
The study calculations are based on a
detailed model, designed by the ZEW, of
the spending and own resources in the
European Union’s financial system. The
ZEW investigated the proposal contai-
ned in the European Commission’s ope-
ning gambit at the EU’s financial negoti-
ations in February 2004 – a budget of
1.24 percent of gross national income
(GNI). This would mean financing an EU
budget of a billion euros in the period
2007 to 2013 (at 2004 prices – the no-
minal figure is considerably higher).

As was to be expected following en-
largement and the reallocation of resour-

ces to the new member states that this
entailed, the Commission’s proposal
would bring about a worsening in the net
positions of the EU-15 states (with the
exceptions of Belgium and Luxembourg,
which would stand to profit significantly
from an increase in administrative spend-
ing). The Netherlands, Sweden and Ger-
many will continue to pay the largest net
contributions relative to GNI. Substanti-
al additional burdens will be assumed by
France and Italy in particular. And com-
pared with the years 1999 to 2003, for
which figures are already available, the
traditional cohesion countries Ireland,

Spain, Portugal and Greece are also set to
lose net transfers of between 1.39 and
0.48 percent of their GNI, whilst nonethe-
less remaining net recipients.

The Commission’s proposal would
impose an average annual net contribu-
tion on Germany for the years 2007 to
2013 of 15.1 billion euros – an additional
5.8 billion euros per annum compared
with its annual contributions from 1999
to 2003. The biggest absolute increase in
contributions – with 6.5 billion euros –
would be borne by France, however.

Particularly worrying for the German
government is the level of gross contri-
butions payable under this scenario –
which under German federal rules would
have to be financed in full from the fede-
ral government’s tax receipts. This would
mean that Berlin would be required to
transfer on average 27.6 billion euros from
Berlin to Brussels every year (at constant
prices). Assuming an inflation rate of two
percent, this would imply nominal annual
contributions of 31.2 billion euros. In com-
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Analysis of the EU Financial Framework
for the Period 2007 to 2013
The failed EU summit in June 2005 demonstrated just how difficult ongoing negotia-
tions on the new EU financial perspective for the years 2007 to 2013 are proving to be.
Conflicts of interest between net contributors and recipients, as well as a number of
special sticking points (the UK rebate, the future role of agriculture) all make it diffi-
cult to reach unanimous decisions. A study on this topic performed by the ZEW on be-
half of the Bertelsmann Foundation aimed to quantify the anticipated net financial im-
pact of the new financial framework on all future 27 EU members.

German gross contributions to the EU budget under the Commission draft
( millions of euros)

Average
2007 2008 2009 2010 2011 2012 2013 2007-2013

Traditional
own resources 2,500 2,545 2,590 2,637 2,685 2,733 2,782 2,639
VAT  own
resources 3,118 2,435 2,344 2,679 2,821 2,826 2,780 2,715

GNI own      
resources 20,274 23,334 21,387 20,482 21,474 22,521 23,338 21,830

UK rebate 332 474 508 466 458 476 503 460

Total
prices 2004 26,223 28,788 26,830 26,264 27,438 28,555 29,404 27,643

Total
resp. prices 27,828 31,161 29,622 29,577 31,518 33,457 35,140 31,186

Source: ZEW calculations
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Foreign investors are increasingly acquir-
ing majority shareholdings in German
companies. These acquisitions are at-
tracting a great deal of public concern.
The misgivings of employees, customers

and politicians alike are compounded in
many cases by stakeholders’ uncertain-
ties about where foreign investors are 
coming from and what they want to
achieve. Investors, too, are faced with a
daunting task – that of organising and
integrating their involvement in Germany
across national and cultural boundaries.
In the framework of its Financial Markets
Survey, the ZEW asked 213 financial ex-
perts in and outside Germany about the
significance of acquisitions of German
companies by foreign investors.

