
■ The majority of those surveyed gave
the ECB poor marks: 53.3 per cent take
the view that the ECB Council has not yet
done enough to achieve sufficient trans-
parency in its decisions, whereas 46.7
per cent think, the decision-making pro-
cess is already sufficiently predictable. 

The fact that the first raise in key lend-
ing rates since the launch of the euro
occurred while the survey was being

conducted provides a special analytical
opportunity: a comparison of the re-
sponses given before and after Novem-
ber 4th makes it possible to examine the
effects this decision had. In the eyes of
the ECB observers the decision on inter-
est rates has hardly changed the trans-
parency problem. On the contrary,
following the decision the share of those
dissatisfied with the situation actually
increased by a few points.

In addition, the persons surveyed
assessed three suggestions as to how to
optimise transparency. At the heart of the
problem is the tension between the indi-
cators monetary growth and inflationary
expectations. While the exact monetary
growth rate is known and can be compar-
ed with the reference value, this is not
possible for the rate of inflation the ECB
anticipates for the future. Although the
ECB Council comments on the outlook in
news conferences and monthly reports,
so far they have not condensed this com-
plex information into a single number.

Against this background the least far-
reaching suggestion is to optimise the
current practice by commenting on the in-
flationary expectations in greater detail.

For instance, there could be a series of
publications modelled on the inflation
reports produced by the central banks in
England, Sweden and New Zealand. A
second possibility would be for the ECB to
publish an exact inflation forecast. Advo-
cates hope, this will make it easier to
check decisions on monetary policy. A
third option is to publish the minutes of
ECB Council meetings in a manner similar
to what is done in the UK. That way,
observers hope to get some information
about how the Council members deal
with conflicting goals.

No profound changes needed

In the survey a clear ranking of the
three options emerges. The suggestion
to improve transparency through more
detailed comments on inflationary ex-
pectations is favoured by 54.8 per cent
of those polled. 43.7 per cent call for the
quantitatively exact inflation forecast.
Supported by 33.1 per cent, the publica-
tion of the minutes of the meetings
finishes up way down. Evidently many
fear that complete transparency in the
formation of opinion in the supreme ECB
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Experts Favour More ECB Transparency
„It is not our policy to surprise the financial markets. We want to be predictable, and thus credible“, ECB 

President Wim Duisenberg said when the key lending rates were raised on November 4th. But a majority

of capital market players believe that this objective has not yet been achieved. This is also clearly verified 

by a survey which the ZEW conducted among 330 financial experts.

English edition

Business-related Services  . . . . . . . . . 1

ECB Transparency  . . . . . . . . . . . . . . . . 2

Ownership Structures
in Germany  . . . . . . . . . . . . . . . . . . . . . 3

Global Sourcing Management Tool  . . 4

Financial Market Test  . . . . . . . . . . . . . 5

ZEW Conference  . . . . . . . . . . . . . . . 6, 7

Publications  . . . . . . . . . . . . . . . . . . . . 8

Zentrum für Europäische 
Wirtschaftsforschung, Mannheim

The building of the European Central Bank.



body would pose a threat to the inde-
pendence of the national central bank
presidents.

On the whole the survey contains
good and bad news for the ECB Council.
It is bad news that despite all the ef-

forts, market participants are predomi-
nantly unhappy about the degree of
transparency. The good news is that a
majority of financial market players are
not insisting on profound changes. A
more in-depth communication of the in-

flationary expectations could take the
wind out of the critics’ sails, avoiding
the need for more far-reaching steps
such as the publication of the exact in-
flation forecast and the minutes. �

Dr. Friedrich Heinemann, heinemann@zew.de
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Research Findings

■ The study is based on analyses of the
ZEW and Creditreform survey among busi-
ness-related services. More than 1,100
companies from ten industries belong-
ing to business-related services partici-
pate in the quarterly survey. Business-
related services include EDP services,
tax advisors, business consultants, ar-
chitects, technical testing and planning,
advertising agencies, vehicle renting,
machine renting, cargo handling and
storing, and waste and refuse disposal.

