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■ That the events on the world’s stock
markets exert a mutual influence on each
other is not a new insight. This was amply
demonstrated by both “Black Friday” in
the 1920s and by September 11, 2001.
The issue however is that nowadays in-
teractions are not only high in times of
market stress, as was the case in earlier
periods. Strong interactions are now the
basis of day-to-day business.

The ZEW has investigated how inter-
actions between stock markets in Ger-
many, France, the United Kingdom (UK)
and the USA have changed over time.

One issue tackled in the study was
whether the correlation between month-
ly changes in share prices recorded by
indices since 1990 deviate significantly
from pre-1990 correlations. The results
are unequivocal: Instantenous correla-
tions between international stock mar-
ket indices have increased significantly
(see table). During the first period the
correlation between the German and US
stock market was just 38 percent, rising
in the second period to 58 percent. 

This outcome is reproduced in a simi-
lar fashion for all the other bilateral in-

teractions between stock markets. It is
interesting that, even during the first
period, there was a high correlation 
between the USA and the UK which in-
creased even further during the second
period and has now reached 71 percent.
The highest correlations are between the
UK and France (75 percent) and between
Germany and France (78 percent). These
findings indicate that if the German
stock market, the DAX, goes up by one
percentage point, for example, this is re-
flected by a plus of, on average, 0.78
percentage points in the French stock
market index. As the ZEW calculations
refer to instantenous correlations, the in-
teraction works in both directions of
course – in other words, from France to
Germany as well.
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International Stock Markets Are 
Closer Correlated than Ever Before
The interactions between stock markets in Germany, the USA, the United Kingdom, Italy and France shot
up during the 1990s. As demonstrated by a new ZEW study on the interplay between international
stock markets, each stock market reacts very strongly to price changes in one of the other stock markets.

Instantenous correlation between international stock yields*

Interactions between Correlation Correlation
country A and country B Jan. 1975 to Dec. 1998 Jan. 1990 to Dec. 2001

USA – Germany 38% 58%

USA – France 43% 65%

USA – Italy 23% 47%

USA – Great Britain 58% 71%

United Kingdom – Germany 40% 66%

United Kingdom – France 42% 75%

United Kingdom – Italy 33% 63%

Germany – France 44% 78%

Germany – Italy 34% 61%

France – Italy 50% 69%

Guide to interpretation: An increase in the US stock market index of one percentage point led to an average 
increase of 0.58 percentage points in share prices on German stock market indices between 1990 and 2001.
*Change of share prices; on the basis of bivariate GARCH-Models Source: ZEW
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However, the substantial increase in
mutual interactions between the stock
markets is not reflected in international
integration in real, non-monetary econo-
mic terms. If gross domestic product is
regarded as a proxy for company profits,
the correlations between individual
countries do not appear to have increas-

ed. It is doubtful, however, whether the
companies listed on the major stock
markets are actually representative of
entire national economies at all. Listed
companies probably have a higher than
average international orientation and
the profits of such companies conse-
quently are likely to correlate more close-

ly at the international level. All in all, the
ZEW study suggests that the high cor-
relation between international stock
markets provides evidence that to some
extent share prices during the 1990s
drifted even further away from the under-
lying economic fundamentals. �

Dr. Michael Schröder, schroeder@zew.de

■ The issue of regional specialisation
was examined in a study performed by
ZEW on behalf of the Volkswagen Foun-
dation. The study analysed how evenly
(or unevenly) investments are allocated
across economic sectors in EU regions
and identified in an econometric analy-
sis the regional factors which determine
regional specialisation levels.

The study examined gross fixed capi-
tal formation (GFCF) in the regions of
France, Italy, the United Kingdom, and
Belgium, as well as in the three smaller
countries Luxemburg, Ireland and Den-
mark. Drawing on a range of indicators
to measure the level of regional speciali-
sation for the period 1985 – 1994 the
study analysed the degree of relative
specialisation of regions, i.e. how simi-
lar the distribution of investments
across the different sectors in a region is
to the average EU sectoral structure.

In a descriptive analysis, higher spe-
cialised regions are found to perform 
worse in economic terms than lower spe-
cialised regions with respect to unem-
ployment rate, number of patents, gross
regional product and GFCF. The fact that
the distribution of relative investment
shares is more uneven in peripheral re-
gions than in core regions while these 
regions are of poorer economic perfor-
mance stresses the importance for the EU
and its member countries not to neglect

economic development of peripheral re-
gions. Economic centres, especially the
region of Brussells and the Île de France,
are highly specialised as well. However,
they demonstrate a large potential of
high economic performance.  

