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February 2016

THE GIFT OF LAUGHTER — ZEW STAFF
SUPPORTS KLINIKCLOWNS

Laughter is good for you, releases positive energy and can promote the healing
process. “Klinikclowns” (hospital clowns) are dedicated to ensuring that neither the very
young nor elderly patients are deprived of laughter as they deal with serious illnesses.
ZEW employees have mobilised to support their valuable work through a donation
campaign for “xundlachen eV - the association of hospital clowns in the Rhine-Neckar
district. Donations by the ZEW workforce of 445 euros to support the eleven currently
active hospital clowns were awarded at ZEW on 17 February 2016. The funds will
contribute to the association’s work and support its mission to use humour and jokes
to help sick persons and their families during the recovery process.

Above: Pedro Mayor de Frias and Andreas Martin (centre) from
Verein xundlachen e.V. — hospital clowns in the Rhine-Neckar dis-
trict receive ZEW's donation from Stefani Mintner, Stephan Rei-
chert, llona Hanke and Steffi Spiegel (from left).
Below: Hospital clowns from xundlachen e.V. in action




ZEW Research Department head Profes-
sor Irene Bertschek gives a presentation at
the Representation of the State of Baden-
Wirttemberg to the EU in Brussels.

February 2016

ZEW LUNCH DEBATE IN BRUSSELS -
FOCUS ON DIGITISATION

Digitisation is making rapid progress, thereby shaping the way in which people
communicate. At the same time, information and communication technologies are
being increasingly implemented in the workplace. The focus of the Lunch Debate,
"Europe’s Digital Future: Prospects and Challenges’, which took place on 17 February
2016 at the Representation of the State of Baden-Wirttemberg to the European Union
in Brussels, organised by ZEW, were the challenges posed to society, politics and the
economy by the process of digitisation. Digitisation provides almost innumerable
opportunities for new developments to take place. In her introductory lecture,
Professor Irene Bertschek, head of the ZEW Research Department “Information and
Communication Technologies” (now: “Digital Economy”), explained that one opportu-
nity opened up by digitisation is the step away from mass production, towards the
production of individualised products. The economist demonstrated that in Europe,
numerous national and transnational plans for digitisation are being implemented. It is
therefore necessary to concentrate on several key aims. Of central importance is the
expansion of broadband, data protection, improving the economy’s ability to adapt to
digitisation, and providing workers with training. In the subsequent panel discussion,
Professor Irene Bertschek, Lucilla Sioli, PhD from the DG CONNECT at the EU Commission,
and Laurent Zibell, PhD from the IndustriALL European trade union discussed, among
other things, the impact of digitisation on the rights and securities of workers.



April 2016

EU RESEARCH COMMISSIONER ARGUES FOR
A EUROPEAN CULTURE OF OPENNESS AND
WILLINGNESS TO LEARN

According to Carlos Moedas, the EU Commissioner for Research, Science, and
Innovation, Europe needs a number of traits to become more innovative, including an
enhanced drive for experimentation, more flexible markets and greater willingness to
learn from its global competitors. Moedas clearly outlined this position in his lecture in
mid-April as part of the ZEW lecture series “First-Hand Information on Economic Policy”.
He emphasized that in the global tug of war, Europe did, indeed, have an excellent
starting position, with the great conditions for research and development. But to
achieve a successful and effective innovation policy, the European Union must
augment its dialogue with firms and successful innovators, Moedas said. There is a
need to improve the promotion of innovation through targeted partnerships with
industry, Moedas argued, adding that Europe needs to resist protectionist reflexes and
recognise that no nation, regardless of its size, can sustain competitiveness in a closed
innovation model. The EU Commissioner urged the creation of a European Innovation
Council, which would help develop targeted cooperation between government,

universities, innovators, and financial backers.




Above: Carlos Moedas, EU Commissioner for Research, Innovation
and Science, holds a talk as part of the ZEW lecture series “First-Hand
Information on Economic Policy”.

Left: Carlos Moedas with ZEW President Professor Achim Wambach
(left) and ZEW Director Thomas Kohl (right)



June 2016

TAPES 2016 — FOCUSING ON THE SOCIAL
INSURANCE SYSTEM

How can we optimally design health and disability insurance programmes? What are
the incentivising effects of unemployment schemes and social insurance? How do

family policy programmes impact birth rates? These were among the research ques-
tions on social insurance programmes addressed by theoretical and empirical papers

presented at the 2016 Trans-Atlantic Public Economics Seminar (TAPES) in Mannheim.

TAPES 2016 was jointly organised by ZEW and UC San Diego. Beyond providing a
forum for discussing research, the conference featured opportunities for network
building and informal exchange, including a joint field trip by participants to the
historic city of Heidelberg.

Every two years, the TAPES conference brings together some of the most prominent
European and American researchers in public economics to discuss the current find-
ings and promote networking. The conference was initiated by the National Bureau of
Economic Research (NBER), the leading association of US economists.
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Above: Professor Amy Finkelstein from MIT gives a talk
on the effects of health insurance on expenditure in
medicine.

Left: The roughly 30 participants in TAPES 2016

at ZEW in Mannheim



Participants in the podium debate (from right): Christoph Weigler from Uber in Munich, ZEW President Professor Achim Wambach,
President of the Federal Cartel Office Andreas Mundt, Julia Holz from Google and moderator Professor Thomas Fetzer from the
University of Mannheim

July 2016

ZEW ECONOMIC FORUM 2016:
MARKET POWER AND ABUSE OF POWER IN
THE DIGITAL WORLD

Digitalisation makes it possible to intelligently link products, processes, and services
along the entire value creation chain. While this development offers enormous growth
potential, it also creates a level of market power that requires regulatory supervision.
Does this imply the need for “‘new rules for the digital economy"? This was the ques-
tion addressed at the 2016 ZEW Economic Forum, which brought together around
250 guests in Mannheim at the beginning of July.

Professor of Public Law, Regulatory Law, and Tax Law at the University of Mannheim,
Thomas Fetzer, moderated the debate, which featured Julia Holz, competition director
for the US internet giant Google; Andreas Mundt, President of the German Federal Cartel
Office; Christoph Weigler, General Manager of online ride service provider Uber in Munich;
and ZEW President Professor Achim Wambach. They discussed the opportunities and
risks of the growing market power of a few large internet firms and the role of competition
regulators in this area.

In his subsequent lecture, Professor Dietmar Harhoff, Director of the Max Planck Institute
for Innovation and Competition, described various interconnections between the Inter-
net, innovation, and competition.



Above: Professor Achim Wambach during
his welcoming remarks at the ZEW Econo-
mic Forum 2016

Below: Professor Achim Wambach (left) re-
ceives the symbolic baton of the ZEW presi-
dency from Professor Clemens Fuest (right)
in the presence of Theresia Bauer (centre).

PASSING THE BATON AT ZEW: CELEBRATORY
APPOINTMENT OF NEW ZEW PRESIDENT

The official inauguration of ZEW's new president took place at the 2016 Economic Forum.
In the presence of Theresia Bauer MdL, Baden-Wirttemberg Minister of Science,
Research, and Arts and Chair of the ZEW Supervisory Board, Professor Clemens Fuest
passed the symbolic staff of office to the new ZEW President Professor Achim Wambach.

Wambach had earlier assumed the position of President of ZEW in April 2016, and the
change of leadership was now officially celebrated at this ceremonial event. Along with
his assumption of top leadership at the ZEW, Wambach also accepted the offer of a
professorship in economics at the University of Mannheim.
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July 2016

TWO YOUNG RESEARCHERS WIN THE
HEINZ KONIG YOUNG SCHOLAR AWARD

In 2016 not one but two research papers were recipients of the Heinz Kénig Young
Scholar Award: the work of US researcher Nicholas Patrick Frazier from Rice Univer-
sity in Houston, Texas, and the work of Jan Tilly from the University of Pennsylvania in
Philadelphia.

Nick Frazier's paper examines the amounts of additional wage compensation required
for employees to accept uncertainties in working hours. His analysis shows that
workers will accept a lower wage for a job with secure working hours. In his study of
short-time work in Germany, Jan Tilly found significant effects on employment.

His findings suggest that on average, it is possible to prevent the long-term loss of

one job by placing five employees in short-time work.

The award, named in honour of the late founding director of ZEW, Professor Heinz
Koénig, recognises outstanding empirical papers by young researchers. It includes a
5,000 euro cash prize plus a several month's research stay at ZEW. This year's research
prize was sponsored by Professor Wolfgang Franz, ZEW President from 1997 to 2013.
The Heinz Kénig Young Scholar Awards were bestowed at the conclusion of the 18th
ZEW Summer Workshop for young economists, which focused on structural models for

evaluating policy interventions.

Sharing the prize and the prize money: junior re-
searchers Jan Tilly (centre) and Nick Frazier (right)
with Professor Andreas Peichl, head of the ZEW Re-
search Group “International Distribution and Redis-
tribution’, which this year prepared the ZEW Sum-
mer Workshop for young economists




Left: Professor Guy Michaels presents the results of his research on the influence of industrial robots
on firm productivity.
Right: Junior Professor Verena Nitsch discusses the role of robotics in the future of employment

with insights into the challenges faced when humans and machines work together.

September 2016

THE TASKS CONFERENCE = IMPLICATIONS OF
DIGITISATION FOR WORKING WORLD

Digitisation is now a ubiquitous force in our working world. It simplifies work processes
and makes it possible to work virtually anywhere and at any time. At the same time, it is
leading to changes in qualification profiles and is often regarded as endangering jobs.

Against this backdrop, the Federal Institute for Vocational Education and Training (BIBB)
and the Institute for Employment Research (IAB), together with ZEW, organised the
fourth international TASKS conference in Mannheim. In early September, around 70
scholars from Germany and abroad came together to discuss the future of work and
how the labour market is adjusting to digitisation.

Highlights of the conference included keynote lectures by Professor Guy Michaels and
Professor Alan Manning, both of the London School of Economics, and by Junior Pro-
fessor Verena Nitsch of Bundeswehr University Munich. At the end of the conference,
the Mannheim firm Pepperl+Fuchs GmbH invited participants on a plant tour, giving
them an opportunity to observe digitisation of the working world from a first-hand
perspective.



Above: Professor Friedrich Heinemann (right) puts the concept of “European

safe bonds” under the microscope in a debate with Professor Markus K. Brun-
nermeier (left).

Right: Professor Markus K. Brunnermeier gives a lecture on how to save the
euro and the eurozone in front of around 250 guests.



October 2016

"EUROPEAN SAFE BONDS" -
A PATH TOWARD GREATER FINANCIAL
STABILITY IN THE EURO AREA?

Since 2009, Europe has been burdened by the European debt crisis and its aftermath.
No solution appears in sight — at least not at the political level. However, Professor
Markus K. Brunnermeier of Princeton University has proposed a pathway out of
Europe’s financial woes through the creation of “European Safe Bonds” - or ESBies for
short. As part of the ZEW lecture series “First Hand Information on Economic Policy’,
Professor Brunnermeier discussed his proposal at the beginning of October in
Mannheim. Brunnermeier’s ESB proposal would bundle government securities and
carves them out into risk classes with higher risk “junior”bonds and lower-risk “senior”
bonds. In this way, ESBies would halt the flight of capital from specific nations and
instead enable investment in different classes of bonds. The proposal would reduce the
risk of eurozone states defaulting on their debts while also ensuring greater financial
stability for the eurozone. In a podium discussion moderated by ZEW President
Professor Achim Wambach that took place after the lecture, Brunnermeier debated his
proposal with Professor Friedrich Heinemann, head of ZEW's Research Department

"Corporate Taxation and Public Finance”,




October 2016

INTERNATIONAL STUDENTS VISIT ZEW

Around 20 international students at the University of Mannheim visited ZEW in
mid-October 2016. Their visit took place as part of the University of Mannheim's
International Office “Step-by-Step” pilot project, sponsored by the German Academic
Exchange Service (DAAD).

Gunter Grittman, head of the ZEW Service Department “Information and Communica-
tion’, greeted the students and gave them an overview of the institute’s work. ZEW
human resources officer Ramona Liebhaber-Baghel informed the visiting students
about professional career opportunities in research and at ZEW, including internships,

collaboration as student assistants and doctoral programmes.

Afterwards, Francesco Berlingieri of the ZEW Research Department “Labour Markets,
Human Resources and Social Policy”and Dr. Zareh Asatryan of the ZEW Research
Department “Corporate Taxation and Public Finance” offered insights into their

day-to-day professional activities.

International students of the University of Mannheim find out more about ZEW's research activities and
about career opportunities in research and at ZEW.
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October 2016

FIRMLY ROOTED IN MANNHEIM -
ZEW PURCHASES INSTITUTE BUILDING

During its 2016 anniversary year, ZEW purchased its institute building in Mannheim. In
early October, ZEW President Professor Achim Wambach and ZEW Director Thomas
Kohl signed the purchase agreements at the notary’s office.

In 1997, ZEW moved into the characteristic atrium building in L7, near Mannheim’s
central railroad station and in close proximity to the University of Mannheim. Today, the
purchase of the building represents an important step for ZEW, as this location at the
heart of Europe is exceptionally well-suited for an international research

institute such as ZEW.

ZEW Executive Directors Professor Achim Wambach and Thomas Kohl sign the purchase agreement for the ZEW
building in Mannheim's L7 Square.




February to October 2016

A STRONG PRESENCE IN BRUSSELS:
SUCCESSFUL CONTINUATION OF THE
ZEW LUNCH DEBATES

Among ZEW's key missions is to make a substantive contribution to resolving
economic problems in Europe and to provide a sound and objective footing for policy
debates. One instrument for accomplishing this mission is the ZEW Lunch Debates — a
series of events in Brussels where members of the European Parliament, employees of
EU institutions, media professionals, and representatives of interest groups regularly
come together to have incisive discussions about current challenges facing Europe.
The 2016 series was launched with a Lunch Debate on the question of how Europe
should deal with the labour market changes emanating from the digitisation of the

workplace.

Participants in the ZEW Lunch Debate "Chances and Risks of a European Underemployment Benefit Scheme” (from left):

Dr. Mathias Dolls, deputy head of the ZEW Research Group “International Distribution and Redistribution’, Fabien Bell, PhD, member
of EU Commissioner for Economic Affairs Pierre Moscovici's cabinet, Torsten Arnswald, head of the General Division for Fiscal Policy
at the German Federal Ministry of Finance, and Laszlé Andor, PhD, former EU Commissioner for Employment, Social Affairs and
Inclusion and professor of economic policy at the Corvinus University in Budapest. The debate was moderated by economics
journalist Maithreyi Seetharaman.
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28 September
EUROPE AFTER BREXIT

Debating the future of the EU after the Brexit decision
were (from left to right) European Parliamentarian Sylvie
Goulard, ZEW economist Professor Friedrich Heinemann,
EU Delegate Peter Simon, Professor Pierre Boyer of the
Ecole Polytechnique, and ZEW President Professor Achim
Wambach in the presence of around 140 high-ranking re-
presentatives from the EU Parliament, the EU Commission,
and from firms and interest groups.

20 October

A NEW EUROPEAN
UNEMPLOYMENT INSURANCE

Dr. Nicole Hoffmeister-Kraut, Baden-Wirttemberg State
Minister for the Economy, Labour and Housing opened
the Lunch Debate with her keynote speech on the topic,
“Opportunities and Risks of a European Unemployment
Benefit Scheme”. Afterwards, representatives from business
and government discussed the implications of a common
European unemployment scheme.

17 February

DESIGNING EUROPE'S
DIGITAL FUTURE

Asian and US firms are dominating the move toward digital
change. To improve Europe’s competitiveness, the EU Com-
mission has created the “Digital Agenda for Europe”. In her
inaugural lecture, ZEW economist Professor Irene Bertschek
examines the challenges facing society, government and
the economy in this area.

15 June
ACHIEVING STABILITY

Is it possible to have a European Capital Markets Union with-
out the practical implementation of a banking and fiscal
union? This question was the focus of a discussion between
(from left to right) Professor Sascha Steffen (ZEW), Natacha
Valla from the European Investment Bank, Rolf Strauch, Chief
Economist of the European Stability Mechanism (ESM), and
Niall Bohan of the EU Commission’s DG FISMA. The discus-
sion was moderated by journalist Laura Noonan.

& LEW
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November 2016

ZEW BIDS FAREWELL TO MEMBERS OF THE
SCIENTIFIC ADVISORY COUNCIL

In mid-November, ZEW President Achim Wambach and Director Thomas Kohl said
good-bye to six long-standing members of the Scientific Advisory Council. Former ZEW
President Professor Wolfgang Franz gave a laudatory address in praise of the outstan-
ding service of the voluntary Council members, with whom he had worked closely for
many years. Also celebrating their departures were Professor Friedrich Buttler, retired
State Secretary in the Brandenburg State Ministry of Science, Research, and Cultural
Affairs and former chairman of the Scientific Advisory Council; as well as the recently
deceased Professor Arnold Picot, former chairholder of the Institute for Information,
Organization, and Management at the Ludwig Maximilian University of Munich and
former vice-chair of the Scientific Advisory Council.

