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COVID-19 in Sub-Saharan Africa: Profound
and Lasting Negative Effects on Education

The pandemic has struck sub-Saharan Africa with particular in-
tensity. In 2020 — the first year of the pandemic — GDP per capita
in the region fell an unprecedented 4.5 per cent. But while agri-
culture, industry and trade are slowly recovering, lost teaching
days will exert an acute impact over the long term.

A new ZEW study quantifies the impact of COVID-19 on edu-
cation in eight sub-Saharan countries, i.e. Ethiopia, Ghana, Ken-
ya, Liberia, Malawi, Nigeria, South Africa, and Tanzania. Using
pre-pandemic nationally representative household surveys that
include information on educational attainment of individuals
and their parents’ educational background as well as data on the
duration of school closures and government mitigation policies,
the study identifies a large discrepancy in terms of lost teaching

days: Young people from educationally disadvantaged house-
holds lost between 31 and 118 days of instruction in 2020 and
2021. By contrast, amongst young people whose parents have
at least a primary school diploma, comparatively few instruction
days were lost, ranging from 10 to 33.

Significant decline in graduation rates expected

The team of researchers from ZEW Mannheim and Tulane Uni-
versity in New Orleans, then simulated the effects of school clo-
sures and education policies on three indicators: secondary
school completion rates; social mobility; and projected long-
term income inequality. The study finds that the pandemic is
likely to have a significant and persistent negative effect on edu-
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cational inequality and its intergenerational persistence in
sub-Saharan Africa. According to the findings, secondary school
completion rates could drop by an average of 12 per cent due
to COVID-19. According to the study, young people whose par-
ents do not have a school-leaving certificate have been hit par-
ticularly hard; amongst this group, a 16 per cent decline in the
completion rate is anticipated. Overall, men are more strongly
affected by these educational losses than women. However,
women’s educational attainment is also affected by the fact that
in some of the countries studied, teenagers became pregnant
more frequently during the pandemic.

Another effect of the pandemic is declining social mobility —
that is, the chance that children from educationally disadvan-
taged households will achieve better educational attainment
than their parents. On average, intergenerational mobility is
expected to fall by ten per cent.

The researchers expect the income differences between chil-
dren from households with divergent levels of educational at-
tainment to grow even wider in future. This is in part because

online education cannot curb the negative effects of the pan-
demic on educational inequality, for access to the internet is too
closely tied to socio-economic status in the examined countries.

Internet access cannot make up
for structural problems

However, the study also finds that even universal access to
the internet would not have been able to close the pandem-
ic-related gap. Overall, an unrealistically large and costly effort
on the part of countries would have been required to fully miti-
gate the impact of school closures through distance education.
These findings highlight the importance of effective and exten-
sive interventions to catch up on pandemic-related learning defi-
cits and to prevent the prospected unprecedented decrease in
human capital that could potentially offset years of favourable
development in creating opportunities.

Dr. Guido Neidhofer, guido.neidhoefer@zew.de
Prof. Nora Lustig, PhD, nlustig@tulane.edu

Technological Change Promoted Equal
Opportunities in the Labour Market

With increasing digitalisation in Germany, the importance of one’s
social background for professional success has diminished. In
the 1990s, the increasing computerisation of the work environ-
ment made it easier for employees whose parents did not have a
German high school diploma (“Abitur”) to access jobs that were
subject to major technological change. Moreover, their wages in
these occupations converged with those of workers whose par-
ents had a high school diploma, as a recent study by ZEW shows.

The reason for these developments is that technological
change has altered professional requirements. As a result, the
knowledge and networks of parents, which can be advantageous
in career advancement, lose importance. In turn, the focus is
shifting to the individual skills and qualifications of each worker.

In the 1990s, the computerisation of workplaces in Germany
advanced rapidly. Whereas in 1992 only 16 per cent of all em-
ployees used mainly computer-based devices for their work, in
1999 this figure had more than doubled to 38 per cent. This had
a positive effect on equal opportunities: In occupations where
employees increasingly use computer-based devices in their
work, the share of workers from educationally disadvantaged
families rose significantly. This is especially true for higher qual-
ified workers who themselves have a high school diploma: If
computerisation in an occupation increases by ten percentage
points — that is, ten percentage points more employees in that
occupation use mainly computer-based devices in their work —

the proportion of those among the higher-skilled employees
whose parents do not have a high school diploma increases by
about four percentage points.

