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Abstract: In Germany business promotion is pursued within vertical and horizontal nets of regio
nal competition. The main competitors are business promotion agencies and business promotion 
offices, including Treuhand (Treuhandans1al1) or BvS. In eastern Germany oligopolistic market 
forms of horizontal regional competition in business promotion prevail. A model of vertical 
competition between the Treuhand, a town, and a private firm has been constructed to explain real 
estate price formation. In a two region model of fiscal regional competition in a federation, the 
regions apply different fiscal policies in order to maximise regional income. Fiscal policy of the 
federal govemment does influence the income positions of the regions. The Treuhandanslail can 
be interpreted as a federal business promotion measure of deficit spending. 
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i.PROBLEM

Because of the impacts of German unification and the integration of Eastern 
European states into mainstream European economic relations a radically new 
pattem of regional competition has emerged in the middle of Europe. However, 
the structure, the processes and the results of this regional competition are stili not 
fully understood. lt is therefore very difficult to forecast the developments and_the 
results of regional competitiveness in Germany. Moreover, this formation of 
competition is unique in the sense that it stems from: the transformation of a 
socialist economy, the unification of Germany and integration into the EU, the 
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