Other Council members honoured at the farewell festivities were departing Professor
Michael Heise, Chief Economist of the Allianz SE; Professor Gebhard Kirchgassner of
the Swiss Institute for International Economics and Applied Economic Research (SIAW)
of the University of St. Gallen, who sadly passed away in April 2017; Professor Bertram
Schefold, professor of economics at Goethe University Frankfurt a. M,; and Dr--Ing. E.h.

Manfred Wittenstein, Chairman of the Board of the Wittenstein AG.




Earlier, in the spring of 2016, Professor Dieter Hundt, former President of the Confedera-
tion of Federal Employers Organisations (BDA), had retired from the Scientific Advisory
Council. Professor Hannes Rehm, past Board Chairman of Nord/LB and spokesperson
for the Financial Market Stabilisation Fund (SoFFin) had left the Council in May 2016.

As an advisory body, the Scientific Advisory Council is closely involved in developing
ZEW's research endeavours. In addition, it reviews and approves all ZEW projects

financed with core funding.

Right: Professor Achim Wambach (right) and Thomas Kohl (left) show their gratitude to Professor Friedrich Buttler (centre) for his many
years of service as chair of the ZEW Scientific Advisory Council.

Left: The ZEW Board of Executives along with the former ZEW president bid farewell to the departing council members. From left to
right: Professor Arnold Picot (1), Thomas Kohl, Dr-Ing. E:h. Manfred Wittenstein, Professor Dieter Hundt, Professor Friedrich Buttler,
Professor Bertram Schefold, Professor Achim Wambach, Professor Michael Heise, Professor Wolfgang Franz




Key players in the ZEW success story (from left to right): Professor Friedrich Buttler, Dr. Alexander Selent, Professor Wolfgang Franz,
Professor Kai Huschelrath, Professor Irene Bertschek, Dr. Georg Licht, Thomas Kohl, Theresia Bauer MdL, Professor Achim Wambach,
Professor Ernst-Ludwig von Thadden, Ernst-O Schulze, Professor Otto H. Jacobs.

December 2016

ANNIVERSARY CELEBRATIONS AT ZEW -
25 YEARS OF EXCELLENCE IN RESEARCH AND
POLICY ADVISING

In early December 2016, ZEW celebrated its 25th birthday. Around 300 guests, includ-
ing friends, supporters, pioneers, former researchers and partners of the institute were
invited by the ZEW Board to celebrate a quarter century of excellence in research

and policy advising at ZEW. In his welcoming remarks, ZEW President Professor

Achim Wambach laid special emphasis on the institute’s international and specifically
European orientation. In her address, Baden-Wirttemberg Minister of Science and
Chairwoman of the ZEW Supervisory Board Theresia Bauer MdL, stressed that ZEW
had always involved itself in social and economic policy debates, and contributed

to their objectivity. Dr. Alexander Selent, Chairman of the ZEW Sponsors’ Association
for Science and Practice, and Professor Ernst-Ludwig von Thadden, President of the
University of Mannheim, praised the many years of trusted collaboration with ZEW in
their welcoming speeches. Concluding the event, Professor Wolfgang Franz, who led
ZEW from 1997 to 2013, reviewed important milestones in the institute’s history before

turning to the challenges facing ZEW today and in the future.



O https://youtu.be/al0SEgO_SJk

Above: Theresia Bauer MdL, Minister for Science, Research and the Arts in Baden-Wiirttemberg, praised ZEW's scientific excellence as
well as the institute's dedication to presenting its research findings to the public.

Centre: In his lecture, Professor Wolfgang Franz compared the work of research institutes, especially that of ZEW, to guiding a ship be-
tween Scylla and Charybdis, two sea monsters from Homer's The Odyssey.

Below: The academic part of the event involved a discussion of the global decline in productivity growth. Taking part in the debate
were (I-r) Professor Achim Wambach, Dr. Georg Licht, Professor Irene Bertschek and Professor Kai Hischelrath.
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EDITORIAL

GREETING LETTER FROM CARLOS MOEDAS,
EUROPEAN COMMISSIONER FOR RESEARCH,
SCIENCE AND INNOVATION

The challenges and opportunities set out in President Juncker’s
White Paper highlight what is at stake for the future of Europe.

There is no doubt that European science and innovation will be
among our most powerful tools to meet these challenges and to
help identify and seize future opportunities. Yet, if we want to
remain at the cutting edge of fundamental research and break-
through innovation, we need to fully embrace ‘openness’ and

strengthen the role of evidence-based policy making.

Openness can be many things — take inclusion for example. What
started in the scientific community as a drive for open access
and open data can expand far beyond that to include citizen science, the integration of
local communities into global networks, and the ability of digital technology to trans-
form our homes and workplaces. This is a world where anyone, living anywhere can be

an innovator.

Openness also means experimentation. Experimentation is the very heartbeat of sci-
ence and innovation. It is often said that Europe is an old continent. Yes, we have a rich
heritage of shared cultural values — but this does not mean we are bound by the tradi-
tional way of doing things. We need to be flexible and move with changing times. To do
this we must stand on solid foundations as we make the choices which will shape our
destiny for years to come. Robust science and rigorously evaluated evidence provide
the cornerstone for this.

Now, more than ever, we need to strengthen scientific advice and its role in policy ma-
king at all levels. Independent advice, based on leading knowledge and evidence, is
essential to shape our response to some of the challenges we currently face; populism,
post-truth notions and euro-skepticism. These aim to undermine the role of evidence
and our proper understanding of social, economic and scientific issues.

Europe can lead the way. The European Commission has already taken important steps
to strengthen evidence-based policy, notably with our Better Regulation approach. And
its Scientific Advice Mechanism (SAM), created in 2015, is now a key contributor to bet-
ter policy making. A core group of seven independent eminent scientists heads the SAM
initiative, but they do not work alone. They draw on the expertise of around a hundred

26 - ZEW ANNUAL REPORT 2016



GREETING LETTER FROM CARLOS MOEDAS,
EUROPEAN COMMISSIONER FOR RESEARCH, SCIENCE AND INNOVATION

individual scientific academies across Europe represented at the European level by the

European Academies partnership.

In the two years since it was created, SAM has delivered substantive and representa-
tive scientific advice to EU policy makers on the measurement of carbon dioxide emis-
sions from light vehicles and on cybersecurity. Moreover, SAM, in collaboration with
the European Academies, is also producing a series of explanatory notes which tackle

emerging issues.

It is still only the beginning, but we are showing that transparent, timely and relevant
scientific advice, tempered by an understanding of broader societal needs and aspira-
tions, gives real direction to policy making.

Openness and excellence-based policy making are two things championed by ZEW. |
was reminded of this more than everin 2016 when ZEW celebrated its 25th anniversa-
ry. In the last quarter of a century ZEW has demonstrated outstanding scientific ende-
avor and collaboration as exemplified in its leadership of the Strengthening Efficiency
and Competitiveness in the European Knowledge Economies (SEEK) programme. This
initiative, which brings together researchers from Europe, North American and Asia, is

a great example of openness.

Of course the successes of ZEW over the past twenty five years would not have been
possible without the dedication, motivation and experience of the institute’s staff. And
so ZEW’s 25th anniversary is also a celebration of the people who make ZEW what it is
today. | look forward very much to your continued contribution to European knowledge

and European success stories as we walk forward together into the future of Europe.

%
Carlos Moedas

European Commissioner for Research,
Science and Innovation
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EDITORIAL

28 -

LETTER FROM THE EXECUTIVE DIRECTORS

Prof. Achim Wambach, PhD Thomas Kohl
Director

President

Reminiscing on the past business year, three events stand out: the appointment of a
new ZEW president; the evaluation conducted by the Leibniz Association; and the fes-
tivities held to mark the 25th anniversary of ZEW. In this eventful year ZEW once again
demonstrated its strengths, laying the groundwork for a propitious start to 2017.

In retrospect, the appointment of a new president in April 2016 was an event of key si-
gnificance. The inaugural celebration held to welcome Professor Wambach featured a
number of guest speakers, including Theresia Bauer, Minister of Science, Research and
the Arts of Baden-Wiirttemberg, as well as friends and associates from the realms of

academia, politics and business.

The arrival of Professor Wambach as president has lent fresh momentum to our research
activities. For example, the new “Market Design” Research Group is investigating the fea-
tures that characterise well-designed markets and institutions. The Group, which is an ex-
cellent complement to our research mission, will further enhance our reputation while also

honouring our tradition of using innovative methods to perform cutting-edge analysis.

ZEW ANNUAL REPORT 2016



LETTER FROM THE EXECUTIVE DIRECTORS

Another important event last year was the evaluation of our activities performed by the
Leibniz Association. ZEW received excellent marks in this external evaluation, which is
conducted on a recurring basis at least every seven years. In its report, the Leibniz As-
sociation particularly praised the excellent quality of ZEW’s research and policy advising
activities, including its valuable contributions to current debates in economic policy.
We would like to expressly thank ZEW’s employees for making the evaluation such a
success. The praise we have received from the Leibniz Association has fortified our com-
mitment to continuing our successful work in the years to come. In particular, we intend

to strengthen our work in the international arena.

Athird event of particular significance last year was the 25th anniversary of ZEW’s foun-
ding. We have developed an excellent international reputation over the past quarter
century, establishing ourselves as an important player in the German and European re-
search landscape. To celebrate this success story, we held a festive anniversary event,
attended by some 300 people.

A milestone of particular note during the anniversary year of 2016 was ZEW’s purchase
of the building in which the institute is housed in Mannheim’s inner city. The building,
which features a large atrium, has been ZEW’s home since construction was completed
in 1996. The building’s location offers excellent conditions for our work thanks to the
local availability of public transportation as well as the close proximity of the banking
and finance centre of Frankfurt and the universities of the Rhine-Neckar region, inclu-
ding the universities of Mannheim, Heidelberg and Karlsruhe.

Our geographic location in the heart of Europe is symbolic for the strong European fo-
cus of our research. And recent political events have greatly underscored the importance
of these research activities. In 2016, we examined a number of salient and topical is-
sues —including the European debt crisis, Brexit, the refugee crisis, and the dangers of
economic protectionism — presenting evidence-based findings that made a constructi-
ve contribution to public debates. ZEW’s role as an opinion leader in Europe was spot-
lighted by various events and activities, including the 2016 ZEW Lunch Debate on the
future of Europe after Brexit; the talk given at ZEW by EU Commissioner for Research,
Science and Innovation Carlos Moedas on innovation competition in Europe; and our

field research into the economic integration of refugees.
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However, the steady expansion of our international activities is not confined to Europe,
butis taking place on a global scale. In 2016, for example, we hosted the Trans-Atlantic
Public Economics Seminar (TAPES), one of the world’s most important conferences in
public economics. TAPES was initiated by the largest economics research organisation
in the US, the National Bureau of Economic Research (NBER). The 2016 conference was
devoted to the topic of “Social Insurance Programs”, and attracted such luminaries as
Professor Sir Richard Blundell of University College London, Professor Martin Feldstein
of Harvard University and Professor Amy Finkelstein of MIT.

While ZEW hosted a number of notable conferences and academic events in 2016, its
status as a leader in the German research landscape was also prominently spotlighted
by the research activities and publications of its staff members. Between 2014 and
2016, ZEW researchers published a total of 244 papers in peer-reviewed journals. One
must also draw attention to the 430 talks given by ZEW researchers in the period under
report at national and international conferences, as well as the 230 research projects
that were conducted at the institute.

ZEW’s Scientific Advisory Council deserves recognition for the institute’s high-quality
scientific output, as it plays an important role in identifying research topics and in set-
ting ZEW’s strategic orientation. In 2016, several members of the Scientific Advisory
Council took leave from the committee, and they must be commended for their services.
We would like to particularly thank Professor Friedrich Buttler, a former state minister
at Brandenburg’s Ministry of Science, Research and Culture. As the former chair of the
Scientific Advisory Council, he placed his considerable diplomatic skills in the service
of the institute over a great many years. In advising the institute, he consistently kept
ZEW’s best interests in mind. We would also like to extend heartfelt thanks to the re-
cently deceased Professor Arnold Picot, who showed great commitment in supporting
ZEW over the years as the vice-chair of the Scientific Advisory Council. Our gratitude al-
so0 goes to several other members who took leave from the Scientific Advisory Council:
namely, Professor Michael Heise, Professor Bertram Schefold, Dr.-Ing. E.h. Manfred Wit-
tenstein, Professor Dieter Hundt, Professor Hannes Rehm, and Professor Gebhard Kirch-
gdssner, who sadly passed away in April 2017.

Recognition is also due to the State of Baden-Wirttemberg, the German federal govern-
ment and the members of the ZEW Sponsors’ Association for Science and Practice for

their ideas and financial contributions. The ZEW Sponsors’ Association for Science and
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Practice is an association of companies and individuals that makes various contributions
to ZEW’s activities. For example, it supports the organisation of the conference series
“First-Hand Information on Economic Policy”, which in 2016 once again garnered the
participation of notable speakers such as Professor Christoph M. Schmidt, Chairman of
the German Council of Economic Experts, and Professor Markus K. Brunnermeier of Prince-
ton University.

In closing, we would like to thank ZEW’s staff. Their commitment and expertise is the
reason why ZEW can look back on an extremely successful year. Furthermore, our future

success will hinge on their dedication. We are looking forward to the next 25 years!

Mannheim, July 2017

V4 G i

Prof. Achim Wambach, PhD Thomas Kohl

President Director
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INTERVIEW WITH PROF. ACHIM WAMBACH, PHD

Brexit is here to stay. The United Kingdom is leaving the EU, and cutting its close ties
with Europe built over decades. What does this mean for the EU and its Member States?

ACHIM WAMBACH

© The referendum showed that we have failed to persuade large segments of the po-
pulation that a return to nationalist ideology and policies is not the solution to the
world’s current problems. Many who voted for Brexit hoped to prevent the suppo-
sedly paternalistic dictates of lawmakers in Brussels. Others were motivated by
fear of competing with immigrants for jobs. However, it remains unclear whether
Brexit is an expedient solution to the problems perceived by its supporters. Pre-
cisely for this reason, the EU must use this opportunity to demonstrate that brin-
ging nations togetherin collaborative frameworks is a more effective way to solve
the problems we all face than a unilateral, nationalist approach. | believe achieving
that goal will require permitting a multi-speed Europe or, to putitin less judgmen-
tal terms, a Europe of “variable geometry”.
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If Member States do not all take the same steps at the same time, what is the advantage
for the EU?

ACHIM WAMBACH

© Theadvantage forthe EU is that it can implement policies at the multinational level
more efficiently and effectively than is feasible on the national level. For example,
creating a single European market benefitted all the EU Member States. Similar suc-
cesses could result from a common approach to the refugee crisis, foreign policy,
defence and combating crime or terrorism. But since there are significant differen-
ces of opinion among the Member States about these issues, unanimous decisions
are unlikely. To avoid deadlock on these controversial issues, the EU should be gi-
ven the flexibility to allow some Member States to implement common policies be-
fore others. If these common policies are successful, the other Member States will
eventually join in. This would allow projects to go forward even when they do not
have unanimous support, preventing them from languishing for years in negotia-
tions. The EU would then have the vigour and dynamism it urgently needs to solve
today’s problems. Particularly in the current environment, this would also have the
advantage of refuting the claim that Brussels is dictating policy to the Member Sta-
tes. Each national government could individually decide whether to cooperate on

a specific policy or not, thus augmenting their sovereignty.




EDITORIAL

Beyond triggering discussions concerning the reform of the EU, Brexit has also resul-
ted in a large number of practical problems. Where is action required?

ACHIM WAMBACH

© Theexit negotiations initiated this year present an enormous range of challenges.
The United Kingdom’s exit from the EU will affect the common market, change bur-
den-sharing in the EU budget and end the free movement of labour between the
United Kingdom and EU Member States. These changes will require new regulati-
ons. Aside from these obvious changes, Brexit will also have an impact in areas
less visible to the general public but that significantly influence companies. These
include corporate taxation, intellectual property and trade mark rights. But Brexit
will also shift the balance of power within the EU. The forces of market liberalism
will be weakened, and statism will gain ground. These changes could have an im-
pact on antitrust regulations, digital single market policy, cooperation in energy

markets, and climate policy.




What are the corporate taxation issues with Brexit?

ACHIM WAMBACH

(]

Brexit could significantly increase the burden of cross-border taxes on companies,
especially for internal company transactions. Taxation at source on dividends, in-
terest and royalties that had been significantly reduced in the EU single market
may now have to be paid in full again. In addition, the loss of fundamental EU free-
doms may expose companies in the United Kingdom to discriminatory taxation.
Finally, additional tax burdens may be imposed on the United Kingdom as a non-
Member State.

The additional burden placed on the EU budget by the United Kingdom’s exit is a con-

cern for the citizens of EU Member States.

ACHIM WAMBACH

(]

ZEW’s estimates for 2014 show that the EU’s budget deficit would have been 7.1
billion euros without the United Kingdom. The additional burden placed on the in-
dividual Member States will therefore be relatively small. But it is still a politically
sensitive issue. As a result, careful determination of which expenditures actually be-
nefit Europe and cutting expenditures where no benefit can be demonstrated is es-

sential. This could significantly reduce the additional burdens on the Member States.
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You believe that Brexit poses a threat to intellectual property rights.
What are these threats?