Wage disdvantages due to parental background
diminished steadily from the mid-90s onwards

But the educational background of the parents not only in-
fluenced job opportunities, but also wages: Until the early
1990s, the wages of employees from educationally disadvan-
taged families were between five and ten per cent lower com-
pared to employees whose parents had a high school diploma,
depending on their own level of education. The ZEW study shows
that this wage disadvantage steadily decreased from the mid-
1990s onwards, driven by occupations that underwent strong
technological change. For people with a high school diploma,
the wage disadvantage even disappeared completely from the
early 2000s onwards. It is remarkable that the wage disadvan-
tage did not increase again in the following years, although the
use of computers has become standard practice in many pro-
fessions, the researchers find.

The study can be downloaded at: www.zew.de/PU83357-1

Prof. Dr. Melanie Arntz, melanie.arntz@zew.de
Cécilia Lipowski, caecilia.lipowski@zew.de

Dr. Guido Neidhofer, guido.neidhoefer@zew.de
Dr. Ulrich Zierahn, ulrich.zierahn@zew.de
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End of Net Asset Purchases to Be Welcomed

The ECB discontinued its net asset purchase programmes at the
end of June. A new study by ZEW Mannheim with the support of
the Brigitte Strube Stiftung has examined how the bond purchas-
es have been allocated across the various euro countries.

The results show that since the beginning of the pandemic,
the share of government bond purchases, especially from Cy-
prus and ltaly, under its PSPP and PEPP programmes, has sig-
nificantly exceeded the ECB’s capital key. The public sector pur-
chase programme (PSPP) has already been active since 2015,
while the pandemic emergency purchase programme (PEPP) was
launched in March 2020 to cushion the effects of the COVID-19
crisis. In both programmes combined, the Eurosystem’s pur-
chases of Italian government bonds since March 2020 exceeded
the country’s actual share of the ECB capital key by 7.5 per cent.
In total, the Eurosystem’s cumulated net purchases of public
sector securities reached 4,340 billion euros by the end of March
2022. The purchase shares have fluctuated greatly over time.
After Italy and Spain were initially strongly overweighted in
spring 2020, their shares had fallen back to a normal level by

autumn 2021. Since then, however, the overweighting of these
two countries has increased significantly again.

ECB owns almost one third of euro government debt

Overall, the ZEW calculations prove that the ECB has tried to
oppose the spread increase on Southern European bonds. Ac-
cording to the authors of the study, in future, the ECB may in-
deed continue to reinvest principal payments from maturing
bonds for repurchasing those of distressed states. But it is un-
certain whether this will be enough to calm the markets.

The researchers welcome the withdrawal from bond purchas-
es, since it is a good thing that net purchases have come to an
end now, before holdings exceed the critical threshold of 33 per
cent of euro government debt. This is an important signal that
the ECB does not want to become the ultimate financier of Euro-
pean budgets.

The study can be downloaded at: www.zew.de/PU83410-1

Carlo Birkholz, carlo.birkholz@zew.de
Prof. Dr. Friedrich Heinemann, friedrich.heinemann@zew.de

PEPP AND PSPP STOCKS (MARCH 2022) AS A SHARE OF GOVERNMENT DEBT AND GDP 2021

DEBT
45 —
40 —
35 —
30 —
2 25 —
o
2 20 —
&
15 —
10 —
5
0 —
8T S=2E YT Yo PSSO OT =273 .8
EETESSEEPII28EE 58 ¢ F
o S = H o8 s2o2% o8 sf8 2o
= X X0 2 T am 8n s 3 £ 2 02
o 9 o O = - o5 ¢ < £ i 3 & 2
@ a g 5 O n v
=
>
-

GDP

Netherlands
Netherlands
Luxembourg
Malta
Ireland
Lithuania
Latvia
Greece
Netherlands
Slovakia
Finland
Austria
Cyprus
Germany
Belgium
EU-19
France
Slovenia
Italy
Portugal
Spain

Data on debt and GDP are taken from the AMECO database by the European Commission. The underlying GDP variable is defined as GDP at current prices. The variable debt is defined as general government gross debt. All data on PSPP

and PEPP purchases are taken from the ECB website.
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German Firms Take Precautions Against
Increasing Threat of Cyberattacks

The war in Ukraine poses major challenges for German firms. High
energy prices, as well as restricted access to intermediate inputs
and products impacts business activities, especially in the manu-
facturing industry. Larger firms in the information economy and
manufacturing industry are preparing for the increasing threat of
cyberattacks and have taken precautionary measures.

These are the findings of a representative survey conducted
by ZEW Mannheim between 17 March and 14 April 2022 among
approximately 700 firms in the manufacturing industry and in-
formation economy, including the ICT sector, media service pro-
viders and knowledge-intensive service providers.

