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Interest Groups in the US Influence Voting
Behaviour on Contested Bills

Vote buying your way to a majority: interest groups increase their
donation activity to members of the US House of Representatives
in order to push through contested bills with a narrow majority.
Members who are known to be indifferent or undecided are most
likely to be targeted by interest groups. During election years,
campaign finance donations from interest groups increase around
voting dates of contested bills. These are the results of a study
conducted by ZEW together with the University of Basel, the Uni-
versity of St. Gallen, and the University of Bolzano.

The study examines how campaign contributions and legis-
lative decisions are related, and whether campaign donations
actually influence the voting behaviour of members of the US
House of Representatives with respect to their legislative deci-

sions. The study focuses on bills that were passed or rejected
by a narrow margin, i.e. with a yes vote share of just below or
just above 50 per cent.

The results are based on data on roll-call votes and campaign
contributions in the US House of Representatives between 1990
and 2014. Data on roll-call votes and bills is based on publica-
tions of the US House of Representatives, the Library of Con-
gress, and the US Government Publishing Office (GPO). Data on
individual campaign contributions was provided by the Center
for Responsive Politics (CRP), a non-profit, nonpartisan research
group based in Washington, D.C.

In their study, the authors indeed document a link between
well-timed campaign donations from interest groups and the
adoption of contested bills. Members of the US House of Rep-
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resentatives are systematically more likely to narrowly pass bills
than to narrowly reject them. The researchers considered total
daily campaign contributions to members of the House around
the time of roll-call votes over a period of four weeks before and
after the voting day. Donations to members during this period
are, on average, higher for bills passed by a narrow majority than
for bills rejected with the same narrow margin. In the four weeks
before and after the vote, the daily total of donations is on av-
erage about 190,000 US dollars higher around bills narrowly
passed than around bills that were narrowly declined. This sug-
gests that the surplus of yes votes is systematically related to
the interests of campaign donors.

Interest groups predominantly make donations to
members who are still considered undecided

The bulk of donations goes to members who seem willing to
pass the respective bills but are still considered undecided. It
is above all these indifferent members of the House which in-
terest groups target. Lobbyists therefore need to know as much
as possible about the attitudes and preferences of the members
of the House to adjust their activities accordingly. If interest
groups are well informed about the respective preferences of
individual members, they can approach them in a targeted man-
ner. If this is not the case and information is scarce, however,
interest groups have to make donations to random members of
the House, which can make donations less efficient and leads
to a lower impact on voting results.

Activities of interest groups have much greater
impact during election years

The study further shows that the activities of interest groups
have a much greater impact during election years than other-
wise; the difference in donations between barely won and bare-
ly lost votes in the four weeks before and after the vote during
election years amounts on average to 280,000 US dollars. This
is most likely due to legislators being in need of increased fi-
nancing during their election campaigns. In addition, interest

Campaign donations by interest groups affect
the voting behaviour of members of the US
House of Representatives.
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groups have greater access to members of the US House of Rep-
resentatives during the election years because there are more
occasions to meet and enterinto contact with them (forinstance
at fundraising events), which makes it easier for lobbyists to as-
sert their interests.

The authors furthermore observed a time pattern of system-
atic irregularities in donations around the date of the vote. Do-
nations already react before the voting result can be observed,
meaning that precisely timed donations have an effect on the
voting regarding contested bills, and not vice versa. Financing
activities are most intensive in the period of about ten days be-
fore the vote to the day after the vote, as well as the period of
15 to 24 days after the vote during election years. Money could
be a motivating factorimmediately before the vote and become
a reward after it.

If a bill is contested and the result of the vote is likely to be
decided with a relatively narrow margin, the vote of a single leg-
islator or a small number of legislators is decisive for the rejec-
tion or adoption of the bill. For interest groups this means that
the marginal utility of the required 50 per cent rises sharply. So,
convincing another member to vote yes via a high donation be-
comes cost-efficient.

Interest groups tend to financially support members
with a similar political position

Interest groups generally provide financial support to mem-
bers of the House with whom they share similar political posi-
tions. Both sides are influencing each other: interest groups
support members whose voting behaviour to date has been
geared to the political preferences of the interest groups, and
the representatives in turn adjust their voting behaviour on the
basis of donations from interest groups. This typically makes a
clear identification of the causal direction of the relationship
quite difficult. The study now presents a new approach of how
this problem can be approached.

The complete study is available for download at:

https://www.zew.de/WS51-1

Dr. Michaela Slotwinski, michaela.slotwinski@zew.de
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Corporate Landscapes in East and West
Germany Are Becoming More and More Alike

The corporate landscape of family-run businesses in East Germany
is becoming increasingly similar to that of the former West Ger-
man states. Three decades after the fall of the Berlin Wall and the
subsequent reunification of the two German states, the compo-
sition of family-run firms in East Germany and the situation in
West Germany are growing more and more alike. This is the key
finding of a study carried out by ZEW on behalf of the Foundation
for Family Businesses.