The surveyed financial experts be-
lieve that foreign investors’ primary tar-
get is currently the German banking sec-
tor. More than half of those surveyed
agree that this sector offers attractive op-
tions for those prospective foreign buy-
ers who are already poised to seize their
opportunities. This view has been great-
ly influenced by the takeover of the Bay-
erische Hypo- und Vereinsbank by the
Italian UniCredito. According to the fi-
nancial experts, other industries – signi-
ficantly lower down – on the shopping
lists of potential international investors
include the chemical and pharmaceuti-

cal sector (12 percent) and the mechani-
cal engineering sector (11 percent).

Investors from the US preferred

The investors preferred by the finan-
cial experts are those from the United
States. One in two of those surveyed
would welcome such transatlantic take-
overs in Germany. US investors are even
more popular than those from European
neighbours Austria and France who rank
second and third in the analysts’ league
of preferences. In the case of Japan, on
the other hand, the cultural barriers still
appear to be too great and only one in 
five financial market experts consequent-
ly favours greater Japanese involvement
in Germany. The situation is similar with
regard to China where the problems of
language and differing management and
leadership styles probably outweigh the
available growth opportunities and syn-
ergy potentials. In fact only eight percent
of survey financial market experts favour
the transfer of majority shares to Chinese
shareholders – a result which puts China
just ahead of Russia (seven percent).

Wolfgang Sofka, sofka@zew.de

parison, between 1999 and 2003 Germa-
ny provided, on average, own resources of
19.9 billion euros per annum. In the worst
case, Germany’s annual burden of contri-
butions in the new financial period would
increase by a nominal 57 percent compar-
ed to the period 1999 to 2003.

However, the Commission’s original
proposal is unlikely to survive through to
the final round of financial negotiations.
The calculations show that, in voting
terms, a majority of the EU states would
be better off on balance with a 1.0 rather
than a 1.24 percent budget (or at least a
reduced budget volume).

There is general agreement that there
needs to be a shift in the spending focus
of the EU budget. It would be logical, for
example, to strike a new balance between
spending in the policy fields of agricultu-
ral and – in pursuit of the objectives defi-
ned in Lisbon – new areas such as „com-
petitiveness“. Whether it would be possi-
ble – bearing in mind its distribution
aspects – to win a majority for such a
change is quite another matter, however. 

Finally, there is another fundamental
flaw in the debate on the EU’s financial
framework. The crucial issue at stake –
whether the various EU policy fields real-

ly do offer European „added value“ com-
pared with national activities – is given
short shrift in the financial negotiations
themselves and in the accompanying
academic literature. And yet this is the
key issue with respect to the efficiency of
the policy allocations made in the con-
text of the EU’s federal system and the
contribution which the EU’s activities
can make to future growth.

The study can be downloaded on the
Internet at: www.cap-lmu.de/publikatio
nen/ 2005/finanzplanung.php 

Dr. Friedrich Heinemann,
heinemann@zew.de

Foreign Investors Set Their Sights
on German Banks

In which industry do you believe control is most
likely to pass to foreign investors?
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Real Estate Investment Trusts (REITs) pre-
sent a useful addition to the investment
spectrum on the German real estate
market. They allow for professional in-
vestment management, they are more
fungible than direct real estate invest-
ments and show a different risk-return
profile than open and closed real estate
funds. Institutional investors especially
have great interests in REIT investments.
A report prepared by the ZEW in coopera-
tion with the European Business School
(ebs) on behalf of the German Federal
Ministry of Finance comes to this conclu-
sion.

Real estate investment trusts that are
constructed based on the model of the
US REITs are widely spread in many
countries today. They have the following
common characteristics: The revenues
must derive, for the most part, from real

estate returns and the assets must con-
sist mostly of real estate. Under certain
circumstances profit tax will not be due
on the firm level; the returns will chiefly
be taxed on the investor level. Depend-
ing on national regulation, REITs must
pay out from 80 to 100 percent of profits

to their shareholders. In comparison to
other stock types, the value of REITs in
general has developed well, especially
after the turn of the century (see graph).

