
■ The ZEW estimated the effects of vari-
ous measures of active labour market
policy on the outflows from as well as
the inflows into registered unemploy-
ment to calculate the net effect on the 
level of unemployment. 
The investigation shows that job crea-
tion schemes may raise the level of regis-
tered unemployment. This occurs because
the schemes reduce the number of per-
sons leaving the stock of unemployment
and, at the same time, increase the
number of persons entering the unem-
ployment pool. One of the reasons for
this result is that most people re-enter
the unemployment pool directly after
termination of the job creation scheme.
Presumably, they search less intensively
for regular employment while participat-
ing in the scheme. Besides, the employ-
ment opportunities of non-participants

are indirectly influenced by extensive 
labour market policy measures, for exam-
ple by the substitution of unsubsidized
by subsidized jobs. 

The expansion of public training pro-
grammes in East and West Germany also
raised registered unemployment. This
negative employment effect was particu-
lar strong in the first half of the nineties.
On the one hand, these public training
schemes have only a slight effect on the
outflows from unemployment. The nega-
tive effect obtained for the beginning of
the nineties is explained by the fact that,
at least in the new Federal States, the 
infrastructure for training measures was
underdeveloped in the first two years after
re-unification. On the other hand, training
schemes also led to an increase in the in-
flows in registered unemployment, espe-
cially in the first half of the nineties. This

increase can be attributed to two factors.
Firstly, during the training course partici-
pants hardly search for jobs. That this
effect was less pronounced in the second
half of the nineties may be explained by
a change in regulations because since
1998 participation in training schemes –
as opposed to job creation schemes –
does not lead to renewed claims for 
unemployment benefits. This may have
contributed to more intensive job search
of participants in public training pro-
grammes. A second possibility is that an
increasing share of people formerly out-
of-the-labour-force have been registering
as unemployed as a precondition to par-
ticipate in training courses.

The aggregate impact analysis sup-
ports the results of earlier studies for
Ger-
many which show that public job creation
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Active Labour Market Policy A Failure?
The ZEW has conducted an aggregate impact analysis of active labour market policy on regional unemploy-
ment in East and West Germany. The investigation shows that traditional instruments of labour market
policy such as job creation schemes and public training programmes for the unemployed supported by the
public employment service, instead of contributing to a reduction in the number of unemployed, actually
may raise registered unemployment in the long term.

Unemployed in active labour market policy programmes.



and training schemes hardly had any
positive effects on employment. For East
Germany, the ZEW-study suggests that
the slight positive effects for partici-
pants in public training schemes measur-
ed at the microeconomic level were out-
weighted by negative indirect effects.

However, as data availibility in Germany
currently allows to estimate only average
effects of various measures, an overall
assessment of the effectiveness of active
labour market policy would be prema-
ture. In particular, the training schemes
may be expected to reveal positive ef-

fects with regard to certain courses. In
order to identify these measures and ob-
tain clues for a more effective design of
active labour market policy, it would be
necessary that the Federal Labour Office
allows access to more detailed data. �

Tobias Hagen, hagen@zew.de,
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Research Findings

■ The shortage of skilled labour is felt
not only in firms working in the IT service
and Software sector. In fact, in the past
two years the problem of skill shortage
has also sharply increased in the inno-
vative sectors of technical services as
well as in consultancy services. These
are the results of the innovation survey
in the service sector, which the ZEW con-
ducts, on behalf of the Federal Ministry
for Education and Research, every year
among approximately 2,500 companies
in this sector. According to the study,
projects often are not even started due
to skill shortage. And even if a project is
launched its term is often seriously
delayed for want of qualified employees.
As adequately qualified staff cannot be
hired on the German labour market, in-

novation projects fail even if firms have
sufficient financial resources.

The service providers affected by the
shortage of skilled personnel are prima-
rily seeking computer scientists or highly
qualified professionals from other EDP-
related occupations. On the one hand,
this can be attributed to the business
focus of the sectors most frequently
affected. On the other hand, service pro-
viders carrying out high investments
in Information Technologies (IT) are six
times as often affected by the shortage
of qualified personnel as companies
making only minor investments in IT. 