As part of this survey, annually busi-
ness-related service providers are asked
about changes in the number of employ-
ees related to different skill levels. The
analysis of the latest survey shows that
the demand for persons holding a uni-
versity degree rose considerably during
the period 1995-1999. Even in 1996,

when on the whole business-related
service providers recorded more dismiss-
als than new hirings, they took on more
university graduates than they dismiss-
ed. In 1996 and 1997, employees with
completed vocational and technical
training and especially workers with no
formal qualification were particularly
affected by job losses. Even in the boom-
ing year of 1998, employees with no for-
mal qualification were hardest hit by dis-
missals. Thus, a steady and not just high
growth is one of several prerequisites for
low-skilled labour to succeed in the job
market. However, at least with regard to
business-related services this does not
guarantee that there will be new hirings
or at least no dismissals in a boom. But
employees with a certificate obtained at
vocational and technical schools manag-

ed to find more jobs at business-related
service providers once the economy
picked up. Therefore, good qualifications
will continue to be an important precon-
dition for finding a job in the business-
related services sector.

The ability to adapt to the constant
changes resulting from technological
progress is an essential prerequisite for
success in the labour market. In fact,
innovations are about as important to
business-related services as they are to
the manufacturing sector. Between 1998
and 1999 almost half of the business-re-
lated service providers launched product
innovations, i. e. new or substantially im-
proved products. Process innovations,
i.e. the application of new or substantial-
ly improved technologies, were imple-
mented by around 60 per cent of busi-
ness-related services. EDP service
providers and business consultants are
specially innovative. But also advertising
agencies and cargo handling and storing
often successfully introduced innova-
tions between 1998 and 1999, too.

In the case of process innovations,
stronger competition from abroad may
have prompted an optimisation of inter-
nal processes, for in particular cargo
handling and storing and business con-
sultants state that they are affected by
competition from abroad. Particularly
these industries have seen competitive
pressures intensify since 1998. �

Ulrich Kaiser, kaiser@zew.de

Business-related Services: Hardly
Any Chance for Low-skilled Labour
In the German manufacturing industry and service sector, the share of employees without any formal 

qualifications has been declining for some years. Even the steadily growing service sector has not been able

to offset the job losses among low-skilled employees. A new ZEW study reveals that even during a boom,

unskilled labour stands little chance of getting a job in the business-related service sector.
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■ A new ZEW study examines the own-
ership structure of corporate capital – an
important element in this system. If a
company is controlled by a few large own-
ers it is, in theory, managed efficiently
and according to the interests of its own-
ers. If the owners of a company have less
influence on actual corporate manage-
ment because share capital is owned by
a multitude of small stockholders, suffi-
cient control of the management is no
longer ensured. It is also relevant who
controls a company. If, for example, con-
trol lies with another company instead of
an individual, the corporate incentive
structures (for example acting on behalf
of third parties) are theoretically hamper-
ing efficient control.

Internationally, the German economy
has been criticised in recent years be-
cause mutual links between industrial
corporations and banks were assumed
to prevent efficient corporate govern-
ance. The aforementioned ZEW study
now documents the nature of ownership
structures of more than 1,500 German
companies in the manufacturing indus-
try and tries to quantify how far own-
ership structures might obstruct corpo-
rate governance.

Concentration of Property

German enterprises in the manufactur-
ing sector are more or less in the hands
of a few large stockholders. On average,
the largest stockholder owns 81 percent
of the shares, while the three largest
stockholders together hold almost 90
percent. In public limited companies,
the concentration is lower – the largest
stockholder owns 58 percent, the three
largest ones hold 68 percent. From an in-
ternational point of view, this concentra-
tion of ownership is high. In the USA and
the Netherlands, the largest shareholder

in a public stock corporation owns only
23 percent, the three largest holders to-
gether 28 percent. Due to the high con-
centration of shares in Germany, particu-
larly efficient control of corporate mana-
gement should be possible.