Introduction of REITs in Germany

The introduction of REITs is also being
considered in Germany. For this reason
ZEW and ebs have developed a Best-
Practice-Concept for a German REIT,
which takes into consideration the expe-
rience from abroad and the particular
framework of the German real estate
market. In order to gain broad acceptance
from private and institutional investors,
German REITs should operate as joint-
stock companies, subject to the same
accounting standards of joint-stock com-
panies, and also must fulfil further publi-
city obligations. To be listed on the stock
exchange should be an aim in order to

reach the highest possible market trans-
parency and interchangeability of the
shares. An IPO (initial public offering)
should not however be an obligation, as
the necessary capital market environ-
ment is not yet adequately developed in
Germany. REITs should obtain their earn-

ings mainly from real estate related acti-
vities and distribute them to a high a de-
gree to the investors. As a countermove,
these earnings should be exempt from
trade and corporate income tax. The ta-
xation of real estate earnings will thus be
completely shifted to the level of the in-
vestor: Domestic investors will be asses-
sed for the personal income tax or the
full corporate tax rate. The investment in
REITs would consequently be equated
largely with a direct investment in real
estate.

Taxation of foreign investors

The taxation of foreign investors po-
ses a problem. Provided tax benefits
from double taxation agreements can be
accessed, dividend income of foreigners
holding substantial shares in domestic
REITs can no longer be effectively taxed.
An alternative can not be easily con-
structed that will find broad approval,
avoid all legal and fiscal risks and be im-
plemented quickly.

In order to secure the taxation at the
source of domestic real estate earnings
of foreign investors, three variations
were examined in the study. This includ-
es a complete exemption of corporate
tax on REITs, a re-qualification of divi-
dend earnings as income from rent and
lease and a provision with a maximum
share quota of 9.9 percent for each in-
vestor. A complete exemption of the cor-
porate tax on REITs is legally unobjec-
tionable but not free from fiscal risks.
The other alternatives are in contrast
challengeable due to agreements, trea-
ties and other European legalities. A 9.9
percent restriction of the share quota for
each investor is especially less attractive
for institutional investors.

The study can be ordered online at
www.zew.de/REITS (only in German).
Dr. Peter Westerheide, westerheide@zew.de

REITs as an Investment Instrument
on the German Real Estate Market
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The SGP is an institutional restriction,
aimed at limiting new debt issues of go-
vernments and achieving a debt status
sustainable in the long term, preventing
negative spillover effects on other coun-
tries and the common monetary policy.
At the same time, governments were able
to commit themselves to credibly reduce
deficit and debt by signing the Pact. This
helped to reverse the trend of an ever-in-
creasing government debt observed in
the 1970s and 1980s. With regard to mo-
netary policy, such an institution seems
to be reasonable because growing debt
could lead to the nessessity of monetisa-
tion of this debt by the central bank.

Apart from creating formal institu-
tions, it is conceivable that financial mar-
kets also take up a disciplinary function.
Should a country’s indebtedness seem
no longer sustainable and its default risk
rise, markets could require a risk pre-
mium on government securities, which
would make an issue of new debt more
expensive for the government and even-
tually also raise its debt service on exis-
ting liabilities. This could in turn reduce
the incentive for the governments to is-
sue further debt, in which case public
debt would be regulated through a mar-
ket mechanism. The more effectively the
market mechanism operates, the more
likely it seems that the supplementary
institutional restrictions can be waived.