By giving foreign IT specialists easier
access to the German labour market,
shortages can be compensated in the
short run in some cases. There is no rea-

son to fear job losses because of the
employment of foreign specialists. Quite
to the contrary, innovative projects
which become viable precisely because
of their employment will lead to further
job creation.

Apart from these short-term meas-
ures, however, it is even more important
to ensure well-qualified junior profes-
sionals in Germany in the medium or
long run. Therefore it is important, at
this point of time, to take measures,
whose effects will begin to show only in
several years from now. Today’s increas-
ing number of university students regis-
tering for computer science will have an
impact on the labour market in four to
six years due to normal period of study
in Germany. However, measures concern-
ing educational policy need to start at
an even earlier stage and must promote
the acquisition of IT skills already at
schools.

Companies can also contribute to the
development of qualified personnel:
Studies suggest that companies suffer-
ing from a shortage of qualified labour
have not increased their further training
expenses due to this shortage. Particu-
larly the prolongation of project terms –
the most frequently stated effect of skill
shortage stated by companies – prob-
ably could be reduced by implementing
more further training measures. �

Günther Ebling, ebling@zew.de 

Skill Shortage Slows Down Innovations
In Germany, there is a strong demand for highly qualified labour. For one out of seven service firms the short-
age of adequately skilled staff hampers innovative activities. Consequently, the introduction of new services,
products or production processes is being seriously delayed or even prevented, which in turn considerably
affects competitiveness. This is the result of the ZEW’s recent innovation survey in the service sector.
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Skill shortage in the service sector 1998

Source: ZEW Mannheim Innovation Panel - Services, 1999
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■ The study is based on a business sur-
vey among approximately 1,000 busi-
ness-related services firms which the
ZEW conducts on a quarterly basis in co-
operation with the “Verband der Vereine
Creditreform” in Neuss. The economic
sector of business-related services en-
compasses tax advisors and certified
public accountants, business consult-
ants, architects, technical consultants
and planners, vehicle renting, machine
renting, cargo handling and logistic
firms, software providers, advertising
agencies and waste management firms.

In 1999 business-related services in-
vested on average one to three percent
of their sales in IT, even though the IT-
infrastructure is already well developed
in this economic sector. Firms with Inter-
net access account for 96 percent of the
sales generated by the business-related
services sector, and firms presenting
themselves with a Homepage in the 
Internet account for a sales share exceed-
ing 80 percent. Firms using e-mail earn-
ed nearly 95 percent of the sales in this
sector, and firms using in-house Intra-
net generated more than 60 percent.

E-Commerce

Some of the business-related servi-
ces firms are already using Electronic
Commerce (E-Commerce) as a new dis-
tribution channel, which is opening up
via the new IT technologies. E-Commerce
is used more frequently for business
relations with other firms (Business to
Business – B2B) than for business rela-
tions with consumers (Business to Con-
sumer – B2C).

Approximately 60 percent of the total
sales of business-related services is gen-
erated by firms that are using the new

business platform in B2B in addition to
traditional distribution channels. Soft-
ware providers account for the highest
degree of acceptance of the new sales
instrument: Firms using E-Commerce at
least occasionally for business trans-
actions generate for 88 percent of this
sector’s sales. Tax advisors and certified
public accountants, technical consult-
ants and planners as well as architects
account for the lowest sales share.

The situation looks different in B2C
business: Firms using E-Commerce in
B2C account for only 30 percent of total
sales generated by business-related
services. Vehicle rental firms are leading
in the use of E-Commerce in B2C. Firms
using E-Commerce generate approxi-
mately 70 percent of this sector’s sales.
They are followed by the software provi-
ders (50 percent). Architects, however,
hardly use E-Commerce for B2C trans-
actions at all.

Nearly 30 percent of total sales of
business-related services is produced

by firms stating that the Internet helps
them to reduce costs, for instance
through a higher price transparency in
procurement markets. The average sav-
ings potential amounts to a three per-
cent share of total sales. Software provi-
ders, architects as well as tax advisors
and certified public accountants benefit
most from the Internet. Their cost reduc-
tions correspond, on average, to a five
percent sales share. The other indus-
tries of the business-related services,
however, expect only minor saving 
potentials of the Internet.  

