














Economic conditions differ strongly between Germagions, e.g. regarding productivity and
unemployment. Map 3 illustrates exemplarily for esmar 2004 the productivity (measured as GDP
per employee) and the unemployment rate of Westm@er regions. Regarding economic
performance, Germany is characterised by a SoutthNtivide, and clusters of high productivity
around the considered cities (except Berlin) whatk especially pronounced around Frankfurt,
Stuttgart and Munich. Furthermore the map indictib@és unemployment varies considerably across
space. In West Germany, regions in the so call@ugebiet and in the North East near to the New
Laender have very high unemployment rates whilangheyment in the Southern part of Germany is

relatively low.



Map 3: Productivity and unemployment rate in 2004
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There are striking correlations between region@nemic conditions and attractiveness of regions
respectively cities for migrants. On average, aiorég cultural diversity is greater the higher
productivity is (see Figure 1). The outlier on tbp is the rural district of Munich and on the baottis

the city of Bottrop, which is in the Ruhrgebiet. difibnally, the cultural diversity is high in regie
with comparatively low unemployment rates (see Fed).

Figure 1: Correlation of productivity and cultudaversity, 2002
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Figure 2: Correlation of unemployment and cultutigersity, 2002
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To sum up, Germany is a rather diverse economiustzape. The illustration of the spatial dimension
of cultural diversity has made obvious the regiodahension of socio-economic integration of
foreigners. Of course, other things being equabodinities for successful economic integration of
foreigners are better in those regions which exhiavourable economic conditions, i.e. high
productivity and wages as well as low unemploymeates. The other way round, economic
opportunities in potential destinations of migraate an important aspect of migration decisions
attracting migrants to the economic successfuloregi Regional labour market conditions play a
decisive role in this context. This is reflectedthg fact that foreigners are strongly concentrated
South-West Germany, especially in the dynamic agglated regions with comparatively low
unemployment rates. Specifically, cities attracgmants. In the year 2004, 20% of Germany'’s foreign
population of 7.3 million people have been livimgthe six biggest German cities which are therefore
at hand for analysing Germany’s diverse labourdarcmore detaif.On average, almost every tenth
worker in highly agglomerated regions has a foragizenship. Among the low skilled it is even
every fifth worker, whereas the share of highlyllekii foreign employees is generally lower with op t
5.1% (see Burkert et al. 2007). In the following widl have a closer look on the demographic and
economic situation of these cities — serving asndicator regarding their future attractiveness for

migrants — as well as on the labour market intégnadf foreigners in these cities.

4. German cities: demographic and economic facts

4.1 Demographic characteristics

Table 1 contains selected figures about the derpbgrastructure and development of the six biggest
cities in Germany. These are Berlin (3.3 millionkabitants), Hamburg (1.7 millions), Munich (1.2
millions), Cologne (969 th.), Frankfurt (646 thndaStuttgart (590 th.). Recently these cities exhib
different population dynamics. While the populataiFrankfurt (-0.5%) and Berlin (-2.4%) has been

decreasing since 1995 the other cities denotewatiyraf population.

German cities are to largely different extents ueficed by foreigners. The highest shares of
foreigners can be found in Stuttgart, Munich anankfurt where more than 20% of the residents are
foreigners. The other three cities have a sharreigners below 20% which is especially low in
Hamburg (14.1%) and Berlin (13.4%). Compared t@ofuropean cities German cities are up to now
relatively less affected by the internationalisatid societies and labour markets. To compare: 0%
the population in Amsterdam is not Dutch and 29%Lohdon’s inhabitants are foreigners (see
Brauninger and Stiller 2005). Besides a comparhtileeral immigration policy of the Netherlands
and Great Britain, this might also be explainedh®y quality of local economic factors, e.g. relaly

low unemployment, which attract foreign employees.