ACHIM WAMBACH

(>

The continued validity of intellectual property and trademark rights after Brexit is
a serious issue. The introduction of EU-wide brands in 2016 — so-called EU trade
marks —was a major advance that considerably simplified the protection of indus-
trial property rights. New products and services registered as European Union trade
marks are protected from imitation across the entire single EU market. European
Union trade marks may now lose those protections in the United Kingdom because
of Brexit. Companies might be required to register their brands separately in the
United Kingdom in time to avoid these risks. The same is true for EU-registered de-
signs. The importance of this issue largely depends on whether transitional provi-
sions can be successfully negotiated. Even a short time without these protections
can result in significant costs for companies. Otherwise, third parties could quickly
grab up brand and design rights, or flood the market with generic copy-cat pro-

ducts. Without brand protection, taking action against these parties could prove

extremely difficult.




INTERVIEW WITH ZEW PRESIDENT PROFESSOR ACHIM WAMBACH

The EU’s energy and climate policies are closely linked. What effect will the United
Kingdom’s exit have on this area of common policy?

ACHIM WAMBACH

© Closely linked energy and climate policies are as important to the United Kingdom
as they are to the EU. The United Kingdom is closely integrated into the European
energy market, including the crude oil, natural gas and electricity markets. The
short-term trading of gas and electricity over very small periods is common. Trade
restrictions on these markets will worsen the supply situation for all participants.
As the second largest emitter of greenhouse gasses in the EU, the United Kingdom
has also played a crucial role as an advocate of cost and goal-oriented climate po-
licy. If the country’s climate policy remains ambitious after Brexit, it will have a
strong interest in continuing to participate in EU emissions trading. In the exit ne-
gotiations, an agreement on energy and climate policy should be reached quickly.
This will avoid regulatory uncertainty on the market and minimize costs for com-

panies as well as consumers.

Many voters supported Brexit because they feared job competition from immigrants
from other EU countries. How will the United Kingdom be affected by the lack of free
movement of labour with the EU?

ACHIM WAMBACH

© Thatdepends on the results of the negotiations. Millions of British citizens current-
ly live and work outside of the United Kingdom. Their interests as well as the inte-
rests of EU citizens working in tvhe United Kingdom must be taken into account.
After Brexit, EU workers may need a work visa to take a job in the United Kingdom.
Immigration will fall. The amount will depend on how high the qualification and
income hurdles are set for obtaining a work visa. EU immigration to the United
Kingdom in recent years has had a positive effect on the economy there. Reduced
immigration will therefore burden public finances. Certain industries such as the
hotel and restaurant sectors may also have difficulties finding qualified workers.
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ZEW IN BRIEF

The Centre for European Economic Research (ZEW) in Mannheim was founded in 1991 and is
a member of the Leibniz Association. Under the leadership of Professor Achim Wambach, PhD,
the President of the institute, and Thomas Kohl, the institute's Director, ZEW currently employs
a staff of approximately 190 in six research departments, three research groups, and three ser-
vice departments. Being one of the leading German economic research institutes, ZEW enjoys an

excellent international reputation.

Mission

© The mission of ZEW consists of four closely related key objectives:
© to conduct high-quality research,

© to provide science-based economic policy advice

© totrain up-and-coming researchers,

© to transfer knowledge to the public.

Research Mission
ZEW’s overriding aim is to investigate the “optimal performance of markets and institutions in
Europe”. Studies carried out by ZEW concern the framework of market processes which improve
the performance of sustainable, efficient and inclusive knowledge-based economies in Europe.
This impacts the core research activities pursued at ZEW, for example:
securing employment and income against the backdrop of demographic change,
business formation and innovation policy in global competition,
use of information and communication technologies in companies,
integration of financial markets in Europe,
sustainable strategies for international climate policy,
viable national and European fiscal policy,
economic effects of tax and transfer systems,
improving the performance of existing markets,

0000000090

competitive strategies and regulatory policy at the European level.

ZEW’s profile is characterised by theoretically grounded methodologies in empirical econo-
mic research. The studies carried out at the institute draw on techniques and methods from eco-
nomics and business administration. Research at ZEW is open to engage in interdisciplinary co-
operation and adopt new perspectives.

Unique Characteristics

Although ZEW is closely networked with universities and applies university level standards in
its research activities, the work carried out at the institute is clearly different from the research
at economics faculties. ZEW places much greater emphasis on providing policy advice and on
the transfer of knowledge beyond a specialist audience. Furthermore, ZEW is the only economic



research institute in Germany offering a comprehensive programme of seminars and courses with
the objective of providing further training for specialists and executive staff.

Thanks to its considerable size and the broad spectrum of research areas, ZEW is able to tack-
le extensive and complex tasks in the field of economic policy advising. The infrastructure of ZEW
also facilitates the development and maintenance of complex analysis models such as the Eu-
ropean Tax Analyzer or the Computable General Equilibrium Model PACE (Policy Analysis based
on Computable Equilibrium). In addition, ZEW is able to undertake long-term surveys and build
extensive databases. The maintenance of datasets like the ZEW Financial Market Survey and the

Mannheim Innovation Panel relies on the unique conditions provided at ZEW.

Networking with Universities

ZEW cooperates closely with a large number of universities in Germany, Europe and across
the world. An integral part of ZEW’s university network is the close contact which the institute
maintains with universities in the Rhine-Neckar Metropolitan Region. The institute has a long
history of cooperation with the universities of Mannheim and Heidelberg, which includes sharing
resources for doctoral study programmes.

Through cooperation with various German and international universities, ZEW supports the
qualification of the next generation of researchers in economics. In particular, ZEW collaborates
with universities within the scope of projects funded by research foundations. The institute is
involved in one Collaborative Research Centre, one Research Unit and in two Priority Programmes
of the German Research Foundation (DFG).

ZEW is currently collaborating with over 90 Research Associates, most of whom are professors
at German or international universities. ZEW’s Research Associates contribute to the work com-
pleted in the institute’s research units. Many ZEW researchers hold teaching positions at univer-
sities. The ZEW Visiting Researchers Programme promotes scholarly exchange as academics from
around the world are invited to complete a research residency at the institute.

The institute’s successful work is reflected not least in the fact that many ZEW researchers are ap-
pointed professors or junior professors at universities. In 2016, ZEW researchers accepted professor-
ships at the universities of Mannheim, Luxembourg and Cologne, as well as at the Frankfurt School
of Finance & Management and the University of Applied Labour Studies of the Federal Employment
Agency in Mannheim. In the past few years, researchers have also accepted professorships at the

universities of Erlangen-Niirnberg, Heidelberg, Georgia Tech, US, and a number of other universities.

RESEARCH PERFORMANCE

Research excellence at ZEW has various dimensions:
© publishing research findings in scientific journals,
© establishing international networks with research institutions,
© participation in exchange of knowledge by way of conferences, workshops, and research visits,
© development, maintenance and evaluation of unique databases.

ZEW IN BRIEF
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Publications

The publication of research findings in international journals, subsequent to an external re-
feree process, is a key indicator of the quality of research carried out at any research institute.
Successful publishing is therefore a major objective of the institute. ZEW has an outstanding pu-
blication performance, contributing to its leading position among the German economic research
institutes. Between 2014 and 2016, a total of 244 articles produced by ZEW researchers were
selected by external referees for publication in scientific journals. It is not only a small, select
group of top researchers, but a great number of ZEW economists who contribute to the publica-
tion success of ZEW.

Cooperation Partners

Close cooperation with research institutions in Germany and abroad is a decisive factor for
the success of ZEW'‘s research. ZEW maintains partnerships with German and international uni-
versities and with non-university research institutions. Great value is placed on the international
scope of the network, but also on its interdisciplinary nature.

ZEW collaborates with distinguished partners located in Europe and, increasingly, in North
America and Asia. A prime example of such partnerships is the collaboration with the University
of International Business and Economics (UIBE) in Beijing. This partnership has become even

more substantial since the signing of a cooperation agreement in 2015.

Scientific Events

Another important means of establishing cooperative ties is scientific exchange through con-
ferences and workshops. In order to ensure that the institute’s research is communicated effec-
tively to target audiences, ZEW organises numerous conferences which focus on a variety of topics.

In 2016, ZEW’s research units organised more than 45 conferences and workshops. These
events attracted hundreds of international participants. In the reporting year, ZEW researchers
delivered more than 430 presentations at scientific conferences.

International conferences provide ZEW with the opportunity to extend its reputation as a re-
search institution and employer. The institute is therefore represented at important international
conferences with information stands, for example at the annual conference held by the Verein
fiir Socialpolitik (VfS) and at the ASSA meetings held in the United States

Development and Maintenance of Research Data
In most cases, empirical research carried out by ZEW is based on indivi- Z EW FDZ
dual-level data. Thanks to its established infrastructure, ZEW is able to coll-
ect, process and assess data according to recognised scientific standards.  ForschungsDatenZentrum
Where possible, the institute provides interested external researchers with
access to data at the ZEW Research Data Centre (ZEW-FDZ). The Research Data Centre, which has
been accredited by the German Data Forum, constitutes yet another contribution to the extension

of scientific infrastructure by ZEW. The data made available in the ZEW-FDZ may generally be used
free of charge for scientific, non-commercial research purposes. A proportion of the data is made
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available in the form of anonymised Scientific-Use-Files. With more than 340 external users, the
most frequently used Scientific-Use-File is the Mannheim Innovation Panel. Selected data is also

available in the form of Education-Use-Files applicable for educational or teaching purposes.

QUALIFICATION OF STAFF

The promotion of talented researchers is a core aim of ZEW. ZEW thus offers its staff a com-

prehensive range of further training opportunities.

Two Pathways to a Doctoral Degree

At ZEW, promoting postgraduate education is considered to be the key to supporting the growth
and development of the next generation of researchers in economics. Two-thirds of the research staff
employed at ZEW are university graduates who are working on a dissertation. Whilst completing their
thesis, doctoral candidates also benefit from first-hand involvement in the research activities at ZEW.
Following completion of a doctorate, a good proportion of the researchers pursue a careerin the pri-
vate sector, in associations or in government institutions. Academically out-

standing doctoral graduates are given the opportunity to continue their career d

as post-doctoral researchers at ZEW. So far, many of these have gone on to °

qualify as professors and have been appointed to university teaching posts. ~4 ZEW Doctoral Studies
The institute is currently employing around 50 doctoral candidates. ° Network

In order to meet the requirements of the wide range of research interests
and the diverse personalities of the researchers themselves, doctoral programmes are carried
out within an open framework. University graduates who begin their academic career at ZEW can
attain their doctoral degree by taking one of two pathways:
© They may work full-time as a researcher in a ZEW research unit, or
O else they may participate in the ZEW Doctoral Studies Network (ZEW DocNet).

Most commonly, doctoral students will choose to participate in research projects at ZEW whilst
completing their doctorate. Together with the heads of the ZEW research units and experienced
senior researchers, the doctoral candidates work on their dissertations during the course of re-
search project work. Once the topic of the doctoral thesis has been decided upon, a supervisor
will be found at a German or at a foreign university.

With the ZEW DocNet, ZEW offers a second pathway for doctoral students. Within this inter-
national network, ZEW participates in the graduate programmes offered at universities both in
Germany and abroad. Thanks to this cooperation, the institute has become even more attractive
for promising young scientists. In the year under report, a total of six doctoral students took part
in the programme. Graduates choosing to join the ZEW DocNet programme must first apply fora
doctoral programme at a participating university. The doctoral programmes take place in full at
the chosen university. The graduates then begin working on projects, either on a full- or part-time
basis, at ZEW. Their connection with the institute remains flexible.
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Structured Qualification for Doctoral Candidates

Since 1 March 2015, the standards of ZEW’s structured qualification programme apply to uni-
versity graduates who have newly joined the institute. ZEW facilitates a consistent, scientifically
challenging and attractive qualification in applied economic research for all doctoral candidates,
independent from the manifold doctoral regulations of the respective universities. The doctoral
courses that have to be completed during the programme will be validated with credit points ac-
cording to the European Credit Transfer and Accumulation System (ECTS). The ZEW qualification
programme includes participation in a graduate school and in doctoral courses at the university,

obligatory and elective field courses, as well as soft skill courses at ZEW.

Qualification Programme

ZEW helps to advance the careers of its staff by means of a qualification programme. The qua-
lification programme takes a variety of forms, including:
© temporary release from project responsibilities at ZEW in order to complete one’s own
research (“Sabbaticals”),
extended research stays at external research institutions,
participation in seminars, doctoral colloquia, and summer schools,

mentoring from the heads of research units, senior researchers and Research Associates,

0O 000

ZEW Econometrics Qualification Programme.

All academic staff have access to the comprehensive internal qualification programme offe-
red by ZEW. Alongside courses in econometrics, the programme also includes IT courses as well
as courses in project management, foreign languages and soft skills.

Further Training of Staff in Service Departments

The further training of staff in the ZEW service departments is of crucial importance for the
research conditions at the institute. ZEW provides numerous further training opportunities. In
addition to further training in their own field, staff members have access to English courses taught
by native speakers.

ZEW offers up to nine positions for vocational training and study. Apprenticeship positions
are available in the areas of digital and print media design, office management with an additio-
nal qualification in foreign language correspondence, as well as project assistance and IT ma-
nagement with specialisation in systems integration. Positions are also made available in co-
operation with the Baden-Wiirttemberg Cooperative State University in the “Business Informati-
on Systems” Bachelor of Science and the “Online Media” Bachelor of Arts courses. Personal ad-
visers mentor apprentices during their technical or administrative training periods at ZEW. In the
“Information and Communication” Service Department, ZEW also offers two trainee positions in

the areas press and public relations and online communications.
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Student Assistants and Interns

ZEW also familiarises students with empirical research methods. The institute employs a lar-
ge number of student and research assistants as well as interns who study at the nearby univer-
sities. The students are given an initial opportunity to apply the theoretical and methodological
knowledge acquired during their studies in practical research. In 2016, a total of 40 Bachelor’s

and Master’s theses were completed by students under the supervision of ZEW staff members.

ECONOMIC POLICY ADVICE

One of ZEW’s key objectives is to provide economic policy advice based on rigorous economic
research. Policy advice is provided for the areas of administration and politics on a national, re-

gional and European level, as well as for associations and international organisations.

Policy Advice Instruments
The research-based economic policy advice provided by ZEW takes a number of different forms:

© scientific studies and reports carried out on behalf of public bodies,

O participation of ZEW researchers in parliamentary discussions, formal advisory talks with
parliaments, government agencies and the European Commission,

© membership of ZEW researchers in political advisory boards,

© consultations with representatives of the European Commission and government agencies,
with members of parliament and decision-makers in administration,

© participation in public debates on economic policy via media and events.

Science-Based Economic Policy Advice

Policy advice provided by ZEW complies with rigorous scientific standards and is based on
research data. Providing policy advice is hence not only the task of a specialised group of ad-
visers, but the responsibility of all ZEW researchers. The completion of studies, which form the
basis of the policy advice provided by ZEW, and the publication of academic papers are insepa-
rable; policy advice and research compliment each other. Any knowledge won from research is
immediately taken into account for policy advising. This concept provides economic policy-ma-

kers with a guarantee of the scientific quality and balanced nature of ZEW’s advising activities.
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Client Structure

In 2016, the institute’s third-party funding amounted to 8.2 million euros. The most signifi-
cant clients, making up approximately 46 per cent of the ZEW client base, are German and for-
eign government agencies, followed by institutions forming part of the European Union (19 per
cent). The share of foundations, including the German Research Foundation (DFG), as well as
businesses and associations amount to 15 and 11 per cent respectively. With a proportion of

nine per cent, research institutions also play a significant role.

SOURCES OF THIRD-PARTY FUNDING IN 2016

Federal States

ww
Research Institutions

Companies/Associations

(11%)

(19%)

Foundations/DFG

German Federal Ministries and
Foreign Government Agencies

KNOWLEDGE TRANSFER

One of the institute’s key objectives is to communicate research findings to the scientific com-
munity, to political decision-makers and to interested members of the public. ZEW has continuous
contact with the worlds of academia, business, and politics, so the institute receives external
impetus enriching and improving its research work, its advising activities, and its training pro-
grammes. To ensure that information reaches the intended recipients, ZEW makes use of a vari-
ety of communication channels:

ZEW Discussion Papers and book series,
information brochures and research reports,
documentations and studies,

seminars, conferences, and symposia,
scientific and public events,

print, digital and social media,

0O 0000090

media contacts.
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ZEW Publications

The primary medium used for the dissemination of research findings are the ZEW Discussion
Papers, which are subject to an internal review process before publication. The papers are made
available free-of-charge via the ZEW homepage and can also be accessed via leading research da-
tabases. As reflected in the high download rate, ZEW Discussion Papers are highly regarded within
the economics community. In 2016, a total of 9,250 publications were downloaded via RepEc.

ZEW also produces an established book series entitled “ZEW Economic Studies” (Springer
Verlag), which are released in English.

The readership of the periodical publications. e.g. the ZEWnews, and of the institute’s reports
includes researchers and students from a range of disciplines, management and executive staff
from companies, as well as members of the public who have a general interest in economic po-
licy issues. These publications contain selected findings and economic policy analyses produced
by ZEW, provide reports about conferences and events, and include information regarding further
training seminars offered by ZEW.