The future plans of business-related
services firms demonstrate that they are
convinced that it is profitable to create a
good IT-infrastructure: Firms intending to
enhance their IT-infrastructure on a me-
dium-term basis account for more than
80 percent of the sales of business-relat-
ed services. The average capital invest-
ment will presumably amount to ten per-
cent of gross fixed investment. �

Alexandra Spitz, spitz@zew.de
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Use of E-Commerce in business-related services

Business-related Services: 
High Investments in IT-Infrastructure
Business-related services are increasingly being assisted by modern information and communication tech-
nologies (IT). The Internet is well accepted among the firms of this economic branch. They use E-Commerce 
as a distribution channel primarily for their business relations with other firms and less often for their 
customer contacts. This was found in a recent survey of the ZEW.
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■ Although there is a widespread belief
in a positive relationship between edu-
cation, training and growth, the evidence
provided so far is not yet complete. In a
new study, which was promoted by the
European Centre for the Development of
Vocational Training (CEDEFOP), the ZEW
provided a critical review of recent micro-
econometric work on the determinants
and impacts of training in European
countries.

Aggregate figures for the European
Union suggest a clear hierarchical pat-
tern in the labour market: Those who are
better educated are on average better
represented in the work force, have high-
er earnings, participate more frequently
in formal continuous training, are less
often unemployed, are more often self-
employed, and work with newer and

more high tech equipment. This pattern
seems to have been rather stable over
the past decades, although continuing
skill-biased technological change is a
challenge for all education and training
systems in Europe.

The review of recent econometric
work for various European countries in-
dicates that training is beneficial for
both firms and individuals. The benefits

are not negligible, in fact they are some-
times rather large. The fact that training
has positive effects is, however, no 
guideline per se for government activity.
There is evidence that self-selection on
the one hand and general equilibrium
effects on the other are at work. As a 
rule, training has positive effects and
net benefits for trainees. However, there
is some evidence that net effects for
non-trainees might not be positive. In
these cases, training might be a bad 
investment for the respective people,
firms and – from the viewpoint of eco-
nomic efficiency – for society.

Selectivity, diversity of training, sel-
ection and general equilibrium effects
seem to play an important role in all train-
ing systems. The empirical results sug-
gest that the more structured the whole

training system is and the more invest-
ment in general human capital acquired
while a person is young, the lower the
returns to continuous training are after
this high initial investment. If education
is centralised and compulsory school
attendance is expanded, then all people
should achieve higher levels of educa-
tion and formal skill levels. Selection into
different career pathways transmitted

through labour markets begins after
compulsory school attendance. If the

level of more general types of skills
learned in schools is high, training at
the workplace plays a different role and
is no longer responsible for building up
these more general types of skills. Such
mechanisms seem to be responsible for
the lower returns to continuous training
in Germany and France compared to the
United Kingdom. Conversely, the less
structured the public education system
is, the higher the measured returns of
continuous training seem to be.

Differences across Europe

European training systems differ. The
different types of investment in vocation-
al education and training and the spac-
ing of these investments over an indivi-
dual’s life and the role of the State will
depend on differences in prices for edu-
cation, expected wage profiles, the skill
structure of the workforce, tradition and
technological factors. Success at school
and other training institutions is not the
only factor explaining work-related suc-
cess and careers. Labour market regula-
tions and institutions might lead to insi-
der power and create entry barriers and
waiting queues for young workers, des-
pite higher education and greater in-
vestment in training. Such mechanisms
seem to be present in most European
countries, although to different degrees.

Some of the findings from the litera-
ture are a challenge to the role of govern-
ment in training. Longer term impacts on
individual performance can especially be
expected when people are young and
when the educational institutions are of
high quality. At other times in an indivi-
dual’s working life, non-formal learning,
regional, firm or occupational mobility
might on average be more helpful. �

Dr. Friedhelm Pfeiffer, pfeiffer@zew.de

Education and Individual Performance
Learning at school and university and also at the work place has become more important in the knowledge-
based economy. The incidence and the impact of training on individuals depend on the national education
and training system. However, selectivity, individual heterogeneity, self selection, diversity of training insti-
tutions and general equilibrium effects seem to play an important role in all training systems.
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ZEW Workshop

ZEW Summer Workshop: Applied Public and Environmental Economics

■ This is the second time since 1999
that ZEW had its Summer Workshop
from 19 to 21 June 2000. The topic of
this year’s event was “Applied Public
and Environmental Economics”. The

programme included, on the one hand,
lectures that were given by renowned
professors. On the other hand, young
scientists had the opportunity to pre-
sent their research findings. Their find-
ings were then reviewed by the experi-
enced scientists, and all those present
discussed them. Seven non-local junior
scientists as well as two members of
ZEW participated in the Summer Work-
shop. All of them have recently obtained
their doctorate or will take it in the near
future.