Relationship between risk
premium and debt status

A positive relationship between a
country-specific risk premium and the
country’s debt status can also be observ-

ed in Europe (see e.g. Codogno, L., C. Fa-
vero and A. Missale (2003): Yield Spre-
ads on EMU Government Bonds. Econo-
mic Policy. 37: 503-532 or Lemmen,
J.G.C. und C.A.E. Goodhart (1999): Credit
Risks and European Government Bond
Markets: A Panel Data Econometric Ana-
lysis. Eastern Economic Journal 25: 77-
107). One can thus assume a potential-
ly disciplinary effect of financial markets
on fiscal policy. Due to the monetary
union, however, the risk premia seem to
have declined – an advantage that falls
as the level of indebtedness rises (Ber-
noth, K., L. Schuhknecht and J. von Ha-
gen (2004): Sovereign Risk Premia in the
European Bond Market. CEPR Discussion
Paper No. 4465). Therefore, it is argued
that financial markets have neither the
power nor the will to discriminate appro-
priately between countries when setting
risk premia. The costs of issuing new
debt would then be too low for countries
with unsustainable fiscal policies. 

There are several approaches to ex-
plain the lacking of market discipline: If
the former version of the SGP to supervi-
se and restrict national fiscal policies
was by and large convincing, then finan-
cial markets would not be forced to any
reaction. The institutional governance
would be enough to prevent govern-
ments from unsustainable debt beha-
viour. But if this assumption is correct,
then the latest change of the SGP to-
wards relaxation should cause a negative
reaction. This negative reaction is mis-
sing – a fact that implies the incorrect-
ness of the assumption. Another reason
for an eventually insufficient differentia-
tion between countries with higher and

lower indebtedness could be that mar-
kets operate efficiently and that, there-
fore, no risk of default exists. The public
debt then would still be simply too low to
be reflected in higher risk premia. An-
other possibility would be that markets
react too late and then too strongly. As
public debt rises over a certain threshold
level, financial markets begin to show a
reaction, which then can be excessive or
exaggerated.

Three conditions for 
market discipline

For market discipline to be effective,
at least three conditions need to be ful-
filled (Lane, T.D. (1993): Market Discipli-
ne. IMF Staff Papers 40: 53-88). Firstly,
there should not be any limitations that
hinder the reaction of financial markets
to the debt situation of a certain country.
Secondly, satisfactory information on
the indebtedness of countries must be
available. One reason for information
problems could be, for example, off-
balance-sheet liabilities or implicit pub-
lic debt that may arise from social secu-
rity. Thirdly, the EU member states and
institutions must not take on the liabili-
ties of insolvent governments. The prohi-
bition of a bail-out is specified in the EC
Treaty, though, in view of the ever-grow-
ing integration of countries, the credi-
bility of this regulation could become 
questionable. Should a country become
insolvent, the negative spillover effects
and externalities on other countries
could be so strong that the bail out of the
respective country would be less costly
than the consequences of insolvency.
Keeping this in mind, it seems doubtful
that financial markets can in fact take
over a sufficiently effective and foresight-
ed disciplinary role. They can, however,
play a complementary role to the institu-
tional regulations in the minimum.

Dr. Katrin Ullrich, ullrich@zew.de

Market Discipline or Stability and
Growth Pact?

R E S E A R C H F I N D I N G S

The goal of the Stability and Growth Pact (SGP) is to discipline the deficit behaviour of
governments within the European Monetary Union (EMU), so that monetary policy can
stabilise the union-wide price level more easily. An alternative to such institutional re-
gulation is the possibility that financial markets can sanction overly expansive fiscal
policies. The latter possibility will become especially interesting if the modified pact
also fails to discipline the national fiscal policy makers of the EMU.
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On 12 and 13 September 2005, the
DFG Research Group 454 held a con-
ference on heterogeneous labour and
education at the ZEW where findings
from the first project phase were pres-
ented and discussed. The conference
was financed by the German Research
Foundation (DFG), Bonn with the support
of the ZEW. The group, which started its
work in May 2002, consists of eight dif-
ferent research projects in economics,
business economics and econometrics
located at the Department of Economics
of the University of Konstanz and the
ZEW. The research group is working on a
theoretical and empirical analysis of the
determinants of the skill structure of la-
bour and the possible causes and conse-
quences for the economy of a shift in
skill structures.