In order to promote ZEW’s international visibility, general information about the institute is
made available in German, English and Chinese.

Digital Information Resources

ZEW spreads information to the media and the general public via a comprehensive range of
digital information channels. On the ZEW website, which was relaunched in the beginning of 2016
and now features a new and modern design as well as an improved user interface, a broad range
of up-to-date information can be accessed in German and English. A large number of research pa-
pers and studies are also available for download. The ZEW Newsletter, produced in both German
and English, is sent to some 7,100 subscribers each month. The newsletter provides information
about research findings, publications, events and career options. As part of the institute’s inter-
nationalisation strategy, content on the ZEW website is generally available in English. In addition,
ZEW has been active on Twitter since the end of 2014 (@ZEW). The institute tweets information
about events, conferences, and publications as well as economic policy statements.

Efficient Communication

ZEW keeps the media informed about research findings with approximately 120 press relea-
ses each year. By way of these press releases, ZEW contributes to current economic policy dis-
cussions.

The professional layout of ZEW publications, based on the institute’s corporate design, en-
sures that ZEW papers and reports are easily and quickly recognisable. A reader-friendly layout
as well as informative graphics and illustrations improve the publications’ appeal to the relevant

target audience.
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Events

Numerous ZEW events provide a platform for networking with research institutions, firms,
government agencies, organisations and the public. Besides scientific conferences, ZEW also
organises forums and talks featuring renowned speakers which attract interested members of
the public. Events include:
O First-Hand Information on Economic Policy
© ZEW Economic Forum

© ZEW Lunch Debates debate series in Brussels.

Knowledge Transfer & Qualification Programmes

Each year, the seminar programme organised by ZEW — a unique offer in the sphere of eco-
nomics research in Germany — attracts hundreds of participants from the fields of academia, ad-
ministration and business. ZEW seminars provide further training that is informed by scientific
research and highly relevant to practice. While doing so, ZEW researchers and experts from a
number of organisations and companies work together to create the seminars.

The ZEW Service Department “Knowledge Transfer & Qualification Programmes” provides
further training in a variety of formats. Each year, a large number of expert seminars for partici-
pants from the realms of academic research, politics and business take place. In addition to se-
minars addressing economics and business administration issues (e.g. financial market analy-
sis), especially seminars on methodological approaches (e.g. econometrics) and courses which
provide training in soft skills are popular.

Around 30 customised seminars take place each year. These courses address firms and pu-
blic institutions that wish to offer their staff members the opportunity to benefit from tailor-made
furthertraining. Forinternational participants, the Service Department provides a further training
programme in English. Internal further training seminars are provided for ZEW staff members. In
such seminars staff members receive training in, for example, presentation and moderation tech-

niques in both English and German.
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STAFF REPORT AND FINANCIAL STATEMENT

Staff Report

At the end of 2016, ZEW employed a total of 188 staff members (2015: 186), of whom 123 were
engaged in research activities (2015: 120). The year under report saw the departure of 17 resear-
chers from ZEW (2015: 21). While one quarter of the research staff members who left ZEW sub-
sequently accepted jobs in businesses and associations, around 66 per cent accepted positions
in universities or in government institutions. Figure 1 illustrates the staff development over the
course of the reporting period. The majority of staff members employed in ZEW research units
have traditionally been graduates holding a degree in economic science. The average age of a
ZEW researcher is 33, indicating the extent to which the institute benefits from a pool of emer-
ging, talented researchers. The average age of staff members across all ZEW units, both research
and service units, is 36 (see Figure 2). In accordance with the ZEW human resources policy, the

vast majority of research staff (86 per cent) are employed on fixed-term contracts. The dynamic

1] STAFF DEVELOPMENT

197
191
183 182 ° 130 186 188
128 127 130 120 123 B ZEW total
B Researchers
I Non-researchers
B Apprentices
59 60 59
48 49 53
7 [3 8 8 6 6
2011 2012 2013 2014 2015 2016 As of 31 December each year
2] AGE DISTRIBUTION 3] DURATION OF EMPLOYMENT
Research units ZEW total
> 15 years
2%
35 < 5years
o % 105
3% e SUPTE N
12
37% W <20years >S5tol0years
= 36
43% M 21-30years
B 31-40years
13%
B 41-50years
9% o B
5% 14% W >50years Total staff: 188
@ 33 years @ 36 years
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nature of the ZEW workforce is reflected by the relatively large proportion of staff members, a to-
tal of 105, who have been working at ZEW for less than five years (see Figure 3).

Through the employment of both interns, and student and graduate research assistants, ZEW not
only makes a significant contribution to the training and qualification of young academics, but
also offers these young people support and professional guidance before they embark on their
careers. In 2016, a total of 62 (2015: 65) interns took advantage of this opportunity offered by
ZEW (see Figure 4).The majority of student and graduate research assistants employed at ZEW
are studying at the nearby universities in Mannheim and Heidelberg, or at one of the other uni-
versities located in the Rhine-Neckar Metropolitan Region. Thanks to their participation in the
work of ZEW research and service units, these students gain valuable initial professional expe-
rience. For particularly talented assistants, employment as a student research assistant at ZEW
can mark the beginning of a more long-term professional relationship with the institute. As of 31
December 2016, a total of 98 students had taken advantage of the opportunities made availab-
le by ZEW (2015: 112).

The work carried out by ZEW is supported by numerous Research Associates from a number of uni-
versities in both Germany and abroad. Their support is critical, not only for the training and support
of research staff, but also for the creation and development of research areas. Furthermore, the
engagement of these Research Associates plays a significant role in establishing and maintaining
contact and cooperation with project partners, and in the successful acquisition of third-party fun-
ding. In the course of the reporting period, numerous researchers, visiting ZEW from their home
institutions in Germany or abroad, were directly involved in the work carried out at ZEW. Many of
these Visiting Researchers chose to complete a research stay at ZEW in order to contribute to the
institute’s research projects and to engage in an exchange of information and experience.

4] STAFF IN TRAINING

Student and graduate research assistants

112
104
98
Interns
83 S
65 62
Apprentices
8 6 6 (including trainees)
H mm Figure apply for the entire year
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With its Visiting Researchers Programme (VRP), ZEW aims to further develop its international net-

works. The VRP is orientated towards researchers who are interested in completing an extended

research stay at ZEW. The ZEW “Doctoral Studies Network* promotes cooperation with universi-

ties and gives doctoral students the opportunity to apply the knowledge and skills which they

gain through their work at ZEW in their own empirical economic research projects, whilst also

enabling them to cooperate on international projects. The involvement of external partners in

ZEW research projects is an additional way in which the institute promotes transnational coope-

ration. Within the scope of such activities, the institute expanded its international ties and esta-

blished new contacts worldwide.

Two of the central priorities of ZEW are the
completion of high-quality research and
the provision of internationally relevant
economic policy advice. In order to achie-
ve these goals, ZEW has an established
qualification programme which serves to
promote the further academic education
and training of ZEW staff. This programme
gives staff members the scope to take
temporary leave of their work on research
projects in order to undertake further aca-
demic study. Research staff might there-
fore make use of such sabbaticals to com-
plete doctorates, to obtain a postdoctoral
qualification, or to complete a research
stay at a renowned research institution
abroad. In 2016, nine researchers com-
pleted a doctoral thesis. Several of these
were awarded the highest possible grade,
“summa cum laude”.

A special feature of the ZEW human re-
sources policy, which renders employ-
ment at ZEW particularly appealing to
young researchers, is the possibility of
determining one’s own flexible working
hours. At the end of 2016, a total of 34
staff members (2015: 35), representing
18 per cent of all staff (see Figure 5), we-
re taking advantage of the opportunity to
determine their own work schedule on a
part-time basis. ZEW hereby actively en-
courages its staff to maintain a healthy

5] PART-TIME STAFF

ZEW total
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work-life balance and facilitates the reconciliation of work and family life. As in the previous ye-
ar, the proportion of female researchers engaged at ZEW during the reporting period was 30 per
cent. Across the entire institute, 46 per cent of staff members were female (see Figure 6). The
proportion of female senior researchers at ZEW was 38 per cent in the year under report.

Financial Report

The ZEW balance sheet showing endowment, finances, and revenues for the fiscal year of 2016
is very positive. Given the difficult conditions which arose as a result of the economic and finan-
cial crisis in Europe, this positive outcome is not to be taken for granted. The challenge posed by
the increase in national and international competition for third-party funding has also become
considerable. Despite this increase in competition, however, the proportion of ZEW funding ori-
ginating from third-party sources (including other revenues) remained on a constant level in 2016
with 44 per cent (2015: 46 per cent). The current volume of third-party funding for 2017 and the
following years amounts to a total value of EUR 14 million (see Figure 7). ZEW’s successful ac-
quisition of funding is proof of the value of the work carried out by the institute and is to be re-
garded as recognition of the excellent quality of the research conducted. Since its foundation in
1991, ZEW has received a total of EUR 141 million in the form of third-party funding.

ZEW’s financial charter, which allows for the receipt of general funding in fixed accounts, enab-

les surplus revenues resulting from increases in third-party funding to be designated as “appro-

DEVELOPMENT OF THIRD-PARTY FUNDING
(GROSS FUNDING IN EUR MILLION)

10.1

9.2
8.9
6.2 6.4 6.4 6.3
| | | | |

5.1

5.2
s 39 42 i5 ‘ |

* Includes third-party funding received in the fiscal years of 91/92, 92/93, 93/94, 94/95, 95/96, 96/97; **Current volume of commissioned projects
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priated reserves“. The net income arises from the surplus in the profit-and-loss statement, cor-
rected by withdrawals from “appropriated reserves®. For the fiscal year of 2016, ZEW therefore
registered an annual deficit of EUR 0.29 million and a net profit of EUR 0.17 million (2015: EUR
0.34 million, see Figure 8). As can be seen in Figure 9, the total net capital of EUR 23.06 million
represents an increase in comparison to the total net capital of EUR 16.50 million indicated for
2015. This increase is mainly due to the purchase of the ZEW building, which was financed by a
loan, as well as to a gain in stocks. Looking at the source of funds, the increased total netincome
is predominately a result of the total value of liabilities and advance payments. The cash and
equivalents balance proves good liquidity.

To summarise, the following developments in ZEW’s financial position were of significance in the
fiscalyear of 2016: Total revenues, amounting to EUR 19.37 million, fell by EUR 0.58 million. The
reason for this was the decrease in gross turnover of third-party funding, amounting to EUR 8.23
million (2015: EUR 8.90 million). Total expenses were EUR 19.63 million, which represents a EUR
0.43 million decrease in comparison to last years figure (2015: EUR 20.06 million). This is the
result of a decrease in “other operating costs”.

8] ZEW PROFIT-AND-LOSS STATEMENT

(in K euros) 2014 2015 2016*
Institutional funds 9,632 9,921 9,934
Joint Initiative for Research and Innovation Funding 328 312 317
Itr:;rr:c_)sz:,tyir:szgtsory changes, subsidies) 9,184 8,902 8,231
. Otherbusmess revenues, f|nanc|a| pmm ...................................... 313 ......... 237 ......... 376 .....
gcf(i)):;z Zggétt:e reversal of the special item for contributions 505 527 510
TOtalrevenueS 19,96219,94919,363
L Staffexpend|tures ........................................................... 1 1’851 e 11,706 ....... ; 2Y2 57 -
. Th"dpa,tysemces ........................................................... 804 ......... 952 S 1347 .....
. OtherOperatmgexpendltures ................................................ 6,288 ....... 6’409 ....... 5’319 .
. Assetwmeoﬁs ............................................................... 505 ......... 527 ......... 510 .....
* Allocation to special items for contributions to fixed assets si8 w2 198
Othertaxes .................................................................... 227_ ......
TOtalexpenses 20’01820,063 ....... 1 9,631
Fmanqalresuu _ ........... 2525 ......
Proﬂt/lossfortheflnamlalyear 56139288 .....
W,thdrawals from appropnatedreserves ....................................... 776 ......... 475 ......... 462 .....
. Netmcome ................................................................... 720 ......... 336 ......... 174 .....

* preliminary figures
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9] ZEW BALANCE SHEET AS OF 31 DECEMBER 2016*

31.12.2015 31.12.2016 31.12.2015 31.12.2016
in Keuros inKeuros in Keuros inKeuros
Asset s ..................................................... L,ab,m,es and eq u,t y .......................................
Intangible assets 280 173 Share capital 26 26
Downpayments made - 10 Appropriated reserves 3,966 3,840
Es:lsfritfttii:?:pmgress 2,997 8,541 Other reserves 2,170 2,170
. Eqmpment ...................... 652 ........... 546 ........ Netmcome ....................... 336 ........... 174 ......
CFixedassets 3929 9270 shareholdersequity 6498 6210
Sstocks 3086 4299 Untaxed reserves L3 1,475
Receivables/otherassets 994 689 Reseves 2640 2430
CCashatbanks 8352 8648 Advancesreceived 3190 4402
CCurentassets 12,432 13,636  Liabiliiestobanks - 5918
............................................................. Other“abmtles 1’7522,622
Prepaid expenses 140 D51 et e
Outside capital 8,269 15,372
TOtal 16’50123,057 ....... TOtal 16’50123,057

* preliminary figures
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INTERNATIONAL RESEARCH COOPERATION

ZEW is an international research institute not only in terms of its research focus, but also in
terms of cross-border cooperation — because top-quality research requires collaboration on a
European and global level. The ability to attract renowned researchers and foreign cooperation
partners is an important feature of any successful research institution. International cooperation

is also an important factor when competing for third-party funds.

Participation in EU Framework Programmes

In the period covered by this report, ZEW has continued a significant amount of international
activity in the fields of research and policy advice. ZEW has managed to continue its successful
work from previous research programmes under the new framework programme ,,Horizon 2020
(2014-2020). So far six projects within Horizon 2020 which ZEW researchers are involved in ha-

ve been approved, including one project for which ZEW is the consortium leader.

Economic Policy Advice on EU Level

Beyond scientific project work, ZEW provides expert advice for the European policy-making
process. The institute has established itself as a key source of policy advice in Brussels. For in-
stance, ZEW offers input to the EU Commission on the design of European research and innova-
tion policy, and leading ZEW researchers advise the EU Commission in a number of economic

policy areas. No fewer than nine ZEW scientists have acted as advisers to the Commission during

the period covered by this report.

The organisor, panellists and moderator before the ZEW Lunch Debate (from left): Johannes Jung (Representation of the State of
Baden-Wiirttemberg to the EU), Torsten Arnswald (Fiscal Policy Division, German Federal Ministry of Finance), Thomas Kohl (ZEW
Director), Maithreyi Seetharaman (journalist), Dr. Nicole Hoffmeister-Kraut (Baden-Wiirttemberg Minister of Economic Affairs,
Labour and Housing), Dr. Mathias Dolls (ZEW), Laszl6 Andor, PhD (former EU Commissioner) and Fabien Dell, PhD (member of
EU Commissioner for Economic and Financial Affairs Pierre Moscovici’s cabinet).
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The strong links between ZEW and the European Commission were also evidenced by EU Com-
missioner for Research and Innovation Carlos Moedas’ visit to the institute in April 2016. During
his visit, Moedas engaged in discussions with the ZEW board of executives and gave a talk on
“The Future of Market-Creating Research and Innovation in Europe” as part of ZEW’s lecture se-
ries “First-Hand Information on Economic Policy”.

Moreover, ZEW continues to succeed in strengthening its presence and visibility on the Euro-
pean arena with a discussion series in Brussels which began in 2014, the “ZEW Lunch Debates”.
In 2016, four events in this series took place with remarkable success, bringing together renow-
ned ZEW researchers with other economics experts and an audience of invited guests to discuss
the current economic challenges facing Europe. High-level EC staff, members of the European
Parliament, as well as representatives of industry and research have participated as panellists
in these debates, including MEPs Sylvie Goulard and Peter Simon, Dr. Nicole Hoffmeister-Kraut,
Minister of Economic Affairs, Labour and Housing of the State of Baden-Wiirttemberg, and former

EU Commissioner LaszIl6 Andor.

Cooperation Networks

International cooperation serves the purpose of promoting scientific exchange. ZEW main-
tains links with a growing number of universities, research institutions and organisations world-
wide. This cooperation encompasses joint projects, publications, and mutual research visits with
institutions across Europe, the US, and Asia. During the period covered by this report, ZEW worked
particurarly intensively with institutions in the UKand the US, including world-renowned partners
like Oxford University and University College London in the UK as well as NBER and the Massa-
chusetts Institute of Technology in the US. Research projects within the framework of ZEW’s SEEK
programme were another important area of collaboration in 2016.

In terms of cooperation with the US, one particular highlight was the Trans-Atlantic Public
Economics Seminar (TAPES) hosted by ZEW in Mannheim in June 2016. The conference, set up
by one of the most important associations of American economists, the National Bureau of Eco-
nomic Research (NBER), is one of the largest events held in the field of public finance in the world.
Over three days, around 30 experts discussed findings from the latest research on social insu-
rance programmes.