Overview of the lectures

Prof. Dr. Wolfgang Wiegard, Univer-
sity of Regensburg, Prof. Robert Inman
Ph.D., Wharton School, University of
Pennsylvania, and Professor Stef Proost
Ph.D., University of Leuven, were the
main speakers. Everyone gave an over-
view of his respective special field and
provided insights into his research
work. 

During his first lecture “Taxation and
Unemployment” Professor Wiegard
created quite a stir with his thesis, that

progressive taxation could reduce un-
employment. He then turned to the 
question of efficient old age provision.
In accordance with the prevailing opin-
ion in literature, he arrived at the con-

clusion that it is not possible to trans-
form the current pay-as-you-go system
into a fully funded system without creat-
ing disadvantages for one of the genera-
tions.

Professor Inman started his speech
by giving an overview of the theory of
fiscal competition between suburbs and
metropolitan areas. The suburbs finan-
ce local public goods that are deman-
ded by the inhabitants (for instance kin-
dergartens or schools) through local ta-
xes. The US-American experience de-
monstrates, in accordance with this
theory, that this kind of competition
yields efficient results. In his second
lecture, 
Inman presented his study on the city of
Philadelphia. He demonstrated that tax
rate increases lead to a very pronounced
exodus of production factors and tax
payers. Consequently, tax receipts cease
to increase and even fall, if tax rates are
raised.

Professor Proost eventually present-
ed a host of scientific approaches from
the field of transport policy. Among
other things he gave a bird’s eye view of

the economic models used for social
cost evaluations of road traffic. He em-
phasised that congestion costs are by
far more significant than air pollution
and accidents. For this reason Proost
was decidedly in favour of road tolls
which are an adequate means to inter-
nalise such costs. �

Dr. Christoph Böhringer, boehringer@zew.de,
Dr. Robert Schwager, schwager@zew.de 

The participants in the ZEW Summer Workshop „Applied Public and Environmental Economics“.

Presentations of Junior Scientists

“Social security strategies and redis-
tributive effects in European social
transfer systems”, Margit Kraus, ZEW

“Capital mobility within the European
Union”, Joeri Gorter, Netherlands Bu-
reau for Economic Policy Analysis
(Netherlands), (joint paper with As-
hok Parikh)

“Tax administration under different
federal settings: Leviathan or bene-
volent?”, Alex Esteller-Moré, Univer-
sitat de Barcelona (Spain) 

“An empirical analysis of vertical tax
externalities: The case of personal in-
come taxation in Canada”, Albert
Solé-Ollé, Universitat de Barcelona
(Spain), (joint paper with Alex Estel-
ler-Moré)

“Is your neighbor’s policy affecting
your tax base? A quantification of lo-
cal fiscal externalities”, Thiess Bütt-
ner, ZEW

“Leviathan and tax competition in 
federations”, Christos Kotsogiannis,
University of Southampton (UK),
(joint paper with Michael Keen)

“Bureaucratic corruption and envi-
ronmental policy: Theory and eviden-
ce from the United States”, Per Fre-
driksson, Southern Methodist Uni-
versity, Dallas, (USA), (joint paper
with Daniel Millimet)

“Private secondary benefits of green-
house gas abatement and renegotia-
tions of international environmental
treaties”, Dirk Rübbelke, Technische
Universität Chemnitz

“Effects of the polluter pays principle
on control of acid rain”, Yoko Nagase,
University of Virginia (USA), (joint pa-
per with Emilson Silva)
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ZEW Kolloquium