® Data from the German Federal Statistical Offic620
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Table 1: Demographic indicators

Berlin | Cologne | Frankfurt | Hamburg | Munich | Stuttgart
Population, 2004 3,387,82869,709 | 646,889| 1,734,83Q,249,176 590,657
Foreign Population, 2004 454,545 168,483 139,413 4,404 | 297,692 140,27
Population share of 13.4 17.4 21.6 14.1 23.8 23.7
foreigners, 2004
bagration balance 1995101 57,100 | 13,600 6500 | 117,700 3700 9.4
Population growth 1995 to
2004 -2.4 0.4 -0.5 1.6 1 0.9
Population density, 2004* 3,799 2,393 2,605 2,297 ,024 2,848

Source: Federal Statistical Office Germany 200k utations IAB and HWWI
* Inhabitants per fm

The demographic situation of German cities is {B@®rmany’s as a whole marked by low birth rates
and rising life expectancy. Both imply an ageingha# labour force and the population. Whether the
population and the workforce will decrease durimg ¢oming decades depends to a high degree on the
dimension of migration directed towards the citi€@rman cities have been exhibiting positive
migration balances in the time period from 1992084 (see Table 1). Population forecasts of the
BBR’ are based on the assumption that the migraticenbalfor the considered cities will also be
positive until 2020. In relation to the populatiGize the effect of international migration on
population development is assumed to be compahatihigh in Hamburg contributing to growth of
workforce and population (see Figure 3). The BBRedast implies future growth of population as
well as of the labour force for the considerecesitxcept for Berlin. However, generally forecasis
only give an idea of future demographic developménaicial for population forecast are assumptions
regarding future economic conditions since those decisive for internal and external migration
flows. Yet, if for example Berlins labour marketneiitions will strongly improve it might become

more attractive for migrants which could resulamunexpected population growth.

" Federal Office for Building and Regional Plann{BBR) 2006
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Figure 3: Development of population, workforce amigration, 2002 to 2020
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4.2 Economic devel opment and labour market

There are significant differences between the gitiencerning gross domestic product per capita and
productivity (see table 2). Regarding GDP per eafie figures show that Frankfurt is ranked at the
top position, whereas Berlin takes the lowest réukthermore, figure 4 exhibits that the developmen
of the GDP per capita differs strongly between thiees. While in Germany the GDP per capita
increased by 5.9% from 1996 to 2004, Cologne apdaaslly Berlin denoted a decline in per capita
gross domestic product. In contrast, the GDP ppitaagrowth of Munich and Stuttgart was larger

than the national average.

Table 2: GDP per capita and productivity, 2004

Berlin | Cologne | Frankfurt | Hamburg | Munich |Stuttgart

Productivity (GDP pe
employee)

GDP per Capita 23,460 40,577 74,118 45,210 53,233 56,915

-

51,679 62,429 81,336f 75,279 71,843 72,813

Source: Federal Statistical Office Germany 200 utations IAB and HWWI.

Furthermore, table 2 indicates that Frankfurt eshighest productivity within the group of the big
cities, followed by Hamburg and Stuttgart. The tietdy low productivity of Munich surprises, but it
has to be considered that Munich’s periphery hasustanding productivity of 120,842 €, which is
the highest within Germany. Despite the fact thatliB is the capital of Germany, it is the city it

the lowest productivity within the considered grolipis can be explained by structural change due to
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German unification. As a result of subsidy reduttmd transformation processes in the eastern part,
2/3 of the employment in the industry dropped a{s®e Brauninger and Stiller 2005). In addition,
figure 4 shows that the productivity growth of rigagvery considered city was smaller than the
national average growth rate in Germany. While alvgaroductivity in Germany increased by 13.9%
from 1996 to 2004, cities like Berlin only denotedmall growth or in the case of Cologne even a
marginal decrease. While the productivity growth Hémburg and Munich nearly matches the
national trend the data shows that Stuttgart denatdisproportionate strong growth of productivity
during the last years. However, the regional ecoaasituation matters to a large extent for the

economic integration of foreign employees in Germisins.