Cooperation with China has also intensified. In collaboration with Fudan University in Shang-
hai, ZEW continues to run the “China Economic Panel”, a monthly survey on macroeconomic
trends in China. Together with PricewaterhouseCoopers, ZEW and Fudan also conduct a quarter-
ly survey on German-Chinese trade. ZEW once again supported the German Federal Ministry of
Education and Research in organising the annual “Sino-German Platform for Innovation”. The
institute also organised, together with the University of International Business and Economics
(UIBE), the 2016 annual Beijing Humboldt Forum, which was devoted to the topic ,,Green Econo-
my*, as well as the newly launched annual ZEW Summer School for UIBE students.

2016 also saw the Memorandum of Understanding with Tsinghua University come to fruition
in the form of a jointly organised workshop on “Economics of Innovation and Entrepreneurship”.
The annual conference of the International Consortium of China Studies (ICSS) of the Peking
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ZEW hosted the 2016 Trans-Atlantic Public Economics Seminar (TAPES), which featured high-profile speakers such as Professor
Amy Finkelstein from the Massachusetts Institute of Technology (MIT), Cambridge, USA.

University’s National School of Development was also hosted by ZEW in July of this year. Peking
University and Tsinghua University are among the most influential universities in China.

The development and expansion of international networks was also greatly enhanced by the
463 international researchers from 37 different countries who came to ZEW over the course of

the year. The ZEW Visiting Researchers Programme (VRP) provides a framework for research stays.

Conferences and Publications

ZEW increases its visibility outside of Europe through its participation in international confe-
rences. In January 2016 ZEW participated in the annual meeting of the Allied Social Sciences As-
sociation (ASSA) in San Francisco, the most important economics conference in the world. In
August ZEW contributed to the European Economic Association meeting in Geneva, which is
equally significant in Europe. On both occasions ZEW researchers presented their research fin-
dings. In addition, the institute was represented with a stand providing information about major
research areas as well as opportunities for cooperation and research stays. At the ASSA job mar-
ket, ZEW research unit heads and human resources staff conducted job interviews with up-and-
coming economists.

Further measures to enhance international networking include information brochures for spe-
cific target groups, press releases, an English version of the institute website, a general informa-
tion brochure in Chinese, as well as public relations activities at international conferences. ZEW
regularly welcomes international delegations. In 2016 ZEW also hosted a group of international
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students from the University of Mannheim. The visit was conducted as part of the “Step by Step”
project run by the International Office at the University of Mannheim and financed by the German
Academic Exchange Service (DAAD). The visiting students had the opportunity to discuss current
economic issues with ZEW researchers and learn about ZEW’s work as a research institute.

ZEW hosted an information stand at the EEA-ESEM in Geneva in August 2016. Conference participants had the opportunity to
catch up on career, collaboration and further training possibilities at ZEW.
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ZEW RESEARCH DATA CENTRE

The ZEW Research Data Centre (ZEW-FDZ) provides external
researchers access to ZEW research data. The ZEW-FDZ primarily 2 I W F 2

provides micro-level data from ZEW firm surveys on topics such
as innovation activity, the development of start-ups, and the use
of information and communication technologies. In addition,
the ZEW-FDZ offers data from ZEW expert surveys, e.g. the ZEW
Financial Market Test, and from personal interviews.

Firm Surveys:

Mannheim Innovation Panel (MIP)

KfW/ZEW Start-up Panel/ IAB/ZEW Start-up Panel
Generational Change in SMEs

High-Tech Start-up Panel

Academic Spin-offs in Germany and Austria

ICT Survey

Business Survey in the Information Economy

0O 00000090

Eco-Innovation

Expert surveys:
© ZEW Financial Market Survey
© Climate Negotiations Equity

© Transport Market Barometer

Individual-level surveys:

© ECO-CARS (Survey of Potential Car Buyers)

© SECO@home (Household Survey on Energy Consumption)
© ZEW Secondary School-to-University Transition Panel

External researchers have the opportunity to work with ZEW data within FDZ premises at ZEW
on request. The use of ZEW data by external researchers is restricted to academic research pro-
jects. External researchers can also access factually anonymised ZEW datasets as Scientific-Use-
Files for use in their own institution. Selected datasets of the Mannheim Innovation Panel (MIP)
are also made available as Education-Use-Files for application in university teaching.

All use of ZEW data is free of charge and limited to scientific, non-commercial research. The
ZEW-FDZ has been accredited by the German Data Forum (RatSWD).

In the period covered by this report, 32 external researchers worked with ZEW data within FDZ
premises; on average, the visiting researchers came to the FDZ twice a year. Over 60 external re-
searchers utilised Scientific-Use-Files of ZEW data in 2016. Around 75 per cent of these license
agreements were made for MIP data.

ZEW ANNUAL REPORT 2016 -
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Since 1996, more than 400 external researchers have used MIP data, about two-fifth of whom
worked outside of Germany, and about eleven per cent outside of Europe. MIP Education-Use-
Files have been applied by 30 university scholars for teaching so far. In 2016, three new users
seized this opportunity.

On 16 and 17 November 2016 organised a ZEW FDZ data user workshop. About 40 national
and international researchers attended the event to present and discuss their studies based on
ZEW survey data.

Further information: www.zew.de/fdz-en

Contact:

Dr. Sandra Gottschalk (sandra.gottschalk@zew.de)

Simona Wagner (simona.wagner@zew.de)

The ZEW-FDZ Data User Workshop featured presentations on various aspects of entrepreneurship, firm dynamics and innovation
activities. At the end of the workshop the participants had the opportunity to put forward critical comments and suggestions on
how ZEW could improve and extend its data.
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The research units at ZEW are responsible for creating and maintaining databases for the pur-
poses of academic research. Some of the most prominent examples are listed below. A number
of the listed databases can be accessed via the ZEW Research Data Centre (ZEW-FDZ).

© Business Survey in the Information Economy
Quarterly survey of firms in the ICT hardware sector, ICT service providers, media service
providers, and knowledge-intensive service providers on their current business situation
and the expected development
Contact: Dr. Daniel Erdsiek, daniel.erdsiek@zew.de

© IAB/ZEW Start-up Panel
Database containing information on business start-ups for the analysis of their develop-
ment during the first years of operation; conducted in cooperation with the Institute for
Employment Research (IAB) and Creditreform
Contact: )Jirgen Egeln, juergen.egeln@zew.de

© Mannheim Innovation Panel (MIP)
Database containing information on the innovation activities of companies in Germany,
collected on the basis of an annual company survey
Contact: Dr. Christian Rammer, christian.rammer@zew.de

© Mannheim Enterprise Panel (MEP)
Database containing information on firms with business activities in Germany for the
analysis of start-ups, company growth, and firm survival

Contact: Johannes Bersch, johannes.bersch@zew.de

© ZEW Financial Market Survey
Regular survey among financial market experts providing expectation data on financial
market trends as well as macroeconomic developments

Contact: Dr. Michael Schréder, michael.schroeder@zew.de

DATABASES
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RESEARCH PROGRAMME
STRENGTHENING EFFICIENCY AND COMPETITIVENESS
IN THE EUROPEAN KNOWLEDGE ECONOMIES (SEEK)

The ZEW research programme “Strengthening Efficiency and
Competitiveness in the European Knowledge Economies” (SEEK) S E E K
has been funded by the State of Baden-Wirttemberg since its
kick-off in 2010. The key objective of SEEK is to strengthen top-
level research in the field of economics. As part of the SEEK programme, ZEW also aims to expand
its international networks and improve its visibility in the scientific community.

ZEW has implemented a number of research activities using SEEK funds. A priority is placed
on research projects that enable cooperation between ZEW researchers and renowned interna-
tional economists. SEEK research teams explore topics of relevance to the efficiency and compe-
titiveness of Europe’s knowledge-based economies. The research findings aim to provide deci-
sion-makers in politics and business with strategies to overcome the major economic challenges
facing Europe.

,Overcoming the Economic Crisis in Europe“ is currently the overarching topic that informs
research undertaken in the programme. SEEK projects are examining the origin of the crisis; the
conditions for smart, sustainable, and inclusive growth; as well as long-term strategies to ensu-
re economic and financial stability. The key aim is to provide decision-makers in the realms of
politics and government administration with empirical research so they can make fact-based de-
cisions that help to resolve the crisis.

Since the beginning of the SEEK programme, ZEW has launched five annual calls for proposals,
inviting international researchers in economics to submit project proposals in cooperation with
ZEW economists. Project proposals are evaluated by a scientific board that consists of distingu-
ished international researchers. This competitive procedure ensures scientific excellence and

guarantees exclusive funding of high-level projects within the framework of the SEEK programme.

SEEK Research Projects

Four projects, which were launched in 2014, were successfully completed in February 2016:

© Side Effects of Economic Crises in Europe and Provision of Online Public Goods

© Resilience in Times of Crisis: The Role of ICT — Evidence for Europe

© Human Capital Formation in Young Firms and the Crisis: A Comparative Analysis
of Portugal and Germany

© Credit Supply of Banks and SME Financing in the Crisis — Unveiling the Real
Economic Effects
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Thanks to the success of the SEEK programme, the government of Baden-Wiirttemberg deci-
ded to extend funding past 2015 for three additional years (2016-2019). Since January 2016
ZEW has been granted €800,000 annually to invest in SEEK projects. The new SEEK projects ha-
ve been tailored to fit the funding time frame and conditions: at present, three long-term research
projects spanning various research units at ZEW are receiving funding. The participation of inter-
national scholars continues to be the most important precondition for the financing of projects.
After review by the Scientific Board and a group of international evaluators, funding was granted

to the following research projects:

© Regional Inequalities in Living Standards in View of Fiscal and Labour Market Policies
© Digital Marketplaces and Platforms
© Options for Effective Fiscal and Economic Governance in the Eurozone — A European

Network on Better Institutions

The projects, which were launched in April 2016, are expected to be completed in March 2019.
More information on all SEEK projects is available at the SEEK website: http://seek.zew.eu

SEEK Conferences

In order to increase ZEW’s international visibility, the institute has hosted a regular SEEK Con-
ference since 2011. These conferences have garnered great interest, attracting some 200 inter-
national participants from the realms of academia, politics, and business each time. A number
of high-profile speakers have contributed to the success of the conferences, including EU Com-
missioner Maire Geoghegan-Quinn, former Italian Prime Minister Professor Mario Monti, Profes-
sor Klaus Topfer (Executive Director of the Institute for Advanced Sustainability Studies and a
former Federal Minister) and renowned researchers like Professor Thomas Piketty (Paris School
of Economics), Professor Philippe Aghion (Harvard University), and Professor Bronwyn Hall (Uni-
versity of California at Berkeley).

Taking Stock of SEEK

SEEK has been an impressive success since its launch. More than 40 international projects
have been carried out as part of the programme, providing ZEW researchers with the opportuni-
ty to closely collaborate with distinguished international researchers. Cooperative projects have
considerably improved the quality of scientific research at ZEW, as demonstrated by the increase
in ZEW’s publication output and the great number of SEEK papers accepted for publication in
high-quality scientific journals.

SEEK also provides ZEW researchers with the opportunity to enhance their contacts within the
international scientific community by way of research stays at partner institutions. More than 120
research stays have taken place as part of SEEK projects, helping ZEW to establish or intensify
cooperative relationships with some 70 international research institutions and universities. In
addition to the SEEK Conferences, ZEW’s visibility is enhanced by the many presentations, work-
shops and publications that are based on SEEK research findings. In order to disseminate SEEK

SEEK

63



THE INSTITUTE -

THE RESEARCH UNITS

research results, ZEW researchers have given some 130 lectures at international scientific con-
ferences and organised more than 30 workshops. ZEW researchers have also published a great
number of “Policy Briefs” to inform national and international decision-makers in a concise way
about SEEK research results. The Policy Briefs are an important cornerstone of ZEW’s policy ad-

vising activities.

Contact: Dr. Daniela Heimberger
E-mail: seek@zew.de
Tel. +49 (0)621 1235-109

Centre for European Economic Research (ZEW)
L7,1-68161 Mannheim

Website: www.seek.zew.eu

Fiscal governance in the eurozone was the topic of a SEEK workshop organised
at ZEW in November 2016. Speakers included Professor Albert Solé Ollé of the
University of Barcelona, who provided an inspiring presentation on the influence
of windfall gains on fiscal policy and governance in times of crisis.




LEIBNIZ SCIENCECAMPUS
MANNHEIM CENTRE FOR COMPETITION AND INNOVATION (MACCI)

The Leibniz ScienceCampus “Mann-

heim Centre for Competition and Inno- _-.l.. CCI MANNHEIM CENTRE
vation” (MaCCl) was launched by ZEW M a FOR COMPETITION

in cooperation with the School of Law
and Economics at the University of
Mannheim at the beginning of 2012. A ScienceCampus is a joint initiative of at least one Leibniz
institution and one university, as well as the federal state where the participants are located. The
aim of the initiative, which encourages regional partnerships between Leibniz institutions, uni-

versities and other partners, is the promotion of excellence in research.

Goals of the MaCCl

The MaCCl ScienceCampus aims to initiate research projects at the intersection of law and
economics in the areas of competition policy, regulation and innovation. A particular focus is
placed on basic research, on related applied and empirical research, and on comparative issues.
The MaCCl ScienceCampus thus serves to strengthen both the position of German legal research
in Europe as well as the relevance of such research for legal practice. The initiative also creates
opportunities for young researchers to advance their careers while sustainably improving the

ability of participating institutions to attract young academic talent.

Background and Motivation

In recent years, European and German competition, regulation and innovation policies have
undergone significant changes. At the same time, calls for policies informed by empirical evi-
dence have been growing. Accordingly, research should no longer focus in isolation on the im-
pact of policy measures in individual areas, but rather consider direct and indirect exogenous
impacts as well as reciprocal effects between policy fields. The economic assessment of policy
measures is therefore increasingly difficult; in addition to theoretical and empirical considera-
tions, policy evaluation work must take complex institutional frameworks into account. This is
precisely where legal analysis is of particular relevance: The impact of a variety of legal regulati-
ons in competition and innovation policy must be compared; problems must be identified to de-
velop yardsticks based upon economic insights that are consistent with regulatory policy, ensu-
re legal certainty, and can be practically implemented. Against this backdrop, interdisciplinary
dialogue is urgently needed to arrive at practical solutions that are based on economic criteria.

Topic Areas

The MaCCl ScienceCampus focuses on issues that require cooperation between economists
and legal scholars. Topics of research within the MaCCl campus include the establishment of
standards in competition law, competition economics and innovation policy; competition in the
healthcare sector; the public and private enforcement of competition law; issues arising from
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the implementation and strategic use of intellectual property law (such as patents and trade-
marks); and the development of competition in telecommunications and energy markets. The
guiding principles of MaCCl are to conduct research that is interdisciplinary in nature and also
relevant to real-world practice.

Contributions to Doctoral Education and Teaching

The ScienceCampus contributes to the education of Master’s and PhD students in three ways:
As part of the Mannheim Competition Policy Forum, lectures are held every two weeks regarding
current cases in competition law. Speakers at these events include representatives from govern-
ment authorities and consulting firms, as well as experts from relevant fields of research.

Doctoral candidates are regularly involved in MaCCl projects, and some are also integrated
in the Centre for Doctoral Studies in Economics (CDSE) at the University of Mannheim.

The ScienceCampus aims to develop a European network for doctoral education at the inter-
section of law and economics, with the already existing “Competition Law and Economics Euro-
pean Network” (CLEEN) serving as a springboard. Currently, some 30 doctoral students are in-
volved in MaCCl activities.

Conferences and Networks

Within the framework of the ScienceCampus, conferences and workshops are organised on
topics concerning competition law and the economics of competition. In 2016, MaCCl was invol-
ved in organising 12 academic conferences. In November 2016, for example, ZEW hosted the
“MaCCl Law & Economics Conference”, which was devoted to the topic of “Cartel Damages in
Europe: The New Framework after the Directive”. Highlights of the conference included talks gi-
ven by Margaret Levenstein, PhD (University of Michigan, Ann Arbor) and Professor Wouter Wils
(European Commission and King’s College London). In panel sessions the conference participants
discussed challenges in implementing the European Commission’s Damages Directive in indivi-
dual Member States. Talks were given by scholars of economics and law, as well as by legal and
economic policy practitioners concerned with actual implementation of the Directive.

In addition, the MaCCl Annual Conference was held at ZEW for the fifth time in May 2016. A
highlight of this conference was the talk given by Professor William E. Kovacic of King’s College
London concerning the efficiency of anti-trust and regulatory authorities when cases are conduc-
ted in parallel. In 2016, the conference once again featured break-out sessions to provide parti-
cipants with the opportunity to delve into various topics, including price parity clauses, minority
investment stakes, and the adjustment of competition law to online markets.