Almost one in three firms in the information economy con-
firms that the threat of cyberattacks has significantly increased
since the war started. Accordingly, the same number of firms
has taken additional precautionary measures to protect them-
selves against these attacks. Whether firms expect an increas-
ing risk of cyberattacks and how often they take additional
precautionary measures also depends on their size, the ZEW
researchers find. The larger the firm, the higher the expected
risk of cyberattacks. Among the smaller firms with 5 to 19 em-
ployees, about one in four expects an increase in the threat of
cyberattacks and therefore takes additional precautionary meas-
ures. By comparison, at least two out of three large firms with
100 or more employees agree with the statement that the threat
of cyberattacks on their firm has increased significantly since
the start of the war or that they have taken additional precau-
tions since then.

Many suffer from high energy prices and
supply chain disruptions

Around 41 per cent of firms in the manufacturing industry
report a higher perceived risk of cyberattacks since the begin-
ning of the war. So far, one in three firms in the manufacturing
industry has taken additional precautions to protect themselves
against cyberattacks. Again, the likelihood of taking additional
precautionary measures depends on the firm size: Among small-
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er firms with 5 to 19 employees, 27 per cent have taken addi-
tional precautionary measures. At 55 per cent, this figure is twice
as high for firms with 100 or more employees.

The vast majority of firms in the manufacturing industry faces
negative consequences resulting from higher energy prices or
limited access to intermediate inputs and products. In the manu-
facturing industry, 85 per cent of firms agree with the statement
that higher energy prices are a serious economic burden on their
business activities at the moment. Firms with 100 or more em-
ployees were more likely to agree with this statement (93 per
cent) than firms with 5 to 19 employees (83 per cent) and 20 to
99 employees (84 per cent). In terms of supply chain disrup-
tions, 88 per cent of firms in the manufacturing industry con-
firmed that restricted access to intermediate inputs and prod-
ucts currently poses a serious economic burden on their oper-
ations. Smaller firms with 5 to 19 employees agree with this
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statement most often (91 per cent), compared to medium-sized
and large firms (around 85 per cent).

Firms in the information economy, which primarily includes
the services sector, also report to be negatively affected by high-
er energy prices or supply chain disruptions. Almost one in two
firms in the information economy states that higher energy pric-
es are currently a serious burden on their business activities.
This figure is consistent among all firm sizes. In the survey, 36
per cent of all firms report that restricted access to intermediate
inputs and products is currently severely affecting their busi-
ness activities. However, about every second large company
with 100 or more employees agrees that limited access to inter-
mediate inputs and products is currently a serious burden on
their business activities.

Prof. Dr. Irene Bertschek, irene.bertschek@zew.de
Dr. Daniel Erdsiek, daniel.erdsiek@zew.de

Voters of All Ages Should Start Caring More
About Future-Oriented Policies

Due to demographic change, Germany is increasingly developing
into a so-called ‘gerontocracy’. A reform lowering the voting age
to 16 is supposed to counteract this. A recent ZEW study exam-
ines the question of whether such a reform is ambitious enough
to anchor future-oriented interests more strongly in current poli-
tics. The study suggests that lowering the voting age does little
to change a central limitation of democracy: If voters care only
abouttheir narrow interests, then policies will tend to be strongly
shaped by the present and, in this case, an ageing society.

Germany is getting older and so are its voters: The most re-
cent federal elections, for example, were dominated by people
over 50, who made up 60 per cent of the electorate, while only
14 per cent of voters were under 30, compared to 19 per centin
1961. This demographic change may have serious implications
forthe political system in Germany. Based on data from the Euro-
barometer and the German Internet Panel (GIP), a recent ZEW
study has examined the extent to which old people have differ-
ent policy preferences than young people. Using past state-lev-
el reforms of the voting age in Germany, the study then investi-
gates the potential implications of these age gradients for demo-
cratically adopted policies.

Preferences do vary by age. For example, the expansion of re-
newable energy or the relevance of digital technologies are are-
as that mainly younger voters tend to care about. The older gen-
eration, on the other hand, is more in favour of the debt brake
and taxincreases to support the pension system. Higher public
spending on education, typically thought of as a policy target-
ing the youth, is widely supported across all age groups. Tax-
financed redistribution policies and further European integra-

tion also appeal to old and young age groups, while middle-aged
voters tend to reject these. According to the author of the ZEW
expert brief, overall, these political preferences are not always
linear and sometimes go in unexpected directions, in contrast
to a view that sees voters as simple, self-interested actors.

Intergenerational altruism among voters
should be encouraged

The study suggests that lowering the voting age would have
little impact on shaping future policies. Avoting age of 16 would
bring about 1.5 million new voters aged 16 and 17, but they
make up only 2.5 per cent of the electorate. Important policy
goals of the future, such as climate change, cannot be left to
only a small group of young voters. At the same time, the Ger-
man population continues to age, while the voting age cannot
be lowered much furtherthan 16. So, if democratic participation
is strictly limited to voting for policies that only benefit the nar-
rowly defined self-interest, then this is a recipe for disaster in
the long-term. However, the study’s findings suggest that peo-
ple’s preferences are much more nuanced compared to a view
that sees voters as selfish and unsophisticated. In particular,
intergenerational altruism is important to people, and the data
shows that this has improved in Germany and Europe in recent
decades. Improving voter education on long-term issues com-
bined with further promotion of intergenerational altruism may
be the more promising path forward, the researcher concludes.