Figure 4: Growth productivity and GDP per capitd9a to 2004
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The development of employment is mapped in figurexzept for Berlin all cities lie around or above
the national trend of 3.6%, while Cologne exhibiteemarkable strong growth in employment during
the period 1996 to 2004. Berlin had to face a gtrdacrease of employment which can to a large

extent be explained by a strong decline of emplatritethe construction sector.
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Figure 5: Growth of the labour force, 1996 to 2004
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The share of the population ready for actively ipgrating in the labour market - the labour force
participation rate - is an indicator for the labdoirce potential. Table 3 shows that Stuttgart, Min
and Frankfurt have the highest labour force paiton rates, while Cologne is characterized by a
relatively low labour market participation of itshiabitants. Furthermore, the figures show that the
relative low overall participation rate in Cologmainly seems to be influenced by a low ratio of-sel
employed people. A comparison of the figures anbegcities shows that foreign employees who are
not liable to social security play a crucial role e labour market like doctors, lawyers, arcli#tec

and artists. This is especially true for Frankfurt.

Table 3: Labour force

Berlin | Cologne | Frankfurt | Hamburg | Munich |Stuttgart
Working population 2002¥1,546,800 634,900 600,200 1,050,600 938,400 468,400
Labour force participation
rate 2002+ 74.2 71.7 74.7 73.5 74.8 75.8
Employees liable to socidly 496 058 455,767 291,330 762,497 618,210 265,969
security 2004***
Employment share of *
high qualified employees 1311 134 16.8 11.7 19.7 19.4
services 84.8 84.3 87.7 83.7 80.6 75.0
industry 8.9 11 8.3 11.5 15,6 20.1
Overall employment****
share of skill-intensive 5.7 0.8 12,3 53 138 222
industries
share of skill-intensive 46.7 37 412| 454 371 297
services

Source: *Federal Statistical Office Germany 2000BBR 2007; ***Federal Employment Agency 2007,

**** Eurostat
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Regarding the qualification of the employees whe lgble to social security, table 4 shows that
Munich and Stuttgart have the highest share of eyels with tertiary education. Hamburg has the
lowest share of highly qualified employees, whigkiclear location disadvantage in an economy with
an increasing importance of science based attaitsmédtogether, structural change towards the
service sector is very advanced in some citieslllrtities except Stuttgart more than 80% of the
employees are employed in the service sector. Rrginkhich is a national centre for banks and
insurance companies and shelters the German skatlarge exhibits one of the highest shares of
employees with tertiary education. Stuttgart taGasa special position by having a relatively high
share of employees in the manufacturing industhjickvis characterized by the automotive industry
(Mercedes Benz AG, Porsche AG) and various mediusiness companies which produce power
tools and electrical equipment. Also Munich hasebative highly share of employment in the
industrial sector (especially aerospace and auieenaitdustry) whereas in Frankfurt and Berlin the
employment in this sector is very low. It becombsious that the three cities with the highest share
of high qualified employees (Munich, Stuttgart &renkfurt) also exhibit relatively high productiyit
According to this Stuttgart, Frankfurt and Municte a&haracterized by a sound mix between skill
intensive services and industries, while Hamburg) Barlin have a very high share of employees in

the skill-intensive service sector, but almost mpyment in skill intensive industries.

To sum up, economic conditions strongly differ bedw Germany’s biggest cities resulting in very
diverse opportunities for economic integration ofeigners. Besides differences in productivity the
cities vary concerning their share of employeesaha liable to social security in the labour foecel
their employment share in skill intensive serviaad industries. While the first fact indicates thelf-
employed people play different roles in the cititee last fact points out that the cities adapted
differently to past structural changes. In thisteahespecially Stuttgart, Munich and Frankfurtreee

be well prepared, whereas Berlin will have to s@ume serious challenges.