The regional MaCCl network contains 70 core members, each of whom conduct research at
the intersection of law and economics. The work of the MaCCl is supported by a Scientific Adviso-
ry Board that is composed of renowned international researchers in the fields of competition,

regulatory and innovation policy.
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Additional Information

www.macci.eu

Margaret Levenstein, PhD during her keynote speech at the MaCCl Conference on cartel damages
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LEIBNIZ SCIENCECAMPUS
MANNHEIM TAXATION (MATAX)

On 1 April 2014, the Centre for European Economic Research
(ZEW) launched the Mannheim Taxation (MaTax) Leibniz Science- M aTa x
Campus in coopera.tlon V\{Ith the Unl\{er5|t.y of Man.nhmm. MaTax MannheimTaxation
also collaborates with Heidelberg University’s Institute for Finan- ScienceCam puSs
cial and Tax Law. MaTax’s research focuses on future fiscal policy
in light of European and global integration and new economic and societal challenges. One of
the goals of the interdisciplinary collaboration between MaTax researchers in the fields of eco-
nomics, business administration, law and political science is to develop policy options that con-
tribute to meeting these challenges, while also taking into account the relevant macroeconomic,
legal and entrepreneurial conditions. A further aim of the ScienceCampus is to intensify collabo-
ration between researchers by facilitating the joint usage of research data and the exchange of
methodological expertise, thereby contributing to the development of research agendas. Both
of these aspects are important assets of the MaTax ScienceCampus. In the interest of sustaina-
bility, the ScienceCampus places particular emphasis on promoting high-quality research and
doctoral education.

MaTax is led by a board of directors. In selecting and developing projects and evaluating
these on an ongoing basis, the board is assisted by a scientific advisory board comprised of in-

ternationally renowned researchers.

Research Funding

The MaTax ScienceCampus provides funding for projects undertaken by researchers at parti-
cipating institutions. The projects are required to meet high research standards and should
make a significant contribution to MaTax’s core research areas. Researchers at any of the parti-
cipating institutions may submit a research proposal to the board of directors. The board then
decides which of the proposed research projects will receive MaTax funding on a quarterly basis.
Among other topics, the projects funded in 2016 address the efficiency of the tax authorities and
tax collection in Germany, the legal feasibility of optimal economic tax models, tax avoidance
among multinational corporations, and tax structures in Europe. Regular workshops provide an

opportunity for the findings of these MaTax projects to be presented and discussed.
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Knowledge Transfer, Communication and International Networking

The MaTax ScienceCampus aims to ensure that the findings of these ambitious research pro-
jects are made accessible and communicated to a range of target groups. Key elements of MaTax’s
communication strategy include regular scientific conferences and workshops in Mannheim,
promoting researcher networking through international conference participation, supporting
research visits and hosting guest lecturers, along with policy advising activities in the form of
research reports, contributions to taxation policy debates and workshops that facilitate exchange
between the fields of science, politics and business.

In October 2016, ZEW staged the third Annual MaTax Conference, where approximately 60
researchers discussed their research projects. In conjunction with the National Bureau of Econo-
mic Research (NBER), MaTax also hosted the Trans-Atlantic Public Economics Seminar (TAPES)
- one of the most prestigious conference series in public finance. The conference saw contribu-
tions from leading academics in the field, including Professor Martin Feldstein (Harvard Univer-
sity) and Amy Finkelstein (Massachusetts Institute of Technology). In addition, a MaTax workshop
was held on Lab Experiments in Public Economics in February 2016. Jean-Robert Tyran, a profes-
sor at the University of Vienna and one of the leading researchers in the field of experimental
public finance, gave one of the keynote speeches at the workshop.

In September 2016, MaTax hosted the fifth Workshop on Empirical Research in Business Ac-
counting in cooperation with the universities of Frankfurt (Oder), Hannover and Cologne. Dr. Tho-
mas Hemmelgarn (head of the economic analysis of taxation at the EC’s Directorate General for
Taxation and Customs Union) opened the proceedings with a discussion of contemporary research
on current developments in US tax policy.

ZEW welcomed a broader audience to its January 2016 event, “Why Germany Needs to Provi-

de Fiscal Incentives for Innovation”, which was jointly organised with PricewaterhouseCoopers
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In his keynote speech at the Annual MaTax Conference, Professor Dhammika Dharmapala from the Law School of Chicago Uni-
versity provided valuable insights into the past and future of income taxation.

MaTax
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During the fifth MaTax workshop on empirical tax research,
Dr. Thomas Hemmelgarn discussed how questions sur-
rounding fair taxation and the elimination of harmful
tax competition are becoming increasingly important
for EU tax policy.

(PwC). Renowned experts from the fields of academia, politics, and business discussed Germany’s

need for fiscal policy that encourages research and development.

Doctoral Education and Supporting the Next Generation of Researchers

Promoting the next generation of researchers is a key task of the MaTax ScienceCampus.
Around 40 doctoral students are active in the participating university departments and ZEW re-
search units. These students play an important role in addressing key MaTax research questions
and receive support in conducting their associated dissertation projects. At the University of
Mannheim’s Graduate School of Economics and Social Sciences (GESS) MaTax has also establis-
hed a special “Tax Track”, which is based in the Centre for Doctoral Studies in Business (CDSB).
In the summer of 2016, MaTax staged the [IPF Summer School, an annual event for doctoral stu-
dents from all over the world, which is hosted each year by a leading European institution. The
theme of the 2016 summer school was social security systems. Professor Luigi Pistaferri (Stan-
ford University) and Professor Josef Zweimiiller (University of Zurich) gave keynote lectures on
the topic, while around 30 doctoral students from the United States, Europe and Africa had the

opportunity to present their own research projects.

Board of Directors

© Prof. Dr. Thomas Fetzer, University of Mannheim

© Prof. Dr. Friedrich Heinemann, ZEW und Heidelberg University

© Thomas Kohl, ZEW

© Prof. Dr. Christoph Spengel, University of Mannheim (board spokesman)

Coordination
© Dr. Philipp Dérrenberg, ZEW (philipp.doerrenberg@zew.de)

© Prof. Dr. Katharina Nicolay, ZEW und University of Mannheim (katharina.nicolay@zew.de)

Further information

www.matax.eu
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Dr. Melanie Arntz
Acting Head of Department

RESEARCH AREAS

© Changing Labour Markets
Contact: Dr. Melanie Arntz

RESOURCES

PD Dr. Friedhelm Pfeiffer
Deputy Head

© Labour Markets in Organisations

Contact: Jun.-Prof. Dr. Susanne Steffes
© Education and Labour Market Entry
Contact: PD Dr. Friedhelm Pfeiffer

© Inclusive Labour Markets
Contact: Dr. Michael Maier

MISSION STATEMENT

The Research Department “Labour Markets, Human Resources and Social Policy” investigates
how institutions and working conditions in firms can facilitate the development of smart, susta-
inable and inclusive European labour markets. The Research Department specialises in the eco-
nometric assessment of policy impacts, including structural modelling techniques, and in the
analysis of individual and employer—employee data. The Research Department has been culti-
vating its expertise in education and human resource economics in order to assess education and
qualification measures as well as to study the effects of human resource policies implemented
by firms. The Research Department lays a strong focus on structural changes in labour markets
and the design of efficient labour market, education and social policies.
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RESEARCH AREA: CHANGING LABOUR MARKETS

© Globalisation and Labour Markets
© Skill-Biased Technological Change
© Spatial Adaptation Processes

This research area studies the interrelationships between the international division of labour,
the ongoing digitalisation of the working world, demographic changes, and employment and wa-
ge growth in labour markets. A key focus is placed on how macroeconomic phenomena impact
the behaviour of individual economic agents. Researchers examine institutional and structural
differences between Europe’s regional and national labour markets in order to identify geogra-
phical disparities and understand the economic mobility of labour and capital.

In the year under review, the research area continued its work on the future of labour in an
increasingly digitalised and automated world. In a study conducted on behalf of the OECD that
garnered considerable attention, ZEW estimated the risks to jobs posed by automation in 21
OECD countries. The study concluded that just nine per cent of jobs in OECD countries can be
automated, far less than previously assumed. In contrast to past studies that have examined oc-
cupational categories, the ZEW study adopted a “task-based” approach to more accurately ob-
serve the characteristics of workplace activities.

On behalf of the Academy of Technical Sciences (ACATECH), economists in this research area
also conducted a study on how the digital revolution is impacting the need for further occupati-

onal training. The IAB-ZEW study, which draws on data gathered in a new survey of over 2,000
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companies, examined the use of Industry 4.0 by German firms. Specifically, it investigated the
resulting changes to workplace processes and employee skill requirements. The findings, which
were presented at the National IT Summit, show that half of German companies are already using
Industry 4.0 solutions. However, only a small share of equipment and processes can be catego-
rised as Industry 4.0. The use of fully automated processes is nevertheless clearly on the rise in
German companies (see Figure 1).

Researchers in this area also continued work on an ongoing project being undertaken on behalf
of the Federal Ministry of Education and Research. The project involves analysing the firm-level
effects of digitalisation by linking data gathered in-house with administrative data maintained by
the Federal Employment Agency. The goal is to identify the mechanisms by which jobs are being
created and destroyed as well as to shed light on the winners and losers of the digital revolution.

1] LEVEL OF AUTOMATION AND DIGITISATION IN GERMAN BUSINESSES IN

TERMS OF THEIR OPERATING RESOURCES
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Source: IAB-ZEW Working World 4.0 Survey, calculations by ZEW

76 - ZEW ANNUAL REPORT 2016



LABOUR MARKETS, HUMAN RESOURCES AND SOCIAL POLICY

RESEARCH AREA: LABOUR MARKETS IN ORGANISATIONS

© Human Resource Management
© Ubiquitous Working
© Work and Health

This research area investigates the relationships between employees and management as
well as the impact of structural changes in the working world. It investigates the optimal organi-
sation of human resource management and working conditions in order to promote and sustain
worker productivity, performance and employability. This research focus combines expertise in
human resources and business management with microeconometric methods.

In 2016 the research area investigated how digitalisation and demographic changes are influ-
encing employees and human resource management. On behalf of the Federal Ministry of Labour
and Social Affairs and the Federal Ministry for Economic Affairs and Energy, ZEW researchers con-
ducted surveys among employers and employees. The findings show that technological change is
increasing the need for employees to acquire new skills, yet at the same time, simplifying the acti-
vities performed by low-skilled workers.

The research area continued to study gender-related differences in labour market opportuni-
ties. An analysis carried out for the Federal Ministry of Labour and Social Affairs showed that wo-
men have worse career development prospects than men and also believe they are at a disadvan-
tage professionally. However, the perception of disadvantage does not apply to human resource
development measures (such as further education) or to company performance reviews. The stu-
dy found differences between employee groups, such as part-time workers and executives.

A project on the determinants and effects of further education identified differences between
employee groups. Women with low or mid-level qualifications had a 3.2 percentage point lower
chance than their similarly qualified male counterparts of having their employers initiate and fi-
nance further education. However, women with a university degree have an 8.6 percentage point
greater chance of initiating further education than their male counterparts. A similar picture emer-
ges if comparative wage levels are examined (see Figure 2 on the following page). While companies
invest less in non-career-oriented women, career-oriented women send a positive message by in-
vesting in their skills and abilities. A meaningful share of the difference in gender-specific invest-
mentin further education can be ascribed to the fact that women are more frequently employed on
a part-time basis and less frequently have managerial roles. Gender-specific wage disparities can-
not be attributed to further education participation rates.
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DIFFERENCES IN CHANCES OF FURTHER TRAINING OF WOMAN
AS COMPARED TO MEN

IN PER CENT
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Source: WeLL-ADIAB data, calculations by ZEW

RESEARCH AREA: EDUCATION AND LABOUR MARKET ENTRY

© School-to-Work Transition
© Returns to Education
© Educational Policy Design

This research area investigates the educational development and labour market integration
of young people. A key concern is identifying the knowledge and skills that enable a successful
transition into employment. As part of their investigations, researchers explore educational pro-
cesses in primary and secondary schools, universities, and in the workplace. In addition, resear-
chers in this area evaluate how education policies and labour market institutions affect the tran-
sition from secondary school to higher education and individual career opportunities. To study
these issues, expertise in educational economics is combined with microeconometric techniques.
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Lastyear marked the successful completion of the Feasibility Study of the Baden-Wiirttemberg
Panel that was conducted on behalf of the Baden-Wiirttemberg Foundation. In this study, resear-
chers developed a design for conducting a representative dataset containing education and oc-
cupational histories. The study aimed to produce robust findings concerning the transition from
school to work while also closing gaps in the existing research.

2016 saw the completion of the project “Students’ Transitions into Higher Secondary Education
or Dual Education in Two Localities of Baden-Wiirttemberg” on behalf of the Baden-Wiirttemberg
Foundation’s Network on Education Research, which examined factors determining the transition
from the first to the second stage of their secondary school education. Among other things, it was
revealed that student participation in educational counselling varies by school type. It was shown
that regionalinitiatives to improve the career guidance offered to students have had positive effects.

Within the scope of a pilot study for the Baden-Wiirttemberg Panel, a relatively small longitu-
dinal survey was used for an intervention to examine how the way a survey is administered crea-
tes incentives for participation. One group of young people received a personalised invitation
with the name and photograph of the researcher, while the second group did not receive a per-
sonalised invitation. The personalised invitations somewhat increased the willingness of young
people to participate in the survey, particularly immediately after the invitation was received.
However, the difference between the two groups was not statistically significant.

Following a new call for research applications announced by the Baden-Wiirttemberg Foundation’s
Network for Educational Research, economists working in this research area received approval for a
new project. The project, which began last September, will investigate the effects of “career guidance
measures” as well as participation in the “transition system”. The project will draw on panel survey
data as well as school and social-insurance administrative data maintained by the state of Baden-
Wiirttemberg. In order to compare the study’s findings to the situation in Germany as a whole, the
analysis will be expanded to include data from the National Educational Panel Study (NEPS).

Economists in this research area successfully secured funding from a grant programme run
by the Federal Ministry of Education and Research. The three-year project that was awarded fun-
ding will examine the costs and benefits of switching majors or dropping out of university stu-
dies. The project, which is slated to begin on 1 May 2017, will be carried out in cooperation with
the ZEW Research Group “International Distribution and Redistribution” and the Federal Employ-
ment Agency’s University of Applied Labour Studies.

RESEARCH AREA: INCLUSIVE LABOUR MARKETS
© Evaluation of Integration Measures
© Refugees and the Labour Market

© Employment and Wage Dynamics

The research area of “Inclusive Labour Markets” is concerned with individual and institutio-
nal factors that facilitate fair employment and personal development. Of particular interest are
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groups with pronounced employment and income risks, such as low-skilled workers, older peo-
ple, women with family obligations, the long-term unemployed and refugees. The research area
investigates employment and wage dynamics as well as the determinants of successful transiti-
on into regular employment. It applies a broad range of micro-econometric tools to evaluate how
labour market policies can build more inclusive labour markets.

In cooperation with the Heidelberg University of Education and numerous practicing profes-
sionals, economists in this research area are working on a project titled “Real-World Laboratory:
Asylum Seekers”. The project, which is being funded by the Baden-Wiirttemberg Ministry of Sci-
ence, Research and the Arts, is investigating the factors that contribute to the successful integ-
ration of asylum seekers in the Rhine-Neckar region. In the first stage of the study, a survey of
individuals living in refugee centres in Sinsheim and Wiesloch was conducted in collaboration
with Professor Gerard van den Berg. More than 370 refugees from Afghanistan, Iraq, Syria and
numerous African nations were surveyed in order to develop robust, real-world insights into fac-
tors influencing integration.

The first step in analysing this data was to create a cohort of young men between the ages of
18 and 32 who had not immigrated to Germany prior to 2011. On average, the members of this
cohort had 9 years of formal education prior to arriving in Germany. Among those who had been
employed prior to arriving in Germany, the average work experience was approximately six years.
When the survey was conducted in September 2016, 12 per cent were employed. Those with a
job worked on average 19 hours per week.

On behalf of the Federal Ministry of Labour and Social Affairs, economists in this research area
will be partnering with several institutions up to 2020 to investigate the federal government pro-

In October 2016 Professor Francesc Ortega of Queens College, New York, presented his research findings on the influence of im-
migration regarding the use and the quality of public education at a ZEW Workshop on Assimilation and Integration of Immigrants.
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gramme “Social Inclusion in the Labour Market”. This policy evaluation project, which is based
on statistical data gathered by the Federal Employment Agency and supplementary surveys of the
long-term unemployed concerning social inclusion, was considerably expanded by the Federal
Ministry of Labour and Social Affairs in autumn 2016. In another project commissioned by the Fe-
deral Ministry of Labour and Social Affairs, researchers are investigating the use of project-speci-
fic work contracts as a potential alternative to standard employment in Germany. In the project,
researchers are conducting company surveys gathering representative data on the prevalence of

work contracts, their terms and conditions, and the specific problems they pose.

OUTLOOK

In the coming year, the Research Department will continue to make contributions to the evi-
dence-based public debate on developments in labour market, education and human resource
policy in Germany and Europe. In terms of specific topics, the Research Department will study
the causes and consequences of the changing world of work and the associated societal and
academic debates concerning polarisation tendencies in the labour market. The integration of
refugees will represent another key subject area guiding the Research Department’s agenda.

In the coming year, research will be dedicated to analysing the consequences of digitalisati-
on. The Research Department intends to contribute to the understanding of how digitalisation
impacts employment and wages by analysing survey data gathered as part of the newly estab-
lished IAB-ZEW Working World 4.0 database. The research possibilities of this database will be
expanded in the coming year through the addition of an employee questionnaire to the compa-
ny survey. Important topics of research will include how digitalisation induces changes with re-
spect to working remotely, the desire of employees to excel, their willingness to pursue further
education, and employee retention.