The conference was divided into three
sessions focusing on the “empirical ana-
lysis of educational output”, “university
and research funding management” and
“labour markets and skill structure”. Ab-
out 50 researchers used the conference
to discuss their recent empirical and the-
oretical work. The conference’s guest
lecturer Christian Dustmann (University
College, London) delivered his invited
lecture on the relationship between ca-
reer progression and participation in
continuing professional development.
The lecture itself, and the co-lecture gi-
ven by Bernd Fitzenberger (University of
Frankfurt), subsequently stimulated a li-
vely plenary discussion.

Empirical analysis
of educational output

During the first session on the empi-
rical analysis of educational output, Win-
fried Pohlmeier (University of Konstanz)
presented an econometric study of the
relationship between school education
and income. His calculation of the return
on education – a measure of the value of

school education in the labour market –
demonstrated the important influence of
individual heterogeneity. Michael Maier
(ZEW) picked up the topic of heteroge-
neity to present his findings on the in-
fluence of continuing professional deve-
lopment on income and to demonstrate
the heterogeneous returns generated by
training. Nikolai Stähler (University of
Mainz) presented theoretical work which
focuses on the impact of employment
protection law on various skill groups and
on incentives to acquire further skills.

Ludger Wößmann (ifo Institut Munich)
concluded the first session by present-
ing an international study on the impact
of “tracking” (assignment of students to
different types of schools) on students’
performance and inequality of students’
attainments. This study suggests that
one of the reasons for Germany’s poor
rating in the PISA tests may well be a tri-
partite school system which not only
produces worse average results, but can
also lead to greater inequality in student
performance and achievement. The dis-
cussants throughout the first session
were held by Michael Fertig (RWI Essen),
Alexandra Spitz (ZEW), Jörg Lingens (Uni-
versity of Regensburg) and Andreas Am-
mermüller (ZEW).

University and research funding 
management

The second session on university and
research funding and management pri-
marily presented theoretical work. Nick
Netzer (University of Konstanz) present-
ed a paper on research competitions and
the relevance of strategic signals. Miriam
Hein (University of Konstanz) discussed
the centralisation of research funds in
Europe. Oliver Fabel (University of Kon-
stanz) addressed the relationship be-
tween university autonomy and increas-
ingly professionalised systems of con-
trol. He emphasised the need for a fun-

damental reform of the organisation of
the scientific endeavour – including tui-
tion fees and stronger public-private
partnerships in applied research. In his
presentation on the research output of
economics professors, Michael Rauber
(University of Konstanz) demonstrated
that general productivity and the quality
of research fluctuates over the life cycle.
The discussants during the second ses-
sion were Peter Egger (ifo Munich), Bur-
khard Hehenkamp (University of Dort-
mund), Eckhard Janeba (University of
Mannheim) and Robert Schwager (Uni-
versity of Göttingen).

Labour markets and skill structure

During the third session on labour
markets and skill structures, Alfred Gar-
loff (ZEW) presented empirical work on
the interrelationships between training,
job mobility and wages in which he has
tested the extent to which training-
related knowledge is company specific.
Finally, Christian Holzner (ifo Institut,
Munich) lectured on search equilibrium,
production parameters and social re-
turns to education, all of which have a
major determining influence on the 
wage distribution. 

The presentation by Mathias Kif-
mann (University of Konstanz) looked at
the effects of tuition fees on long-term
students. Drawing on data from the Uni-
versity of Konstanz, he was able to de-
monstrate empirically that long-term tu-
ition fees lead to a reduction in the
length of time students take to com-
plete their studies – although the im-
pact of fees differed from subject to
subject. The discussants of the third
session were Hendrik Jürges (MEA
Mannheim), Leo Kaas (University of
Konstanz) and Alexander Kemnitz (Uni-
versity of Mannheim).