5. Economic integration of foreign employees in Germanities

At present, there are strong disparities regardimgg relevance of foreigners and diversity for the
economy of German cities. First of all, the Herihtindex indicates a huge variety regarding caltur

diversity of the labour force between cities (dgarke 6). Frankfurt, Stuttgart and Munich have gyve

diverse labour force with a high share of foreignptoyees, whereas for Hamburg and Berlin the
index ranges close to the mean (0.10). These higparidies can be explained by the different
economic developments of the cities, which hadchgerct on the settlement decision of foreigners. An
economic boosting city has an advantage in attrgdibreign employees from different countries.
Besides this, cities like Stuttgart are characterisy a strong demand of foreign labour, whereeal lo

companies already in the mid of the 1950s tookirilimtive and hired labour migrants from southern
European countries. As a consequence of this, dheigher share in the region of Stuttgart was

already in the 1960s around 11%, which is above dtieal national level (see Plahuta 2007).
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Additionally it can be assumed that network migmatieading to growth of ethnic groups already
living in a city, played a minor role in Munich, tgart and Frankfurt in comparison to the other
cities. This can be caused by the fact that thiews to these cities were mainly characterised by

classical labour migration.

Figure 6: Cultural diversity in German cities
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Disparities regarding cultural diversity are alsflacted in the employment share of foreignersctvhi
ranges from 8% in Berlin to slightly above 17% wafkfurt, Munich and Stuttgart (see table 4). The
dominant groups among foreigners in all cities auekish employees whereas their share differs
between the cities. In Cologne and Berlin aroungh4ff all employees have a Turkish nationality
while their employment share is substantially lovreithe other cities. What else is striking is the
relatively low share of workers from EU-15 amongeign employees in Berlin in comparison to
Frankfurt, Munich and Stuttgart with more than 36P&£U-15 nationals.
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Table 4: Share of foreign employees 2001

Berlin | Cologne | Frankfurt | Hamburg | Munich |Stuttgart

share of foreigners 719 125 17.2 9.2 16.6 16.9
Thereof: EU15 | 158 270 3200 213 305  37.8
ex-Yugoslavs 12.8 7.2 15.7 12.0 24.6 24.6

Turks 354 42.1 211 27.4 16.0 18.6

other Europe 13.9 6.5 6.6 11.8 11.5 7.4

Africa 5.1 6.7 8.6 7.6 3.8 24

America 3.4 1.7 4.2 3.0 3.1 15

Asia 13.0 7.8 10.9 15.7 9.3 6.9

Others 1.1 1.0 0.9 1.2 1.2 0.8

Source: IABS 01: working force liable to social gaty (for detailed information see Hamann et 802),

calculations IAB and HWW
Labour market participation, unemployment as wsllveages of foreigners can be considered as
indicators for their economic integration. Additaly, employment of foreigners differentiated by
sectors illustrates specific regional patternsatiolr market participation of foreigners. From aepu
economic perspective, the participation of forergnén the labour markets of cities is mainly
influenced by two aspects: the quality of laboysmwy of foreigners on the one hand and quantity and
quality of labour demand on the otfdbue to various factors the qualification structafdoreigners
as well as their social and cultural capital mayprggly vary between cities. This implies different
opportunities for economic integration and potdndaonomic effects of diversity. Also labour
demand may strongly differ between cities due tonvgin disparities and regionally differing economic
sector structure. l.e. in some of the cities stmadtchange towards skill-intensive services isyver
advanced while some of them still have a significaanufacturing sector which occupies a high
employment share. Regarding both aspects — thdfispmaeality of labour supply of foreigners in the
different cities on the one hand and their labowarket integration on the other - we find strong

disparities between German cities.

It is striking that in the less diverse cities —nitaurg and Berlin — a relatively low share of forei
employees belong to the tertiary education cate¢geeg Table 5) while around 45% of the foreign
population in Stuttgart and Munich délowever, these are also the cities where the fipalon level
of the whole labour force is relatively high comgaduto the other cities: While around 20% of the
employees in Munich and Stuttgart hold a univerdaggree only 12% in Hamburg and 13% in Berlin

do so. From this we can conclude that on averagetialification requirements to match the labour

8 In addition there are a number of political meastthat can help to improve the labour market gipetion of
immigrants (e.g. anti-discrimination laws, languaigéning and skill enhancement).