Further analysis shows, however, that
in more than 60 percent of the cases the
largest owner is another industrial enter-
prise. Although in public stock corpora-
tions the significance of industrial enter-
prises as shareholders is lower than in
private ones (41 vs. 68 percent), they
still represent the strongest type of
stockholder next to individuals (eleven
percent), banks and insurance compa-
nies (four percent), the state (one per
cent) and foreigners (six percent). The
important role of industrial enterprises is
due to the fact that companies from the
manufacturing industry are often part of
large holding companies. Companies
with the GmbH legal form (Private Limit-
ed Company) are particularly managed
like that. Thus, control chains develop
which often reach a considerable length:
14 percent of the companies are manag-
ed by at least two intermediate compa-

nies. The ownership structures are, how-
ever, even more complex: interlocking
stockholders that are  in ultimate control
were found in about four percent of the
enterprises examined. These companies
generate eight percent of the turnover of
all companies in the sample. Thus, in-
terlockings are less significant in the
manufacturing industry than it is portray-
ed in public discussion. The scope of
cross ownership, however, only repre-
sents a lower bound. In general, in light
of the importance of industrial enterpris-
es as shareholders and the sometimes
complex ownership situation, efficient
corporate governance is questionable.

But interesting to see is the rate of
change of ownership structures over
time. In only 25 percent of the cases ex-
amined the concentration of owners re-
mained unchanged in the period from
1994 to 1998. Also, the percentage of
the individual types of owners varies
strongly. This points to an active market
for corporate shares in Germany and
thus to a potential market solution for
efficient corporate governance. �

Jens Köke, koeke@zew.de

Corporate Governance has become a very popular field in economic research. It combines aspects of

industrial economics with those of financial markets and is also of vital significance for the transformation 

process of formerly planned economies. The term corporate governance stands for the complex system of

legal, institutional and market forces by which an enterprise is influenced and controlled.

Concentration of property in international comparison
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■ How can the most competitive sup-
pliers in international procurement mar-
kets be identified? The selection of sup-
pliers particularly arise for those compa-
nies that are just starting to internation-
alize their procurement activities and
therefore have hardly any international
experience. But even internationally ex-
perienced companies are forced into
continuously checking the competi-
tiveness and product quality of their
suppliers in order to develop their own
product and cost leadership. In practice,
no statistical methods are offered by
which the competitiveness of supplier
countries could be evaluated.

The multitude of options which may
exist within the context of a global
procurement strategy can only be opti-

mally utilised when the conception of
various strategies is supported by the
processing and provision of information

as well as the construction of decision
models. Decision models known from
literature, which are based solely on
information about the individual
suppliers at company level, are only
feasible when a manageable number of
potential suppliers exists world-wide.
This, however, should be an exception.
Regularly, the reduction has to comprise
reducing complexity of national frame
data.

Pre-selection of suppliers

In co-operation with the mechanical
engineering company Heidelberger
Druckmaschinen AG, an attempt was
therefore made to develop and validate
a method for pre-selecting possible

supplier countries. The demand for a
systematic procedure calls for an analy-
sis set at a highly aggregated (macro-

economic) level where, at first, all coun-
tries in the world can be taken into con-
sideration. With the help of selection
criteria, the individual supplying coun-
tries – and with it their companies – are
filtered step by step. This procedure is
part of the “Global Sourcing Manage-
ment-Tool”, a Software developed by
the ZEW in co-operation with the Heidel-
berger Druckmaschinen AG. 

Based on foreign trade data, the 
method uses indicators, which allows a
cross section and longitudinal section
valuation of the average international
competitiveness and the average 
supplied product quality of all possible
supplier countries. The statistical
method thus provides a variety of infor-
mation for procurement departments,
including the present level and the 
dynamic of competitiveness and prod-
uct quality for the potential supplier
countries within every product group of
the international product nomenclature
(Combined System and the Harmonised
System). Potential supplier countries –
the companies of which have proven to
be particularly competitive in the differ-
ent product quality stages – are identi-
fied. This pre-selection of countries ena-
bles the companies to limit their search
for potential suppliers to the selected
supplier countries. 

Thus, high search costs are reduced
and, in addition to that, trend progno-
ses can be constructed. Potential sup-
plier countries which have not yet reach-
ed a certain quality standard or a certain
competitiveness, but have caught up
strongly during recent years, can be ob-
served sensitively. �

Dr. Thomas Cleff, cleff@zew.de

The Global Sourcing Management Tool
– A new Country Selection Method
The large German share in foreign trade now already earmarks the far-reaching integration of German 

companies within the world economy. The companies meet the globalisation of markets by internationalising

their own activities and aligning company strategies according to international competition. The German 

home market no longer makes up the decisive benchmark of strategic considerations, meaning that even

procurement strategies – and here especially the regional configuration of the suppliers – are increasingly

being put on the test stand.

