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Abstract

Drawing on a comprehensive regionalization of patent activities from 1965 to 2004 in East
and West Germany, combining it with socio-demographic information of West German regions,
we analyze how regional innovation affects regional economic outcomes such as income and
duration of unemployment. The quasi-exogenous division of Germany into two countries with
different science and innovation systems in the 20th century and its subsequent reunification al-
lows us to apply a difference-in-difference analysis at the county level. We establish a positive
and significant relationship between the likelihood and the share of East-West German collab-
orations after reunification and pre-existing knowledge complementarities. We show that the
physical migration of East German inventors to West Germany drives the results by analyzing
the patents where at least one East German inventor migrated to West Germany before engaging
in patenting activity. These findings pave the way to our main analysis, in which we assess the
impact of technological progress resulting from patenting on the regional patenting activities
and individuals’ occupations by pre-existing knowledge complementarities. The results show
that regions where knowledge complementarities between East and West Germany overlapped
with the industries in which the individuals were employed experienced increased economic
performance after reunification. Our results highlight the importance of analyzing policies that
promote research collaboration, especially given the increasing relevance of regional economic
disparities that may alter long-term economic activity.
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