As the study shows, the share of large family-run companies
in the overall number of family businesses experienced a par-
ticularly strong growth. In East Germany, the share of family
businesses with more than 500 employees rose from seven per
centin 1993 to 18 per centin 2017 — thereby reaching the same
value recorded in the former West German states. The share of
family businesses with 250 to 499 employees even climbed
from 17 per cent to 27 per cent. For family businesses of the
same size that are based in the former West Germany, this share
is only 26 per cent.

In addition, the study shows that there is an increasing num-
ber of East German family businesses that are run by local fam-
ilies. By contrast, the share of family-run companies whose own-
ers are from West Germany decreased in the period between
2001 and 2017. While almost one third of family companies
with at least 250 employees were in the hands of West German
business owners, this figure fell to ten per centin 2017.

East Germany has a higher proportion of family-run
businesses than West Germany

With a value of 92 per cent, the share of family-run businesses
is higher in East Germany than it is in the states that were for-
merly part of West Germany. The federal states with the highest
shares of family businesses are Thuringia (93 per cent), Saxony-
Anhalt, Saxony, Mecklenburg-Vorpommern, Rhineland-Palati-
nate and Brandenburg (92 per cent each).
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In spring 2019, ZEW had already published a study on the
economic importance of family businesses carried out on behalf
of the Foundation for Family Businesses. In this study, the re-
searchers found that family-run businesses make a decisive
contribution to the economic stability and employ almost 60 per
cent of all workers in the private sector.

The study is available to download at: https://www.familien-

unternehmen.de/media/public/pdf/publikationen-studien/

studien/Entwicklung-Familienunternehmen-neue-Bundesl-
aender_Studie_Stiftung-Familienunternehmen.pdf
Dr. Sandra Gottschalk, sandra.gottschalk@zew.de

OWNER-MANAGED BUSINESSES IN EAST GERMANY (EXCLUDING
BERLIN) AND WEST GERMANY, BY SIZE CATEGORIES
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Q&A: How Do Chinese Executives Approach Germany — and Vice Versa?

“Chinese Executives Want to Learn from
German Experts and Firms”

For seven years now, Chinese executives have been attending
ZEW’s month-long training programme “Fit for Partnership in Ger-
many”. The programme, which is funded by the Federal Ministry
of Economics and Energy, is overseen by Barbara Hey, deputy
head of the ZEW Service Department “Knowledge Transfer and
Qualification Programmes”, together with her colleague Manuel
Lauer. In this interview, she talks about how managers from China
engage with Germany and what they expect from their business
partners.

Participants in the “Fit for Partnership in Germany” pro-
gramme attend seminars at ZEW and visit companies on-site.
What do the participants learn in the seminars?

In our experience, Chinese managers are very inquisitive and
have diverse interests. Participants are perhaps most interest-
ed in learning about the German way of doing business and Ger-
man culture in general. Besides visiting partnering companies,
each group attends professional seminars on business manage-
ment and interpersonal skills. In addition, we provide individu-
alised assistance with specific questions and challenges, such
as how to do business with German small and medium-sized
enterprises, where to find potential partners, and how to con-
tact them.

At the beginning we were surprised by the strong interest in
training related to fundamental business skills, including how
to act with confidence and communicate professionally at trade
fairs, or how to network with German partners. Ultimately, the
participants simply want to feel confident when doing business
in a foreign country.

Barbara Hey

is deputy head of the ZEW Service
Department “Knowledge Transfer
and Qualification Programmes”.
Having studied business adminis-
tration and psychology, she is one of
the few trainers in Germany who have
specialised in the qualification of re-
searchers in the field of soft skills
with a focus on presentation, moderation and communication.
She has many years of experience in conducting international
seminars and coaching sessions, and offers advice not only to
academics but also to business experts and managers.
barbara.hey@zew.de

The programme includes opportunities for Chinese execu-
tives to meet managers at local companies. Why is there an in-
terest in German companies?

German companies enjoy an outstanding reputation in China.
Chinese managers want to learn from German experts in order
to find out what has made the German economy the largest in
Europe and one of the strongest economies in the world. Ger-
many is regarded as an attractive sales market for Chinese prod-
ucts — as well as an important source of imports to China. Our
participants see German companies as valuable cooperation
partners who can open doors to the European Union.

Against this backdrop, we combine classroom instruction
with real-world visits to local companies. Participants thus ex-
perience first-hand how German small and medium-sized en-
terprises operate, including how they organises ‘dual training’,
conduct quality management, or select sales channels. Our
groups greatly appreciate the opportunity to take a look behind
the scenes, and they learn many valuable lessons for their man-
agerial practice back home.

What can German managers learn from their Chinese col-
leagues - and vice versa?