What determines regional
specialisation?

Econometric analyses are conducted
to test for the significance of potential de-
terminants of the even or uneven relative
allocation of investments across sectors
within a region. The estimations show
that the bigger the size of a region is, the
more similar are its investment shares to
EU average. Market size reflects the eco-
nomic and demand potential of a region:
The higher it is, the lower the relative
specialisation in terms of investments
tends to be. Regions with a large market
seem to attract capital of all types of sec-
tors with a rather even relative allocation,
thus decreasing relative regional dissimi-
larities. This effect is counteracted by a
strong tendency towards high speciali-
sation of central, economically most im-
portant regions who have a significantly
higher level of relative investment spe-
cialisation. Equally, population density
increases the specialisation level. The
unemployment rate reflects negative eco-
nomic performance of a region. The high-

er it is, the stronger the relative regional
specialisation turns out to be. The higher
the distance of a region to the economic
centre is, the less similar are its invest-
ment shares to EU average. Peripheral
regions are thus significantly stronger
specialised in terms of relative invest-
ments than regions closer to the centre.

While there was no evidence of an in-
crease in specialisation in the relevant
regions during the study period, the eco-
nometric analysis revealed that increas-
ingly liberalised international capital
movements and economic openness
exerted significant impacts. Increasing
integration of EU countries’ markets
might well, therefore, lead to a further
decline in the diversity of economic ac-
tivities in EU regions. In this scenario, the
regions of the EU would profit more from
specialisation effects such as increasing
returns to scale or knowledge spillovers.
However, a lopsided production struc-
ture would also make regions suffer
stronger from sectoral crises. The signifi-
cantly poorer economic performance of
strongly specialized peripheral regions
suggests that less investment finds its
way into growth sectors in these regions
than it does in central regions. According
to the econometric analyses, this “regio-
nal disparity” could also widen as Euro-
pean integration progresses. �

Claudia Stirböck, stirboeck@zew.de

Poor Perspectives for the Periphery
The EU aims to achieve an homogeneous regional development across Europe’s member states. However,
some politicians and economists believe that this objective may be threatened by deepening economic
integration in the EU following on the heels of European monetary union. Monetary union could lead to 
lopsided regional specialisation making regions more prone to asymmetric shocks.
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■ The number of new firms in Eastern
Germany in particular has fallen signifi-
cantly: In 2001 the figures were down by
a good nine percent in comparison with
the previous year. The five percent drop
in the figures in Western Germany was
more modest in comparison. The biggest
fall in the number of new businesses
was in the construction industry – 6.5
percent fewer new building firms were
set up in Western Germany in 2001 than
in the previous year. In Eastern Germany
the figures were 16 percent lower. The
decline of economic activity in the con-
struction industry, based on a signifi-
cant reduction of investments in buil-
dings, is one important reason for this
trend. The dismal picture in the con-
struction industry also casts a shadow
on newly formed architectural and en-
gineering firms providing services to the
construction industry. Five percent fewer
firms were founded in this sector in
2001 than in 2000. The tail off in the 
pace of economic activity is also impact-
ing the distributive wholesale and retail
sectors where the number of new busi-
nesses in 2001 fell by five percent in 
Western Germany and twelve percent in
Eastern Germany.

In contrast to previous years, the num-
ber of new businesses did not only de-
cline in the construction and distributive
trade sectors, however. The trend also 
affected nearly all other branches of in-
dustry and services, for example IT service
providers. In the wake of the crisis in the
cross-sector information and communi-
cations technologies (ICT) industry, the
entrepreneurial boom among IT service
providers has come to an abrupt halt and
the number of newly formed firms fell by
18 percent from 2000 to 2001.

The plummeting number of start-ups
also bodes ill for the labour market. It

seems likely that significantly fewer new
jobs will be created and this will have a
particularly harsh impact in Eastern Ger-
many where 20 percent fewer new firms
were formed in 2001 than in 1998 when
the entrepreneurial boom reached its
climax in the second half of the 1990s.

Rising number of insolvencies

There was again a significant increase
in the number of corporate insolvencies
in Germany last year. However, this de-
velopment has not affected different
sectors of business and industry to the
same extent. The highest ratio of com-
pany failures to newly founded firms
was observed in the construction indus-
try and manufacturing: 32 insolvencies
were filed per 100 business start-ups in
2001. The ratio rose significantly compar-
ed to the previous year (25 per 100).
These findings are especially alarming
bearing in mind that insolvencies only
account for a small share of business
closures. In Western Germany, for exam-
ple, insolvencies account for around 

30 percent of all closures in the manu-
facturing, construction, and business-
related services sectors – the remaining
70 percent of closures are the result of
“voluntary liquidations”. The situation is
somewhat different with regard to provi-
ders of consumer-related services (nine
percent insolvencies of all closures) as
well as in the distribution trade indus-
tries (18 percent).