The ZEW expert brief can be downloaded at:

www.zew.de/PU83323-1

Dr. Zareh Asatryan, zareh.asatryan@zew.de
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Failed Founders More Likely to Fail Again

Failing with a start-up is usually considered as a valuable experi-
ence whose insights will help the founders to be more successful
in their next start-up. However, this is a false conclusion, as a re-
cent study by ZEW Mannheim and the Institute for SME Research
(ifm) at the University of Mannheim shows. On the contrary, there
isan above-average probability that those founders will fail again
with future start-ups.

The probability that a start-up of founders who had previous-
ly failed will survive the first year is 3.8 percentage points lower
than that of first-time founders. It is even 6.5 percentage points
lower if founders did not voluntarily give up their previous busi-
ness but had to file for bankruptcy. In that case, they are also
3.9 percentage points more likely to file for bankruptcy again
with their new business.

The findings suggest that a failed start-up reflects the be-
low-average entrepreneurial skills of the founders. Failed found-
ers differ from first-time founders in many characteristics, such
as their age, educational background, managerial experience,
as well as in the sector of the start-up. In the empirical analysis,
the researchers controlled for all these variables and showed
that they are not decisive for the fact that start-ups of failed
founders survive less often than those of first-time founders.
Rather, the reason seems to be that failed founders on average

lack entrepreneurial skills. According to the study, funding pro-
grammes that make it easier for all failed founders to start a new
business without making any further distinctions should there-
fore be viewed critically. With the goal formulated in the coali-
tion agreement to establish a “culture of second chances”, the
federal government wants to make it easier for founders to re-
ceive support with start-up financing.

The study indicates that a differentiated approach would
make more sense. It would be advisable to filter out promising
entrepreneurs from the group of failed founders and provide
them with targeted support. Supporting the entire group of failed
founders in further start-ups would consume resources without
creating value. These resources could be used more sensibly
elsewhere. Such an approach harms both the individual entre-
preneurs and society as a whole.

The ZEW study is based on data from the IAB/ZEW Start-up
Panel, which tracks the development of newly founded enter-
prises over several years and provides extensive firm-specific
information. For this purpose, about 6,000 enterprises are in-
terviewed by telephone every year on behalf of ZEW and the In-
stitute for Employment Research (IAB).

The study can be downloaded at: www.zew.de/PU82891-1

Dr. Sandra Gottschalk, sandra.gottschalk@zew.de
Dr. Bettina Miller, bettina.mueller@zew.de

Minimum Standards Can Speed Up the
Expansion of Renewables in Heat Supply

Minimum standards can be effective in motivating homeowners
to replace gas and oil heating systems. This is the result of a re-
cent study by ZEW Mannheim and the Leibniz Institute of Ecologi-
cal Urban and Regional Development (IOER) Dresden.

The heat transition is essential for Germany to achieve its cli-
mate goals. In view of the war in Ukraine and related sanctions,
the heat transition has now become an even more urgent matter

than before. Heating the high existing building stock in Germa-
ny with renewable energies is a Herculean task. Unfortunately,
this has gone unnoticed fortoo long, according to the study au-
thors. Heating systems based on renewable energies are often
more expensive for consumers than fossil-based systems. For
example, gas boilers still accounted for around 70 per cent of
the 900,000 newly installed heating systems in 2021. Heat
pumps utilizing environmental heat accounted for only 17 per



cent. On average, heating is responsible for one third of energy
consumption and 40 per cent of carbon dioxide emissions in
the European Union.

With its energy price relief package, the German government
coalition also wants to drive forward the heating transition. For
example, every newly installed heating system is to be powered
by 65 per cent renewable energies from 2024. The federal gov-
ernment’s goal is ambitious. However, the question is whether
such minimum targets will have a successful impact on the mar-
ket. That’s what the researchers wanted to examine in the study.

Baden-Wiirttemberg’s special regulatory path

For the analyses, the researchers take a closer look at the
special regulation that Baden-Wiirttemberg opted for at the end
of the 2000s. At that time, the nationwide focus of energy poli-
cy was on new buildings. For example, the federal government
has required the use of renewable heating technologies in new
buildings since 2009.