The Research Department will examine how employment is in a state of flux. Among other are-
as, the Research Department will intensify its research into the economic integration of refugees,
who have been arriving in Germany in large numbers. Against the backdrop of the changing requi-
rements of the labour market, additional attention will be devoted to studying how young peop-
le transition between different stages of the educational system. The costs and benefits of chan-
ging university majors or discontinuing one’s studies will also be examined.

In cooperation with the new “Market Design” Research Group, the Department’s researchers
intend to explore how the insights obtained in market design research can be applied to enrich
labour market and educational research. Compelling opportunities for joint research are evident
in a number of areas — for example, in the use of matching approaches in labour markets or in

the allocation of preschool slots and university places.
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RESEARCH DEPARTMENT
DIGITAL ECONOMY

Prof. Dr. Irene Bertschek Dr. Jorg Ohnemus
Head of Department Deputy Head

RESEARCH AREAS

© Diffusion and Growth Potential of ICT
Contact: Dr. Jorg Ohnemus

© ICT, Markets and Corporate Strategies
Contact: Prof. Dr. Irene Bertschek

© Digital Networks and Knowledge Acquisition
Contact: PD Dr. Marianne Saam

MISSION STATEMENT

The “Digital Economy” Research Department (formerly: “Information and Communication
Technologies”) studies the impact of digitalisation on economic processes. It investigates chan-
ges in production, innovation, and the working world brought about by digitalisation, as well as
digital markets and platforms. The Research Department‘s work provides a foundation for evi-
dence-based policy decisions in order to allow the benefits of ICT for smart value-added produc-
tion, sustainable usage of natural and immaterial resources, and inclusion of people in the ge-
neration of knowledge and wealth to be leveraged at the national and European levels.

The researchers in the Department conduct empirical research, using econometric methods
to analyse data gathered from in-house company surveys, Internet platforms, and macroecono-
mic databases. This makes the Research Department an important centre in Germany for the
economic analysis of digitalisation.
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RESEARCH AREA “DIFFUSION AND GROWTH POTENTIAL OF ICT”

© ICT and Media Sector, Knowledge-Intensive Service Providers
© Business Cycles of the Information Economy

© Mobile Internet, Cloud Computing, Green IT

© Macroeconomic Effects

The “Diffusion and Growth Potential of ICT” research area is concerned with the diffusion of
ICT, companies* successes in the production and use of ICT and the macroeconomic effects of
these processes. Economists in this area conduct surveys to investigate the adoption of different
ICT applications in business, companies’ goals in using ICT and the obstacles and limitations
companies face. Macroeconomic relationships are investigated through projections and the use
of external macroeconomic data.

In 2016 the Research Department completed a study on the digitalisation as it relates to
Germany’s small and medium-sized enterprises (SMEs). The study was conducted on behalf of
the German government-owned development bank KfW Bankengruppe. The study investigated
manufacturing and service-sector companies with at least five employees and no more than 500
million euros in annual revenues. Current public discussion concerning the digitalisation of the
economy is marked on the one hand by visions of impending and radical transformation, and on
the other hand by concerns that many companies are asleep at the switch. The ZEW study shows
that Germany’s SMEs are well aware of the importance of this topic, but that the implementation

of new technologies is occurring at a very measured pace. More than four out of five German SMEs
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carried out digitalisation projects in 2013-15. The study defined “digitalisation projects” as any
activity to expand orimprove IT capabilities or IT-related skills. Recurring expenditures or invest-
ments to replace existing resources were not considered. Some 78 per cent of firms implemented
technology projects (including the adoption of new hardware, software and IT security measu-
res). At the same time, 64 per cent of companies undertook projects to improve their capabilities
and human resources in the area of IT (including IT training, consulting, workflow reorganisation
and the adoption of new online sales methods) (see Figure 1). Across firms in all size categories,
technology projects were more common than projects to improve IT-related capabilities. This re-
lative lack of investment in IT-related capabilities could explain why the technological opportu-
nities offered by digitalisation have yet to be fully exploited in all areas of the economy.

Taking a closer look at the cost of digitalisation projects, we find that most projects involved
relatively small investments. While 17 per cent of companies made no investments in digitalisa-
tion projects in 2013-15, 46 per cent invested less than 10,000 euros annually during this pe-
riod. Among companies with more than 150 employees, 48 per cent spent more than 100,000
euros annually, yet such figures must be weighed in relation to company revenues. Accordingly,
we find that German SMEs are aware of the importance of digitalisation but have been taking
“baby steps” in their adoption of new systems and skills. Policy-makers would be well advised
to take into account the gradualistic nature of progress to date when designing regulatory inter-

ventions in this area.

1] ENTERPRISES IMPLEMENTING DIGITALISATION PROJECTS 2013-2015

''''''''''''''''''''''''''''''''''''''''''''''' M overall digitalisation
I 3 projects
Total SMEs [ 78 n

technological projects

M compentencies
projects

5to 9 employees 72

10 to 49 employees 80

50 to 149 employees 91

more than
150 employees

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, IN PER CENT

Allvalues are projected to the population level of enterprises with more than 5 employees.
Source: ZEW ICT Survey 2015 and additional survey 2015/16.
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RESEARCH AREA “ICT, MARKETS AND CORPORATE STRATEGIES”

© Productivity and Innovation

© Internationalisation and Outsourcing
© Digital Production and Work Processes
© Online Markets

© Aspects of Competition Economics

The “ICT, Markets and Corporate Strategies” research area focuses on studying the motives
behind and consequences of the implementation of ICT applications and complementary busi-
ness strategies. The aim is to discover how companies can best use ICT to make the most of the
potential benefits to innovation and productivity it offers.

In 2016 the Research Department once again collaborated with TNS Infratest to produce a re-
port on the status of the digital economy titled “Wirtschaft DIGITAL”. This work was conducted
on behalf of the Federal Ministry of Economic Affairs and Energy. In-house company training as
it relates to the digital revolution was one key topic addressed by the 2016 report. More than
two-thirds of surveyed companies believed that in-house IT training would be “important” or
“very important” in the coming years. IT security is the subject area in which the need for staff
training is most pressing, the companies said (see Figure 2 on the following page). The need for
IT security training is particularly acute in sectors in which sensitive data play an important role,
including the ICT sector, knowledge-intensive service sector, and health care. The survey respon-
ses that were received concerning the need for training in this area underscore that companies
are very aware of the importance of data as an economic factor. Small businesses emphasised
a relatively strong need for improving the basic internet usage skills of their staff members.

The social media strategies used by companies have been a topic of study in this research
area for many years. While social media have become an important aspect of daily life for a broad
segment of society, little research has been conducted to date into how social media can contri-
bute to company performance. Drawing on data from the 2015 ICT survey, a recent ZEW discus-
sion paperinvestigated how companies make use of their Facebook pages. In the study, the au-
thors linked company data with information from their Facebook pages. Econometric estimations
revealed that when companies have a Facebook page and also receive extensive user feedback
through Facebook, they are more likely to realise product innovations. Interestingly, there is a
strong correlation between negative user feedback and the likelihood of a company realising
product innovations. One possible explanation is that these companies harness user feedback
to improve their products and services or develop new ones. The study’s findings remain robust
when one corrects for the fact that particularly innovative companies are more likely to have a
Facebook page. The study did not address process innovations, as internal company processes

are not amenable to outside critique by Facebook users.
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2] DEMAND FOR FURTHER TRAINING

WY OVERALL, thereof

In which fields do you see the greatest need for

further staff training in your company?

W High demand
M Low demand

Data secuty 82
Working with digital devices 29 47 76

Web search 33 41 74
General knowledge, e.g. technology
and software skills 30 42 72
Firm- and sector specific knowledge
of digitalisation 29 42 71
Data analysis and interpretation 64

Social media proficiency 55
Programming skills 51

Source: Federal Ministry for Economic Affairs and Energy: Monitoring Report “Wirtschaft DIGITAL 2016”;
“High/low demand” in per cent

RESEARCH AREA “DIGITAL NETWORKS AND KNOWLEDGE ACQUISITION”

© Digital Media

© Social Networks

© User-Generated Content

© Design and Function of Digital Platforms

In the “Digital Networks and Knowledge Acquisition” research area, researchers examine the
private and professional activities of individual Internet users and their effects. Special attention
is paid to user activity on digital platforms such as Wikipedia or crowdworking platforms, as well
as the information assets and network structures that emerge from them.

In a study that was conducted in 2016 on behalf of the Federal Ministry of Labour and Social
Affairs, ZEW researchers studied companies’ use of and perceptions toward crowdworking plat-
forms. Crowdworking platforms enable companies to outsource activities traditionally conducted
in-house to external service providers. Such platforms are typically used to outsource high-volu-
me, repetitive tasks. While just 55 per cent of companies in the ICT sector were aware of this new
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form of outsourcing in 2014, more than three-quarters said they were familiar with itin 2016. In
the manufacturing sector the term is now known to around 70 per cent of companies. However,
increasing awareness has not been associated with increasing use by companies. In 2014 and
again in 2016, just over four per cent of ICT companies said they currently use or plan to use
crowdsourcing in the coming year (see Figure 3). However, a much higher percentage of compa-
nies indicated they could imagine using crowdsourcing in the future. This opinion was also voiced
in the service and manufacturing sectors.

In the topic area of digital platforms, a study conducted in cooperation with external resear-
chers investigated hotel booking websites. Many hotel booking sites have “best price” clauses
that forbid hotels from offering better prices and conditions through other sales channels. In De-
cember 2015 Germany’s Federal Cartel Office issued a directive forbidding Booking.com from
using a “best price” clause. The ZEW study investigated the effects of best price clauses by exa-

3] CURRENT AND FUTURE USE OF CROWDWORKING

M Currentuse I Planned use by end of 2017
* TOTAL INFORMATION
) | ECONOMY o2 At
thereof: ICT sector 5.2

Media service providers
[ 23 |

Knowledge-intensive
service providers

& TOTAL MANUFACTURING -
)\ INDUSTRY 1.2

thereof: Chemical and

pharmaceutical industry
Mechanical engineering 1.2 a‘a{
Automotive industry

6
SHARE OF COMPANIES
IN PER CENT
Other manufacturing industries

6.2 percentof media service providers already use crowdworking. 2.5 per cent of them are planning to do so by the end of 2017.
Source: Federal Ministry of Labour and Social Affairs and ZEW
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mining this natural experiment. The study showed that hotels more frequently offered rooms at
their own websites after the best-price clause was abolished. Compared to other European coun-
tries, there was a five percentage point increase in the use of direct sales by German hotels in
the period afterthe clause was abolished. At the same time, the number of hotels using Booking.
com in Germany increased by approximately 20 per cent in the six month period after the Cartel
Office’s ruling. Furthermore, hotels are now more likely to offer lower prices at their own websi-
tes than at Booking.com, and usually a hotel’s own website is the sales channel with the lowest
prices. The study indicates that Booking.com’s best price clause constrained free price determi-
nation by hotels, thus potentially impairing competition between sales channels. An interesting
finding is that hotels were more likely to offer rooms through Booking.com after the best price
clause was abolished. The abolishment of the clause was thus advantageous for Booking.com,

at least in this respect.

OUTLOOK

The medium and long-term diffusion of digital technologies — including the growth potential
they unlock — will remain an important subject of study for researchers working in this Depart-
ment in the years ahead. A key concern relates to the development of appropriate metrics for
observing digitalisation, as this is a diffuse and multi-faceted phenomenon.

Researchers in this Department will continue to draw on company data they have collected
in-house in order to examine corporate strategies that are based on ICT. In particular, researchers
will study how ICT-driven competitive strategies impact innovation, productivity and workflows.
A number of future research projects will rely on data gathered in ZEW’s five-wave ICT survey
(2002-2015) and quarterly economic survey in the information sector. Researchers are increa-
singly linking company data gathered in-house with external sources of data (e.g. from social
media) in order to examine relationships between companies and customers, including associ-
ated impacts to business performance. In the future, the Department will increasingly study how
social media is used by companies to undergird their efforts to innovate.

The design features of digital platforms will be an important subject of research in coming
years. For example, online rating functions (e.g. guest feedback at hotel booking sites) disclose
a considerable volume of information about offered products and services. In the coming years,
the Department will devote increased theoretical and empirical attention to the online rating of
products and services, including how such feedback is structured and its attendant impacts on
the activities of service providers. Last but not least, the Department intends to pursue coopera-
tive activities with ZEW’s newly established “Market Design” Research Group.
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ECONOMICS OF INNOVATION AND
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Dr. Georg Licht Jurgen Egeln Prof. Dr. Bettina Peters Dr. Christian Rammer
Head of Department Deputy Head Deputy Head Deputy Head

RESEARCH AREAS

© Innovation Processes in Firms
Contact: Prof. Dr. Bettina Peters, Dr. Christian Rammer

© Intellectual Property Rights and Intangible Investments
Contact: Dr. Georg Licht, Dr. Philipp Bding

© Industry-Science Linkages and Technology Transfer
Contact: Dr. Maikel Pellens, Dr. Christian Rammer

© Firm Foundations and the Growth of Start-ups
Contact: Jirgen Egeln, Dr. Bettina Miiller

© Firm Closures
Contact: Dr. Sandra Gottschalk, Dr. Georg Licht

© ZEW Research Data Centre
Contact: Dr. Sandra Gottschalk

MISSION STATEMENT

The Research Department “Economics of Innovation and Industrial Dynamics” investigates
the behaviour of firms under dynamic market conditions. The Department conducts empirical
analyses on a range of topics, including the innovation behaviour of firms, the division of labour
among participants in the innovation system, the sharing of research findings between firms and
research institutions, market entries and exits, and the development of (young) firms. The re-
search projects pursued by the Department identify challenges faced by firms and policymakers,
and analyse and evaluate associated policy measures. Goods and factor markets that are either
insufficiently organised or not fully developed often furnish the basis for the Department’s as-
sessment of policy interventions.

94 - ZEW ANNUAL REPORT 2016



ECONOMICS OF INNOVATION AND INDUSTRIAL DYNAMICS

KEY EVENTS IN 2016

In 2016, the Research Department cooperated with the Mannheim Centre for Competition and
Innovation (MaCCl), the German Graduate School of Management & Law in Heilbronn, and the
University of Mannheim’s Institute for SME Research to host the third “International Conference
of the Dynamics of Entrepreneurship”. The conference aimed to promote discussion among in-
ternational researchers on a broad range of subjects related to entrepreneurship and start-ups.

In addition, the Research Department organised five workshops. The workshop “Innovation
in Firms: Proposals for Better Measurement” took place within the context of the ongoing review
of the Oslo Manual, which sets forth international standards for the measurement and interpre-
tation of innovation. During the workshop, over 30 researchers from 13 countries discussed the
strengths and weaknesses of current approaches for measuring firm innovation, and developed
strategies for improving definitions and metrics.

Each year, the Research Department collaborates with the KU Leuven and the universities of
Luxembourg, Maastricht and Turin to organise a workshop for PhD students in which the latter
have the opportunity to present initial research findings in front of a large group outside their
own faculties. This year, the workshop took place at ZEW. Over the course of two days, a total of
15 young academics presented their papers, which included research on innovation, company
start-ups and intellectual property, and received feedback and suggestions forimprovement from
eleven experienced researchers from the five participating institutions.

The Research Department organised the workshop “From Europe to China: Exploring New
Frontiers in Economics of Innovation and Entrepreneurship” in a joint collaboration with the Re-
search Center for Technological Innovation (RCTI), affiliated with Tsinghua University in Beijing.
This workshop aimed to promote dialogue between European and Chinese researchers conduc-
ting theoretical and empirical research on innovation and start-ups. The keynote speakers were
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Professor Pierre Mohnen (UNU-MERIT and University of Maastricht) and Professor Paul Unschuld
(Charité University Hospital in Berlin).

Finally, a workshop hosted by the Research Data Centre offered researchers the opportunity
to present and discuss papers based on ZEW survey data.

In 2016, two staff members within the Research Department completed their doctorates.
Florence Blandiniéres’ dissertation was entitled “A Methodology to Assess the Relevance of
Division of Innovative Labor in Medical Innovation”, while Martin Murmann’s chosen field was

“Human Capital of Employees in New Ventures”.

The participants of the Tsinghua ZEW Workshop “From Europe to China: Exploring New Frontiers in Economics of Innovation and Entrepreneurship”
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RESEARCH AREA “INNOVATION PROCESSES IN FIRMS”

Indicators and Measurement of Innovation Activities
Determinants of Corporate Innovative Behaviour

Innovation Strategies in Firms

Effects of Innovations on Firms and Macroeconomic Variables

0O 00090

Conception and Evaluation of Research and Innovation Policy Instruments

Economists in this research area analyse R&D activities using empirical methods. They seek
to examine both firm-specific and institutional factors that influence decisions about innovation
and determine an innovation’s success. In addition, researchers study the impact of innovation
on firm performance and macroeconomic growth. Much of the work conducted in this research
area is connected to the Mannheim Innovation Panel (MIP), which forms the basis for German
innovation statistics and is Germany’s contribution to the Community Innovation Surveys (CIS).
Researchers use microeconometric techniques to study the innovation behaviour of firms and
the effects of government innovation policy in order to draw conclusions on how markets for new
products and services should be optimally designed and regulated.