Chinese entrepreneurs are extremely self-confident; they
want to be treated as equal partners and expect their partners
to adapt somewhat to their corporate culture. Specifically, this
means being more flexible when planning as well as a higher
willingness to take risks.

Chinese entrepreneurs are often surprised by German punc-
tuality, as well as by management and training practices. It is
difficult for them to accept flat or uncertain hierarchies and they
necessarily expect to have the managing director in the room
fora meeting, even if, from a German point of view, a lower-rank-
ing specialist would be the best contact person in that case. In
this connection, the Chinese could learn from the German focus
on proper expertise and efficient organisation.

How successful has the training programme been so far?

The manager training programme by the German Federal Min-
istry of Economics and Energy is a definite success story. It has
existed for 20 years, and more than 30 groups from China have
taken part. In our experience, each programme session lays the
seeds for numerous partnerships. In some cases, contracts are
signed before the four-week programme is over.

For instance, many German small and medium-sized enter-
prises use the programme as an opportunity to internationalise
their activities, a step which would be much more difficult or
even impossible to take without external assistance. Overall,
the programme has been very successful so far, generating ben-
efits for all sides.
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German M&A Market in Distress

The number of mergers and acquisitions (M&As) involving
German companies has fallen sharply since the beginning of
2019. Signs that M&A activity was cooling off had already be-
come apparentin the summer of 2018. But this year the decline
took a dramatic turn. In April, the ZEW-ZEPHYR M&A Index — es-
tablished in 2005 to measure M&A transactions involving Ger-
man companies — dropped to 58 points, its lowest level ever. In
May, it climbed only two points to a reading of 60 points, which
represents the German M&A market’s second-poorest showing.

Automobile branch among the hardest hit
by decrease in investments

The twelve-month moving average has also tanked since Jan-
uary, dropping 21 points. Never before in its history has the in-
dex fallen so far so quickly. In June and July, the index recovered
slightly but still remained far below average.

In the first six months of 2019, the largest acquisition involv-
ing a German company was construction products maker Knauf

ZEW-ZEPHYR M&A-INDEX GERMANY

M&A Index Germany === Moving average (12 months)

200
180
160
140

120

80
60
40
20

Jul Jul Jul Jul Jul Jul o Jul o Jul o Jul Jul Jul o Jul o Jul o Jul o Jul
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Source: Zephyr database, Bureau van Dijk, calculations by ZEW

AG’s purchase of USG, a US competitor in building materials,
for almost six billion euros in April. However, the German fam-
mily-owned company’s acquisition of its Chicago-based com-
petitor had been in the works for a while due to months of back-
and-forth negotiations, and originated at a time when the econ-
omy was still in better shape.

Since the beginning of this year, many corporate decision-
makers have been reluctant to make large investments. This also
includes investments such as mergers and acquisitions. Among
the hardest hit was the manufacturing sector, the automobile
branch in particular.

Due to decreased demand in China and the United Kingdom
and the lingering effects of the diesel scandal, car sales have
declined by 17 per cent since the beginning of the year, which
has had strong impact on activities regarding mergers and ac-
quisitions in Germany. Judging by this indicator, it is likely to
take some time before the German economy gets back into gear.

Dr. Niklas Diirr, niklas.duerr@zew.de
Ilona Tsanko, ilona.tsanko@zew.de

The ZEW-ZEPHYR M&A-Index measures the number of
M&A transactions completed in Germany each month. It
considers only mergers and acquisitions by and with Ger-
man companies. It does not differentiate between the
country of origin of the buyer or partner. This means that
both domestic and international buyer companies are
considered, provided that the target companies are active
in Germany. The M&A Report is a biannual publication is-
sued by ZEW and Bureau van Dijk. It uses the Zephyr da-
tabase to report current topics and developments in glob-
al mergers and acquisitions. The Zephyr database, which
is updated on a daily basis, con-
tains detailed information on over
" 1.8 million mergers and acquisi-
BUREAU VAN DIJK tions, IPOs, and private equity trans-
actions around the world.

A Moody's Analytics Company
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Brexit Hampers M&A Activity with the UK

Since the Brexit vote three years ago, uncertainty about the
future of trade relations between the United Kingdom and the
European Union has had a significant effect on M&A activity.
Though the total number of transactions with UK companies re-
mained stable in 2017 and 2018, the transaction volume quick-
ly collapsed after the vote. Between 2011 and 2016, the trans-
action volume of M&A activity rose from under two billion euros
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to just under four billion euros. The year 2014 was an exception
with a volume of about 16 billion euros. The number of transac-
tions started to fall in 2018, when it slipped to 76. Through Au-
gust of this year, only 46 transactions took place, which coin-
cides with the general decline of M&A activity in Germany.
Though this is mainly the result of the economic slump, the
Brexit vote has additionally fanned the flames of uncertainty in
the business world.