The picture regarding company fai-
lures is still different in Eastern and 
Western Germany. While there are 22 in-
solvencies for every 100 new businesses
across all sectors of the economy in 
Eastern Germany, this figure is only
twelve in Western Germany. The differ-
ence results from the fact that East Ger-
man firms are relatively young so that the
probability of insolvency is higher. Further,
East German firms do not have enough
reserves at their disposal to survive a cri-
sis. However, the sectors with the highest
rate of company failures are the same in
Western and Eastern Germany. �

Dirk Engel, engel@zew.de;
Helmut Fryges, fryges@zew.de

Gloomy Economic Prospects
Discourage Business Start-Ups
Continuing the downwards trend observed during 1999, the number of new companies in Germany in 
the year 2001 dropped by six percent. At the same time, as a ZEW study of business start-ups in Germany
reveals, corporate insolvencies once again rose markedly.
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■ In recent years the World Bank and the
International Monetary Fund (IMF) have
frequently been the target of criticism
from a number of different directions.
One strand of criticism – represented
most prominently by Nobel laureate 
Joseph Stiglitz – accuses these institu-
tions of propounding flawed economic
policy prescriptions which focus narrowly
on liberalisation and privatisation with-
out taking sufficient account of the cir-
cumstances of the borrowing countries
themselves. As a result, countries are
only eligible for loans if they comply with
inappropriate conditions which, ultimate-
ly, have a detrimental impact on their
economic development. 

Other critics charge that the World
Bank and the IMF lending policies pro-
duce moral hazard behaviour. These cri-
tics argue that because countries know
they can turn to the IMF and the World
Bank for financing support in the event
of a crisis, this dulls their motivation to
take timely action to prevent a debt
crisis arising in the first place. They also
imply that the conditions – designed 
to prevent moral hazard – attached to 
loans to borrowing countries do not in
fact have any impact and do not induce
the relevant countries to improve their
economic policies. 

Yardstick of economic freedom

Whether the policies of the World
Bank and the IMF have a positive or ne-
gative impact on the economic develop-
ment of recipient countries is a bone of
contention in empirical studies produc-
ed to date. A new study carried out by
the ZEW adopts a different approach to
this issue. Instead of measuring the suc-
cess of World Bank and IMF interven-

tions on the basis of typical development
indicators such as per capita income or
growth, the ZEW study examines to what
extent they have successfully managed
to establish economic freedom.

Economic freedom cannot be observ-
ed directly, of course, in the way that
increases or decreases in per-capita in-
come can. Economic freedom is there-
fore measured on the basis of a recogniz-
ed index drawn up by the “Economic
Freedom Network”, an initiative of libe-
ral think tanks. This index includes com-
ponents such as government con-
sumption, inflation, international capital
transaction regulations, legal structures,
restrictions on international trade, and
rules in the credit sector. In contrast with
other indexes, this indicator is largely
based on quantifiable measures.

No visible IMF impact

The results of the ZEW study reveal
that the IMF and World Bank do not have
the same degree of influence on borrow-
ing countries. Firstly, the activities of the
IMF appear not to have any visible im-
pact on economic freedom in the coun-
tries with which it is involved. This corres-
ponds with the primary mission of the
IMF which is to support countries experi-
encing acute balance of payments prob-
lems by making the general resources of
the Fund temporarily available to them
under adequate safeguards. Long-term
objectives have never been a key aim of
the IMF.

In contrast to those of the IMF, the ac-
tivities of the World Bank do have a veri-
fiable influence on countries to which it
extends loans and with which it imple-
ments projects. However, the ZEW study
shows that this impact is ambiguous: If

the number of programmes agreed be-
tween the World Bank and the recipient
countries increases, this has a signifi-
cantly positive impact on economic free-
dom. This finding supports the view that
the World Bank helps to reinforce both
market-economy institutions and the re-
strictive use of fiscal, monetary, or trade
policies – an effect which may be linked
to the conditions and structural adjust-
ment measures attached to the provi-
sion of subsidised loans.