Reading Aid: In 1998, Japan’s competitiveness was above average. Great Britain’s competitiveness was also
above average in the production of linear-acting pneumatic power engines and motors. In both countries, the
production quality was above average as well in 1998. Source: Global Sourcing Management-Tool

The portfolio of quality and competitiveness for 
linear-acting pneumatic power engines and motors

South
Africa

Singa-
pore

South
Korea

Switzer-
land

Nether-
lands

Czech. 
Rep.

Greece
United

Kingdom

Japan

GermanySweden

Italy

Bulgaria

Belgium

Norway Denmark

Austria France

Turkey

Mexico USASpain

India

Finland Brazil Ireland

Slovenia China

Portugal Hungary Poland

Below Average

B
el

ow
 

A
ve

ra
ge

A
ve

ra
ge

Q
u

a
li

ty
in

 1
9

9
8

A
bo

ve
A

ve
ra

ge

Average

Competitiveness in 1998

Above Average



ZEW news English edition  –  No. 1 . 2000 5

Results of the Survey in January 2000

Special question: Something new in the East?

■ Eastern Europe is up-and-coming. At least that is what 245 
financial market experts told the ZEW when they were asked
about the weight of Central and Eastern European equity
shares in an optimal global portfolio. While at the end of 1998
equity markets in Central and Eastern Europe including Russia
only accounted for approximatily 0.2 per cent of the global
market capitalisation, experts are now on average aiming at a
weight of 5.6 per cent. 
The optimal portfolio for Central and Eastern Europe is com-
posed as follows: Hungary and Poland are the heavyweights
with 23.4 and 22.3 per cent, followed by the Czech Republic
with 18.3 per cent. Russia, which is still the biggest country
in the East, is included with 14 per cent. But also Estonia (6.6
per cent) and Slovenia (9.5 per cent), two rather small coun-
tries, make up a not insignificant part of the Eastern European
portfolio. With only 6 per cent, other countries play only a  
minor role. 

Compared with the actual size of Eastern European equity
markets in terms of their capitalisation the small economies
are clearly overweighted. For instance, at the end of 1998 the
Estonian equity market accounted for only 1.3 per cent of the
capitalisation of Eastern European stock exchanges instead of
the 6.6 per cent in the recommended portfolio. If the reference
figure is reduced to the capitalisation of shares which are avail-
able to portfolio investors – the free float –, Czech and Esto-
nian shares are rather overweighted, whereas Russian and
Hungarian papers are highly underweighted.

On the whole, the financial experts recommend that a port-
folio of Central and Eastern European shares should mainly be
comprised of Hungarian, Polish, and Czech shares, since these
are the largest equity markets. Yet, according to the financial
experts, investors should also consider the small economies –
in particular Estonia, which is known for its investor-oriented
policy. Thus there is indeed something new in the East for 
German investors. �

Jens Köke, koeke@zew.de

■ The Financial Market Test conducted
by the ZEW is a monthly business survey
of German financial market experts
which started in December 1991. The
survey asks for the predominant expec-
tations about the development in six in-
ternational financial markets.

As a whole around 400 enterprises
participate in the survey, among which
are 270 banks, 50 insurance compa-
nies,  40 investment companies and 40
others. Participants in the survey are: Fi-

nancial experts of the finance depart-
ments, the research departments and
the economic departments as well as
the investment and securities depart-
ments of the firms. In detail, the financi-
al experts are questioned on their medi-
um term expectations about the deve-
lopment of important international fi-
nancial markets with respect to the bu-
siness cycle, the inflation rate, short
term and long term interest rates, the
exchange rate and share prices. 