A look at the volume of German purchases in the UK and Brit-
ish acquisitions in Germany shows them to be roughly equal.
The high transaction volume in 2019 is largely due to a single
deal: Vodafone’s takeover of Liberty Global’s European cable
network for 18.4 billion euros, which included the cable opera-
tor Unitymedia.

The number of transactions shows a slightly different picture.
Whereas the number of British purchases of German companies
was slightly higher than German purchases before the Brexit
vote, the situation reversed itself after the votes were tallied,
with German companies buying more British firms than the other
way around. This may indicate that uncertainty is even greater
in Britain than on the Continent.

Dr. Niklas Diirr, niklas.duerr@zew.de
Ilona Tsanko, ilona.tsanko@zew.de

Transactions in European Real Estate
and Housing Fall Sharply

The number of mergers and acquisitions involving companies
in Europe’s real estate and housing sector have fluctuated
greatly over the past 20 years. From the beginning of the 2000s
until the start of the global financial crisis in 2007, the sector
saw more than 200 transactions per half year on average. Trans-
actions are defined as mergers or acquisitions with target real
estate companies in the EU. This number then dropped to less
than 100 transactions in 2009 amid the financial crisis and the
subsequent recession. In 2010 and 2011, the volume increased
to more than 300 transactions as the European economy recov-
ered. However, by the time M&A activity reached its peak — 510
transactions in the second half of 2013 — economy growth had
slowed. 2018 was a mirror image of this incongruity. M&A ac-
tivity slipped to just under 100 transactions despite a two per
cent average growth rate of the EU’s real GDP.

The monetary policy of the European Central Bank (ECB) pro-
vides some insight into these developments. With its “What-
ever it takes” pledge in the summer of 2012, the ECB began
to stabilise the yields on the crisis-ridden bond market. At the
same time, it gradually lowered the base rate, which eventually

reached an all-time low. The low-yield environment and the in-
creased liquidity foregrounded alternative investment opportu-
nities, especially in mergers and aquisitions. This was especially
true in the real estate sector, where the promise of steady rental
income proved irresistible to many.

The rapidly increasing number of transactions at the begin-
ning of the 2010s included the acquisition of industry jewels
by big players with deep pockets. The most important examples
were the purchase of the Austrian Immoeast AG by the Austrian
Immofinanz AG for approximately 1.5 billion euros and the sale
of the London department store Harrods to Qatar Holding for 1.7
billion euros. Beginning in 2012, Germany saw its own share of
major deals. In 2012, Deutsche Wohnen AG acquired around
23,500 residential units from the BauBeCon Group for almost
1.2 billion euros. One year later, it purchased GSW Immobilien
AG with around 60,000 residential units for 1.7 billion euros.
In 2014, Deutsche Annington Immobilien SE acquired 30,000
residential units of the Vitus Group for 1.4 billion euros. Over
the next two years, Deutsche Annington Immobilien SE took
over SUDEWO for 1.9 billion euros and GAGFAH SA for 4.3 bil-



lion euros. Underthe new name Vonovia SE, it is now the largest
residential property company in Germany, with around 350,000
units in total.

Though the number of M&A transactions has been declining
since 2015, the transaction volume has risen sharply. This indi-
cates that the period of market adjustment to the low-interest
environment is coming to an end and the companies that remain
are going for very high prices. In 2017 and 2018, the average
deal totalled almost 300 million euros, practically double the
average between 2012 and 2014, which was 160 million euros.
Forinstance, Vonovia SE acquired the Austrian real estate com-
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pany Conwert in 2017 for 2.9 billion euros and the Austrian
BUWOG AG in 2018 for 3.6 billion euros. Other massive deals
in 2018 include the Promotoria Marina’s purchase of an 80 per
cent stake in the Anida real estate group for four billion euros
in Spain and the Covivo Hotels’ acquisition of the real estate in-
vestor FDM Management for 4.8 billion euros in France. And in
Eastern Europe, the real estate fund Rockcastle Global Real Es-
tate acquired New Europe Property Investment for 3.4 billion
euros in 2017. The resulting fund, NEPI Rockcastle, is the largest
real estate investor in Central and Eastern Europe.

Michael Hellwig, michael.hellwig@zew.de

The European Steel Sector Is Still Waiting
for the Next Big Consolidation

In June 2019, the European Commission rejected Thyssen-
krupp’s bid to buy the Indian steel producer Tata Steel, which
would have made Thyssenkrupp Group the second-largest steel
manufacturer in Europe. With this deal off the table, European
steel continues to wait for the next big step on consolidation.

The industry’s last major acquisition took place in 2006,
when the Dutch Mittal Steel Company acquired the Luxem-
bourg-based Arcelor for 26 billion euros. By the time the Arcelor-
Mittal Group had absorbed Milan’s ILVAin 2012, it had become
the world’s largest steel manufacturer with 97 million tons of
steel produced annually, more than twice the volume produced
by the Hesteel Group of China, the world’s number two. Thyssen-
krupp and Tata Steel are further down, producing 26 and 17
million tons of steel annually, respectively. Apparently, the cre-
ation of another dominant player through the merger of Thyssen
und Tata was too much for antitrust officials in Brussels.