On the other hand, the data also re-
veal that the index of economic freedom
decreases if the volume of loans to a
country increases. This is because sub-
sidized loans ease the economic policy
constraints for governments. Funds from
the World Bank reduce the pressure 
on governments to introduce painful
reforms, such as privatising state enter-
prises or tackling inflation. 

As World Bank policy instruments
tend to counteract each other in terms of
their impact on economic freedom, the
total effect of a financial programme of
average size on the economic freedom
of recipient countries is negligible. Other
factors relating directly to conditions in
the country itself – such as the political
system, education and training, or the
distribution of transport facilities – have
a much more important impact. 

Summing up, neither of the two in-
stitutions has managed to influence 
recipient countries to adopt overall eco-
nomic policies which encourage a grea-
ter degree of economic freedom, even 
if it may be fair to say that – in specific
cases – the IMF and the World Bank have
exerted con-siderable influence on the
economic policies of particular borrow-
ing countries. �

Dr. Bernhard Boockmann, boockmann@zew.de

World Bank and IMF: 
Limited Influence on Debtor Nations
The International Monetary Fund and the World Bank are frequently accused of exercising undue influence 
on the economic policies of their borrowers. While this criticism may be warranted in specific instances, with
respect to the development of economic freedom in recipient countries the World Bank would appear to have
a very minor influence and the International Monetary Fund to have no impact at all.
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■ The ZEW study investigates the empi-
rical relevance of prevailing explana-
tions for wage rigidity, such as contract
theory, implicit contract theory, efficien-
cy wage theories, fair wage theory and
insider-outsider theory (ZEW Discussion
Paper No. 02-60). It extends the existing
literature by basing its findings on
thorough econometric methods and a
larger and randomly selected, data set.
The study also examines the statistical
correlation between various explanations
of wage rigidity bearing in mind that while
two different explanations may, for ex-
ample, each provide a rationale for not
cutting wages they can nonetheless
both forfeit some of their explanatory
power precisely because both appear to
offer relevant explanations. Furthermore
explanations for wage rigidity in Germany
and the United States are investigated,
two countries with quite different labour
market legislation.

For the survey 801 German firms were
asked for their view on various explana-
tions of wage rigidity. The results are
compared with those obtained by Camp-
bell and Kamlani (1997) for the United
States, taking into account the legal pe-
culiarities of the German labour market
system for wage determination. German
firms strongly believe that labour union
contracts are a good explanation for wage
rigidity among workers. Models of speci-
fic human capital and negative signals
for new hires received strong support for
highly skilled employees. Campbell and
Kamlani found the strongest support for
the adverse selection model as applied
to quits for highly skilled white collar 
workers. This is not the case in the ZEW
study, and seems to be the consequence
of stronger employment protection legis-
lation in Germany.

Insider-Outsider behaviour 
more relevant in Germany

In both countries firms believe that
implicit contract theory explains wage 
rigidity for less skilled workers as well as
turnover costs and a negative influence
of wage reduction on workers’ effort
across all skill groups. Compared to the
evidence from the US, insider-outsider
behaviour and labour union contracts
are more relevant for the explanation of
wage rigidity from the viewpoint of Ger-
man firms, which hints at the higher de-
gree of unionisation in Germany than in
the United States. Despite the influence
of labour market institutions and labour
legislation, however, the economic ratio-
nale for wage rigidity is significant in it-
self. German and US firms both attach
more or less equal weight to explana-
tions based on the impact of wages on
effort and implicit contract theory.

The causes of wage rigidity are inter-
related. There is a positive correlation
between explanations of wage rigidity

across all skill groups based on labour
union contracts and implicit contracts.
This finding suggests that workers’ desire
for stable wages is met in part by labour
union contracts. There is also a relatively
high correlation between five causes
based on variants of efficiency wage
theories. The findings suggest that an
additional version of efficiency wages
theory for explaining wage rigidity adds
very little explanatory power even though
each of the five causes received a high
average score. 

