was separated organizationally from the employment devel-
opment WBF-Do: The dortmund-project was build as a new and department of its own within
the municipal administration of Dortmund.

e One reason for the organizational separation was the idea that in order to create a new cul-
ture of working and an innovative atmosphere, hence a new organizational unit was needed.
The idea was inspired by the cooperation with McKinsey and their particular culture, but it
was also deemed necessary due to the particular attitude of a public authority as the WBF-
Do. Consequently most of the employees within the new authority were recruited from the
external labour market or were absorbed from McKinsey.

e City-internal politics and conflicts were another reason. In this respect the creation of a new
department might have been considered competition to the “older” WBF-Do.

The decision of implementing a new department did not lead to a success story: The conse-
quence of the separation was a process of ongoing restructuring and balancing between the two
departments, dortmund-project and WBF-Do, which — amongst others — had a negative impact
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on the working atmosphere. Finally the departments were merged in 2005; afterwards the former
head of the dortmund-project becomes the new head of the WBF-Do. Against this background
the restructuring was deemed as an acquisition of the WBF-Do by the dortmund-project.

Networking and Participation with regard to the Project Structure

The embedding of the dortmund-project in networks is a typical example of the particular con-
sensus orientation in Dortmund. Thus networking is an integral part of the organization chart of
the project. On the strategic level all decisions are discussed by the steering committee. Members
of this semi-annual meeting include company representatives, organizations and associations, and
scientists in leading positions. A smaller project board that meets on a monthly basis supports
this committee.

With regard to both steering committee and project board Rottger (2005, p. 10) attests the
Dortmund case a distinctive culture of participation on the strategic level, especially with regard
to the role of trade unions. But their influence decreases from the strategic to the operational
level of the project. On this latter level the structure of the project is both complex and semi-
private, mostly depending on private companies in the areas of infrastructure (e.g. e-port dort-
mund GmbH, MST factory Dortmund GmbH) and founding activities (e.g. TechnologieZen-
trumDortmund, BioMedZentrum, Electronic Commerce Center). As being private companies —
co-financed as public-private-partnership by means of a municipal foundation — these projects
are comparatively independent: “The management controls the course” (ibid: 10).

4.4 Interim Results of the Project in 2005

The targets of the project should be achieved by the realization of a huge number of sector spe-
cific projects, particularly in private legal forms — as shown above. With just one exception, all
projects scheduled by the project have been realized (Réllinghoff, 2006).

Despite the successful accomplishment of the project schedule the dortmund-project did not
manage to achieve its objectives, which can be shown by some quantitative indicators. It became
obvious that the general objectives concerning the local labour market were too ambitious: The
most prominent figure of the project was the creation of 70,000 new jobs till 2010, with a half
time objective for 2005 of about 12,000
. . jobs. The interim result concerning job
Fig. 6: Unemployment in Dortmund i _ k

creation, as published by the project

itself, was 6,700. Using the data of the

60.000 Unemployed 25 annual reports of the project, the em-
@==O===inemployment rate .
50.000 20 ployment numbers are even decreasing
20.000 q\'_’“/u/ in the new core sectors — from 26,416
157 employees in 2001 to 25,843 in 2005.
30.000 %

According to the rate of unemploy-
ment, the project aimed at bisection
within 10 years. The estimated impact

on unemployment was a result of a
rather complex mathematical model. It

2 Logistics only core areas without setvice providers and wholesale services; data for logistics and 2000 not available.
Source and details about the methodical questions of sectors building: WBF-Do 2005, dortmund-project 2004.
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was produced by McKinsey, using several data like local gross value added, inhabitants, commut-
ers, employed, and unemployed persons (Rollinghoff, 2006). Réllinghoff concluded that the “re-
lations between both employment development and unemployment numbers resp. rates are in
practice more complex and discrete as statistical cybernetic calculation schemes suggest”.

Contrary to the McKinsey algorithm, the rate of unemployment increased in Dortmund within
the first half of the project (fig. 6), from 15.5 % in 2000 to 16.6 % in 2004 and lastly to 19.6% in
2005. The last rise can be attributed to changes in the calculation of the unemployment rate in
the course of Hartz IV regulations. Already in the beginning of the project the objective “bisec-
tion of unemployment” was no longer part of the official communication — a comprehensible
decision according the real curve progression of unemployment as shown by fig. 6.

Several reasons seem to explain the negative results. The first one is the political nature of the
overall objective “70,000 jobs” — the definition was a result of both calculation model and discus-
sion process between McKinsey and city of Dortmund before the official project launch. As a
result the figure was linked to political aims: It should trigger commercial optimism within the
population and local economys; it should also demonstrate the high ambition of the dortmund-
project.