M&A ACTIVITY IN THE EUROPEAN STEEL SECTOR
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EU steel makers have been struggling amid declining reve-
nues. The main source of the slump is the poor performance of
the automotive industry, which in past years has accounted for
half the world’s steel deliveries. But the tariffs that Trump has
imposed on US steel imports have also put more steel from Chi-
na and Turkey on the world market, further pushing down prices.

Following the wave of consolidation from 2006 to 2008, M&A
activity on the European steel market weakened sharply. By
2016, the number of transactions had fallen to 86, less than
halfthe numberin 2007 and 2008. The same goes for the trans-
action volume in the steel industry, which has been at a very
low level since 2009. The European Commission’s recent rejec-
tion of the Thyssenkrupp-Tata deal means that no major acqui-
sitions are likely in the near future, either.

Dr. Niklas Diirr, niklas.duerr@zew.de
Ilona Tsanko, ilona.tsanko@zew.de
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Refugee Children Attending Daycare
Centres Helps Mothers Integrate Better

If children from families that have fled to Germany attend an early
childhood education and care centre, their mothers better inte-
grate into German society. In particular, they become more fluent
in German, have better prospects of employment, and are less
homesick. Overall, refugee mothers with children in daycare are
42 per cent better integrated — as measured by an overall index
of integration — than refugee mothers whose children do not at-
tend daycare.

This is the result of a study conducted jointly by researchers
from ZEW Mannheim and the German Institute for Economic Re-
search (DIW Berlin). Representative data from the IAB-BAMF-
SOEP Survey of Refugees in Germany from 2016 and 2017 were
examined for the study. It was found that children’s attendance
in a daycare centre has a positive and substantial impact on the
integration of refugee mothers, as measured by an index appo-
sitely constructed to capture the integration of recently arrived
refugees. Information about the benefits associated with attend-
ing a daycare centre should therefore be more widely shared
with refugee families, along with sufficient places being made
available for them.

The analyses show that the successful integration of mothers
and fathers is — as expected — also linked to other characteris-
tics, such as their education background or time since their ar-
rival in Germany. But even with those factors taken into account,
having the children attend daycare remains relevant; the inte-
gration index was found to be 24 per cent higher for parents
whose children attend a daycare centre. In particular, mothers
with a child in daycare integrate more successfully than moth-
ers of preschool children not attending daycare. For them, the
effect of daycare is much stronger (42 per cent) than for fathers
(11 per cent).

The possibility that the mothers’ children attending daycare
produced only a “spurious effect” on integration could be ruled
out. Although the proposition that already better integrated
mothers tend to send their children to daycare is conceivable,
further calculations clearly show that this could be excluded as
the driver of the uncovered effects. The influence of the child’s
daycare attendance on the mother’s integration remains sub-
stantial and statistically significant, with the influence becom-
ing stronger the longer children are enrolled.

However, compared with other children in Germany, refugee
children attend daycare less frequently. In 2017, around 90 per
cent of all three-year-olds in Germany were enrolled in a daycare
facility, compared to 60 per cent of three-year-olds from refugee
families. Daycare centres can thus offer untapped opportuni-
ties to better integrate refugee families. Having their children
in daycare offers parents good opportunities to use German
and increase their exposure to the language of their new coun-
try. Furthermore, it relieves parents from caring activities, free-
ing up time to actively engage in the integration process. The
willingness of daycare centres to take on children from refugee
families may be also perceived as a welcoming sign, which not
only increases parents’ efforts to integrate, but also their posi-
tive outlook on integration prospects.

Daycare centres clearly contribute more to integration
than is conventionally thought

Integration is a decade-long, complex process influenced by
many factors. While early education and care centres alone can-
not solve all integration problems, the findings suggest that they
clearly contribute more than is conventionally thought.

A number of challenges remain. First, the allocation of refugee
families in different areas of Germany does not take into account
the availability of daycare services. Yet, it is beneficial for the
integration of both parents and children to ensure that families
with young children have access to this type of service. Second,
daycare centres could be equipped with more resources to pro-
vide broader family support, helping create hubs where parents
meet and overcome isolation, irrespective of their background.
Third, while daycare centres are in general not designed to offer
tailored support to refugee families, measures to increase the
culture-sensitivity of daycare staff could be broadly beneficial,
helping refugee parents feel welcome. Community resources are
critical ingredients in positive integration, and daycare centres
should be considered as a key resource in this process.