To construct forecasted figures, the
qualitative response categories (increas-
ing, unchanged, declining) are trans-
formed into quantitative figures by the
Carlson/Parkin procedure. Additional in-
formation to the applied procedure is
available as an abridged version pub-
lished by the ZEW. The present survey
was conducted between December 27,
1999 and January 18, 2000 and all calcu-
lations are termed to January 21, 2000. �

Andrea Szczesny, szczesny@zew.de

ZEW Financial Market Test

Recommendations of financial experts, January 2000

Market capitalisation at the end of 1998
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■ In 1999, the ZEW and the Ministry for
the Environment and Transport of the
German State Baden-Württemberg organ-
ized a conference about “Flexible Mecha-
nisms for an Efficient Climate Policy”  in
Stuttgart/Germany. Over 150 partici-
pants from politics, business, and sci-
ence discussed the role flexible mecha-
nisms – such as international emissions
trading (IET), joint implementation (JI),
and the clean development mechanism
(CDM) – can play in climate policy. 

Introductory talks started with the
urgent demand of the Minister for Envi-
ronment and Transport of Baden-Würt-
temberg, Ulrich Müller, for a new policy
style in German and European climate
policy: Natural science should determine
the ecological targets, and economics
the instruments to use. Wolfgang Franz,
President of ZEW, motivated this by
pointing to the fact that cost efficiency is
necessary for the well-being of any eco-
nomy that is exposed to a growing
international competition. In addition, a
policy making use of efficient climate pol-
icy instruments not only helps avoiding
unnecessary costs for the economy. It al-
so integrates developing countries into
international climate policy and raises
acceptance for urgent new commitments
to reduce emissions of greenhouse gas-
es (GHG) beyond the Kyoto-targets.

Christoph Böhringer (ZEW) showed
that flexible mechanisms can reduce po-
tential welfare losses significantly. This

is true also for developing countries
which are not yet subject to a binding cap
on their GHG emissions under the Kyoto
Protocol, as negative spill-over effects
from the abating developed world to the
non-abating developing world would be
less. Thus, flexible mechanisms seem to
be necessary in order to include develop-
ing countries in a post-Kyoto strategy. In
addition, the economic gains going along
with these instruments relax the problem
of fair burden sharing across regions and

make it easier to com-
ply with basic equity
criteria.

Peter Zapfel (Euro-
pean Commission,
DG II) then explained
which role flexible
mechanisms can play
in European climate
policy and announc-
ed a Greenbook of
the Commission for
the year 2000. Of
utmost interest to 
the participants were 
the presentations of
Garth Edward (Nat-

source) and Peter Knoedel (BP Amoco)
giving some insight in U.S. and a private
company’s experience with permit trad-
ing. The U.S. trading schemes for sulfur-
and NOx-emissions helped reducing
costs and stimulated technical and or-
ganisational innovation. In addition,
there is already a small but growing GHG
market, e.g. from international initia-
tives, from many countries’ early action
pilot trading programs and crediting
legislation. The BP Amoco scheme gave
an impression that emissions trading
can be an important tool for a private
company, and that companies can en-
gage in climate protection by themselves
without hard incentives by legal environ-
mental instruments. Climate change may
be increasingly seen as a company
competitive issue as it is likely that the
issue will become more significant for
governments and the public.

Another session dealt with the two
project-based mechanisms JI and CDM.

Nathalie Eddy (U.S. CAN) stressed that
national climate policy measures should
take precedence over international flex-
ible measures as the necessary turn in
global GHG emissions can only be reach-
ed by national measures. Any approach
should set clear and comprehensive
rules in order to avoid ecological loop-
holes. The project-based mechanisms
raise the question of additionality.
Therefore, only projects screened by a
strict verification and certification process
and based on “clean” best available
technologies should be acknowledged.
Axel Michaelowa (HWWA) discussed the
differences and problems related to
these instruments. One of the most dis-
cussed features of JI and CDM is the base-
line constructed to compute emission re-
ductions. Here, Michaelowa supports an
institutional competition between alter-
native approaches. Furthermore, some
first estimates showed that CDM is likely
to play an important role amongst the
Kyoto mechanisms.

In a session dealing with national im-
plementation of GHG trading schemes,
Annie Petsonk (EDF) and Ray Kopp (RFF)
took two different perspectives on op-
tions for the U.S. to act early, i.e. before
2008. Whereas Annie Petsonk describ-
ed a framework for voluntary early ac-
tion creating credits which companies
can use after 2007, Ray Kopp proposed
a mandatory early emissions trading
scheme establishing a generous cap on
emissions and setting an upper price
limit on emission rights, in order to a-
void disruptions in the economy (com-
bined allowance/tax system). 