However, the Renewable Energies Heat Act (Erneuerbare-
Warme-Gesetz; EWdrmeG) introduced in Baden-Wiirttemberg
also obliged owners of existing buildings to cover at least ten
per cent of their heating demand with renewable energies when
replacing the heating system from 2010 onwards. In addition
to the use of renewable energies, homeowners could also re-
sort to a number of alternative options to meet this obligation.
These included, for example, choosing a biogas tariff or pur-
chasing bio-oil.

Using data on applications for federal subsidies for renew-
able heating systems, the team of researchers analysed how of-
ten these were approved in Baden-Wiirttemberg before and after
the legal obligation came into force, compared to neighbouring
federal states that have not passed a comparable regulation. For
the period from 2007 to 2014, the researchers find a positive

ENERGY SOURCES USED BY HOUSEHOLDS IN GERMANY
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43.50%

25.90%

RESEARCH FINDINGS | ZEWNEWS JULY/AUGUST 2022 | 7

and statistically significant effect of an average of two additional
approved applications per 1,000 eligible buildings. Assuming a
retrofitting rate of one per cent per year, this would correspond
to an increase in the adoption of renewable heating technolo-
gies of about 20 per cent after the introduction of the EWarmeG.

The EWdrmeG in Baden-Wirttemberg aims to encourage
homeowners to invest in renewable heating systems in existing
buildings who would not otherwise have considered such an
investment despite the availability of state subsidies. The com-
bination of mandatory and subsidised renewable heating thus
leads to an increase in the use of renewable heating technolo-
gies in existing residential buildings.

Alternative options and higher replacement costs can
run counter to the positive effect of the subsidy

The scheme is particularly effective in municipalities where
renewable heat supply was particularly scarce. There, the obli-
gation led to an above-average number of investments in heat
pumps and other renewable heating systems, with six approved
applications per 1,000 eligible buildings.

In view of the results, the study authors conclude that the
carrot-and-stick policy seems to have a complementary effect.
However, they also observe that the positive effects of the regu-
lation could be mitigated by alternative compliance options,
such as choosing a biogas tariff, or even partially counteracted
by delaying the replacement of heating systems. This underlines
the importance of taking a close look at the details when de-
signing such regulations.

The study can be downloaded at: www.sciencedirect.com/

science/article/pii/S0166046221001137?via%3Dihub

Dr. Martin Achtnicht, m.achtnicht@ioer.de
Dr. Robert Germeshausen, robert.germeshausen@zew.de
Kathrine von Graevenitz, Ph.D., kathrine.vongraevenitz@zew.de
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“Climate Protection Must Be Worthwhile” —
#ZEWBookTalk with Achim Wambach

What contribution must municipalities, the federal government
and the EU make in order to achieve the climate targets? Which
instruments are effective and which are counterproductive? And
what can each and every one of us do to make a difference? These
are some of the questions ZEW President Professor Achim Wam-
bach addresses in his latest book “Klima muss sich lohnen” (“Cli-
mate Protection Must Be Worthwhile”). At the #ZEWBookTalk on
4 July 2022, the economist gave a preview of his book and pre-
sented its core theses. In his presentation, Wambach provided
the around 55 participants with an overview of the various dimen-
sions of climate policy. Furthermore, he pleaded for more eco-
nomic rationality in the choice of appropriate instruments, as
markets and mechanisms operating in the background determine
the effectiveness of individual climate policy measures. The way
they operate, however, is less obvious than often assumed.

“In no other area of politics does the public discourse differ
so much from the views of economists as in the debates on cli-
mate policy,” said Wambach, opening his talk. This observation
prompted him to write a book that argues for an economic per-
spective, evaluating measures based on their climate policy im-
pacts and taking into account the economic interdependencies
of the various instruments.

Wambach supports expansion of the EU ETS
as a key instrument

Wambach demonstrated his standpoint regarding several
measures currently under discussion, including the proposal to
install solar panels on all buildings in a city. “Equipping roofs
with solar panels alone has no positive effect on climate pro-
tection in Europe,” said Wambach. This is because electricity
generation is part of the European emissions trading scheme.
If the city uses less conventional electricity after installing so-
lar panels, the electricity producer needs fewer emission certif-
icates, which would then be bought by another European elec-

tricity producer orindustrial company, because the total amount
of certificates is capped. Nevertheless, according to Wambach,
solar panels can be economically beneficial when other ener-
gy sources are more expensive. However, the decision should
be based on economic considerations rather than on climate
policy reasons.

The same mechanism can be observed for Germany’s coal
phase-out: “From a climate policy perspective, the planned de-
lay of the coal phase-out is not a problem, as coal-fired power
is covered by certificate trading,” Wambach explained. “If we
use more certificates, the cap ensures that others will use less.”