Anja Kuckulenz, kuckulenz@zew.de

Friedhelm Pfeiffer, pfeiffer@zew.de

Heterogeneous Labour, Education, 
and  Skill Structure of Labour

Z E W C O N F E R E N C E
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The ZEW held its second conference
on the economics of innovation and pa-
tenting on 19 and 20 September 2005.
Around 100 researchers presented the
latest research findings from this field.
Lively discussion was stimulated by the
lectures given by eight of the invited 
speakers and a total of 38 lectures held
in the framework of parallel sessions on
empirical, theoretical and experimental
work. While a number of the participants
are already involved in cooperative ven-
tures with the ZEW, the conference also
provided an opportunity to win Stuart
Graham (Georgia Institute of Technology)
and Andrew Toole (Rutgers University) as
research visitors to the ZEW in the
months ahead. The ZEW conference was
supported financially by the European
Patent Office, the Fritz Thyssen Founda-
tion and INIR (International Network for
Innovation Research).

New patent application 
developments

One of the speakers invited to lec-
ture to the plenary session was Domini-
que Guellec, chief economist at the Eu-
ropean Patent Office, who informed the
conference about the latest develop-
ments relating to patent applications
and their assessment. Alfonso Gambar-
della (University of Bocconi) presented
ways in which publicly accessible data
can be used to determine the value of
patents. An important criterion in this
process is reference to (i.e. citations of)
an existing patent in the patent specifi-
cations. The lecture given by Dietmar
Harhoff (University of Munich) looked at
the institutional framework conditions
and the way citations are made. Inven-
tors themselves do of course play an im-
portant role in determining the value of
a patent. Manuel Trajtenberg (Universi-
ty of Tel Aviv) investigated the mobility
of inventors who are entered in patent

specifications. Successful inventors ap-
pear to be prime poaching targets and
many European inventors emigrate to
the United States. A further study of the
productivity of university-based inven-
tors was presented by Mike Wright (Uni-
versity of Nottingham). His comparison
of technology transfer offices showed
that universities in the USA are, on ave-
rage, more productive than British uni-
versities. Bronwyn Hall (University of Ca-
lifornia at Berkeley) gave a talk about pa-
tent litigation and its effects on firm stra-
tegies in innovation management and
Rachel Griffith (UCL and IFS) analysed
the effects of product and labour market
regulations on innovation across EU
countries.

The topics dealt with in the plenary
lectures were explored in greater depth
in parallel sessions to which speakers
using theoretical and experimental me-
thods were also invited. These papers
dealt with the strategic use companies
make of intellectual property protection
and the efficiency of the patent system.
Several lectures explored the way in
which patents are used to block compe-
titors. Empirical work encompassed
both country specific analyses of the
factors influencing innovation activities
as well as papers on licensing beha-
viour, patenting strategies, develop-
ment paths for innovation and the im-

pact of innovation activities on labour
markets or international trade.

Several papers explored two other to-
pics. The first of these concerned patent
litigation. While more actions are being
brought before the courts, it is not yet

possible to identify empirically sound
causes among the broad range of insti-
tutional and economic factors involved
for this increase in litigation, given that
the number of patents awarded also in-
creased dramatically in the same peri-
od. The second topic concerned the va-
lue of patents, whereby authors prima-
rily based their work on established in-
dicators such as citations, size of patent
family, and the number of independent
claims. Other work focused on the indi-
vidual inventor. Data on inventor’s CVs
may be one way of explaining the quan-
tity and quality of patents.

Capitalisation of patents

The Conference Dinner speech, “Pa-
tent policy and the capitalisation of pa-
tents” was held by Rezzo Schlauch, Par-
liamentary State Secretary at the Federal
Ministry of Economics and Labour, who
reported on the accounting options avai-
lable for patents and the various per-
spectives offered by bank and corporate
accounting law.