® By comparison: in Germany 16.3% of the employeasehno vocational education, 61.2% possess a
professional education, 9.3% have tertiary edunaditd 13.2% are not specified.
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demand in Stuttgart and Munich are comparativei h his can be to a large extent explained by the

relatively high share of skill-intensive industriesMunich and Stuttgart.

Table 5: Educational background of foreign and Germmployees 2004

Berlin Cologne | Frankfurt | Hamburg | Munich Stuttgart
in %

For. Ger.| For. Ger.| For. Ger.| For. Ger.| For. Ger.| For. Ger.
Not specified 471 21.932.3 14.7/32.2 15.6/39.1 19.6/24.8 13.8/ 19.4 8.7
without
vocational 23.7 12.7| 29.6 16.5| 28.8 11.6| 26.1 11.9| 33.1 12.3| 349 12.4
education
With vocational | o g 55 0| 316 57.1| 31.2 54.5| 27.7 56.4| 32.3 52.4| 36.9 57.6
education
Tertiary 8.3 13.4| 65 11.7] 7.8 183 7.1 121 9.8 215 8.9 21.2
education

Source: Federal Statistical Office 2007. Workingcéoliable to social security, calculations 1AB aAd/WI.
*technical college or university deg

We find in all of the considered German cities ghheducational gap between foreign and German
employees which is most pronounced in StuttgartMuadich. The data shows moreover that the share
of employees with no education information is witkine group of foreigners almost two times bigger
than for Germans. Furthermore it should be mendprtieat the high share of foreigners without
vocational education or no specification can pasdyexplained by the fact that qualifications acephi
abroad are not generally acknowledged in Germahgs& employees for which this is true appear in
the statistics as workers without vocational edooabr no specification despite having one. Fos thi
reason we cannot assess the exact magnitude & thesshares. However, we can despite this
statistical problem state that on average the emuckevel of foreigners is lower than that of Gams

and that there are obvious disparities regardiagytialification background of foreigners between th

cities.

Additionally, age structure distinctly differs beten foreign and German employees (see Appendix
1). Compared to the German average foreign empdostee overrepresented in the age class between
16 and 30 years while they are underrepresenttdtkiage class between 45 and 65 years. This could
be explained by the fact that foreigners have @rane a relatively short period of education shei t

they on average enter the labour market at areeadie than Germans.

Table 6 shows that the variety between the siegitioncerning unemployment is vast. Munich and
Stuttgart exhibit the lowest unemployment ratedwipproximately 6%. The unemployment rates of
Frankfurt and Hamburg are below the national awerag well (10.5%), whereas Berlin has an
unemployment rate nearly three times higher thamittu In all the cities unemployment of the

foreign population is much higher than among therntd® population. It ranges from an
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unemployment rate of foreigners of 12.6% in Muniohan unemployment rate of 37.6% in Berlin.
However, although unemployment of foreigners exse#dte unemployment rates of Germans,
foreigners are integrated to much different extémthie labour markets of the respective citiesilgvh

Munich, Stuttgart and Frankfurt offer relativelyagblabour market opportunities, foreigners aredace

with extremely large problems of labour market gnégion in the rest of the cities.

Table 6: Unemployment rate and number of foreigth@erman employees 2004

Berlin Cologne | Frankfurt | Hamburg Munich Stuttgart
For. Ger. | For. Ger. | For. Ger. | For. Ger.| For. Ger| For. Ger.

Working
population in 84.3 1,113.7/56.2 340.1/60.1 201.9/69.5 608.7/113.1 459.4/54.4 190.3
tsd.

Unemployment

rate* 376 18.2/234 11.1/151 8.5(20.2 99 126 6.0/13.2 6.3

Source: Federal Employment Agency 2007: workingddiable to social security; * calculations IABcaHWWI

Regarding the distribution of different economictses, we find a similar pattern for foreigners and
for Germans (see Appendix 2). In Cologne, FrankfBtuttgart and Munich foreigners are slightly
overrepresented in the manufacturing sector whil8erlin and Hamburg their share in the service

sector is higher than among the German population.