Wambach supports the expansion of the EU Emissions Trad-
ing Scheme as a key instrument. “Not introducing a second EU
emissions trading scheme for the buildings and transport sec-
tors would be a step backwards in climate policy.” The Euro-
pean Parliament and the Council still have to agree on the
final version of the planned reform. At the same time, Wam-
bach stressed that Europe is responsible for less than ten per
cent of global CO, emissions and that climate policy must be
treated as a global issue. He considers the establishment of
a climate club and the implementation of replicable climate
policy measures to be the most important levers for solving cli-
mate policy problems. These measures also require additional
investment in innovation at the federal level.

Sabine Elbert, sabine.elbert@zew.de
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Q&A: Research as the Foundation of a Corporate Spin-Off?

“Products Need to Be Developed Quickly
and in a Market-Oriented Way”

ZEW researcher Dr. Jan Kinne founded the start-up istari.ai togeth-
er with Dr. David Lenz from Giessen University while completing
their doctorate. Istari.ai uses artificial intelligence to analyses
corporate information based on text-based web data. In this in-
terview, the economist looks back on the time when the company
was founded, gives researchers advice on founding a start-up and
explains how his company istari.ai provides added value to com-
panies and decision-makers in politics.

You founded the start-up istari.ai in March 2019. How did it
all start?

| already worked a lot with company data during my stud-
ies and wrote my bachelor’s and master’s thesis based on the
Mannheim Enterprise Panel and the Mannheim Innovation Pan-
el. Our start-up ultimately resulted from a research project on
web-based innovation indicators by ZEW and Giessen University.
This is also where | met my co-founder David Lenz.

The idea of the project was to determine whether companies
are innovative by analysing their websites and to use artificial
intelligence to generate market and corporate information in real
time from company websites. The internet is full of information
about companies, but only a small fraction of it can be found in
traditional business databases. Traditional data sources, e.g.
patent data or company surveys, often include obsolete infor-
mation or do not consider specific aspects. Soon we realised,
web-based data on companies has the potential to be used
outside of innovation research as well. Then, in early 2019, we
registered an entrepreneurial company.

Who is interested in your data? What are your main target
groups?

At first we sold our data to universities and research insti-
tutions. Last year, we primarily focused on sponsors of region-
al economic development, associations and ministries. This is
where policymakers come into play. There are many reasons
why they need an up-to-date overview of the regional economy
or their sector to make good decisions. For instance, istari.ai
was able to show the impact that COVID-related measures had
on companies in spring 2020. Instead of relying on rigid and of-
ten obsolete data in traditional business databases, they can
use our data to see the situation as it was e.g. one week ago.

Another example: Let’s say | want to know which companies
in my region are active in the field of Al or who | can contact if |
want to organise a workshop or pursue a digitalisation agenda
in my region or field. In these cases, we can provide the neces-
sary information.

A further increasingly important target group is what we call
‘professional services and consulting’. This includes all analysts
and consultants who carry out market or sector analyses and

also rely on up-to-date information, for example on the topics
of sustainability and artificial intelligence.

What advice would you give to other researchers who are
planning a start-up?

I would recommend taking the next step and venturing into
founding a start-up if you have a good idea. | quickly learned
that researchers always feel the need to explain everything in
detail. This is not necessary in business. You have to be con-
vincing, show that there is a market need for your product and
that someone will really benefit from it and is willing to pay for
it. This aspect is very important and perhaps not so appealing
to some scientists. You need to try to develop market-oriented
products, to develop them quickly and sometimes leave your
inner perfectionist at the door.

You know both the role of a scientist and that of a CEO of a
start-up. Which one do you prefer?

They are really two very different roles. What | miss a bit in
my role as an entrepreneur is the opportunity you have as a re-
searcher to work very intensively on a certain topic. It’s great to
have the opportunity to fully immerse yourself in a topic and
take time for it.

As an entrepreneur, on the other hand, this is hardly pos-
sible. You have to work in a very practice-oriented manner and
everything needs to happen much faster. What I like about the
business side is the broad spectrum of tasks. Every few days
something new comes along and you have to adapt and find
quick solutions. In a team as small as ours, you can’t just pass
the job on to someone else. You are responsible for everything
yourself, from personnel and tax issues to technical matters.
Despite the many challenges, it is still a lot of fun, and | have
to say: Over the last year, | have learned more than in many
years before.

www.zew.de/AM8210-1

Dr. Jan Kinne
isaresearcherin ZEW’s “Economics of
Innovation and Industrial Dynamics”
Department. His research interest lies
in the use of text-based web data for
innovation research. In March 2019, he
founded the start-up istari.ai together
with Dr. David Lenz.