Dr. Patrick Beschorner, beschorner@zew.de

Second ZEW Conference on the
Economics of Innovations and Patents

Dominique Guellec, European Patent Office

Alfonso Gambardella, University of Bocconi
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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
international 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 departments
of the firms. The experts are questioned
on their medium term expectations ab-
out the development of important inter-
national financial markets with respect

to the business cycle, the inflation rate,
short term and long term interest rates,
the exchange rate and share prices. 

Information on the applied procedure
is available as an abridged version pub-
lished by the ZEW. The present survey was
conducted between October 31, 2005
and November 14, 2005. All calculations
are termed to November 18, 2005. 

Sandra Schmidt, s.schmidt@zew.de

Results of the Survey in November 2005

Z E W F I N A N C I A L M A R K E T S U R V E Y

This month’s expectations for the USA are characterised by greater
optimism again. That is, the balance of economic expectations gained
1.6 points to reach -16.1. This shows that the unrest caused by the hur-
ricanes’ ravages has meanwhile settled. The situation on the oil market
as well has calmed and instils hope that the peaks of recent are attribut-
able to singular effects associated with the natural disasters and will not
remain at this high level over the long term. In line with this appraisal the
inflation expectations clearly recede by 15.5 points. In addition, private
households should be less burdened in their energy expenditures than
assumed to date. In September the consumers had been very cautious
with their spending. With respect to monetary policy continuity
is most certainly expected even under the new Fed chair Bernanke. The
experts still conceive of a gradual continuation of the interest raising 
policy: The current balance of interest rate expectations remains with
88.2 points nearly unchanged. 

Sandra Schmidt, s.schmidt@zew.de

Balance of positive and negative expectations concerning inflation and
short-term interest rates in the USA in six months’ time. Source: ZEW

Expectations concerning inflation and short-
term interest rates

Great Britain: Stability of Expectations

The financial market experts surveyed hardly adjust their assessment
of the current situation at present. The respective indicator rises by only
1.1 points to a value of 10.5. After last month’s decrease of the indica-
tor this is, however, to be rated beneficially. The indicator’s soft increase
may be attributable to the current recovery of private consumption, 
where growth had slowed since mid-year 2004, but again recovered this
last month. With respect to the development of the gross domestic prod-
uct over the course of the next six months a majority of 72.4 per cent does
not see significant changes as compared to the current situation. The 
experts are specifically optimistic concerning pricing pressure in Great
Britain, which in their view can be expected to further diminish: The 
balance of expectations for inflation expectations in the medium-term
decreases from 30.3 to 24.7 points. This corresponds to the Bank of Eng-
land’s analysis, where it is expected that the rate of inflation should
again be approaching a level below the target value of two percent.

Sandra Schmidt, s.schmidt@zew.de
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time. Source: ZEW

Economic situation/expectations in Great Britain

-20

-10

0

10

20

30

40

50

Economic situation Economic expectations

Nov 03 May 04 Nov 04 May 05 Nov 05



8  |  ZEWnews English edition No. 4 · 2005

ZEW news English edition – published quarterly
Publisher: Centre for European Economic Research (ZEW) Mannheim, 
L 7, 1 . D-68161 Mannheim . P.O. Box 10 34 43 . D-68034 Mannheim . Internet: www.zew.de 
President: Prof. Dr. Dr. h.c. mult. Wolfgang Franz
Editors: Katrin Voß, Phone +49/621/1235-103, Telefax +49/621/1235-222, E-Mail: voss@zew.de
Gunter Grittmann, Phone +49/621/1235-132, Telefax +49/621/1235-222, E-Mail: grittmann@zew.de
Reprint and further distribution: only with mention of reference and sending of a voucher copy
© Zentrum für Europäische Wirtschaftsforschung GmbH (ZEW), Mannheim, 2005I

M
P

R
I

N
T

P U B L I C AT I O N S

■  ZEW Economic Studies

Thomas Hempell

Computers and Productivity – How Firms make a General Purpose Technology Work
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