Lessons from the German Ruhr Valley
Experience with Energy and Economic Transition
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Industrial Restructuring in the Ruhr Valley
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Story of how over five decades, region underwent dramatic restructuring from
original coal- and steel-based economy to more diversified service economy
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Similar aspirations and challenges to China’s “New Normal”:
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How to develop the service economy as heavy industry growth slows — to soften
social hardships and job loss, and proceed with industrial restructuring in such a
way to help stem the tide of worsening environmental pollution.
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IIP Ruhr-China Exchange Project Overview
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Assist Chinese governments address impacts of structural change by learning
from experience in Ruhr
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Partnering with the Wuppertal Institute for Climate, Environment and Energy,
located adjacent to the Ruhr Valley
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Developed bilingual report on Ruhr experience and lessons for China, shared
with Chinese national and JJJ regional stakeholders
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Project Next Steps
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First China-Ruhr expert exchange at the end of November
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Write bilingual report to share with national and local policy makers and
experts
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Design Project Phase Two
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Focus on in-depth exchange between German and Chinese national and local
authorities and experts on specific, operationally relevant topics
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Focus on definition and design of new programs and supporting policies for
implementation in China, especially at local levels.
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Introduction to the Ruhr Valley
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Located in northwestern Germany where three rivers run into
the Rhine before flowing to the sea in the Netherlands.
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150 years of industrial and urban development as a center for
European coal and steel, based on region’s coal resources and
excellent transportation position
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Population grew from just 400,000 in 1850 to 3.8 million in
1925 to 5.2 million today
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Navigation through 50 years of major structural change
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Definition of Essen as 2010 European Capital of Culture, ' ‘ 2

representing one of many symbols of successful change. 2
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The Ruhr Valley in North-Rhine Westphalia (NRW) State, Germany
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Everwew o! tHe RuHrls Ra!ncal Economic !tructural !Hange
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Coal production fell from 115.4 mt in 1960 to 10.9 mt in 2009, and employment fell
from 313,000 to 21,000. The last mine in the Ruhr will close in 2018.
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Once the steel production powerhouse of Western Europe, the Ruhr now produces
only 15 mt per year, primarily in high-quality flat steel products. Employment in the
steel industry fell from 230,000 in 1965 to 48,000 in 2012.
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Industry accounted for 62% of employment in 1961, but only 21% in 2011. The
service sector has risen from 38% of employment in 1961 to 78% in 2011.
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Strong growth in services related to the previous manufacturing base, such as
environmental protection technology and logistics, in addition to R&D and education.
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Dramatic Shifts in Employment in the Ruhr from 1961-2011
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1961 1970 1987 1991 2001 2011
Thousands of workers/1000 A\
Agriculture
At 6 7 11 22 10 9
FH—rek
Eiof‘ftick’” 1,426 1,216 828 852 587 496
iﬁl‘”cﬁs‘ik 876 941 1,227 1,378 1,677 1,824
TOTAL/ 43t 2,308 2,164 2,066 2,252 2,274 2,329
Percentage/%

Agriculture
Lol 0.3 0.3 0.5 1.0 0.4 0.4
ek
Production
5 — 61.8 56.2 40.1 37.8 25.8 21.3
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Services
ot 38.0 43.5 59.4 61.2 73.7 78.3
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Successful navigation through radical economic shifts (l)
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Economic restructuring involved hardship for the local people, it was difficult, and
required a wide variety of programs and projects involving many institutions and
people.

BIRX LB AP L #45 T1950F A0 R 1, X —1d M2 — E L34 K, JHHL
1% 7 ERIEL. BN IR S /R IXCREL | — R AR i, AT SL i 1 1R 22 T
H , TR Ak S 3] 2 3 B A LAY B 4L = A5 AR

Public financial costs also were high—for social protection spending,
infrastructure, and new projects.
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However, large-scale outward migration and long-term economic decline were
avoided.
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Successful navigation through radical economic shifts (ll)
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Real GDP per capita has more than doubled from 1957 to 2013.
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GDP per worker was ~€65,000 in 2012.
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While GDP per worker was 4% below the national average in 2000, stronger
growth per worker in the Ruhr caused the GDP per worker to actually slightly
exceed the national average in 2012.
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A
Restructuring Policy in the Ruhr (1)
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Recognize that restructuring requires a medium and long-term approach—
there are no quick fixes.
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Investments in education and easy knowledge exchange (esp. through
internet) are critical for service economy growth.
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The Ruhr motto of “Change as opportunity” —example of building up
environmental service industry based on demand for environmental cleanup.
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Restructuring Policy in the Ruhr (2)
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Bottom-up development projects, involving local people in new local
community development, in re-development of abandoned industrial sites

and environmental clean up.
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This spurs local service industry development and develops positive,
forward-looking spirit.
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Development of local third-party institutions is critical.
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“Revitalization from within”
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