Market-based instruments

All in all, real world experience shows
that market-based instruments – if
properly designed – are a promising ef-
ficient tool to tackle the environmental
problem of climate change. However, a
concrete and stable framework is neces-
sary in order to reduce uncertainties and
diminish transaction costs.  �

Dr. Karl Ludwig Brockmann, brockmann@zew.de
Marcus Stronzik, stronzik@zew.de

Conferences

“Flexible Mechanisms for an Efficient Climate Policy”

Garth Edward (Natsource) und Peter Knoedel  (Deutsche BP AG)
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■ In 1999, the ZEW arranged a confer-
ence on the topic of ”Econometric Eval-
uations of Active Labour Market Policies
in Europe”, during which labour market
researchers from Europe and the United
States discussed the results of their
studies on the effectiveness of active
European labour politics. The confer-
ence was organised by Professor Dr.
Michael Lechner from the University of
St. Gallen and by Dr. Friedhelm Pfeiffer
from the Centre for European Economic
Research (ZEW), Mannheim. 
In the face of the high unemployment
rate in Europe, governments have in-
creasingly resorted to instruments of ac-
tive labour politics with the aim of rein-
tegrating unemployed people into the
labour market. In recent years, the costs

for such measures have risen sharply in
almost all countries, and the variety of
measures has also increased. Should
those measures be successful, this will
lead to an increase in employment and
thus, to a decrease in the unemploy-
ment rate. The aim of a scientific eval-
uation is to assess the effectiveness of
the measures applied and to deduct
statements about the efficiency of the
use of financial resources.

The conference started with a paper
by James J. Heckman, who is Henry
Shultz Distinguished Service Professor,
as well as Director of the Center for
Evaluation of Social Programs at Chica-
go University. Heckman drew a very
differentiated, but also sobering con-
clusion from thirty years of social-scien-
tific analyses of the efficiency of active
labour market politics in modern wel-
fare states. Subsequently, 14 scientific
evaluation studies were presented,
among them studies dealing with the
effectiveness of programmes of further
vocational training (Poland, Norway,
Belgium, Slovakia, Great Britain), of
non-profit temp agencies (Germany), of
so-called “paid-leave programmes”
(Denmark) and of support programmes
of the unemployed starting a business
venture (Italy). Besides the contents
and concrete results of active labour
market policies, questions of adequate
econometric methods of evaluation
were also discussed, as well as the
quality of the data that the research was
based upon.

Low net social benefit of

active labour market policy

Although the studies of the European
countries showed a considerable hetero-
geneity in terms of the instruments and
the results achieved, their results pre-
sented during the ZEW conference on
average generally supported the results
of the US-American research. Although
positive effects clearly exist, they are
rather moderate and in each case can,
as a rule, only be proven for a relatively
small minority of unemployed. In many

cases, a massive extension of further
measures necessary to noticeably re-
duce mass unemployment could even
be expected to have negative results
due to undesirable side effects on peo-
ple already employed. This points to the
fact that the net social benefit of active
labour market policy is far lower than
governments have estimated.

The relatively young evaluation re-
search in Europe can also profit from the
thirty years of experience of US-Ameri-
can evaluation research. According to
Heckman, the quality of scientific eval-
uation depends on whether the para-
meters used for the evaluation are exact-
ly defined; whether the control group
was selected with the necessary care in
order to obtain comparable people; the
fact that the data quality is decisive for
the quality of the results; the fact that
there is no single correct econometric
method; that the selection procedure
should depend on the economic theory
applied, the question examined and the
data available; the fact that different
estimation methods should also lead as
a rule to different results; the fact that
both experimental and non-experiment-
al methods have their advantages; and
the fact that the results of an evaluation
particularly of larger programmes are
not complete without an examination of
the effects on wages, processes and
employment, and can indeed lead to
wrong conclusions. �

Dr. Friedhelm Pfeiffer, pfeiffer@zew.de
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