The “scientific side” of the economic prognosis was based furthermore on a rapid development
of the new economy sectors. As is generally known, the crisis of the new economy begun imme-
diately in the first years of the project. As a result, the model overestimated the job effects con-
cerning the new economy and it did not take the complexity of a local economy into account.

Sectoral Employment Development: ICT, MS'T, and Logistics

Due to both the negative development of the new economy and the political background of the
objectives it comes as no surprise that the sectoral growth was below the benchmark of the pro-
ject. Fig. 7 shows the growth of total employment in the core sectors of the dortmund-project.

Fig. 7: Total employment and annual growth rates by sector
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Begcha'ft\gung fr'\rri/:nmg Dortmund-—2005 ® -0,04

e Both ICT and logistics have decreasing numbers of employment. Concerning ICT and an
annual growth rate of -1.3% (2004) the situation is comparable to the entire sectoral devel-
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opment in Germany (-0.9). The local decline of employment numbers in logistics is, however,
above average compared to the general trend in Germany.

e MST is the one new which is still of relatively small dimensions (fig. 7). But it is also the one
core sector which is characterized by a continuous positive development and annual growths
rates from i.e. 6.6 % (2001) to 14.6 % (2003).

Due to the start-up activities of the dortmund-project, the number of local business start-ups is
comparable high in the target sectors. The activities take place in a separate project, the founders’
competition “start2grow”. It will be described in the following section 5.
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5 A Project Example: The start2grow approach
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Fig. 8: Screenshot of the start2grow business plan tool.

Source: ht’tp://\V\V\V.slurtng\V.dc

The creation of new companies and the promotion of start-up activities are core objectives of the
dortmund-project. Due to the overall concept, most of the activities concerning founding activi-
ties aim at the development of the core sectors ICT, MST and e-logistics. In 2001 the start-up
initiative was launched under a banner of its own: “start2grow”. The concept was based on the
former work of the McKinsey Group. The initiative consists of two main instruments, on the
one hand a coaching concept for new entrepreneurs and a founders’ contest on the other hand.

o The coaching concept is the first pillar of the start2grow approach; it aims at building up a net-
work in Dortmund, to achieve a consultancy system that is free of charge for local entrepre-
neurs. The main idea was to implement a network of voluntary, non-paid coaches who sup-
portt local start-up companies. The approach focuses on the acquisition of local professionals
who are willing to support new or young companies voluntary — so-called “business angels”.
In terms of the quantitative development the approach succeeded — in-between the
start2grow network contains more than 600 voluntary business angels with a high variety of
experience, i.e. marketing, sales, taxes, human resources, IT, etc. (2006 statistics). There are
some critical concerns that relate to the coaching concept as it focuses primarily on securing
quantitative results. The perception shared by the critics is that only the number of “business
angels” counts, but not the quality of coaching provided and the relationship of the coaches
to the entrepreneurs as “customers” of the start2grow service.

Another part of the coaching concept is a mentoring system for entrepreneurs. This system
shall assure a long-term cooperation between (experienced) business professionals and
(young) entrepreneurs. The coaching concept also includes a system of broad and profes-
sional information for start-up companies, like brochures or training programmes. Further-
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more there are particular software and business tools available for download from the
start2grow website as well as an online coaching area.

e The second pillar of start2grow is the founders’ contest, an incentive for professionalising busi-
ness plans of start up companies. In contrast to the coaching and consultancy concept, the
contest works on a supra regional level. As being part of the dortmund-project, it also takes
into account the strategic sectors of Dortmund; hence it is divided into three parts: two sec-

tor specific contests — I'T and micro

Fig. 10: Company start-ups due to start2grow technologies — and an additional

Kind of competiton IT  MST Open Sum sector-free one. All contests take
I I - Itoll place annually, including two dif-
Dortmund 46 5 47 08 ferent awards: One is an award for

1 t i 1 ith
North-Rhine Westphalia elementary business plans with a

(without DO) 69 maximum prize of EUR 2.500; and
Outside NRW 57 the secon§ award is g'lven for in-

depth business plans, in the latter
Total 85 13 96 194 case the prize money is up to EUR

30.000.

What is the outcome of start2grow so far? All start2grow founders’ contests from 2001 until
2004 could mobilize 3.385 participants in 1.390 teams, who submitted 652 elementary and 438 in-
depth business plans. All in all 194 companies have been founded due to start2grow, most of
them within the sector-open contest (96), 85 companies according to the I'T contest and 13 start-
ups of the micro system sector (dortmund-project 2004). The total number of employees of the
194 start-up companies is 751 (ibid.).