Beneath even having a job wages are an indicatoedonomic success of foreigners. In all cities,
most foreigners earn less than 60 Euros per day aidkem belonging to the wage class up to 30
Euros (see table 7). In the wage class betweem@®1120 as well as in the wage class ranging from
121 to 150 Euros foreigners are instead underrepted. With respect to average income there are
striking disparities between the cities. Averagdydacome ranges from 57.8 Euro in Berlin to 74.6
Euro in Frankfurt where the average income of aifprer is almost as high as the average income of
a German employee in Berlin. On average foreighave a relatively high income in Germany’s most
diverse cities. This can, on the one hand, be @gaaby the higher average qualification level of
foreigners in these cities as well as better lalmoanket opportunities there. Additionally, for assiag
disposable income real wages are relevant. On g@ecasts of living are higher in these cities \hic
can be captured by the rent levels. On averagg,dbestitute one third of household spending (see
table 7).
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Table 7: Daily wage of foreign and German employal

Berlin Cologne Frankfurt | Hamburg ‘ Munich ‘ Stuttgart
Employees in the respective wage class in % amployees
For. Ger.| For. Ger, For. Ger. For. Ger. For. GeFor. Ger.
1-30 47.2 279 379 25.6/ 28.7 17.5 38.8 255 31.6 227 32.1 23.0
31-60 28.4 21.3| 244 15.4| 26.0 12.3| 30.0 16.3] 24.2 12.6| 204 12.6
61-90 14.4 23.4| 19.4 22.0| 21.2 186 17.4 22.1| 22.6 18.4| 22.7 183
91-120 5.7 14.3| 11.8 17.0] 128 19.2| 7.9 17.1] 124 17.7) 159 17.6
121-150 43 131 6.6 200 11.3 324, 6.0 19.00 9.2 286/ 89 286
total 100.0 100.0{100.0 100.0{100.0 100.0{100.0 100.0;100.0 100.0/100.0 100.0
mean | 57.8 79.4| 69.1 90.5| 74.6 102.4 625 86.1] 725 96.3] 743 95.4
std.dev. 42.7 52.0| 52.3 62.3| 46.8 59.2| 40.1 52.6| 454 58.3| 49.4 575
Rents*, 5.7 7.4 7.2 6.7 8.8 7.5
2006

Source: IABS 01: working force liable to social sety, calculations IAB and HWWI

*Source: IVD Wohn-Preisspiegel 2006/2007, Eurompé&rmedium housing quality
A key element determining the attractiveness oégifor foreigners are economic perspectives. One
element of these are the labour market optiongtiddren of foreigners already living in Germany.
The above shown poorer situation of foreignershim labour market can be explained by a lower
endowment of the so-called “guest workers” with lwnncapital (see Granato and Kalter 2001,
Plahuta 2007). The question rises if the disadgmstdor the employment of foreigners disappear
once a vocational training is done in Germany. &hgr the transition into the labour market after
having finished the apprenticeship is of great ingoace, because if disadvantages in the employment
history are experienced at this point they normedlgnot be caught up in the life course (see Rietri
and Abraham 2005).

Figure 7 indicates the chance for labour markedgrgtion, i.e. the chance of finding a job, of ygpun

foreign people who have finished an apprenticeghiermany in the year 2000. The integration
chances for all apprentices in West Germany aravenage 71% and for all apprentices with foreign
nationality on average 66%. With exception of Benvhich has a dramatically low integration rate of
37% and Hamburg (59%), the employment situatioryéamg foreign people in the cities after having
finished apprenticeship is better than in Germanyawerage, and is nearly as good as it is for
Germans. Summarising this issue, the German aj@ship system seems to contribute positively to

labour market integration of foreign young pedfle.