Furthermore, labour union contracts
and efficiency wage explanations pro-
vide a rationale for wage rigidity on their
own. Labour union contracts are no sub-
stitute for efficiency wage explanations
on wage rigidity and efficiency wage 
explanations provide no substitute for
implicit contracts. Each of these three
basic theoretical explanations contri-
butes independently to the understand-
ing of wage rigidity in firms. �

Prof Dr. Wolfgang Franz, franz@zew.de;
PD Dr. Friedhelm Pfeiffer, pfeiffer@zew.de

The Rationale for Wage Rigidity: 
Evidence from German and US Firms
A moderate wage policy can help to reduce joblessness during a period of high and chronic unemployment.
However, companies very seldom reduce wages, preferring rather to cut working hours and/or resort to 
dismissals. Despite unemployment topping four million, collective agreements have been concluded for 
wage increases of three to four percent this year. The ZEW has examined the reasons for this behaviour.
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■ Instruments for improving the inte-
gration of environmental and innovation
policy were discussed during the third
workshop of the thematic network
„Blueprints for an Integration of Science
and Technology Policy“ (Blueprint) in
September 2002 in Brussels. The net-
work is funded by the EU-Commission
and co-ordinated by ZEW. Practical ex-
periences with the so-called Cardiff-
Process for the integration of environ-
mental policy in other policy areas were
evaluated.

A critical review of policy integration
and the Cardiff-Process was presented
by Julia Hertin from the Science and
Technology Policy Research Unit (SPRU)
at the University of Sussex. According to
Hertin, the demand for environmental
policy integration is nothing new. Envi-
ronmental ministries have been criti-
cised for decades for ignoring the cross-
sectional character of environmental
protection and for hindering innova-
tions towards integrated solutions.

Due to this criticism several strate-
gies and initiatives of environmental
policy integration were developed dur-
ing the past decade on the EU-level and
in member states. In the UK, for exam-
ple, environmental protection, agricul-
ture, food and rural affairs were integrat-
ed in one department. Other countries
strengthened mechanisms for horizontal
co-operation through inter-ministerial
workings groups. Integration was also
promoted through a central strategy
with political leadership and an over-
arching framework for an integrated 
governmental approach. The Dutch Na-
tional Environmental Policy Plan was a
pioneer of this approach. At the European
level, the overall mandate for the pro-
cess of policy integration was provided
by the Cardiff Euopean Council in 1998.
The Council “invited all relevant forma-
tion of the Council to establish their own
strategies within their respective policy
areas, and requested identification of
indicators for monitoring progress with
the environmental integration strategies
in different sectors”.

Hertin expressed her disappointment
about the results of the Cardiff-Process.
Although all relevant sectors have writ-
ten reports on environmental policy in-
tegration, most of the documents are
vague and weak concerning targets, ti-
me tables and indicators. Positive ex-
ceptions are the reports from the sec-
tors energy and transport. In his com-
ment Rupert Willis from the Directorate
General Environmental of the European

Commission confirmed the analysis of
the SPRU-study. He however empha-
sised that the Cardiff-Process has started
a slow but continuous process of recog-
nising environmental aspects, especially
in the sectors with unsatisfying results
where these aspects have been ignored
before.

Emissions trading as a potential alter-
native for a better integration of environ-
mental and innovation policy was dis-
cussed in a second session. Axel Micha-
elowa from the Hamburg Institute of In-
ternational Economics described policy
integration as a success factor for emis-
sions trading. If emission rights become
scarce and are traded on markets due to
the implementation of this instrument,
firms have incentives for developing
new environmental technologies. Peter
Zapfel from the Directorate General En-

vironmental of the European Commis-
sion pointed out in his comment that
the empirical evidence of the innovation
impacts of emissions trading is still
weak. The experiences with SO2-trading
in the US are not sufficient for drawing
conclusions concerning innovation and
for making comparisons with other 
instruments. Christiaan Vrolijk from Nat-
source, a SO2-Emission broker, was
more optimistic. He argued that the in-
novation impacts of emissions trading
depend mainly on the underlying policy
targets, which should be ambitious to
induce innovations.

Another session focused on policy
styles for integrating environmental and
innovation policy. Nicholas Ashford from
the Massachusetts Institute of Technolo-
gy, Boston, presented a paper on tech-
nology focused regulatory approaches.
Brian Griffin, the environmental minister
of Oklahoma, explained the model of the
US interstate technology and regulatory
council. This council promotes the diffu-
sion of environmental technologies
across federal states in the US.

All papers, comments, and a synthe-
sis report of the workshop are available
for download on the network’s website
www.blueprint-network.net �

Dr. Klaus Rennings, rennings@zew.de

Integration of Environmental and Innovation Policy in Europe: 
Impacts of the Cardiff-Process Are Weak

Professor Nicholas Ashford, MIT, Boston

Brian Griffin, Environmental Minister of Oklahoma
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ZEW Financial Market Test

Results of the Survey in January 2003
■ The Financial Market Test conducted
by the ZEW is a monthly business survey
of German financial market experts
which started in December 1991. The
survey asks for the predominant expec-
tations about the development in six in-
ternational financial markets.