The study is available to download at: www.diw.de/docu-

ments/publikationen/73/diw_01.c.694593.de/dp 1828.pdf

Ludovica Gambaro, PhD, lgambaro@diw.de
Dr. Guido Neidhofer, guido.neidhoefer@zew.de
Prof. Dr. C. Katharina Spiess, kspiess@diw.de
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Specialisation Helps to Avoid Job Losses

Digital change is a highly dynamic process that affects Europe’s
labour markets. Polarisation and inequality are two of the great-
est challenges to be tackled. Itis therefore important to make and
keep people fit for the job market of the future through targeted
training and further education. These were the key messages of
the most recent ZEW Lunch Debate on 23 October 2019 at the
Representation of the State of Baden-Wiirttemberg to the Euro-
pean Union in Brussels.

The ZEW Lunch Debate started with the reassuring statement
by Dr. Ulrich Zierahn, senior researcher in ZEW’s Research De-
partment “Labour Markets and Human Resources”, that not so
much the number of jobs but rather the nature of individual tasks
will be subject to change in the course of digitalisation. In a key-
note speech to around 80 experts from associations, compa-
nies, civil society and EU institutions, the ZEW economist out-
lined the consequences of digitalisation for the labour market.

Zierahn referred to the results of a recent ZEW study, which
showed that automation processes have so far created more
jobs than they have destroyed. However, not all professions are
equally affected by the consequences of digitalisation. “While
activities involving interactive and analytical skills will be able
to withstand change, routine tasks are particularly in danger of
being automated. This increases the risk of growing inequality,”
said Zierahn. According to him, it must be the task of politicians
and companies to prepare the working population for this trans-
formation process by providing training and targeted support.
The debate on digitalisation in Europe should focus less on job
losses and more on how to cope with technological change.

Despite of the chances, fear prevails among workers

This was the focus of the subsequent panel discussion, mod-
erated by Ralph Sina, head of WDR’s radio studio in Brussels.
Ignacio Doreste of the European Trade Union Confederation
agreed with the results of the study and did not deny the chances
of technological change. However, he argued that fear would
prevail among workers. “We fear that the European market will
become increasingly polarised in terms of wages and skills, with
low skilled workers on the losing side, and medium- and high-
skilled workers on the winning side,” Doreste explained.

Andrea Glorioso of the Directorate-General CONNECT at the
EU Commission admitted that the DG had to take these concerns
seriously, but also stressed that the European Member States
should not evade responsibility: “The best way to cope with dig-
ital change is to share the tasks of mastering the labour market
transformation among the Member States. Meanwhile, at the
European level we need to take care of the coordination and
transfer of knowledge.”

According to Professor Melanie Arntz, deputy head of the ZEW
Research Department “Labour Markets and Human Resources”
and co-author of the study presented by Zierahn, it is the flexi-
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On the podium (from left): Ignacio Doreste, ZEW economist Melanie Arntz,
moderator Ralph Sina, Andrea Glorioso and Patrick Schwarzkopf.

bility of employees that counts: “Digital transformation does not
mean that we all have to learn how to code now. Instead, it is
more important to obtain interdisciplinary qualifications in areas
where technology is not advancing.” Politicians must ensure
that people across all age groups and qualification levels are
able to keep pace with the transformation process.

Patrick Schwarzkopf, board member of the International Fed-
eration of Robotics (IFR) and director of Robotics at the Brussels-
based EUnited — European Engineering Industries Association,
believes that a hybrid division of labour offers solutions: “The
skills of machines and humans are complementary, meaning
that they have the potential to enhance one another. They
should work hand in hand instead of competing with each oth-
er.” An ideal area of application is the care sector, in which there
is currently a shortage of personnel. However, human care and
personal contact are enormously important.

In the subsequent Q&A session, moderator Sina also involved
the audience in the discussion. The audience posed numerous
questions and provided interesting solutions, such as the intro-
duction of a tax on robots, on the basis of which further training
programmes and retraining could be financed and social secu-
rity systems for employees in Europe could be improved. The EU
Commission under Jean-Claude Juncker already worked hard on
this matter, emphasised Glorioso.

Melanie Arntz, on the other hand, criticised that taxes could
slow down the transformation process. Instead, the ZEW labour
market economist argued in favour of strengthening workers’
rights. Furthermore, Ignacio Doreste also considered it feasible
to reduce working hours while keeping wages at the same level.
The coming years will show which solutions policymakers and
employers in Europe will ultimately opt for.

Adam Aach, adam.aach@zew.de
Felix Kretz, felix.kretz@zew.de
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EC) Advocate General Kokott Addresses New Challenges for Europe’s Judiciary