Despite the fact that the contest follows a
supra regional approach, the biggest effect
can be found on the local level. In total, 98
companies have been founded in Dortmund,
which led to the creation of 363 jobs. The
result is that nearly 50% of the economic ef-
fects of the contest are noticeable in Dort-
mund itself. Only 27 business foundations or
13.9% are located outside of North-Rhine
Westphalia, thus the start2grow approach has
a clear regional impact. Fig. 9: ,,Howerver where you get your ideas, we
make the real” - part of the publicity campaign of
start2grow.
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6 Conclusions

The dortmund-project counts as a lighthouse project of business development and that not only
in the Ruhr District. Its prominent role could be traced back to the unique “starting point” which
was caused by the ambition to create the huge number of 70,000 jobs despite worsening struc-
tural economic problems in Dortmund.

The project’s objective concerning job growth worked to its advantage during the first phase of
the project in terms of motivation. The plan was to create jobs by fostering a rapid development
of the core sectors ICT, MST and logistics, thus, with the global crisis of the new economy, the
situation changed in the further course of the project.

The real growth in Dortmund’s core sectors might be an open question. However, at this stage
half through the project it becomes obvious that the new economy does not play the appreciated
role as an engine of employment. The disappointing results are partly due to the initial, yet inac-
curate prognosis regarding future market developments on which the employment figures were
based. Nevertheless the project was created in times of the new economy hype, and the expecta-
tions concerning job growth within the core sectors were not found to be realistic.

Nevertheless the dortmund-project — as a holistic approach — represents an impressive effort and
enhancements of business development in Dortmund. The overall concept is based on a scien-
tific and empirical analysis, it contains the identification of target sectors, the definition and op-
erationalization of projects in a very detailed way and last but not least the prognosis of employ-
ment growth due to the project activities and economic development.

In this respect and besides the outcome in terms of the target volume, the creation of the dort-
mund-project has a decisive impact on the development, the structure, and objectives of business
and employment development in Dortmund — with both strengths and weaknesses.

e The implementation of the project and particulatly the cooperation with McKinsey led to a
broad professionalizing of business development in Dortmund on various levels, particularly
in terms of the increased competence in the fields of analyzing the local economy, project de-
velopment, and — on the operative level — in the implementation and realization of projects.
Also the particular working methods and culture of McKinsey led to a unique “spirit” shared
by the project group, which led to significant advances and progress concerning project de-
velopment and implementation (Réllinghoff, 20006).

e One consequence of the cultural transfer from McKinsey to the project team relates to im-
provements in the field of communication and marketing. On the one side, the focus on
communication obviously leads to a gain in competence which is reflected in the quality of
project’s publications, internet presentation, event marketing etc. On the other side the
stronger focus on communication caused several reproaches: the project policy was criticized
for spending too much money on agencies for communications designs. Secondly, critical
voices complain about the qualitative change and the turn to more short-term projects, com-
bined with a focus on quantitative results. Particulatly the strengths of the former WBF-Do
are by and by abandoned due to strategic changes such as the coherence of employment and
business promotion, the development of “good work” in long-term projects that can’t be as-
sessed in quantitative terms.
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The strict focus and the calibration of all projects on the core sectors ICT, MST and logistics
has resulted in a number of benefits and advantages: e.g. it gives the overall concept and the
project schedule transparency and “sharpness”. Not least the example start2grow had shown
the conceptual strength of the overall concept and the role as a key success factor — but even
in this project the most successful part is the sector-open one. In this respect the case of
dortmund-project demonstrates the hazard of a strong principle: the outcome of most of the
projects depends on the economic growth in three sectors. Particularly qualification and in-
frastructure activities are risky and fail, if the target markets do not emerge as estimated.

In terms of entrepreneurship promotion, the case of the dortmund-project can be presented
as good practice. The start2grow activities represent an important means to provide support
to start-up companies in Dortmund. start2grow is therefore not an isolated approach. Being
part of an overall concept is an important aspect of the start2grow activities. According to the
sector specific strategy of the framework, the possibility of being “sector open” becomes a
key success factor for start2grow: Most of activities in the foundet’s contests are sector-open,
followed by founders within the I'T segment.

Another innovative aspect is the combination of regional and supra regional activities — pro-
motion of local networking combined with a supra regional contest. It seems to be a particu-
lar result that despite the contest being regionally open, the start2grow activities have a defi-
nite impact for the economy of Dortmund.
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