■ The Kyoto Protocol of the year 1997
was a milestone for global climate pro-
tection. Its ratification brought sover-
eign states to make the first legally bind-
ing promises of reducing greenhouse
gas emissions. A total of thirty-eight in-
dustrial countries have obligated them-
selves to lower their greenhouse gas
emissions during the period between
2008 and 2012 to a total of 5.2 percent
less than 1990 values. On the other
hand, the developing countries, who
see the industrial countries as the chief
culprits of the greenhouse gas problem,
refused any concrete commitment to 
reduce emissions by stating that this
could limit their economic growth. How-

ever, if the developing countries are not
included in the global protection of the
climate soon, then there won’t be an 
effective climate protection. The fore-
cast says that global emissions will grow
substantially, in spite of Kyoto, as a 
result of the economic and emission-
growth in the developing countries. On
the other side of the coin, a drastic
reduction of the current greenhouse gas
emissions in the next decades is neces-
sary to avoid an all-too evident global
warming.

With this in mind, Dr. Christoph
Böhringer, head of the ZEW research de-
partment “Environmental and Resource

Economics, Environmental Manage-
ment”, investigated in his lecture how a
globally effective and politically realiz-
able climate-protection strategy might
look with the participation of the devel-
oping countries.

C&C-Climate Protection Scenario

By 2050, the global greenhouse gas
emissions should be reduced by 25 
percent from the current level (contrac-
tion) in accordance of the Intergovern-
mental Panel on Climate Change. The 
inevitable inclusion of the developing
countries is only possible if the distribu-
tion of emissions rights, in which the

quantities are globally limited, corre-
spond to elementary fairness criteria.
Here, an egalitarian approach imposes
itself, which allows every individual
the same right to the emission of green-
house gases. 

In view of the fact that there are clear
differences specific to each country as
to the current greenhouse gas emis-
sions per capita, the proposal to reduce
greenhouse gases is acceptable in the
industrial countries’ view only in com-
bination with a convergence phase.
Böhringer assumed, for the develop-
ment of the contraction and conver-
gence path (C&C), that the global emis-

sion budget would be reduced linearly
by 25 percent from the current level over
the next 50 years. The rights for the 
globally available greenhouse gas emis-
sions would then be distributed accord-
ing to a gradual change from the actual
per capita distribution to an equal per
capita endowment. This equal endow-
ment should be finally reached in the
year 2050. In comparison with a refer-
ence development without an active cli-
mate protection, C&C implies a dras-
tic emission limitation for many regions
of the world.

The illustration visualizes the econo-
mic effects of the C&C scenario, which
are simulated with the general equilib-
rium modeling system developed by the
ZEW called PACE (Policy Assessment
based on Computable Equilibrium). In
the simulation, two different assump-
tions are made as to how individual
regions fulfill their emission-reduction
obligations. In the variant “no trade”, 
it is assumed that each region uses a
national carbon tax to realize its reduc-
tion obligation. The variant “trade”, 
however, allows each region the use of
a world-wide trade of emission-reduc-
tion rights. 

Variant “trade” reduces cost
of climate protection

The comparison of the two variants
“trade” and “no trade” shows not only
that a global emission-rights trade cuts
the cost of climate protection in over 
a half. What is politically much more 
significant is that not only can important
developing regions compensate eco-
nomic burdens from global climate pro-
tection through emission rights distri-
buted by C&C, but also that they par-
tially come out much better than in a re-
ference development without climate
protection. Since these countries are
leading a heated debate on justifiable
burden distribution of climate protec-
tion, the implementation of the C&C
scenario seems only politically feasible
within the framework of a tradable per-
mit system. �

Dr. Christoph Böhringer, boehringer@zew.de 

Global Climate Protection only within Reach with Tradable Emissions
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Welfare effects of Contraction and Convergence

Source: Böhringer/Welsch – ZEW Discussion Paper No. 99-13
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ZEW Financial Market Test