The European Court of Justice (EC)) strives to safeguard the rule
of law within the EU, all while harmonising its own jurisdiction
with that of the Member States — a complex task that is not with-
out obstacles, as Professor Juliane Kokott, Advocate General at
the ECJ, described during the lecture series First-Hand Informa-
tion on Economic Policy, which took place at ZEW on 17 October
2019. Some 130 guests came to hear Kokott speak in her ca-
pacity as public rapporteur within the EU judiciary on current
cases which reflect the conflict-prone state of Europe’s rule of
law caught between the EU and national levels. In her lecture,
which was part of the Leibniz ScienceCampus MannheimTaxa-
tion, she focused on recent and highly delicate infringement
procedures against Hungary and Poland. According to Kokott,
the increased focus of both her own activities and those of the
EU’s supreme judicial body on matters relating to the rule of law
is a relatively recent development. Since the rule of law, basic
rights and democracy are so intimately connected, none of the
pillars could be a matter of national sovereignty exclusively. Fol-
lowing her presentation, Wambach and Kokott had a lively de-
bate on the procedures for the appointment of judges in demo-
cratic states as well as the fact that the ECJ)’s function and role
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ZEW President Professor Achim Wambach and Advocate General Juliane Kokott
discussing the challenges for Europe’s judiciary

goes beyond the mere application of EU legislation, reaching
the bounds of normative action. The questions from the audi-
ence took a similar turn: Does the ECJ advocate the principle of
subsidiarity in Europe, particularly in light of the current mone-
tary policy? Does the ECJ’s principle of unanimous decision-mak-
ing lead to deadlock situations in practice? If the discussion is
anything to go by, the issues are certain to remain hotly debated.

Conference on Knowledge Transfer Between Industry and Science

Strengthening the exchange of knowledge and technology be-
tween universities, public research institutes and firms is a key
policy priority in Germany. At the same time, indicators on the ex-
tent and content of transfer processes between the two sectors
are largely missing. How to proceed on this challenge was at the
centre of a conference that took place on 11 October 2019 in Ber-
lin. Jointly organised by ZEW and Stifterverband and supported by
the Federal Ministry of Education and Research, the event provid-

ZEW Mannheim, the University of
International Business and Eco-
nomics (UIBE) in Beijing and the
Alexandervon Humboldt Founda-
tion jointly organised this year’s
Beijing Humboldt Forum (BHF) in
the Chinese capital on 21-23
September 2019. The BHF was
held under the motto “Green
Economy, Cultural Heritage, Arti-
ficial Intelligence”. As part of the event, ZEW hosted a session
on “Climate Change Mitigation, Air Pollution Control and the
Mobility Sector”, during which ZEW researchers engaged in a
discussion with international guests regarding the role of envi-

w F
ZEW Research Associate Andreas
Loschel during his lecture

ed an opportunity for intensive exchange to its more than 130 par-
ticipants. In four panel sessions, high-ranking representatives of
companies, associations, research institutions and politics delved
into the depths of technological and knowledge transfer. One of
the panel discussions featured ZEW department head Dr. Georg
Licht and focussed on disruptive innovations, which by replacing
previous products and services have the potential to cause abrupt
and fundamental renewals of long-standing, established systems.

ZEW Researchers on Mobility Issues in Beijing

ronmental, energy, and innovation policies in the development
of an emissions-reduced transport sector in the EU and China.
Moderators for the session included ZEW Research Associate
Professor Andreas Loschel (University of Miinster), together with
ZEW Research Associate Professor Bodo Sturm (HTWK Leipzig),
and Professor Ou Xunmin from Tsinghua University in Beijing.
Professor Martin Kesternich, deputy head of the ZEW Environ-
mental Research Department, discussed the role that anxiety
plays in decision-making when purchasing electric vehicles, giv-
en their limited range. Based on data from daily driving perfor-
mances in Germany, he showed that more than 80 per cent of
current combustion engines could in principle be replaced by
an electric car without having to limit the current daily driving
performance. The next forum is planned for 2020 in Brazil.
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Financial Market Experts: Digital Currencies
Without Strict Supervision Dangerous

Digital currencies are ...

... a threat to financial stability without close regulatory supervision.

... altogether a welfare-promoting innovation if they are properly designed.

Source: ZEW

Introducing and issuing digital currencies such as Libra, as
planned by Facebook, or Bitcoin without strict legal require-
ments is viewed critically by most financial market experts:
around 88 per cent believe that the use of digital currencies with-
out close regulatory supervision poses a threat to financial sta-
bility. This is the result of a special question included in the Oc-
tober 2019 issue of the ZEW Financial Market Report. Even as-
suming that a correct regulatory structure adapted to market con-
ditions would be in place for digital currencies, only 45 per cent
of survey participants see a welfare-increasing innovation in
them. This rather pessimistic assessment is reflected also in the
expectations of financial market experts regarding the use of dig-
ital currencies for 2020 and 2030, respectively. For the end of
2020, the experts consider the prevalence of everyday payment
options with a digital currency to be unlikely in Germany.