15- ',

jan.kinne@zew.de
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New Information Service “ZEW Monthly”: Sign up for All the Latest News from ZEW

Dear ZEWnews readers,

With this issue, we are discontinuing the printing and mailing
of “ZEWnews” in favour of a digital and innovatively informative
publication — the “ZEWMonthly”. So if you are interested in stay-
ing connected with us and continue to be regularly informed
about the latest ZEW research results, publications and events,
you have now the possibility to conveniently receive this infor-
mation digitally via our new service “ZEW Monthly”.

© What does the new information service offer you?

The “ZEW Monthly” provides the usual mix of topics, but also
delves into current debates with more in-depth articles. Links
in or at the end of an article will take you to further information
and results if you wish.

© How can you access the new information?

There are two possibilities: (1) Simply scan the QR code on the
left with your smartphone and subscribe. As usual, you will re-
ceive the latest news from and about ZEW in concise form by
e-mail every month. (2) Alternatively, you can conveniently sign
up for the new information service at www.zew.de/WS374-1.
You can then read the “ZEW Monthly” on your PC, laptop, tablet
or smartphone. Just like the ZEWnews, this service will be com-
pletely for free and you can unsubscribe from “ZEW Monthly” at
any time.

No matter what you decide: We would like to thank you for your
loyalty and interest in our institute. And of course we would be
pleased to count you among the subscribers of our new digital
information service “ZEW Monthly”!

Your ZEWnews team

Zareh Asatryan Appointed to Armenia’s Economic Policy Council

Dr. Zareh Asatryan, deputy head of the Research Department
“Corporate Taxation and Public Finance” at ZEW Mannheim, has
been appointed to the Economic Policy Council to the Prime
Minister of Armenia. The independent council was established
in May 2022. Together with eight other experts from academia,
politics and business, Zareh Asatryan will provide policy advice
to the Armenian government as input for the design of econom-
ic reforms. The ZEW economist will contribute with his expertise
especially in the area of public finances. Dr. Asatryan explains:

ZEW economist Zareh Asatryan has been appointed to Armenia’s Economic
Policy Council. Photo: ZEW

“Armenia is facing major economic challenges as a result of on-
going political and economic transformations in the world as
well as due to major regional shocks. | look forward to contrib-
uting my knowledge — especially in the areas of fiscal and tax
policy —in order to help the country make better informed eco-
nomic policy decisions.”

ZEW research department head Professor Friedrich Heinemann
adds: “The fact that Zareh Asatryan has been selected for this
prestigious and important task is a testament to his outstand-
ing work. It also shows the great economic policy relevance of
ZEW research in the field of public finance, which is highly ap-
preciated even beyond the borders of the EU.”

Zareh Asatryan studied economics at Humboldt University in
Berlin and applied mathematics and statistics at the State Uni-
versity of New York at Stony Brook in the USA. In 2015, he ob-
tained his PhD in economics from the University of Freiburg. His
research focuses on public finance, political economy and de-
velopment economics. His research has been published in jour-
nals such as the Journal of Public Economics and the Review of
Economics and Statistics. According to RePEc, Dr. Asatryan is
ranked among the top one per cent of young economists world-
wide whose first publication was ten or fewer years ago. He has
been a board member of the Armenian Economic Association
for over ten years.



Energy Crisis, Raw Material Shortages and
Supply Bottlenecks Lower Growth Forecasts
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The German economy will grow only moderately by 1.5 per cent
in 2022, according to the assessment of the financial market ex-
perts surveyed by ZEW Mannheim in July 2022. Compared to
April 2022, the respondents have revised their forecast for 2023
downwards from 2.5 to 1.5 per cent. The experts do not expect
the economy to accelerate before 2024, when growth is expect-
ed to reach 2.0 per cent. Rising inflation, raw material shortag-
es and disrupted supply chains have the strongest negative im-
pact on respondents’ growth forecast. About 38 and 51 per cent
of participants, respectively, say that energy prices had a nega-
tive or strongly negative impact on their forecast. 53 and 21 per
cent of respondents, respectively, attribute a negative or strongly
negative influence to inflation (excluding energy prices) on their
forecast. The third and fourth strongest influencing factors are
the shortage of raw materials and supply chain disruptions.

Thibault Cézanne, thibault.cezanne@zew.de
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ZEW Indicator of Economic
Sentiment Collapses
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The ZEW Indicator of Economic Sentiment for Germany slumped
by 25.8 points to a value of minus 53.8 points in the July 2022
survey. The assessment of the economic situation in Germany
has also decreased sharply and currently stands at minus 45.8
points, 18.2 points lower than in the previous month. Both the
assessment of the economic situation and the expectations are
thus even slightly below the values recorded in March 2020 at
the beginning of the COVID-19 crisis. The current major concerns
about the energy supply in Germany, the ECB’s announced in-
terest rate hike and further pandemic-related restrictions in Chi-
na have led to a considerable deterioration in the economic out-
look. The experts have further lowered their already unfavoura-
ble forecasts for the next sixmonths, especially for the energy-in-
tensive and export-oriented sectors of the economy. Private con-
sumption is also assessed as significantly weaker.