Results of the Survey in July 2000

Euroland: Diminishing Worries about Interest Rates Boost Share Prices

■ According to financial market experts,
German Blue Chip shares should be
overweighted when investing in Europe
in the next months. In July, 77 percent of
the experts gave the DAX the best
grades among Europe’s stock markets.
France and Italy are following closely.
75, or rather just under 72 percent of
the experts believe that these stock
markets will rise in the medium term.
The most recent equity price increases of
the German stock price indicator seem 
to confirm this assessment. According
to the forecasts, the DAX might attain
around 7.800 points by October. Just
under 35.000 points are expected for
the Italian MIBtel, and the French CAC-
40 is likely to approach the mark of
7.000 points. Investors should keep an
eye on an upside target of approxi-
mately 5.700 for the Euro Stoxx 50. An

interesting result of
the survey was that
optimism for tech-
nology stocks of
Frankfurt’s Neuer
Markt is markedly
lower than for the
DAX-shares. Merely
just under 64 per-
cent of the experts
predict that the 
NEMAX 50 will rise
on the medium
term. That is as
much as 13 per-

centage points less than for the DAX.
Nevertheless, with 6,550 points the 
October forecast exceeds the current
level by about 14 percent. In the light of
the recent turbulences which resulted in
hefty losses in the new economy stocks,
exceeding 50 per-
cent for some high-
tech companies,
this prospect will be
quite reassuring for
some investors.

Expectations con-
cerning the Euro-
pean key interest
rates will support
the positive assess-
ments for stocks in
Euroland. For in-
stance, the number
of experts interview-

ed expecting further interest rate
increases from the European Central
Bank has decreased to a good 76 per-
cent in July. In May, more than 90 per-
cent still held the opinion that Mr. Dui-
senberg, Director of the ECB, would
push up the short-term interest rates
in Euroland even further. In total, the
survey resulted in a forecast of five per-
cent until October for the three-month-
Euribor. Nevertheless, the most recent
inflationary data still do not give an all-
clear at the interest rate front. On the
contrary: the price increase rate has ac-
celerated from 1.9 percent in May to 2.4
percent in June. In addition, business
activity has speeded up in Euroland. Al-
most 50 percent of the experts said that
the current economic situation was good,
compared to only 36 percent in May. �

Felix Hüfner, huefner@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 experts take
part in the survey. 270 of them work in
banks, 50 in insurance companies,  40  in
investment companies and 40 in other
industries. Participants in the survey are

financial 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 financial
experts are questioned on their medium
term expectations about the develop-
ment of important international finan-
cial markets with respect to the busi-
ness cycle, the inflation rate, short term
and long term interest rates, the ex-
change 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
information to the applied procedure is
available as an abridged version pub-
lished by the ZEW. The present survey
was conducted between July 3, 2000
and July 18, 2000 and all calculations
are termed to July 21, 2000. �

BIrgit Sasse, sasse@zew.de

2,0

2,5

3,0

3,5

4,0

4,5

5,0

5,5

6,0

Euribor: Development and forecast

Source: Datastream, ZEW * until January 4, 1999 FIBOR (3M)

Euribor *
forecast
forecast interval

3000

4000

5000

6000

7000

8000

Oct 98 Apr 99 Oct 99 Apr 00 Oct 00

CAC-40: Development and forecast

Source: Datastream, ZEW

Oct 98 Apr 99 Oct 99 Apr 00 Oct 00

CAC-40
forecast
forecast interval



8 ZEW news English edition  –  No. 3 . 2000

Publications

ZEW news English edition – published quarterly
Publisher: Zentrum für Europäische Wirtschaftsforschung GmbH (ZEW) Mannheim 
L 7, 1 . D-68161 Mannheim . P.O.Box 10 34 43 . D-68034 Mannheim . Phone +49/621/1235-01, Fax -224 . Internet: www.zew.de
President: Prof. Dr. Wolfgang Franz
Editors: Katrin Voß, Phone +49/621/1235-103, Fax +49/621/1235-222, E-Mail voss@zew.de;

Dr. Herbert S. Buscher, Phone +49/621/1235-135, Fax +49/621/1235-222, E-Mail buscher@zew.de
Reprint and further distribution: only with mention of reference and sending of a voucher copy
Print: Offset-Friedrich, Ubstadt-Weiher, Germany

ZEW
Zentrum für Europäische
Wirtschaftsforschung GmbH

IM
P

R
IN

T

ZEW

ZEW Economic Studies
Rennings, Klaus; Hohmeyer, Olav, Ottinger, Richard L. (Eds.):

Social Costs and Sustainable Mobility
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