As a whole around 350 experts take
part in the survey. 280 of them work in
banks, 50 in insurance companies and
investment companies and 20 in other
industries. Participants in the survey are

financial experts of the finance depart-
ments, the research departments and
the economic departments as well as
the investment and securities depart-
ments of the firms. In detail, the financial
experts are questioned on their medium
term expectations about the develop-
ment of important international finan-
cial markets with respect to the busi-
ness cycle, the inflation rate, short term
and long term interest rates, the ex-
change rate and share prices. 

To construct forecasted figures, the
qualitative response categories (increas-
ing, unchanged, declining) are trans-
formed into quantitative figures by the
Carlson/Parkin procedure. Additional
information to the applied procedure is
available as an abridged version pub-
lished by the ZEW. The present survey
was conducted between December 23,
2002 and January 21, 2003. All calcula-
tions are termed to January 24, 2003. �

Felix Hüfner, huefner@zew.de

ECB Watch: Buoyant Euro raises expectations of cut in interest rates

■ The impact on interest rate expectations of the ECB’s cut in
rates on December 5, 2002 has largely fizzled out. One in two
experts now believe that the next reduction in interest rates
can be expected sometime in the next three months. Just a few
days after the major cut in rates, only 29.2 percent still believ-
ed that there would be further reductions in the foreseeable
future. This percentage had again risen to 48.3 percent in 
January. This generates a forecast of a further 25 basis points
reduction in interest rates by April. The rapid readjustment of
expectations back to the situation prevailing before the cut in
rates can be best explained with reference to the currency mar-
ket. Although the Euro has gained ground impressively against
the dollar in recent weeks, Euro optimists continue to grow 
in number. One in two experts believe that an end to the Euro
rally is not yet in sight. �

Dr. Friedrich Heinemann, heinemann@zew.de

USA: Dollar’s weakness persists

■ There seems to be no let up in the weakness of the US dollar.
More and more analysts predict a weak greenback in the medi-
um term. Despite the strength of the Euro – trading at a high of
1.07 dollars – one in two analysts expect the American curren-
cy to fall even further against the Euro in the future. One impor-
tant factor impacting the dollar is the Iraq crisis. However, high
interest rates in the Eurozone are also attracting investment
capital to Europe. Given that the US economy continues to stall,
even US investors are more inclined to place their money in the
Eurozone than in domestic investment vehicles. Experts also
believe there is a notable discrepancy between the prospects
for stock markets in the USA and in Europe. The chances of
stock prices rising in January look less good in the USA than
they do in the Eurozone. Despite this, the experts anticipate a
Dow Jones average of 9,100 points in the medium term. �

Volker Kleff, kleff@zew.de

Source: * Thomson Financial Datastream; ZEW
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Obituary: Professor Dr. Dr. h.c. Heinz König (1927-2002)

■ Professor Dr. Dr. h.c. Heinz König died
on 20 November 2002 in Mannheim
shortly before his 75th birthday. With
Heinz König, the ZEW not only mourns
for its founding director but also for an
outstanding scientist who continued,
kindly enough, even after his retirement
to maintain close contact with the Insti-
tute in academic and strategic issues in
his capacity as research professor and
consultant. 

The academic discipline of econo-
mics in Germany has lost one of its lead-
ing economists. Heinz König made an
outstanding contribution to econome-
tric research in Germany and had an im-
mense influence on generations of

scientists, namely applied econometri-
cians. His expertise enriched the work of
countless scientific and economic po-
licy bodies and commissions at both the
national and international levels.

The ZEW owes a huge debt of grati-
tude to Heinz König. He directed the Insti-
tute from its foundation in 1991 through
to April 1997. During this period he devo-
ted himself with unparalleled commit-
ment to building up the ZEW as a new in-
stitute for empirical economic research in
addition to pursuing his own research
and teaching as a professor at the Uni-
versity of Mannheim. One of his key con-
cerns was policy consultancy based on
sound scientific fundamentals.

During the take-off phase of the ZEW,
Heinz König’s reputation in the scientific
community, his experience as a scienti-
fic manager, and his ability to attract a
committed and scientifically talented
staff all helped the ZEW to achieve the
position it has today in the research
community in Germany. Heinz König’s
achievements were impressively confir-
med by the German Science Council
which noted during its 1998 evaluation
of the Institute that the ZEW had evolved
into a competence centre for applied
empirical economic research in Ger-
many. The credit for which must, above
all, go to him. �

Prof. Dr. Wolfgang Franz