How to best measure the innovation activities of firms and how to best design innovation po-
licy instruments were two key areas of research in 2016. In addition, empirical analyses on vari-
ous topics were performed using data from the MIP and Community Innovation Survey (CIS),
which resulted in a high number of scientific articles.

In 2016, the Research Department played an active role in the revision of the OECD’s and
Eurostat’s Oslo Manual. The Oslo Manual forms the conceptual basis for innovation surveys in
the corporate sector in a large number of countries. The ongoing revision process seeks to criti-
cally evaluate the approaches used to define and measure innovation, and to take into account
altered underlying conditions, whether from globalisation, digitalisation or new forms of inno-
vation. The revision process is due to be complete by the end of 2017.

A series of studies and research projects addressed current innovation policy issues. Together
with Professor Spengel at the University of Mannheim, an expert report concerned with the intro-
duction of an R&D tax incentive in Germany was conducted on behalf of the Commission of Ex-
perts for Research and Innovation (EFI). In this connection, research focused on how such an in-
strument would influence R&D expenditures and the innovation outcomes of firms. Furthermore,
researchers examined the extent to which an R&D tax incentive might affect different categories
of firms (in terms of sector and size). In another study conducted for EFI, researchers examined
how policies for promoting research and innovation in Germany can be tracked with an indicator
system. In a study undertaken on behalf of the company SAP, economists in this research area
cooperated with the Research Department “Digital Economy” and the Research Group “Compe-
tition and Regulation” to illuminate the demands placed on innovation policy in the age of digi-
talisation. As part of this project, ZEW researchers performed a detailed analysis of innovation-
and growth-oriented start-ups, and also examined how firms finance innovation. Drawing on
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survey data, the Department collaborated with Prognos to investigate possible trends among
German SMEs in the coming decade, identifying challenges and drawing up recommendations
foraction in an expert report that was produced for the Federal Ministry for Economic Affairs and
Energy. In 2016, the Research Department was once more actively involved in the evaluation of
innovation policy instruments. How R&D funding measures at the European level support the in-
novation activities of German SMEs was examined on behalf of the Federal Ministry of Education
and Research. This study aimed to evaluate the effectiveness of the joint funding programme
Eurostars, one of the more recent instruments developed as part of R&D policy, which is coordi-
nated by several European partner countries.

The Mannheim Innovation Panel (MIP) constitutes a key source of information for the
Department’s research activities. MIP data were used to demonstrate that the planned innovation
activities of firms in Germany are in decline (see Figure 1). This trend is primarily attributable to
firms lacking in-house R&D activities; such firms have been increasingly abandoning R&D efforts.
The MIP is the Research Department’s longest-running project and a key pillar of ZEW’s research
data infrastructure. The MIP is an annual panel survey on the innovation behaviour of German
firms that has been conducted since 1993 on behalf of the Federal Ministry of Education and Re-

1] PLANNED INNOVATION ACTIVITIES OF FIRMS IN GERMANY IN 2016 AND 2017

B no innovation activities B only process innovations B product and process innovations
B only product innovations B not yet known

2015 2016 2017

*2015: Implemented innovation projects (for comparison only) Source: ZEW, Mannheim Innovation Panel
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search. A great number of outside researchers have conducted studies using MIP data. In 2016,

ZEW was granted funding to continue its innovation survey activities in the coming years.

RESEARCH AREA “INTELLECTUAL PROPERTY RIGHTS AND
INTANGIBLE INVESTMENTS”

Intellectual Property Rights and Innovation Incentives for Firms
Enforcement of Intellectual Property Rights

Intangible Investments

Markets for Technology

0O 00090

Global Developments of Intangible Investments and Patent Applications

Researchers in this area investigate measures designed to safeguard revenues generated by
investments in technology and in new goods and services. On the one hand, patents and trade-
mark rights help to safeguard returns to innovation, yet, on the other hand, they also impede the
spread of technological transformation. The research area’s focus is on patents and trademarks,
which are commercial property rights granted to the providers of new technology. In this context,
the incentives and impediments created by various property right regimes are considered in co-
operation with legal scholars, and patent infringement processes are analysed. The Research
Department determines market characteristics that obstruct the optimum parity between inven-
tor protection and technological diffusion, and develops proposals for the structuring of know-
ledge and technology markets. The productivity effects of investments in intangible assets con-
stitute a further research topic.

In the project “Investigating the Impact of the Innovation Union”, which is funded by the EU’s
“Horizon 2020” framework programme for research, ZEW researchers are evaluating the Innova-
tion Union, one of the seven flagship initiatives within the Europe 2020 strategy for smart, sus-
tainable and inclusive growth. The Innovation Union comprises a range of measures. ZEW resear-
chers are collaborating with eight leading European research institutes to address a total of four
topic areas. Specifically, researchers are: (1) assessing the effects of the planned introduction
of the EU Unitary Patent and the establishment of a unified system for adjudicating patent dis-
putes in Europe; (2) investigating the consequences of the new EU public procurement directive,
which facilitates the awarding of public contracts for innovative products and services; (3) stu-
dying the extent to which the new EU regulation accelerates standardisation processes in Europe
while also promoting innovation; and (4) examining trade and the licensing of intellectual pro-
perty rights, as well as the optimal design of Europe’s technology market.

In the project “Creativity for Innovation and Growth in Europe”, completed in 2016, resear-
chers developed new, holistic approaches for the scientific examination of the link between crea-
tivity and innovation as well as for studying the dynamics governing cultural and creative econo-
mies. In this context, one issue explored was the protection of intellectual property within the
field of cultural and creative economies using copyright and design rights. Drawing on CIS data
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from 26 countries, it was shown that the use of copyright and design rights correlates with a hig-
her probability of product innovations.

In the project “Use of Trade Secrets to Protect Innovations”, researchers are investigating the
economic significance of business secrets and their relationship to intellectual property rights,
as well as other strategies used by firms to derive revenues from their innovations. The study
specifies existing protective measures and analyses their impact on preventing violations of in-
tellectual property rights within the EU.

In the FP7 project “Smart Public Intangibles” (SPINTAN), completed in 2016, ZEW researchers
conducted a theoretical and empirical investigation of intangible assets in the public sector. Wor-
king within a consortium, the participating economists explored how total public expenditure on
R&D varies in relation to the business cycle, and whether cyclically induced shifts in public R&D
expenditures can be observed in specific sectors or between various recipients. Among other fin-

dings, the project determined that highly innovative EU countries pursue anti-cyclical innovation

GROWTH RATE OF PUBLIC R&D EXPENDITURE ACCORDING TO BUSINESS CYCLE
AND INNOVATION PERFORMANCE, 1995-2015

B Recession period M Non-recession period

3.9

innovators 2.6

EU: Moderate
innovators -3.1

Non-EU countries

6.6

AVERAGE ANNUAL GROWTH
RATE OF PUBLIC R&D
EXPENDITURE IN %

Souce: ZEW
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policies, meaning that public research expenditures tend to increase during times of crisis. By
contrast, public research expenditures in EU countries deemed “strong” or “moderate” innovators
exhibit a pro-cyclical trend, thus widening the innovation gap in Europe (see Figure 2).

RESEARCH AREA “INDUSTRY-SCIENCE LINKAGES AND TECHNOLOGY TRANSFER”

© Linkages Between Public Research and Private Innovation

© Research Infrastructure and Technology Transfer

© Innovation Policy Stimulation of Technology Transfer and its Evaluation
© Researcher Mobility

O Effects of Public Research Funding

This research area addresses various issues at the interface between innovation processes
in firms and research in scientific institutions. In particular, researchers investigate the role of
small and medium-sized enterprises in the field of technology transfer, the effects of scientific
partnerships on the ability of firms to innovate, university spinoffs, and transfer-oriented incen-
tive systems in scientific institutions, including the structuring of patent law at universities. The
market for licenses and patents within public research as a technology transfer mechanism is
another area of interest. In this connection, findings from the subfield of market design research
are often applied.

In the “Science4KMU” research project, which is being undertaken in partnership with exter-
nal researchers, ZEW economists are examining the obstacles to the transfer of new technology
between public research institutions and SMEs. The project seeks to develop a model for colla-
boration between research institutions and R&D-intensive SMEs. In addition, instruments are
being developed to identify technology-oriented SMEs that are capable of and prepared to
engage in an intensive collaboration with research institutions in the field of basic research. The
“Science4KMU” project is a collaborative undertaking involving the Leibniz Institute for New
Materials (INM), the Institute for Industrial Computer Sciences and Business Organization (IBO)
at the University of Applied Sciences in Saarbriicken, and ZEW. Research is focusing on techno-
logy transfer in the area of materials sciences, which is an interdisciplinary field. The project aims
to develop a model for cooperation and present itin a handbook that is applicable to other inter-
disciplinary fields. To this end, the INM and IBO are investigating the human resources, infra-
structure, and financial resources required by research institutions and SMEs in order to trans-
form innovative ideas into reality.

101



102

THE RESEARCH UNITS

RESEARCH AREA “FIRM FOUNDATIONS AND THE GROWTH OF START-UPS”

Indicators and Measurement of Firm Foundations
Determinants of Firm Growth

Human Capital Structures in Young Firms

Family Firms and Hidden Champions

Financing of Young Firms

0O 00000

Evaluation of Support for Firm Foundations

This research area maintains a wide range of indicators on start-up activity in Germany. Asses-
sing the conditions that mediate market entry and firm growth is a key focus of research. In this con-
nection, researchers can draw on two unique databases: the Mannheim Enterprise Panel (MEP) and
the IAB/ZEW Start-up Panel. These databases make a valuable contribution to improving the infor-
mational basis for the study and promotion of start-ups. They are a comprehensive, continually up-
dated resource that aids policymakers seeking to improve the regulatory and policy conditions for
young entrepreneurs in Germany. Using these databases, researchers this area investigate oppor-
tunities for improving subsidy mechanisms for young firms. They also investigate the quality of re-
gulatory conditions for the development, implementation and diffusion of new business models.

The Mannheim Enterprise Panel (MEP) is the result of a long-term collaboration with Credit-
reform. On a regular basis, Creditreform provides ZEW with access to its comprehensive corpo-
rate database for use in scientific projects. The data provide a detailed picture of market entries
and exits in Germany.

One project in which the MEP played a key role in 2016 was “The Economic Importance of Fami-
ly Enterprises™. In this project, the research area developed an overview of the corporate landscape
in Germany for the fourth time since 2009 while analysing the specific characteristics of family firms.
This work was undertaken in collaboration with Creditreform and the Institute for SME Research at
the University of Mannheim. Over 90 per cent of firms in Germany are family-run. On average, fami-
ly firms are small enterprises with less than ten staff members, yet they employ over half of the cor-
porate sector workforce and generate more than 50 per cent of its turnover. The list of the 500 largest
family firms is headed by the Schwarz Group, followed by Robert Bosch GmbH and the Metro Group.
As part of this project, researchers also analysed on firms’ creditworthiness for the first time.

In 2016, a further partner was acquired for the Start-up Panel that is based on MEP data. Star-
ting with the 2016 survey wave, the project is being implemented jointly with the Institute for Em-
ployment Research (IAB) in Nuremberg. The IAB will be a valuable partner for the further develop-
ment of this dataset, complementing the existing partnership with Creditreform. This close colla-
boration with IAB represents the further development of a partnership that started with the SEEK
project “Human Capital Formation in Young Firms and the Crisis: A Comparative Analysis Between
Portugal and Germany”. The IAB/ZEW Start-up Panel was originally established in 2008 as the “Kfw/
ZEW Start-up Panel”, and was formerly known as the “Mannheim Start-up Panel” in 2014 and 2015.
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The data collected by the IAB/ZEW Start-up Panel is being linked with the Federal Employment
Agency’s “Integrated Employment Biographies” (IEB) as part of a project titled “Firm Dynamics
and the Career Opportunities of Founders and Employees in New Ventures”. This has enabled
the creation of a “Linked Employer-Employee” dataset, allowing employees’ educational and
professional history to be considered when analysing the development of young enterprises. In
specific terms, the project is investigating the extent to which firm founders use their professio-
nal networks to recruit suitable employees for their firms, and how the market exit of a start-up
impacts the subsequent career histories of founders and employees.

In addition to expanding and enhancing databases, the Research Department’s work focused
on two projects concerned with the venture capital financing of start-ups. In a joint project with
Creditreform and the VDI Technology Centre in Diisseldorf, ZEW researchers evaluated the sub-
sidy programme “INVEST — Subsidy for Venture Capital”. The Federal Ministry for Economic Affairs
and Energy introduced INVEST in 2013 with the aim of mobilising more venture capital from pri-

vate investors in Germany. Participating investors receive a tax-free subsidy equal to 20 per cent

SHARE OF FIRMS SUPPORTED BY THE INVEST PROGRAMME
ACCORDING TO THEIR CORPORATE GOALS

45—

43%

40—

35—

30—

25—
B Funded by INVEST

20— B Reference group
15—

10—

Growth Large profits Interesting projects  Self-determined work

Source: IAB/ZEW Start-up Panel 2015, ZEW survey among firms supported by the INVEST programme
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of the amount they invest in a start-up. The evaluation study investigated the programme’s ef-
fects on the supply side of the venture capital market and the characteristics of young, capital-
seeking enterprises. Between the programme’s launch in May 2013 and November 2015, venture
capital investments totalling 104 million euros made by 1,253 private investors in 536 innova-
tive firms were supported by INVEST. It was shown that an average of 50 cents was added to each
euro in funding granted by angel investors. The young enterprises provided with support are
highly innovative and, as Figure 3 shows, extremely growth-oriented. However, one of the largest
shortcomings of the INVEST programme is its lack of prominence to date.

“The Role and Impact of Business Angels in Financing Research and Innovation” is a project
funded by the European Commission that is seeking to map the activity of business angels in
Europe in a comprehensive, internationally comparative manner. The aim is to examine how,
when and why business angels invest; how investment varies between individual countries; the
role played by innovation in investment decisions; and how policymakers can support angel in-
vestment. The project is being conducted jointly with INOVA+ and with the support of two leading
business angel networks in Europe.

RESEARCH AREA “FIRM CLOSURES”

Defining Types of Firm Closure
Effects of the Reform of Insolvency Law
Structural Transformation and Firm Closures

Corporate Succession and Transfer of Businesses

0 00090

Macroeconomic Effects of Firm Turbulence

This research area focuses primarily on the empirical analysis of various forms of market exit,
ranging from voluntary closures and takeovers to insolvencies. Among other things, they investigate
the causes of the early failure of firms and the significance of business experience in the success of
arestart after failure. Particular attention is devoted to the regulation of insolvency and restructuring
law, which has witnessed significant reforms in recentyears. In this connection, researchers are stu-
dying whether new mechanisms have improved the selection of viable firms for restructuring, and
whether the expansion of restructuring measures has led investors to become more wary when gran-
ting financing. In addition, researchers are examining the role of banks in the restructuring of firms
experiencing financial difficulties, and the effects of various aspects of insolvency law reform. Last
but not least, researchers in this area analyse the determinants and effects of takeovers and mergers.

As part of the “Indicator Study 2017” project, ZEW economists developed and assessed va-
rious indicators of technological performance. This work represented a contribution to the annu-
al report published by the Commission of Experts for Research and Innovation (EFI) concerning
the status of research, technology and innovation in Germany. The project used indicators to
collect information on firm dynamics while placing a particular emphasis on the knowledge eco-
nomy, and also took an international perspective.
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In a project titled “Practices and Effects of Insolvency Procedures — An Empirical Analysis of
the Economic Impacts of the Insolvency Reforms in Germany” researchers are investigating the
impact of the 1999 and 2012 reforms to German insolvency law. The reforms aim to improve re-
structuring measures in order to enhance survival rates forinsolvent firms. In a nutshell, the stu-
dy seeks to measure the overall effectiveness of the new insolvency procedure in assuring the
survival of firms that are viable after restructuring. Researchers are focusing in particular on when
insolvency is declared in order to ascertain whether the early filing of insolvency can improve
firm survival rates. Moreover, the extent to which insolvency judges and administrators display
individual preferences with a view to the liquidation or reorganisation of firms is being addressed.
It seems that the probability of firms undergoing reorganisation is largely dependent on the legal
actors assigned to individual cases.

ZEW RESEARCH DATA CENTRE

The ZEW Research Data Centre (ZEW-FDZ) provides external researchers with access to ZEW re-
search data. The majority of the research data supplied by the ZEW-FDZ is micro-level data sourced
from ZEW firm surveys. In addition, researchers can make use of data from ZEW expert and perso-
nal surveys. External researchers engaged in scientific research projects may apply for on-site data
utilisation rights. In addition, the ZEW-FDZ provides external researchers with selected ZEW research
data in the form of anonymised “scientific use files” that may be viewed and used off-site. Some
datasets maintained as part of the Mannheim Innovation Panel (MIP) are also accessible in the
form of “education use files”. These may be used for educational purposes in universities.

In 2016, 32 external researchers made use of the FDZ facilities and 44 external researchers
analysed scientific use files. More than 60 per cent of user agreements pertained to data from
the Mannheim Innovation Panel (MIP). Since 1996, more than 400 external researchers have
taken the oppo