1% For detailed information about foreign apprentite&ermany see Haas and Damelang (2007).
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Figure: 7: Share of foreigners and Germans findifgp after apprenticeship 2000
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6. Conclusions

The future development of cities will be increagingnfluenced by advancing globalization,
internationalisation of labour markets and ongastigictural change towards the service sector and
knowledge-based economic branches. For the econsmucess of the “Cities of Tomorrow”
traditional location factors will lose further impance while the endowment with highly qualified
labour will become crucial for their growth perspees. Demographic trends will entail labour
shortages in the coming decades especially regardighly qualified workers due to increasing
demand. Migration towards the cities, from abroad ather regions of the respective countries, is
decisive for reducing potential negative impacttabbur shortages. At the same time migration from
abroad enhances cultural diversity and internalignavhich might positively impact regional
economic development. Especially creative actiwittand skill-intensive branches are supposed to
offer high growth potential for cities (see KEA 200 This trend will enhance the demand for
qualified labour. Additionally, the economic intagpon of skilled foreigners and corresponding
growth effects might also improve job opportunitfes unskilled workers due to complementarities

between these production factors.

When looking across the borders it becomes obvtbas currently German cities are much less
international compared to cities such as LondoArmosterdam. This could constitute an impediment
for participating in the future growth potentialintreasing internationalisation of economic atit.
For being successful in international businesgooifrse, cultural diversity can also be considered a

relevant location factor. This is also true for tedative position of German cities as destinatiohs
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international migration. The potential of networkgnation is ceteris paribus higher for cities athga
having a relatively high share of foreigners initip®pulation since access to ethnic networks resluc
the costs of migration. In this perspective, Gerrogies seem to have a location disadvantage in the

Europe-wide competition for migrants contributingie reduction of labour shortages.

Nevertheless, diversity is already a relevant featf Germany’s biggest cities and their economies
that can be assumed to gain importance in thedutdowever, while the same future trends are
relevant for the development of all German cithesirt current cultural diversity strongly differshis
also holds for the experiences on the cities” lesgarding the integration of foreigners in soeiatl
economic life. At present there are distinct digtfees regarding the integration of foreigners i th
regional economies. From this perspective FrankiMunich and Stuttgart seem to be better prepared
for coping with these challenges and also for s@adi the chances of ongoing internationalisation of
labour markets. Handling diversity could contribtdeviden economic disparities between the biggest
German cities, especially regarding labour markét@ames which currently strongly differ regionally.
Cities exhibiting a relatively high share of fone@gs and relatively high cultural diversity, whiake
Frankfurt, Munich and Stuttgart, have distinctlywkr unemployment rates of foreigners and
Germans. Additionally, wages earned in these citidéy foreigners as well as by Germans — are on
average higher than in the cities of Berlin, Hangbamd Cologne. Furthermore the results have shown
that Germany’s most cultural diverse cities ar® dlwose cities having a comparable low share of

foreigners without vocational education.

However, from our merely descriptive analysis wewrmd draw any conclusions regarding the
relationships between cultural diversity and ecoicatkevelopment. Nevertheless, there are empirical
studies implying that diversity might be considetedhave direct positive impact on development of
cities due to enhancing productivity as well asativity. Additionally migrants might constitute

complementary production factors to the domestmufation, at least in certain branches.

In this context it is important to stress the fiatt location decision of foreigners within a cayrdre

not only related to economic conditions but alseciéd by the level of tolerance and openness in a
region (see Florida 2004). Besides the attituddeflocal population this is mainly influenced Ingt
integration approach chosen by the local autheritighile the immigration and integration policy in
Germany on the national level is determined byrtee Immigration Act, regional policy makers
and administration have a number of policy optimwarding the integration and location decision of
foreigners:? For example it is in the favour of regions andesito decide in which way the local alien
authority deals with the labour market entrancdoogigners, or whether the policy deals with the

issue of spatial clusters of foreigners in certilarters. Furthermore, regions have the possitidity