Dr. Michael Schroder, michael.schroeder@zew.de

Economics of Public Procurement

ZEW, jointly with the University of Turku and the VATT Institute
for Economic Research, is pleased to announce the 4th Econom-
ics of Public Procurement Workshop, which will take place in
Mannheim on 27 and 28 October 2022. The workshop aims to
provide an annual forum to discuss recent advances in the eco-
nomic analysis of public procurement and to bring together
economists active in the field. Both empirical and theoretical
work is welcome. Interested authors are asked to submit an ex-
tended abstract or, preferably, a full paper in PDF format by 8
August 2022. More Information: www.zew.de/VA3871-1

14th ReCapNet Conference

ZEW is happy to host the 14th Conference of the Network on Re-
al Estate Markets and Capital Markets (ReCapNet) to be held at
the end of October 2022. The conference focuses on a broad
range of topics related to real estate markets and their connect-
ed capital markets. Theoretical, empirical and policy-oriented
contributions on this topic and on all areas of real estate finance
and real estate economics are welcome. Interested researchers
are asked to submit their full papers in PDF format no later than
15 August 2022. The conference is planned to be held in per-
son. More information: www.zew.de/VA3906-1
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China.Table: Russia’s invasion
of Ukraine has shown once again
the risks of having close ties with
a country ruled by an authoritarian
regime. Shouldn’t Russia’s actions
teach us a lesson regarding China?

Wambach: A number of recent
studies have looked into the poten-
tial consequences of us ending trade with China. Our GDP would
drop between one and four per cent. The Chinese and the Euro-
pean economic area are closely intertwined.

China.Table: That doesn’t sound so bad.

Wambach: But it would be. Around ten per cent of German
exports go to China. Many trade and procurement channels
would need to be adapted in case of a serious conflict. The com-
panies affected by these changes would face considerable loss-
es. Then there are the investments of German entrepreneurs in
China itself. If local production is impaired, this would at least
reduce the company value. Stopping business in China is fea-
sible, still it would hurt the German economy a lot. However, |
do not see a development in this direction at the moment. Large
German companies continue to invest in China. Itis rather small
companies that are reconsidering their business in China be-
cause of the many security requirements.

China.Table: Which is understandable, isn’t it?

Wambach: In the light of recent events, we should indeed
analyse in which areas we have become too dependent on in-
dividual countries and where we can establish new supply
chains. These are the lessons we are learning from the conflict
with Russian. Every large company doing business in China is
now confronted with this question. Most of them, however, aim
to overcome dependencies, rather than to cut ties with China in
general.

China.Table: Doesn’t China already have certain companies
under its thumb? VW and Daimler generate more than half of
their business turnover in China.

Wambach: It would be wrong for VW to withdraw from China
completely. Perhaps trade has not resulted in the change we
once hoped for. Still, constant exchange has brought a certain
degree of stability to our relations with China. | am convinced
that Volkswagen and other companies will now closely examine

Embracing Free Trade

how vulnerable they are in case the West imposes comprehen-
sive sanctions against China in the future.

China.Table: What should they do?

Wambach: | recommend carrying out stress tests. Every com-
pany should run through all possible risk scenarios. Hardly any-
one had considered Russia as a potential risk factor. Otherwise
we would not be as dependent on Russian gas as we are now.
This is also true for other raw materials, e.g. rare earths or com-
puter chips, where we are too dependent on single countries.

China.Table: What conclusions can we draw from this?

Wambach: German companies should put their focus on oth-
er geographical regions again, such as India and South America,
but also North America, especially in the case of VW. This does
not mean that VW should end all production in China. | recom-
mend keeping up trade but constantly working to reduce de-
pendencies. However, it is not enough for only companies to
engage in risk management. As we have seen recently, there are
systemic risks that companies cannot address alone. Policymak-
ers can support companies in many ways, e.g. in the search for
new sources of raw materials. Also, more trade agreements can
give companies access to new sales markets.

China.Table: Do you recommend embracing free trade in-
stead of renationalisation?

Wambach: I recommend that we should try to diversify trade
at least. To avoid dependencies, it is necessary to have many
trading partners, not just one. Many regions of the world still
have a phase of high economic growth ahead of them. And not
all of them are autocracies. German companies with a lot of ex-
perience in international trade would be very well positioned
there.

President of ZEW, Prof. Achim Wambach, PhD

This interview was published in a longer version on 31 May 2022 in
“China.Table”.
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