Dr. Dominik Rehse, dominik.rehse@zew.de

Economic Sentiment for China Continues
to Rise Slightly
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In the most recent survey for November, economic sentiment for
the Chinese economy has increased slightly by 1.9 points. The
CEP (China Economic Panel) Indicator, which reflects the expec-
tations of international financial market experts regarding Chi-
na’s macroeconomic development over the coming 12 months,
is currently at minus 3.9 points. The point forecasts for real GDP
growth were slightly lowered, however. Growth over the course of
the current year is now expected to be 6.1 per cent. The forecast
for 2020 was lowered more strongly, from 6.0 per cent in the pre-
vious month to a current estimate of 5.8 per cent. Rather striking,
the indicators for economic development and property prices in
Hong Kong fell by 42.4 points and 58.9 points, respectively. Fu-
ture economic development in Hong Kong, with a current indica-
torvalue of 1.6 points, is nevertheless still rated better than that
of the other six major economic regions in China.

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

ZEW Public Finance Conference

ZEW is pleased to announce its 2020 Public Finance Conference,
which will take place on 7-8 May 2020. The conference is held
on an annual basis and aims to cover all fields of public econom-
ics and political economy. The 2020 conference focuses on ad-
vances in local public economics and features two keynote lec-
tures on this subject. Submissions related to this topic — whether
full papers or ongoing projects — are particularly welcome. Inter-
ested researchers are invited to submit their paper no later than
15 February 2020. Acceptance decisions will be communicated
by early March. More information: www.zew.de/VA2939-1

International Labour Market Conference

ZEW is pleased to announce the conference “The German Labor
Market in a Globalized World” on 23-24 March 2020. The con-
ference focuses on technology, trade, and demographic changes
and the ways they interact with employment, wages, and par-
ticipation in the labour market, with a particular emphasis on
the role of institutions. Interested researchers are invited to sub-
mit empirical and theoretical contributions on these topics from
all areas of economics and sociology with a focus on labour,
education, health, or human resource management no later than
20 December 2019. More information: www.zew.de/VA3003-1
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The Legacy of Mario Draghi

On 31 October 2019, the term of of-
fice of Mario Draghi as President of
the European Central Bank ended
after eight years, having shaped the
ECB like no one before him.

ﬁ:’“ One phrase is associated with him

more than any other: ‘Whatever it
takes’. He made this statement during a July 2012 speech in
London to underline the ECB’s firm resolve to preserve the euro.
At the time, long-term interest rates in Greece had skyrocketed
to almost 28 per cent, while 10-year government bonds were
hovering around 10 per cent for Portugal, Spain and Italy. A col-
lapse of Italy’s economy in particular would have brought the
eurozone to its knees. After Draghi’s speech, long-term interest
rates quickly returned to sustainable levels. Draghi successfully
managed the crisis by finding careful language that could soothe
nervous financial markets. With Draghi at the helm of the ECB,
market communication became a strategic component of mon-
etary policy.

His influence did not stop there. At the end of 2011, the deposit
rate was 0.25 per cent. Since then, it has fallen to minus 0.5 per
cent. In March 2016, the interest rate at which banks can lend
money from the ECB fell to 0 per cent and has not moved since.
Due to an extensive asset purchase programme, the ECB bal-
ance sheet grew beginning in March 2015 from 2.6 billion euros
to almost 4.7 billion euros.

Were these drastic interest rate cuts and bond purchases need-
ed to manage the financial crisis? This question was widely de-
bated at the time, and continues to be today. Though few aca-
demic economists doubt the necessity of these measures, the
recent interest rate cuts of the ECB, together with its internally
controversial decision to resume bond buying, show that these
instruments are nearing their limits. There’s scarce room for the
deposit rate to fall any lower, and bond-buying programmes are
unlikely to have as much effect today.

During Draghi’s presidency, the ECB’s monetary policies came
under increasing fire and doubts grew about its independence

as an institution. This growing loss of confidence in the ECB is
problematic and the central bank must work to restore people’s
trustin its independence. There’s a good reason why monetary
policy is delegated to an independent panel of experts; other-
wise, a government could drive up inflation by allowing the mon-
ey supply to grow too quickly. Of course, it didn’t help matters
that the ECB joined the EC and the IMF to form the European
troika, where it made the implementation of austerity measures
the condition of financial aid for Greece — actions that clearly
exceed the remit of monetary policy.

Going forward, it is crucial that the ECB become more transpar-
ent. One way to do that is to publish the minutes of its meetings,
as the Fed does, for instance. This would, at any rate, be more
expedient than the current process, where opinions and disa-
greements in the Governing Council reach the public via inter-
views with individual members.

As a former investment banker, Mario Draghi understood how
to communicate with markets and steerthem in troubled times.
His successor, Christine Lagarde, now has the task of convinc-
ing both politicians and the public at large that the ECB is ready
for the years to come. Lagarde, who previously held ministerial
posts in the French government, is the right person for the job.
So is Isabel Schnabel, an economics professor and recent ap-
pointee to the executive board of the ECB. Her economic exper-
tise will certainly come in handy for her work at the ECB — and
help convey its policies to the German public.

President of ZEW, Prof. Achim Wambach, PhD

This article first appeared on 24 October 2019 in the German
business daily “Handelsblatt”.
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