! See Hailbronner (2007).
12 Eor an overview on local integration policies foignants in Europe see European Foundation for the
Improvement of Living and Working Conditions (2007)
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strengthen or create institutions that foster titegration of the resident foreign population aatth
support new migrants. This was done in 2006 bycityeof Hamburg who has established a so called
“Welcome-Centre” that offers various services pritgato highly qualified migrants arriving in the
city. The city of Stuttgart reacted much earlied @eveloped a coherent integration approach in.2001
This concept was decorated with the integrationepdf the German Ministry of the Interior and the
Bertelsmann Foundation in 2005. The Stuttgart naiiggn approach defines clear goals concerning
the educational and occupational integration ofifprers and institutionalised the intercultural
dialogue even within the urban administration (€#ty of Stuttgart 2001, 2006). Meanwhile all six
cities except of Cologne have developed own intagra concepts, which try to tackle the region
specific needs of integration (see City of Berl2®@5), City of Frankfurt am Main (2005), City of
Munich (2006), City of Hamburg (2007)). Howeveretlevel of institutionalization of the concepts
differs strongly between the cities. Furthermom@me of the cities introduced evaluation systems

based on measurable indicators.

Altogether, the comparison at hand illustrates tiare are huge disparities concerning cultural
diversity between the six biggest German citiese &halysis has shown that the way of benefiting
from the specific human, social and cultural cdpgh migrants and related economic potential
obviously strongly vary considerably between Germiéies. This is indicated by the fact that labour
market integration of foreigners strongly differatleen German cities, while especially Stuttgart,
Munich and Frankfurt seem to be successful inrdéspect. For the future economic development of
cities it is of high relevance to foster the intggn of the foreign population and to become an
attractive location for migrants. The labour margatticipation of the foreign population is the isas
precondition for making the society and the econberyefit from the advantages of cultural diversity.
In addition, population forecasts demonstrate timpoirtance of migration in compensating the
reduction of the workforce and the population dkirig in German cities in the future. Selective
immigration and fostering labour market integratafrforeigners will become a crucial issue for the
competitiveness of German cities in the courseapiufation ageing and decline. For this reason the
German cities have to state their intention torgjtieen the integration of the foreign population an
increase their internationality. How this can balismd depends to one part on national migratiah an

integration policy, whereas cities like Stuttgaha@ct as role model.
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Appendix

Appendix 1: Age structure of foreign and German leyges, 2001

Berlin Cologne Frankfurt ‘ Hamburg | Munich Stuttgart
In %

For. Ger.| For. Ger, For. Ger. For. Ger. For. Géfor. Ger.
16-30 35.8 27.2| 40.3 27.6| 359 26.1| 37.4 27.1| 37.1 28.1 37.7 27.7
31-45 41.0 41.9| 35.6 44.1] 404 46.1] 39.6 41.8| 35.3 42.2| 349 427
46-65 23.2 31.0| 24.1 28.3| 23.7 27.8] 23.0 31.0| 275 29.7| 27.4 29.7
Total 100.0 100.0{100.0 100.0{100.0 100.0{100.0 100.0{100.0 100.0; 100.0 100.0
Mean 43.7 45.9| 43.0 44.9| 435 45.0| 43.3 45.3| 43.3 43.7| 43,5 4438
std.dev. 13.8 14.9| 145 15.1| 142 44.8| 141 15.6| 156 16.4| 153 15.6
Source: IABS 01: working force liable to social sety, calculations IAB and HWWI
Appendix 2: Industrial affiliation of foreign ande@nan employees, 2001

Berlin Cologne | Frankfurt | Hamburg | Munich Stuttgart
in %
For. Ger.| For. Ger.| For. Ger.| For. Ger.| For. Ger.| For. Ger.

agriculture, 14 14| 08 14/ 05 09 12 13| 06 10/ 12 12
mining, fishing
manufactoring 20.018.4| 22.4 18.4| 13.6 14.4| 149 17.7| 21.3 20.3| 30.3 26.1
Trade, hotel and
restaurant industry,14.7 18.3| 21.3 22.8| 25.2 24.3| 22.6 25.3| 17.2 18.0| 15.4 16.2
transport
Other services 63.961.9| 55.5 57.4| 60.8 60.4| 61.3 55.7| 61.0 60.7| 53.2 56.5

Source: IABS 01: working force liable to social sety, calculations IAB and HWWI
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